CRC Financing Agreement for Annual Programmes |PA 11 Special Conditions Version 1.0

FINANCING AGREEMENT
SPECIAL CONDITIONS

The European Commission, hereinafler referred to as "the Commission” cr "the party". acling on
behal§ of the European Union. hereinafter referred to as "the Union™,

on the one part, and

Mantenegro represented by the Government of Monteneuro and Kosovo representec by the Ministry
ot European Integration, hereinafter jointly referred to as "the IPA 11 beneficiaries”. or separately
referred 10 as "the IPA 11 beneficiary” or "the party”,

on the other part,

and together, jointly referred to as "the parties™

HAVE AGRELD AS FOLLOWS:

Article 1 - The Action Programme

(1) The Union agrees to finance and the IPA 11 beneliciaries agree to accept the financing of the 2015
allocation of the following Action Programme as described in Annex I:

Cross-border Cooperation Action Programme Montencgro - Kosove for the vears
2005 -2017
20157 038-101
This Action Programme is financed from the Union Budget under the following basic act

Instrument for Pre-Accession Assistance (IPA 11

{2} The total estimated cost of the 2015 allocaton of this Action Programme is EUR 1411765 and
the maximum Union contribution Lo this Action Programime is set at EUR 1. 200.000.

Na financial contribution is required from the IPA 11 beneficiaries.

Article 2 — Execution period and operational implementation period

{1} The execution period of this Financing Agreement as defined in Article 1(T) v I Anmex 11 is fixed
at 12 vears, from the entry into foree of this Financing Agreement.

* This designation is witheut prejudice to positions on status, and is in line with UNSCR 12441999 and the Il
Opinion on the Kosove declaration of independence.

' Regulation {ELI No 23172014 of the European Parliament and of the Council ol 11 March 2014 establishing an
Instrumen: for Pre-acoession Assissance (IPA 1), OJ L 77, 13032014, p. 11,
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(2) The operational implementation period of this Financing Agreement as defined in Article 112) of
Annex 11 s fixed a1 6 years, from the entry inte foree of this Financing Agreement.

Article 3 — Addresses and Communication

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

al for the Commission

Ms WENDT Catherine

Acting Diregtor D. Western Balkans

Dircetorate-General for Neighbourhouod and Enlargement Negotiations
Evropean Commission

L5 Rue de la Loi. B~ 1049 Brussels. Belgium

E-mail: NEAR-DM rec.europu.eu

by for the IPA I beneficiaries

For Montenegro:

Ambassador Aleksandar Andrija Pejovic

Stite Secretary for European Integration and National IPA Coordinator
Munistry of Foreign Affairs and FEuropean Integration

Stanka Dragojevica 2. 81000, Podgorica. Montenegro

Fax: +382 20 225 59|

E-mail: aleksandar.pejovie@mfa,gov.me

For Kosovu:

Mr Bekim Collaku

Minister of Luropean Integration

Ministry of European Integration

Sheshi Skénderbeu. NN,

L0000 Pristing, Kosovo

Phone: =381 (0) 38 200 27 40

Functicnal c-mail address: meii@ rhs-gov.net

Article 4 — OLAF contact point
The contact point of the [PA 11 beneficiary having the appropriate powers to cooperate dircctly with
the Furopean Anti-Fraud Office (OLAF] in order to facilitate COLAT"s operational activities shall be:

For Montencgro:
Anja Pavlicic, AFCOS contacl point/ AFCOS office
Ministry of Finance of Montenegra
Stanky Dragojevica 2. 81000 Poedgzonca. Montenecro
Tel: + 382 20 224 480
Moh: + 382 67 506 /65
Fax: + 38220224 450
E-mail: anja.pavlicici@mif gov me

b
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For Kosovo:
Mr Demush Shasha.
Secretary General of the Ministry of European Integration,
Wational [PA Coordinator
F-mail: Demush Shashai@rks-gov.net

Article 5 — Framework Agreements

The Action Programme shall be implemented in accordance with the provisions of the Framewark
Agreement between the FEuropean Commission and the Mentenegre on the arrangements for
implementation of Union financial assistance 1o Montenegra under the Instrument tor Pre-Accession
Assistance (1A 11) which entered into foree on (4 June 2013 and in accordance with the provisions of
the Framework Agreement berween the European Commission and the Kosovo on the arrangements
for implementation of Uniom financial assistance to Kosova under the nstrument for Pre-Accession
Assistance (IPA 11) which entered into force on 16 April 2013, respectively {(hereafter referred to as
“the Framework Agreement{s)”).

This Financing Agreement supplements the provisions of the abovementioned Framework
Agreements. In case of conflict between, on the one hand. the provisions of this Financing Agreement

and. an the other hand. the provisiens of the respective Framework Agreement. the latter shall take
precedence.

Article 6 - Annexes
{1} This Financing Agreement is composed of:
a} these Specizl Conditions;

bl Annex [; CBC Action Programme Montenegro - Kosove for the vears 2015 - 2017
(C{2015) §234/22.07.2015):

¢)  Annex IA; IPA 11 CRC 2014-2020 programme between Montenegro and kosovo!
di Annex 1I: General Conditions:

¢l Annex [1I: Model Annual Report CBC on the implementation of [PAC 11 assistance in accordance
with Article 80 of the Framework Apreement:

1 Annex I11A: Model anrual report on the implementation of TPA [1 assistance in accordance with
Article 58 and 59(1) of the Framework Agreement:

o) Annex [V: Model Financial Report as per Article 59(2) ol the Framework Agreement:
h) Annex V; Accrual Based Accounting System Minimum Specification:
1) Annex VI: Conditions related to indirect management,

(2) In the evert of a conflict between, un 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

[
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event of a conflict between. on the ore hand, the provisions of Annex 1. and Annex [A and the
provisiens of Annex Il on the other hand. the latter shall ke precedence. In the cvent of a conflict
betweun, the provisions of Annex [ cn the one hand. and the provisions of Annex 1A, on the other
hand, the former shall take precedence.

Article 7 — Entry into force

This Financing Agreement shall enter into force on the date on which the Commission receives a
notification rom the last IPA [ beneficiary contirming Lhe completion of the internal procedures of
the [PA I beneliciary necessary for ils entry into force. The Commission shall infarm the IPA 11
beneficiaries of the date of the receipt of this notification. This Financing Agreement shall not enter
intw foree it such a notification is not received by the Commission by 31 December 2016,

T'his agreement is drawn up in triplicate in the English language, one being handed to the Commission
und one 10 each of the IPA 11 beneficiaries.

For the TPA 11 bencficiaries: For the Commission:

For Montenegro-

Ambassador Alcksandar Andrija Pejovic Ms WENDT Catherine

National IPA Coordinator (NIPAC) Acting Director . Western Balkans

Ministry of Foreign Alfairs and Curopean Directorate-tieneral for Neighbourhood Policy and
Integration Enlargement Neaotiations

48] 12/ 2015 Brussels, .2 ./IE_—;/_ 2013

For Kosova:

Mr Bekim Callaku
Minister of European Integration

Ministry of European Integration

[ristina. ) 2015



ANNEX T

Cross-border Cooperation Action Programme Montenegro-

2015 - 2017

1 IDENTIFHCATION

I Beneficiaries

Kosovoe' for the years

Monenegra, Eoosovo

CRIS/ABAC Commitment
peferences

Union Contribution

RBudget line

2015/ 038161 EUR 1.200.000 22.020401
| 2016/ 038-182 EUR 1,200,000 22.020401
2017/ 038-183 EUR 840,000 22020401

i I'rhmaéémmt maode

| Responsible Structures

Indirect managenient hy ‘\IPHT:‘HLLID

The Opesating Siructure responsible for the
execution ol the operations is; Ministry of Foreigi
Affairs and Furopean Integration

' the Ministry of Finance

The partner Operating Structure in Rosove 14:

M sty of Lm,u.i Ciove mmult Admmwtmi‘mn

Final dalf tor cnm.lmlmg

Financing Agreement(s) with
| the TPA 1T heneticiaries
{(tripartite)

Final date for concluding

procurement and grant
contracts

| The Contracting Authority is the Directorate tor Finance |
and Contracting of the EU Assistance Funds (CFCL) at

| For the budgetary commitment of year 20135
al the Jatest by 31 Decanber 2016
| For the budgetary comimnitment of year 2016
at the latest by 31 December 2017
For the budgetary commitment of year 2017

at the latest h\. 31 December 2 1! bt

3 years followi ing the date of mmhmm of the
Financing Agreement (signature of the last party)

with the exception of the cases listed under Article
| 892} Finu 1!!._]-.[1 Rl‘."&?'llld' ion

' Final date for operational
mlplrmcntatmn

!’} years following Lhc, date of C(‘JIlLEl.IHlUl!I of thc
Financing Agreement (s1gnature ui the LM party).

| Final date for tmplﬂnentmg
the Financing Agreement

This designation is without prejudice o positions on the stats, and i line with UNSCER 12447 19449 aid

| Agreement (signature of the last partyl

12 vears ’m]icw g {he CUNCILAIND rui the Finaneing

the KCI Opinion en the Kosovo declration of independence



I[f]dEE: Iy w l'liL,I" this pmmqmme
| chould be de-commined and
closed) alter the aceeptance of
| the d\,LUlil'ltw

_ Prug mmmmg l mt

Im.t 1 Mcrn ENegro

[

Implementing Lh'nt:r E l
- Delegation

EU Dclagalmn in Podgorica




2 DESCRIFTION OF THE ACTION PROGRAMME

2.1 (FZVERVIEW OF THE 2014-2024 CROSS-BORDFR COOPERATION PROGRAMME
AND THE 20132017 CBC ACTION PFROGRAMME

The 2014-2020 CBC programime Montencgro-Rosove was approved by Commis<ion
Implementing Decision C(2014) 9307 of 112014, The adopted 2014-2020 progriiiine
constitutes the CBC eooperation strategy for the border region. setting oul amnong others
the st of geographical eligible areas, the area contexr, the programme themate
prioritics and the indicarive budget allocations for the 7 yeurs period.

The 2014-2020 CBC programme also serves as a reference for the adoption of the CBC
action  progranines. the 2)15-2017 CBC action progranume anms af providing
assistance for cross-burder cooperation . the {hematic areas spelled out in the 2014
3020 programine {as indicated in section 2.2).

e List ol geographical eligible areas

Montencgro:
¢ The muaicipalities of Andrijevica, Bar, Berang, Bijelo Polje, Gusinje. Kolasin,
Mojkovac, Petnjica. Plav, Podgorica, Rozdje and Ulcing

Kosovo:
e Wesl Economic Region, which is composad of the municipalities of Pe@iPed,
Jstog/lstok, Kling/Klina, Junik, Decan/Decani, GjakovéMakovica:

o Cross-border cuuperation (CBC) cligible area context

o Regional differences in terms of economic and social develomment
not only bhetween Montenegro and Kesovo but cven within their
regions, constiiute a characteristic of the programime area.

o In terms of private sector development there are clear synergies Lo be
developed within the programme area and to be supported by the
CBC programme. The emreprencurial rradition identified in the
programming area, with a long history of cross-border trade, should
be wtilized. The challenge will be iow ta overcome the culiure of a
short imvestment hovizon, [aveuring short-term trade opportuities
over long-term capital investiments.

o Unemployment is a major eennomic and social problem across the
programume  area.  Creation of new jobs and improving the
uncmployment  characteristics (especially  reducing  gender
inequelities. sumulating employment of youth and the disabled) arc
among the key sustainable development challenges

o A clewr agricultural policy, better land management. the improvercit
of irrigation schemes and infrastructure and the introduction of a
modern agro-processing  mdustry, remain key challenges and pre-
conditions for an  efficient development of agriculture in the
Fl’t]g_fill'j'l'l'l-'l.é_‘ area.



& The importance of tourism in the cconomies of Moentenegro and
Kosove varies 4 lot - the share of tourlsm in GDP could be over 30%
in Montenegro while it is still negligible in Kosove. Nevertheless,
wourisim s a sector of potential growth for the cross-horder arey,
thantks o rich natural resources, unspoiled nature and mountainous
Jadscapes, traditivnal folklore and the presence of vaiuahle cuitural
and historic sites

o Improvieg the cducativnal system and school infrastructure is 8 major

priority for the propramme arca. The CBC programme will have 4

limited role in addressing this issue bup could suppor gxchanges

hetween schools and vocational training centres it the border areas.

Health prevention campoigns and health education are potential

activities 1o be coverad within the [ramework of the CBC programme.

o The cultaral and natural heritage is o highly prospective asset for the
touristic developient of the programime area. with Nutional Patks on
both sides of the border. Linking culural and natural heritage
promotion with fourism could provide various opportunities [or
development and for cross-horder cooperation initiatives.

o The local network of community organisations both in Montenegro
and in Kosovo is diverse and rich and sowme of them, such as the
mountaineers  associations, enviconment protection areanisations.
conservation of the cultursl heritage ewe, vould play an importunt role
tn towrism development.

o The whole programme area is asbounding in cuvironmental resources
and biodiversity. Environmental protection and  preservalion 15
therefore the key for a sustanable developrent of thus area.

()

e Overview of past and on-going CBC experience including lessons leamed

2

Koy recommendations from nterim evaluations and audits on the 2007-2013 CBC
progranmues have been taken on hoard in e development of this programme. Thus.
fhe 2014-2020 CBC programmes are more tocused as regards the number of thematic
priorities addressed wnl the scographival eligibility, which will help 10 achieve better
results and inercased impact. Additionally the implementation of the CBC
arogramnmes has been simplified mainly by having a single contracting authority ad
a single financial enveiope per programme.

Following the experience gained in the period of 2007 o 2013, the Joint Monitoring
Committee (JMC) will act as the cross-border program’s decision making body
oversee the effectiveness and quality of implementation of the progratmme, The IMC
rale seters w the overall prograumuing and momiloring of the CBC progranume
meanwhile the selection of actions will fall under the responsibility of the Contracling
Authority under mdirect management mode.

2 DESCRIPTION AND IMPLEMENTATION OF THE ACTHINS

L.M*tiun 1 | Cross-Border Cooperation Operations

EUR 3,240,008 ,

|
§




{11 Description of the action, objective. expected resulls

Deseription of the action. Tross- Border couperation operations in the border region in the
fields of employment. labour mobility and social and cultural inelusion, environment, chimalc
change adapiation and mitigation. risk prevention and management. tourism and cultural and
mtural heritage.

Objective: Sociveconomic development and strengthening of the neighbourly relations i fhe
cross border arca through the implementation of cross-border cooperation operalions aiming at

(1) promoting cmployment. labour mohility and soctal and cultural nclusion across borders
through, inter alia: integrating cross-boder labour markets, including cross-herder mabibity:
Juint local employment iidatives: infermation and advisory services and joint Lraining: gender
equality: equal opportanities; intcgration of nwmgrants comimunities and vulnerable groups;
imviestment in puslic employment services: and suppor ing investment in public health and social
serviees;

(bi protecting the environment and promoting climate change adaptation and maligation, isk
prevention and management through, inter alia: joint actions for environmental protection:
provmoting sustainable use of natural resources, Tesource efficicney, rencwable energy sources
anel the shift towards a safe and sustainable low-carbon cconomy. proImating investment i
address specific risks. ensuring disaster resilience and developing disaster management Systets
and emergency preparcdness:

(¢ encouraging teusism and cultural and natural heritage; hrougty, inter alia: support o cultural
and other sacial exchanges; the promaotion of wurism offer and valorisation of cultural hetitage
of the area, including the improvement of the quality of services, the cstablishment of networks
and partnerships hetween local government and local stakeholders (o promote joint Lourist sies;
the preservation of cultural heritage: enhancement of exchanges of cultural. historical values.
and cultural diversity,

Expected resulis:
Increased level of employmeant, decreased level of pollution and increased wWwurism n the are,

The M5-2017 CBC Action Programme will contribute to the achizvement of the overall
objectives and expected resulls as defined in the 142020 CBC programme. For further details
o section 3.2 of the 2014-2020 CBC progranune (Annex 2 of the Comuussicn implermenting
Decision C(2014) 9307 of 11 December 2014),

(2) Assumptions and condifions

As g pecessary condition for the effective management of the programme, Montenegro
and Kosovo shall establish a foint Monioring Committee and provide proper and
functioning ofTices and staff for the Joint Technical Secretariat (1o be sel up under a
separite Financing Decision) and the antenna, in case the latter will he set up.



Under indirect management, Montenegro and Kosevo shall conclude for the whole
duration of the programme a bilateral arrangemen sefting out their respective
responsibilities for ymplementation the programme.

Failure to comply with the requirements set oul above may lcad to a recovery of funds
under this programme and/or the re allocation of futre funiding.

(3) Shost description of the tasks entrusted

The operating structures of Momntenegro and Kosovo shall agree on the necessary
arcangements for the management and implementation of e programnie inchuding
extablishing a svstem to menitor the implementation.

The operating structure of Montencgro shall arrange for procurement and grant award
procedures in the selected themal ic priorities of the programime. As regards the call lor
proposais. the enfrusted tashs include drafiing euidelines for apphicants. lmmching the
calls, selecting the grant beneficlares and signing grant contracts. The entiusted Lisks
also include activities linked with the implementation and financial management of the
programmes  such as monitoring, evaluation, payments, recoveries, expenditure
yverification, ensuring internal audit, irregulanty reporting and the setup of approprialc
anti-fraud measures.

(4) Essential elements of the action

Grant — Call for proposal: EUR 3.240.000

a} The essential eligibility eriteria;

The eligible activities are set oul n cection 3.2 of the Annex 2 of the Commission
implementing Decision C(2014) 9307 of 11 December 2014, The following list 5 a
surmiary indicating the main cligible aelions/operaLions:

e lmproving public sewage and solid waste collection and processing systems and
facilities

e Exchange of good practices between local authorities and envirommentally
friendly initiatives

e Promotional campaigns and activiies (eg. al scheols) to raise the public
awareness about the need for a cleancr environment

o Joint cnvironmental management of tiver banks and national parks

e Fight against illegal landfills

e  Small scale infrastructure investments and procurement of eguipment
o Transier of know-how en pollution control systems and technigues

»  Encourage entreprencurship in the toutism sector

e Support the development and upgrading of small-scale public) tourisin
infrastructure



e Create and improve iraining for upgrading hospitality skills in the tourisim seclor.
involving the regional education and privile sector

s Promote and stimulate the introduction of (international] certifications and
standards in order o improve the stable quality of tourism providers

s Pramote and stimulate joint rourism products (for example: hiking ard biking
tours erc.) as well as (malti-secrar} clusters in the tourism sector

e Improve and integrate (web-based) possibilitics to find (cross horder) lourism
information and booking facilities

e Support initalives 1o preserve. restore and maintain cultural and historical sites

s  Support the upgrading, maintenaice and promotion of National Paries and other
environmentally precious areas

s Support research on and protection of vulnerable and valuable flora and fauna

¢ Support youth mtiatives addressing conservation of eultural heritage and values

e Promote the creative incustry (e.g. women procducing handicraft)

e Suppurl joint initiatives 10 promoele. prescive and innovate the national culiural
heritage in the programme arei

s Promotion of outdoor tourism serviees and Facilities

The beneficiaries shall be legal entitics and be established in an A [ beneliciary participating
in the CBU progranmis.

Potential bencficiarics could bes local anthorities, legal enutics managed by local authorities,
associations of mumicipalities. development ageneies, focal business support organisations.
coonenie factors such as SMEs, tourism and culiural argantsations. NGOs, public and private
bodies supporting the workforce, vovational and technical traiming institugions, badies and
crganisation  for maure  protection. public bodies responsible  for wuier  management.
firefemergency services, schools, colleges. universities and research centres including vocations
and technical training instinicns,

by The essential seleetion crileria are Tinancial and operativnal capacity of the applicant.

¢} The essential award criteria_arz relevance, effectivenss and feasibility, sustaimability and
cost-effectiveness of the action.

Jd1 Maximum rate of BU co-financing for grants under the calls is 85% of the eligible cost of
the action,

¢) Indicative amount of the callis): EUR 3,240,000

The responsible structures may decide 10 publish more than one call Tor aroposals. Every
call for proposals will have the same ohjectives, results, and essential eligibility, sclection
and award crileria as described above, Each grant contricl wiil be fonded [rom one
budgetary commitment.

i Indicative date for launch of the callisi for proposals: tentatively (st semester of 2017.
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4  IMPLEMENTATION

4.1 TMPLEMENTATION MODALITIES AND GENERAL RULES FOR PROCULRUMENT AND
GRANT AWARDPROCEDURLES

INDIRECT MANAGEMENT!?

This programme shall be implemented by indirect management by Montenegro in accordance
with Agicle 58(13e) of the Finmcial Regulation and the corresponding provisions of its
Rutes of Application.

The general rules for procurement and gramt awurd procedures shall be defined in the
Financing Agreement between the Commission and the TPA 11 beneficiaries parlicipating in
ilic cross-herder copperation programme.

& PEREFORMANCE MONITORING ABRANGEMENTS

As parl of iis performance measurenient {ramewaork. the Commission shall monitor and assess
nrogress lowards achievement of the specific phjectives set out in the IPA 1L Regulation on
the basis of pre-defined. clear, transparent measurable indicators. The progress reports
referred 1o in Article 4 of the 1PA 11 Regulation shall be teken s a pont of reference in the
assessment ol he results of 1PA L assistance,

The Commission will collect performance data (process, output and outcome indicators) from
ull sourees, which will be aggresated and analvsed in temns of tracking the progress versus the
rargets and milestones established for cach of the actions of this programme, as well as the
Indicative Strategy Papers.

The National IPA Co-ordinntors {NTPACs) will collect information on the performance of he
actions and programmes (process, eutpui and outcome indicators) and coordinate the
collecton and production of indicators coruing from national seurces.

The overall progress will me monitored through the following means: a) Resnlt Orientated
Manitoring (ROM) system: by IPA 11 Beneficianes’ own monitoring; ¢} self-monitoring
petformed by the EU Delegations; o) joint monitormg by DG Neighbourhood  and
Enlargement Negotiations and the IPA [l Beneticiaries, whereby the comphance. coherence,
effzctiveness. clficiency and coordingtion in implementation of financial assistance will be
regularly monitored by an IPA 11 Menitoring conmitice, supported hy the Joint Monitoring
Commitlee, which will cisuie a monitoring process at programme level,
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* This designation is withau: prejudice to positions on the status, and
in ling with UNSCE 1244/1998 and the 1G] Opinicn on the Kosoavde,
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|PA |l Cross-border programme
Mantanagro Kaosova

FrocRAaltE SYHOPSIE
Programme title . CBC Programme Montenegro - Kosovo*
! Programme area “Montenegro: The municipaliies of Andrjevica, Bar, Berane, Biielo Polje, :
. Gusinje, Kolasin, Majkovag, Petnjica, Plav, Pocgorica, Rozaje and Ulcinj
Kosovo: West Economic Region, which is composed of the municipalities of |
Pejg/Pet, Isiog/lstok, Kliné/Klina, Junik, Decan/Dedani, Giakové/Dakovca;

¢ Programme overall Improve the standard and quality of iving of the people in the programme
objective | arega through the anviranmentally sustainable and socially Inclusive economic

! ' developmant of the region, with respect for its common cultural and natural |
A heritage. . : - i : |

. Programme thematic 1. Promaoting employment, lsbour maobility and social and cultural inclusion

| priorities, (as stated acress the border . .

i Annex [l tothe | 2 Protecting the environment, promoting climate change adaptation and !

mitigation, risk prevention and management
3 Encouraging tourism and cultural and nalu-al heritage
I 4, Technical assistance

' |IPA Il Regulation ) :

Programme specific Thematic Priority 1: Promoting employment, Jabour mobility and social
i objectives and cultural inclusion across the border : |
' 1. Improve the access o the labour market
2 Encourage socially vuinerable groups (o partic pate in society
Thematic Priarity 2: Protecting the environment, promoting climate |
change adaptation and mitigation, risk prevention and management:
1. Improve the envirnment, waste management and sustanable use of |
resources |
' o Reduce soil erosion and promote sail conservation
Thematic Priority 3: Encouraging tourism and cultural and natural
heritage: i
1. Improve the volume, guality anc vigibility of tourism
- 2. Promote and improve cultural and natural heritage and values
Technical Assistance f
To ensure the affective, efficiant, transparent and timely implementation of the
b = programme and awareness raising
| Financial allocation EUR 8 400 C00.00

2014-2020 b B . i
| Implemantation Indirect Management (subject to the entrustment of budgel implermentation
melhod asks) e

- Contracting Autharity = Montenegro.
' Ministry of Finance
. Central Finance and Contracting Unit (CFCU)
Stanka Dragojeviéa 2
Tel: + 382 (0) 20 230 630
S— | Fax: +382 (0) 20 230 657
| Releyant authorites  Montenegro:
in the participating | Minustry of Foreign Affairs and European Integration

- IPA |l beneficiary ! Stanka Dragojevica 2
| [Operating 81000 Podgorica
| Structures] | Tal: (+382 20) 224 439

Fax:(+382 20) - 224 419

' Kosavo;
Ministry of Local Government Administration

~This designation is without prejudice to positions on the status. and in line with UNSCR 12441989 and the 1CJ Cpinion an
the Kasavo declaration of independence
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| Former Rilindja Building
~Floors: 11,12 and 13, Prishtiné/Pridtina
- Tel: (+381 38) 213010

Fax: (+381 38) 213 904

| The JTS will be localed in Fodgorica, Montenegro.

| Antenna office will be located In Prishtina, Kosovo,
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section 1: Programme Summary

The programme for cross-border cooperation petween Monienegro and Kosovo will be
implemenied under the framework of the Instrument for Pra-accession Assistance (IPA I).
IPA |l supports cross-border cooperation with a view to promoting good reighbourly relations,
fostering union integration and promoting socig-economic development.

The legal provisions for its im plementation are stipulated in the fellowing pleces of legislation:

« Reguation (EU) No 231/2014 of tha European Parliament ard of the Council of 17
March 2014 eslablishing an Instrument for Pra-accession Assistance (IPA 1)

« Regulation (EU) No 236/2014 of the European Parliament and of the Council of 11
March 2014 laying down common rules and procedures for the imalementation of the
Union's instruments for financing axtarnal action

« Commission implementing Regulatior EU no 4472014 of 2 May 2014 on the specific
rules for implementing the 1PA 1 regulation

The document has been designed and drafted by the Minisiry of Foreign Affairs and
Eurosean Integration of Monenagra and the Minisiry of Local Government Administration in
Kosovo, with support of Cross-porder Institution Building Project (CBIB+), in zccordance with
the pravisions of the framewcerk for IPA I

1.1 Summary of the Programme

Main findings

The document covers an exiensive range ol subjects that have been analysed and that are
consicered to be ralevant to the fulure development of lhe programme arca, ranging from the
regional ecenamy, unemployment, agriculture, tcurism, education, health, culture and rature,
civil society, infrastructure, the legal fremework and snvirenment. These subjects have all
keen studied thoroughly using the Political, Economic, Social, Technological, Legal, and
Environmental (PESTLE)-analysis methodology, based on which the Political, Economic,
Soclal, Techinological, Legal and Environmental aspacts of regonal development with & cross
border impact in the programme area have been analysed. For each of the eight patential
thematic programme priorities defined by the Eurcpean Commission, a SWOT analysis was
cartied out, therewith idantifying the Strengths, Weaknesses, Opportunities and Threats of
each potential thematic programme priority. In particular, the issues of ermployment and social
inclusion, environment and tourism were considerad to be critical for the development of the

programme area.

Main areas of Intervention

As a result of the above findings and in close cansultation with all staksholders three thematic
priorities have been selected for the 2014-2020 Montenegro-Kosovo CBC Programmae, wiln
the following specific abjectives:

1. Promoting employment, labour mobility and socal and cultural inclusion across the
barder

e Improve the access to the labour market
« Encourage socially vulneraole groups 1o parlicipate in society

2. Protecting the environment, promoting climate change adaptation and mitigation, risk
prevention and management
« Improve the environment, (water and solid) waste maragemert and systainable use
of resources
« Beduce soil erosion ard promote soil conservatian
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3. Encouraging tourism and cultural and natural heritage
* Improve the valume, Quality and visibility of taurism
* Promote and preserve cultural and natura) heritage and valuas

In addition a fourlh Technical Assistance priority has been added in orcer to support the
initiation, im plementsation, ronitarirg 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, fram md September
2013 to mid-May 2014, However, preparatiors invelving both Operating Structures stared in
June 2013 and continued until May 2014 during which the pregramme document has been
revised two times. The desument at hand is the result of cluse znd intensive cooperation
between Montenegro and Kosova in this period,

In order to be able to get this document produced and endorsed, stakesholders wera
frequently consulted and asked to provide information {e.g. municipa and regional statistics
anc slrategies, nationzl and comestic statistics policy documenis and stralegies, donor
Publications and initiatives, ete.).

In addition the following initiatives were taken and events organized as part of the programmae
process:

A Joint Task Fores (JTF) was established, consisting of a representation of stakehalders
from both Montenegro and Kosovo for the preparation of this CBC programme.

- A survey on Cross Border Cooperation amang ragional stakcholders in the prugramme
area (municipalities, sactor associations™G0s and SMEs) was ceveloped, dssem inated,
collected, processed and gnalysed.

In-depth interviews with representatives of line Ministries were canducted in Qctober
2013

Two workshops were orcanized for cantral

JTF members — on 25 September 2013 in Podgorica for the Montenegrin JTF members
and on 1 October 2013 in Pristina for the Kosovar JTF members - to Inform them about
he objective of Cross Border Cooperalion, the technicalities of programming this
docurnent and their role as JTF members.

Three JTF mestings were 0'ganized, the first one on 18 October 2013 in Pejé&Fed o
review the draft situztional analysis of this document, the second ane on 15 November
2013 in Podgorica to review the draft programme strategy of this document and the third
on 25 February 2014 in Podgorica to present |he second draft of the document.

- A Western Balkan Regional Forum was organized on 21 and 22 November in Belgrade,
where representatives of Kosavo and Montenegro presentad the programiming process
and the main characteristics of the drait Programme document submitted to the EC by 15
Movember 2013

- Public consultations were keld in both Montenegro (30 October 201 d) and Kosovo (13
May 2014}, and the feedback was taken into account while preparing the final draf: of the
document,

The Commission commented on the first and the second draft of the document and
provided suggestion on impravemerts in preparation of the final version subm tted to the
Commission on 25 May 2014.

The table below gives an overview of the sieps ir this pregramming process,
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13 September 2013,

Kick off meeting
Kosovo i -
20.-21 September 2013, | Meetings and clarification interviaws with OS and line
Kosova ministrics T .
23 September 2013 Introduction meeting witn the MNE O3

Strategy development and formulation training for the OSs,

25 September. 2013 | TF, JTS of Maontenegro

26 September 2013 _ _

. -
Podgorica, Mantenegro 1| ic«-off mesting
!

27 September 2013

Information meetings at certral level
Kosovo : N =
01 Cetober 2013 Strategy development and formulation traning for the OSs,
Kasovo JTF, JT3

07-11 Cectober 2013 Consultative meetings and clarfication interviews with line

Montenegro ! ministries and OS - ]
18 October 2013 ': |
] 1% JTF meeting
Kosovo i
la: e i =
30 October 2013 i

! Public consultation with CBC siakeholders
Bijelo Polje , Montenegro l
ik i %

05-06 November 2013
Kosovo

15 Novembar 2013
Podgorica, Montenegro

CansLltative meatings with the CS

2™ |TF meeting on Programme Strategy

submission of the first draft of the Programming Document to
1 the Commission

15 Movember 2013

21-22 November 2013 Regicnal CBC Consultative Forum

Belgrade =
23 January 2014
Technical meating on the programming process,
Kosovo
frodeimei o
7 February 2014 Submission of the 2nd d-aft version to the Commission d
25 Fabruary 2014 . ;
Padgarica, iontenegro ST e
13 May 2014 I
| Public consultation,
Pejé/Pec, Kasovo -
May 2014 | Submisson of the draft final version to the Comm ssicn
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Section 2: Programme Area

2.1 Situation Analysis

Figure 1: Map of Programme Araa

The programme area for the Cross-
bordar Frogramme between
Montenegro and Kosevo covers a
territory of 8,725 Kkm® with a total
population  of abeut 708,823
inhabitants. The total sorderline
length is 75.6 km. There are twa
border crossing points; in Kulla/Kula
{on the road Rozaje-Pejé/Pad),
which is also a customs point: and in
Qaxar/Cakor {on the rcad from
Muriro linking Plav and Pejé/Pec
municipalities) that has been closed
to traffic for the last fourtean Vvears,

In Montenegro the gligiole area
cover 6,400 km” and is composed of
12 municipalities or a totzl of g24
settlements including the capital ity
and 11 main lowns. There are no
administrative regions ir Montenegro

J

and the following are the municipalities represented in the programme arzea:

* The municipalities of Andrijevica, Bar, Berane, Bijelo Polje. Gusinje, Kolagin, Mojkovac,
Petnjica, Plav, Pedgorica, Rozaje and Uleinj:

In Kosavo the eligible area covers 2,325 km® and includes the West Economic Region,
wnich is composed of the municipalites of Pejé/Pes, Istog/istok, Kiiné/Klina, Junik,
Decan/Decani, Gjakové/Pakovica.

Table 1 - The programmi ared

Municipalities of Andrijavica, Bar, Berane, Bijelo Polje, Gusinje,
Kalasin, Mojkovag, Pelnjica, Flav, Fodgorica, Rokaje and Ulcinj

West Econemic Region (municipalitios of PejéiPec, Istog/istak, !
Kling/Kiina, Junik, Decan/Det ani and Giakové/Bakovica)

£

R

" Source: KAS (2013). Kosovoin a nutshel Avallable at: bttp:/ask rks-gev. netiang;

|

w 4%



IPA || Cross-border programme
Montensg-o Kosove

The tetritory of the programme arse is bigger in Montenegro (73% of the programme area)
thar it is in Kosova (27% of the programme area). Six municipalities are directly on tha
relevant border, Bcrane, Roiaje and Plav in Mantenegro and Pejé/Pec. Istog/Istok and
Decan/Degani in Kosovo. The border line passes through the high mountain ranges of
Bjeshké&t e Nemun a/Prokletije (Accursed Mourntains) and Hajla also called the Albanian Alps.
Border crossing posts are located at high altitude and may be difficult to pass during winier.

The West Economic Region of
o Kosovo covers 2,325 kme and is

om0 Territories (km2) - ' bordering with Albania,
| RO o i Monteregro and Serbia. Pejg/Pec
Rt i | represents the centre of the region
Esre S0 . which covers SiX municipalities,
aoor | T PejaiPec, lstog/ Istok, Kiina/Klina,

i gnoo a Programms zrea | JUNIK, Degan/Decan,
ey Gjakové/Dakovica. The area s

. covered largely by lhe Dukagjini

i e e e Plain that borders the Albanian
MINE = Tutalprogramme i Alps. The highest peak is
it Gjeravica Mountain (2,656 m)

which is also the h.-ghest'peak In Kosove.

The eligble area of Montenegro covers the north-sastem part of the country, a mountainous
area bordering with Kosovo, Serbia and the capital city of Podgoerica. Mountain paaks reach
up to 2,500 metars and the territary is crossed by rivers, like Lirn, Morata and Tara, forming
canyons and valleys. The region is dominated in the east by Prokletije and Hajla mountains
adjecent to Albania and Kosovo. Another mountain range, Bjelzsica forms the centre of the
northern part of the eligible area. Padgorica is located in the central part of Montenegro,
where the popilation and economic activities of the country are manly concentrated. The
southern part of Pocgorica s amang the rare territories in the country where intensive
agriculture is possible and is reported to have the largest all-in-one piece vineyard in Europe.
The municioality streiches ta the northen shore of Skadar Lake, the largest lake in the
Balkarns.

The eligible area also covers two enastal muricipalities of Bar and Ulcinj. The municipality of
Bar, with its port infrastructure, is an imporiant entry and exit paint for large amounts of
goods, not only for Montenegro but also for its reighbouring countries. Consequently, it relies
lass on tourism than the other coastal municipalities. Even though the Morth-eastem region of
Monteregro is directly located on the horder with Kosovo, the coastal area has paradoxically
a better access to Kusovo via the new highway in Morth-West Albania.

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

Economy

in Montenegro, in order to reduce disparities in economic and social development across the
regions, the Morthern region iz a priority for all national development strategies. Regional
ecoromic development plans are based on the protection and preservaticn of the natural and
environmental resources of the region and on a high prierity gven 1o sustainable agriculiure
and food processing. tourism, sustainable forestry and creation of all types of "green jobs"” in
environmentally friendly sectars.

In Kosovo the same priorities are defined for the eligible econcmic region, 1o improve
efficiency in agriculture and forestry and to develap addtional sources of income fram
preserving natural assets and tour sm. Mining is another aconomic potential in an area that is
known for having the richest mineral resources in Kosovo (lgnite and bauxite minera's in
lslog/lstok and Kling/Klina municipalities).

oy m—
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Unemployment

Unemployment in the programme area is high by international standards. A decrease in
economic activity has been followed by a slgnificant decrease in labour demand. It could oe
dargued that the labour market has yet 1o absorb the charges in the system related to the
ransition to the market economy. Unemployment rate could also be associated with the
inadequate skills and education of the warking age population,

Transition from the ole socialist system to the market aconomy led to the negative trends in
tarms of equal rights for all, including the right to ampleyment, right to development and othar
basic human rights. Social stratification caused the emergence of so called losers of
fransition” class. Some of the sroblems of social inequality, howevsr, have deeper and
systerric roots. Such are, for instance, the problems related to gender inequaity and sccial
exclusion of Roma, recently increased with the emergence of refugees and displaced
persons. From the equity standpoint, refugees and displaced persons are particularly
vulnerable categories, whose difficult etenomic situation is frequently related to the issues of
social marginalisation,

The official unemployment rate in Montenegro in June 2013 was 13.23% in tha programme
area excluding Bar and Ulcinj where unemployment rate was 15,245 The unemployment
rates of particularly vulrerable groups, such as the internally displaced persons, refugees and
Homa are 10-20% higher than the average onest. In Kosovo the unempleyment rate js
30.9%. A high share of unempioyment of women (in Koszovo 40%) and of young people
(35.3% of age group 15-23 in Kosova) is a common feature, Unemployment is one af ‘he
main reasons for internal migration and emigration out of the area, negatively aifecting the
population growth and structure of the pragramme area. The overall population in the area s
decreasing and the em igration is high bath Montenegro and Kosovo, especially from the rural
and less developed areas where the unemployment rates are high.

The problem with unemployment is so avident that all the stakeholders pointed out tha: it has
to be addressac through the CBC programme, including the activities which will contribute to
the upgrade and development of lhe vocational education and support the self-employment
programs. Particular attention will have to be given to the social integration of marginalized
groups,

Table 1: No. of unemplayed persons

Mentenegro?
PG

Agricultura

Agriculture is an impartant sector of the economy in the programme area, congidering lhe fact
that the majerity of the Population lives in rural areas and their main revenues come from
agriculture-related aclivities. Kosovo has over 60% rural pooulation. In Mentenegro, with the

2 Montenegrin Sira‘egy of Sustainable Devalopment

¥ Source: Empicyment Ageney, June 2013
4 Kozovn Agency of Stalistics: Labour market dafa by municipalities 207 1: Final Resuts of the population census 2041
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exception of Podgorice, the share of rural population is also about 60%. Agriculture accounts
for 19 9% of GDP in Kosove and about 11% of the GDP in Montenegra.

Due to climate diversity, agricultura in the programime arca differs between the regions. The
farming systems in the Northem Region in Montenegro and in the programime area in Kosovo
have relatvely similar features

Tourism

Despite an uneven distribution of the flow of tourists, tourism is considered as an economic
oppoartunity for the whole programme area. Obvious synergies, potentially to be supported by
the CBC programme, can be built between the Northern Fegion in Montenegro and the
programme area in Kosovo. They have similar charactoristics in terms of environment, wild
nature and mountains. These barder regions in Montenegro anc Kosovo are also sharing the
same hinteriand location. Some smell-scale joint tourism initiatives and packages, for
exarrple biking and hiking trails, have already been Initialed, but many maore initiatives wauld
Ee needed for tourism to be able 1o realy take off and an integrated tourism development
approach backed up with the financial resources required is still lacking.

Table £: Tourism

Montenegra® Y 1,373,454

Education

The education system in Montenegro and Kosovo is managed at central level. Improvement
of the educational system and scheol infrastructure is a major priority for hoth governments.
The main preblams in the feld of education in Montenegro are: school infrastructure needs
to be upgraded; Roma and marginalised groups need to be better integratec in the education
system; there is an insufficent inclusion of children with special nescs; axisting curricula do
not prepare the young people for the market econemy anc entrepreneurship and there is a
lack of financial resources for scientific research and development. In Kasovo, a nurmber of
educational indicators worsened over the |ast decade, caused by the closure of schools,
shortage of qualified teaching stafl, deterioration of school infrastructure and a shorlage of
furding. On the one hand, school attendance in rural areas is low due to long travelling times

and poverty, while on the other hand classrooms are overcrowded in the main urban areas.

i, e

Tahle 3: Primary and Secondary
Education

Montenegra’

5 gouroe: Monstat - Sratistical Yearpook of Menienegra 2012 (cata for 2011}
B Qource: Kosauo Agency of Stafistics {2012) Series 3. Ecormic Statstics: Hotel Statistics 04-2011
7 8ource: Micistry of Education, schoal year 201212013
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Health

The health systems are relatively  similar in Montenegro and Kosovo, but different
demographics, with a VEry young poepulation in Kasevo versus a Population net old but ageirg
in Mentenegro, afect public health differently,

The National Strategy of Sustainable Develapment of Montenegro deplores the fact that "the
healts care system is to a great extent geared towards the provision of curgtive servicas” and
therefore considers prevention and health promotien programmes a priority. In Kosova, the
health sector is poorly and unewvenly deve'oped and the absence of a legal f-amewark for
health insurance is still hampering its development.

Tabie 4: Health services

Culture and Nature

I the programme area there are several different religious belisfs, traditions. and cultures.
The area is ethnically a mix of communities (Montenegrins, Albanians, Serbs, Bosniaks) that
fraditionally have been closely connected. There are somatimes strong bonds between |he
Populations on the two sides of the border that are rooted in the common language and
commonly shared persanal, cutural, commercial and poliiical belisfs and relations throughout
history. This cultural heritage and the regional identity af large are an asset for the tousistic
development of the programme area. Cross-ocrder cooparation could play an important rae
in protecting and prometing this heritage. The programme area is characterized by rich
ratural resoLrees, unspoiled nature and mountainous landscapes. The lack of daveloprment
has helped keep programme area's nalural beauty mostly untougned. The main natural
features in the Programme area in Montenegro are 3 National Parks, water resources and
NUIMETous mountain peeks, many of which are above 2,000 meters hign. The natural
resources in the West Economic Region of Kosovo include the Natioral Park of Cursed
Mountains (Bjeshkét e Memuna/Prokletije), the regional park of the Mirusha Canyons, and
other locations along the valleys of the region. which have a great potential for developmant
of winter and summer tourism. The region has potential to offer various sports and recreation
activities, health and curative services, as well as to develop eco and agro-tourismll,

® Kosovo Agency of Statistics: Edueation Statistics 2011-2012.

9 Source: Health Slatistical Yearboak 2010, Institute of Public Fealth

10 Sauree: Scurce: Kosova Nationa Institute fer Public Health: Stata of nealth of Kosave population 2010
"1 Regional Tourier Strategy for the Westen Region of Kusovn, RDA. 013

ey
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Civil Socisely

Encouraging regicnal CSO (Civil Saciety Crganisation) netwarks - incluging sport, youth anc
cullural organisations - could contribute 1o maintaining and strengthening the ties between the
communities on both sides of the border in this multi-ethnic programme area.

Infrastruciure

Poor infrastructure is a main obstacle to the economic and social development of the
programme area. The susiginable development and improvernent of transport and public
frastructure could contribute to sustainable economic growth and a gencral increase of
wealth in the programming area. Sustainability could be achieved through the increased use
of renewable energy sources and an integrated approach towards improving transport,
including non-polluting modes of public and private transport, requiring the involvement of
stakeholders from all sectors and at all levels.

Legal framework

Neither in Montenegro nor in Kosovo is there any specific legislation in place, nor any bilateral
agresment , that would in some way negatively affect cross border cooperation in the
programme areas in particular, differently from how It affecls otner areas. Of course the legal
framework of both IPA || Beneficiaries does regulate - be it prohibit, inkibit, lolerate of
stimulate - specific phenomena or developments, like for example measures related to
contraband, border safety or human lrafficking. But that is what those legal framawerks par
definition are for and they do not specifically apply to the programme area.

Environment

With the overzll development of the programme area largely relying on natural rescurces, the
environmental protection and preservation of these resources iz crucia for the sustainable
development of the programme area. Adzouate high quality water supplies ars necessary
bolh for use by local communities and local ecosystems. Energy conzervation and the use of
renewable fuels provide cost-effective and more suslainable atternatves to non-renewable
sources far power generation. Air quality could be preserved by limiting or eliminating the
discharge of harmful chemicals into the air and by minimizing the sources of air pellution.
Local communiiies have to support integrative approaches for managing, protecting, and
enhancing wildiife populations and habitats appropriate to their area. While providing a
protective covering ‘or soil. water, and the atmosphere, forests are also renewable sources of
an endlese variaty of products. In a heglthy ecosystem, policies and programs must balarce
economic end conservation needs. Land use practices and businesses that both conserve
ecosyslems and enhance lucal economies have to be developed. Improved waste
management. control ¢f poliution, an efficient use of energy resources and improved land
management are amongst the key priorities to be addressed by governmental and local
developmenl plans. The sustainable production of renewable energy, and in particular in the
sector of transport, heating and coeling, is an important issue for the programme araa and is
in line with the EU objectives of the 2020 "Energy and Climate change package™. The
conditions in the whole programime area are conducive to the production cf renewable energy
(production of hydroglectricity but also solar energy, biomass and wind power), which ia still at
a very 2arly stage of development.

2.2 Main findings

The main findings stemming from the situation analysis carried out in the previous chapter
may be sunmarised as follows:

Regional differences in terms of economic and social development, nat anly between
Montenegro and Kosovo but even within their ragions, constitute a characteristic of the
programme arsa.

in terms of private sector development there are clear synergies to be developed within the

programme area and to ba supported by the CBC programme. The entrepreneurial tradition
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identified in the programming area, with a lony histary of cross-border trade. should be
utlized. The challenge will be how 1g overcome the culture of a snert irves'ment horizon,
favouring shorl-term trade Opporiunities over long-term capital investments.

Unemployment is a major economic and social proglem across the programme zrea.
Creation of new jobs and impreving the unemployment characteristics (especially reducing
gender inequalities, stimulating employment of youth and the disabled) are amang the key

demanded and available labour force qualifications has te be reduced. Adeguate retraining
measures, by recognis ng prevous education, can improve the ratio between the labour force
demand and supply and reduce struclural unemployment. Alse, very impartant area of

mearginglized groups.

A clear agricultural policy, better land management, the improvement of irrigation schemes
end infrastructure and the introduction of a modern agro-processing indusiry, remain key
challenges and pre-conditions for an sfficient development of agriculture in the Drogramime
area. One of the main challenges in this thematic area will be the continuous migration from
rural to urban areas. which may impede the development of the rural Economy in the program
area. Both at contral and local levels, the development plans for agriculture are oftan Inked
with tourism. Their man development priorities could be easily supperted by cross-border
Initiatives.

The impaortance of tourism in the economies of Montenegro and Kosovo varies a lot - the
share of tourism in GDP eould be over 30% in Montenagre while it iz still nagligible in Kosove,
Nevertheless, tourism is a sector of potential growth for the cross-bordar area, thanks to rich
natural rescurces, unspoiled nature and mountainous landscapes, traditonal folklore and the
presence of valuable cultural and histeric siles, Tourism development could increase the
living standard and contribution 1o localiregional development, by keeping paople in the
villages and mitigating the problem of “aging” of the villages through the development of
agriculture and forms of tourism related to countryside and agriculiure — agro-tourism, eco-
tourism and countryside tourism. The development of this type of active outdoor tourism in
integrated packages (such as mountaineering, rafting, frakking, biking) reprosents an
Lpportunity for intervention in the geographical area.

Improving the educational system and school infrastructure is & major priority for the
Programme area. The CBC programme will have a limited role in addressing this issue but
could support exchanges between schaols and vocational training centres in the border
areas. The presence of higher eduration institutions and research centres in both sides of the
programme area is an asset not only for establishing academic cooperation, but also for
initiating cross-border research Programmes in sectors such as agriculture or taurism. It is
well known that vacational training curriculum s not aligned with labour market demand, but
there iz cerain oppartunity to heiter serve the |labour market through upgrading and
modamisation of VET services offer in the program ares,

Health prevention campaigns and healh education are patential activities to be covered
within the framework of the CBC oragramme.,

The cultural and natural heritage is a highly prospective asset for the touristic developrnent
of the pragramme area, with National Parks on both sides of the border, Linking cultural and
natural heritege promotion with tourism could provide various opportunities for development
and for cross-border coooeration initiatives. One of the main challenges will be to overcome
the lack of experience in arganising joini culture activities between communities across the
torder. Potential areas of intorvention  will cerlainly Include the development and
strengthening of local instituticnal capacities related to cultural and traditional values and
preservalion of cultural heritage sights.

The local network of community organisations both in Montenegra and in Kcsovo is diverse
and rich and some of them, such as the mountaineers associations, environmen: protection
organisations, conservation of the cultural heritage etc. could play an im portan! rale in lourism
development.

The who'e programme area is abounding in environmental resources and biodiversity.
Environmental protection and preservation s therefore the key for a sustainable
development of this area. The environment in -he pragramme area, is under pressure through
a combination of factors: poor water supply and sewage management, uncontroiled waste
disposal. unregulated urbanisation and, in some areas, industrial pollution; there is a risk of
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deforestaton due to uncontroled logging: rivers and lakes locally risk ocllution from ilegal
landfils and poar industrial and urban waste management; the intensive use of pesticides is
harming agriculture; the fauna in aad around tre lakes and rivers is suflering from over-fishing
and ilegal hunting. All these challenges are at the same time the areas of potenlial
intervention, which have to be followed by growing public awareness on enviranmental
protection measures.

"l 1™
T R N o i
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Section 3. Programme Strategy

3.1 Rationale

3.1.1 Justification for the selected intervention 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
improving tha relatively weak socic-economic situation in the regon, with its high
unemployment, especialy among youth and other vulnerable groups. This improvemcnt
can best be realised by capitalising on the strengths and opportunities of the Montenegrin-
Kosovo programme area, which is rich in natural resources and cultural heritage. providing
Ooportunities for forestry, agriculiure and mining, i 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 theretore developed in a sustainable way, wilh respect for
the environment.

The overall cbjective of the Montenegro-Kosove Cross Berder Cooperation can thus be
summarized as follows:

mprove the standard and quality of livi @ people in the programme area through the
environmentally sustainable and socially inclusive economic development of the region, with
respeet for its commoan cuitural and natural hertage,” S e e
In order to achieve this averall objective - fully suoported by the stuational analvsis and in line
with the outcome of the survey condueted among regioral stakeholcers - lhe following three
thematic priorities have been identified:

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

Justification: The basis of individual weath is income and the main source of income comesg
from having a job. Current'y unem pleymeant and consequently emigration is high In arder to
revert the pattern of migration, the economic situation should improve, especially for younger
people. The prospect of attractive forms of (self-) employment availatle in the region s a key
factor for young people and young families to build their future in :he region. which will in turn
allow the ragional sconomy to become more produclive ang grow turther. This calls for an
inzlusive aconomic development, wih opportunities not only for the healthy, talented and
well-to-do, oLt also for the most vulnerable groups in society.

Thematic Priority 2:
Protecting the environment, promoting climate change adapiation and mitigation, risk
prevention and management

Justification: the programme area is blessed with natural beauty, but at the same time suffars
from some serious oroblems ke erasion and pollution) that should be addressec urgently if
nature is 'o remain an asset and an Opportunity for the sustairable economic development af
the region. As a matter of fact that is nat cnly crucial for the development of the agro- and
forestry sector, but also for the well-being of the population at large. Moreover, it becomes 1
critical suceess factor for the next -hamatic priority:

Thematic Priority 3:
Encouraging tourism, culture and natural heritage

Justification: Tourism is still relat vely underdeve'oped, especially n the border area, andg
offers a great potential to capitalise on tre rich cultural and natural heritage of the region,
provided of course that the environment is clean. |f peogle realise that, then tourism
development could in return be a driving force for developing cleaner and more sustainable
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environment, while offering job opportunities and a source of income to the rural community.
Mostly unspoiled natural heritage in the programme ares, which includes National Parks,
waler resources, NUMerous mountain peaks and athar locations along the valleys and rivers
of the region, along with preserved cultural heritage, have a great potential for development of
winter and summer tourism, various sSpors and recreation aclivities, health ard curative

services, as well as to develop eco and agro-tourism.

Thematic Priority 4:

Technical Assistance

In addition to the above three thematic prioritiss, this CBC programme also includes a fourth,
technical assistance priority aiming amongst others at reinforcing the administrative
capacity of the autharities mplementing the CBC programme and of the beneficiaries. This
priority will also include the preparatory, management, monitoring, evaluation, ‘nformation and
control activities relatec to the implementation of the programme.

3.1.2 Coherence and compatibiiity with policies and projects

Arnex 5 gives an elaborate overview to illustrale the coherence and compatibility of the three
selected thematic prorities with policy and donor documents and initiatives. To this end the
relevant documents and initiatives related to palicies and to donor involvement are listed for
aach thematic priority and per IPA Il beneficiary.

The selection of Themalic Priority 1: Promoting employment, labour mobility and social
inclusian is justified by high unemployment rates and high emigration rates out of the ragion,
which hinder the economic development of the region. Kosovo's Private Sector Development
Strategy 2013 — 2017, developed by the Ministry of Trade and Industry underines tne reed
for a sustainable economic development of Kosovo and defines private investments and
further development of entrepreneurship as main generalors of economic growth. At the
sarre time, the Montenegrin Strategy for Employment and Human Resourcas Developmen
2012-2015 aims to create betier conditions for new jobs and investmen: in human capital in
arder to achieve higher level of employment and improve the economic competitiveness.
while Montenegrin Strategy on Devalopment of Small and Medum Sized Enterprises 2011-
2015 aims to achieve a more favourable business environmert which would reflect positively
in the strengthening of SME competitiveness, innovation and expaort, as well as leac 1o an
increase in employment and uniform regioral development. The European Commission,
through the European Office in Kosovo, in its "2013 Annual Programme for Kosovao’
formulated the initiative on “Education and Fmployment”, targsted specifically at young
people and long-term unemployed peaple, stressing the need for social inclusion of all groups
in society. Intemational organisations supported Mantenegro's economic policies and human
resources develapment through numerous projects. In the EU and regional contexi — this
thematic priority is in line with the South East Eurone 2020 (SEE 2020, ‘he regional growth
and development strategy which aims 1o address thc challenge of unemployment as the
major social challenge these countries face in a coordinaled manner. The strategy envisages
clear targets, indicators and policy measures to guide cogperation in line with IPA 1"
benaficiaries' priorties. The strategy rests on five pillars (integrated, smart, sustainable,
inclusive growth and good gevernance), all of which make an important contribution In
stimulating the economy to create new jobs, while ensuring that the right combinatian 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 environment negatively affects the guality af life and constrains the
sustainable economic development of the region. Kosovo's Strategy and Actien Plan for
Biodiversity 2011 — 2020, prepared by the Ministry of Environmert and Spatial Planning,
defines the following strategic objcctives: development of legal and institutional framework In
line with the EU standards and ils effective implementation; consarvation, protection and
irprovemnant of plant and animal speces; integrated protection of naiure through cooperation
with other sectors, sustainable use of biodiversity and equal sharing of benefits and
promotion of efective education ard communication for biodiversity. Montenegro's
Davelopment Directions 2013-2018, a document produced by the Ministry of Finance, delines
environmental protection pelicy as a pre-candition for preservng a healthy environment and
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the health of people, sustainable toursm, agriculture, forestry, rural Gevelopment, transport
and cnergy as pricrily development seciors in the ecological state of Montemagro. The
selection of this thematic priofity is in line with the climate policy objeclives of the EU. The
alignment wth FU standards in the enviranment and climate change sector coniributes to
strengthening acministrative Capacities and accelerating integration of Mantenegro into and
the approximation of Kosovo ta the EU’s zconomie and pelitical cemmunity. Therefore, it ig na
surprise that the EU and other internationa! donors were parlicuarly active n the fisld of
environmental protection and furded a number of projects in both IPA || Eeneficiaries (non-
axhaustive list in Annex B}.

Thematic Pricrity 3: Encouraging tourism, culture and natural heritage was zelected
tecause tourism is recognised as the patential growth sector for this region, with its cultural
and natura heritags. Tourism requires a clean environment and of‘ers possibilities to create
employment, so this thematic priority clearly complements the other two thematic prioritias,
Successful developrment of tourism could ensure employment and income for a sizeable

operational objectives: creation of tourism related and acuompanying infrastructure; creation
of unique sale offer: development of all-year-round tounst destination princiale: devealopment
of an appropriate insttutional and legal framework as the basis for crearing a successful and
sustainable tourism development. and increased participation of the local Jopulation in the
lourism industry. Kescve's Regional Development Agency West published a Regianal
Tourism Strategy for the Weslarmn Region of Kosovo and established a thematic Working
Group on lourism involving municipal representatives of the region, civil society, businesses
and institutions of higher education. Several international donors implemented projects in the
fiele of taurism, cultural and natural neritage In the programme area on both sides of the
bordear,

Against this background, the (hree Ihematic priorities are conerent and compatible with
policies of both Kosovo and Montenegro, as well as with donor pregrammes and projects. I:
should furthermore be noted that the thematic priorities are in full complianze with tha “IPA
Cross—Border Frogramme Mentanegro — Kosovo 2011 — 2013", which was als¢ focused on
the socio-economic development of the programme area, and with special attention for
tourism and environment. The Call far Propozals for supporting economic, ervironmental and
social development in the eligible areas under the IPA Cross Border Cooperation Programme
Montenegro — Kosovo 2011-2013 was launched early in 2014, As this was the first Call for
Proposass and the evaluation process was not concluded when drafting the programme
document, no leszson-learncd can be concluded from this process. Mavertheless,
Montenegro's and Kosova's experience in other CBC programmes points out ‘o the fact that it
is very importart to better understand the IPA legal framework and to set up efficient
management structures (NIPAC, OS, JMC, JSC, JTS), as well as tc run g grant schemsa in
order to beceme familiar with EL —funded calls for proposals.

3.2 Description of programme priorities

Below is a tabulated cverview of the programme strategy, one table having examples for
@ach thematic priority and a table for the technical assistance priarity.

[ S
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Thematic Priority 4: Technical Assistance
Srecific objective:

The specific ohjective of the tochnical assistance Is 10 ensure the efficient, effective,
transparent and timely implementation of the cross-barder Coaperation programme as well as
o raise awareness of the programme amangs: central | regional and local communitias and,
in general, the population in the eligible programme area. i also SUppons awareness-raising
activities in order to inform ctizens in both IPA |l beneticiaries. Moreover, as expetience has
shown under the programmng cycle 2007-2013, this priority will also reinforce the
administrative capacity of the authorities and beneficiarias implamenting the programme with
aview to improve ownership ard suitability of the programme and projects’ results.

The technical assistance allocation will be used to support the work of the Operating
Structures (QS) and of the Joint Monitoring Committee (JMC) i ensuring the efficient set-up,
implementation, mentoring and evaluation of the pregrammes as well as an optimal use of
resources. This will be achieved through the establishment ard operation of a Joint Technical
Secretariat (JTS) based on the territory Montenegro and an Antenna Otfice on Kosovo. The
JTS will be in charge of the cay-to-day management of the programme and wil be reperting
to the OS and JMC.

Intended resufts:

1. The administrative Support to the Operating Structures (OS) and Joint Manitoring
Committee (JMC) of the Proegramme is enhanced

Thiz priority will secure a smoath programme imolementation during all its phases. |t includes
the availability of the financial means and the deployment of qualitied staff in charge of
assisting the Operating Structures and the Joint Monitoring Commitice, as wel as
establishing and enforcing management, monitoring and contral mechanizms and
orocedures. If required, it will aiso contribute to the preparation of the successive financial
cycle (2021-2027).

Result indicators:

Indicator Unit | Baseline Target 2022
|_ f | 85%

Average share of beneficiaries satisfied with the Percentage ‘ No data |
programme implementatior support 14" |

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

This priority will also provide Opportunities for improving the competences and skills of the
management siructures of the procrammes, as well as of the potential aoplicants and grant
beneficiaries. Specific capacity 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 lessans
learned from the programme cycle 2007-2013, (i) an increased Derticipation of the JMC
members in the tasks stipulated under the IPA || lzgal framework will be expected; (li) the
capacity of potential applicants to cevelop susiainable cross-border parinerships will be

14 Requires a regular and simple survey using a standard questionnaire with closed types of
questions,

Fage 19 0f 77
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anhanced: and (iii} the capacity of grant beneliciaries to satisfactorily meet the chiigations of
their contracts will be reinforced.

Result indicators:

Kosovo

[ Indicator Unit | Baseline | Target.?ﬂ:.’z:\

iﬁwerage reass n_ihe number of proposals | Percentage | Mo data No data”
| received within sach consecutive call

rhuaraqe ‘ncrease in the number of concept notes | Percentage 0 10%
that would qualify for further assessment

+ Plagse note that In the financial perspective 2014-2020 possible tailored/stratagic Calls far Proposals are &nvisaged
with claar focus andfor cartain requirameans regarding petential bencficiarias, Az, Calls for Proposals mignt use the
ratating arinciple for the selection ot themalic priorities (TP and their epecific abjectives and in that respect the
number of praposals might not necessarlly be inureasec. For thase reasons, the potential expacted increzse in the
numnigar of applications recaived could be calculated tor eack consscutive call indlvidually and will be affected oy 4
factor that could be calculeted based on: 1) Total finarcial snvelope available, 2} Thematic priorities, specilic
chigectives and results included in the Call for Proposals, 2) Minimum anel maximum amounts af granis allowed, 4)
Mumber of applications and grants allGwed per apolicantico-applicantaffiiatec entity and 5} Apy nther spacial
pravisions influgncing varicus eligibilty ¢ riteria applizable for 2 specilic call for proposa Is.

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

The CBC programmes have been very popular in the eligitle areas thanks, amongst cther
things. to the visiblity actions undertaken during the 2007-2013 programime cycle. Looking at
the number of applicants in subsequent calls, it has besn roted that there is an increasing
interest for cooperation inifiatives, These achievements should be maintained and even
improved during the implementation of the financial perspective 2014-2020. A variety of
communication channels and publicity tcols should be developed o ensure regular
information between programme stakeholders and a wider audiencea.

Result indicators:

~L|

| Indicator Unit Baseline Target 2022

’?nreaae in the number of people Percentage 500 100%
arficipating in promotional events

| Visits to the programme website Mumber | 0 i 30,000 _|

Type of activities:

A nen-exhaustive list of potential activities covered by the technical assistance allocation
would include:

e Establishment and functioning of the Jont Technical Secretariat and its Antenna.

« Organisation of evenis, meatings, training sessions, study tours or exchangs visits 10
learn fram best practice of other territorial development initigtives

« Participaticn of staff of the management structures in Western Balkans or EU forums

» Preparation of internal and/or external manualsihandbooks

« Assistance to potentia applicants in partnership and project development (partners
search forums etc.)

+ Acvice to gran: beneficiaries on project implementation issues

+  Menitoring of project and programme implementation, including the establishment of
a monitoring system and related reporting

« Organisation cf evaluation activities, analyses, SUNVeys and/or background studics
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* Inlormation and bublicity, including the preparation, adoptian and regular revision of a
visibility and communication plan, dissemination (info-days, lessons leamt, best case
studies, prese articles and releases), promotional events and printad items,
development of communication tools, maintanance, Updating and upgrading of the
programme website, etc,

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

Target groups and final beneficiaries (non-exhaustive listy

* FPFrogramme management structures, including the contracting authorities
= Potentlal applicarts

¢ Grant beneficiaries

* Final project beneficiaries

=  Ceneral audience

3.3 Horizontal and cross-cutting issues

Harizontal and cross-cutting issues play an important role in the preparation and
implementation ol this programme. Becayse of their very nature they are namely per
definition a priority.

Protection and preservation of environment. natural resources ard cultural heritage is lhe key
to the sustainable development of the program area, Efficient use of energy rescurces and
better waste and land management, as wall as the contral of pallution are amaongst the key
oriorities of both governmenls. Beter guality of ar, water and soil, togethar with a rich
nistoric-cultural-artistic heritage in the bardering area that needs to be preserved, are the
prerequisite for the devealopment of tourism, Both cultural ard environmental heritage are
assets for the economic development of the programme area. Rich natural biodiversity,
untouched and atfractive environment, diversity of rnatural ‘andscapes call for the
development of eco-tourism related type of outdoor “experiences” as an inlegrated tourism
package (e.g. mountaineering. rafting, trekking, biking). Favourable natural condtions and
resources for diversified and sustainable agriculture craated specific culinary tradition where
agro-food products contribute to strengthering the identity and tourist expericnce of the
reglan. Further valorisation of natural resources in the view of econarric development is a key
issue for the development of the area. Absence of employmenl opportunities resulting in
emigration of young and qualified workers could be best addressed by opening 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 socially marginalized groups
and the issue of equal opportunities will he closely monitered in order o preven: any
discrimination based on sex, racial or ethnic arigin, religion or beliel, disabllity, age or sexual
oriervation during the preparation. design and implemertation of the coaperation programme,
Dissemination of informarion, for exam ple on an upcoming Call for Froposals, wil therefore
be widespread, without any prejudice or preference for whatever background of eligible
participants. And when organising information evenls it will be made sure that the venue will
ba accessible for disabled persons also.

Also, the indwvidual thematic privrities themselves have been chasen taking into account
horizontal and cross cuttirg issues, even though it is obvious that selected prioritics are tightly
infegratec tnroughout and across the supported activitiss within the programme. Taking an
isolated view of the selectad priorities, it could be cone'uded thal:

FPage 210f 77

Kozovo



IPA I Crasz-border programme
Mantanagro

. The selected themalic priority “Protecting the enviroament, prometing climate change
adaptation and mitigation, risk prevention and management” is a herizontal and cross-
cutting issue itsef and through a separate financial allocation will therefore be well
covered in this programme.

The selected thematic priority “Promating employment, labour mobility and social and
cultural inclusion across the border” even mentions the aspect of social ana euftural
inclusion, which means: inclusion for all. This is mcreover expressed and explicitly
covered through its Specific Objective 1o ‘Encourage socially vulnerzble groups 10
participate in sacisty”.

. The tourism sector, which is targeted through the selected thematic priority  of
“Enenuraging tourism and culturel and natural herilage” is known to emplay a relatively
higher percentage of women compared to, for example, the industry sector, thus
providing an additional opportunity to address and reduce femalz unemployment in the
programme area.

Projects prepared under the Area Based Development (ABD) approach 1o facilitate
sustainable growth in defined geographical areas in cross-border regions in the Weslern
Balkans, in particular rural areas characterized by specific complex development problems,
may be considered for funding uncer this cross-horder cooperation programme. Aceount will
be taken of the preparatcry work for lhe ABD approach already carried out in the cross-border
region covering Montenegro and Kosovo.

Double funding must be avoided and complementarity of the activities with other programmes
must be ensurad.
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Section 4: Financial Plan
Table 1 shows the indicative annual amourt of Union contribution to the cross-border
Cooperation programme for the period 2014-2020. Tabe 2 provides an indicative distribution
of the allocations per thematic priority as well as an indication on the maximum amount of
Unien co-financing
Table 1: Indicative financial allocations per year for the 2014-2020 cross-border
cooperation programme
Total
x IPA Il CBC PROGRAMME MONTENEGRO — KOSOVO (EUR)
Year:
2014 2015 2016 2017 2018 2019 2020 2014-2020
cBC. : :
E:E-ﬁ::ﬂcm (Y sagoan | 1200000 | 1200060 840000 | 1200000 | 1200000 § 1080000 | 7580000
prioritiasy -
Tecknical 380 000 0.o0 000 360 000 0,00 00 120 000 840 000
Agsiatance
Total (EUR) 1200000 | 1200000 | 1200000 | 1200000 | 3 200000 | 1200000 | 1200000 | & 400000
Table 2: Indieative financial allocations per priority over the 2014-2020 period and rate
of Union eontribution
IPA Il CEC PROGRAMME MONTENEGRO — KOSOVO
: ¢ Unilon Beneficiarles Rate of Union
PRIORITIES contribution co-financing o) P} contribution
EH =)} o = (a)+b) [d) = (alfic)
1. Thematic Priorty 1 - Fromoting gmpoyvment,
labeur mobiity and sugidl weg cultusal INGILEIcn 2100 000,00 370 588.24 £ 470 588.24 a5%
acroes the bordar ;
2. Thematic Prlorty 2 : Profecting the anvianmant,
Pramating climate change adaptation and mitigation, Z B30 000,00 444 T05.88 2 864 705,88 BE%
Sk pra-:errtrun_ and managsmant
3. Thomratic: Priorty 3 - Encruraging tounsnt: and = .
cUkal and natural hesitage e =840 000,00 518 82353 3458 82353 B5%
4. Teehnical Assiclance 340 CO0.00 i} B40000.00 100 %,
GRAND TOTAL {(EUR) 8400 009.00 1334 117.65 9 734 117.65

The Union contribution has been caleuiated in relatien to the eligible expenditure, which |s
basec on the total eligible expendi:ure including public and private expenditure, The Union co-
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firancing rale at the level of each thematic priority shall not be less than 20% and not higher
than 85% of the eligible expenditure.

The co-financing of the thematic prionties will be provided by the grant bengficiaries. Grant
beneficiaries should contrioule with a minimum af 15% ot the total eligible expenditure.

The amount dedicated to technical assistance ehall be Imited to 10% cf the total amount
alloczted to 1he programme. The Union co-financing rate shall o 100%.

Funds for the thematic priorities will be committed through Commission Implementing
Decisions covering one to three years zllacations, as aporopriate. Funds for technical
gssistance will be committed througn a separale Commission Implamenting Decision.

Section 5: implementing Provisions

The overall aim of the cross border pragramme s to implement high quality, result oriented
projects with a clear added value and of a sirategic nature, relevant for the cross border
programme area.

As a main rule, this programme will be imolemented through calls for proposals (CiF). The
Joint Menitoring Committee will be responsible for icentifying the thematic priarities. specific
objectives, targat beneficiaries and specific focus of each call for proposals which shall be
endorsed by the European Commission. it is foreseen that each call for proposals would be
tocused on lwo or maximum threc specific objectves at the timea.

Based on the priorities defned for each call for proposals, specific elements in order to
achieve projects with high level cross-border impact wll be defined. These eglements may
include among others:

a) Gereral calls for proposals (open to all intarested operators that are normally eligible
for the activity(ies)). In the case of general calls for proposals, the JMC may limit
each call for proposals to one or maximum wo themnatic priotities per call;

b} Targeted calls for project proposals narrowing the target group of potentlal project
beneficiaries.

Operations selected shall include final beneficiaries from both Montenegro and Kosove which
shall co—operate n the development and implemeniation of operations. In additian they shall
cocperate in eitner the staffing or the financing of operations or both.

As only four specific objectives were selected it would be easy to rotate selected specific
objsctives in groups of two to three in subsequent calls for proposal. Furlhermore, the cal can
have a greater impact il it is open 1o a reduced group of potential beneficiaries. such as
municipalities, civil society crganisalions or similar. The interded results should rotate in
subsequent calls for oroposals following an exsmple similar to ihe one Mustrated in the table
below:

Specific_ cbiective 1.1, result 1.1
“Mare people are focking for a job.

K.osovo
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Specific objecrive 14, result 1.1.2.
More unemployed peoole, including
students that finished or still in the
school. succeed in finding a job

General CfF

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

Specific objective 3.1, result 3.1.4.
Ouidoor  tourism activities  and
tacilities created and imoroved

Specific objective 3,1, result 3.1.3.
Sittes and buildings with a cultural
value canserved, revitalised and
open to public

Strategic Projects are defined as those which have a significant cross—border impact
throughout the Programme area and which will, on their cwn or in combination with other
Strategic Projects, achisve in particular a specific objective. Curing the preparation of the
programme no strategic proects have been identified. However during the programme
impementation period it might be conside~ed o allocate part of the financial allocation of the
programme to one o more strategic projecls. The identification of strategic projects will
depend on whether specific interest is demonstrated by both IPA || beneficiaries to adaress
specific strategic priorities which cleary follow common objectives and prave to have a clear
cross-barder impact.
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Strategic projects can De selected through calls for strategic projects or outside call for
proposals. In the latter case the programme pariners will jointly idertify and agree on any
strategic project(s) that will b2 appraved by the JMC at the appropriate moment along the
programme implementaticn. After the identification and contirmation of the strateqgic approach
by the responsible authorities and the JMG, relevant institutions (lead institutions for strategic
projgets) will be invited to submit their proposals in the farm of terms of referarce, technical
specifications or bills of cuantities. In thar event, after being oroposed and appreved by the
IMC and endorsed by the Commission, the CBC programme must he amended 1o
incorperate such a strategic project.

In both cases the received proposals will be evaluated on the basis of pre-defined and non-
discriminatory selection criteria. Strategic projects shall deliver clear cross berder impacts and
kenefits to the border area and its people and shall produce durable changes and effects that
extend beyand the cross borcer area and beyond current project content. Some general
critaria for selecting the strategic projects would be' impact on both sides of the programme
area: link with local, regional or other strategias far devalopment of the bordering areas; leval
of contributicn and co-financing ‘rom local authorities; num ber of population berefiting from
the intervention: cost effectiveness of the Intervention, complementarily with parallel actions,
sustainability of intervention.
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ANMNEX 1: Description and Analyses of the Programme Area
A1.1  Political

In Kosovo, the public administration requires reforming in order to implement its reform
policies. These reformsg are formulated in tha “Public administration refarm 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 racrganised systerm ard institutional capacity building far the
planning, drafting and monitoring of legislation

Lo

Ethics and transparency, for a public adminisiration that is ethical. transparent,
respensible, incorrupt, non-discriminatory and with equal apportunities,

4. Communication with and darticipation of citizens, for a reorgarized communication
syslem and strengthened participation of citizers in the drafting process of policies,
legislation and decision-making

5. Budgetary planning, for a planned budget in accordance with the priorities set by the
government

6. Budgetary execution, for a bettar effectiveress (performance) n budget execution and
dealing with requests from budgetary organizatiens in accordance with a set of criteria for
controlling revenues and for making oudgeat revisions

7. Internal control and auditing. for the improvemean: of the internal audit and contral system

Public procurement, far a modernisation of publie procurement procedures in accordance
wlih the international best practices and standards.

8. Organization of the oublic administratior, for the reorganization of the executive and ils
subordinated organs in accerdance with the approved recommendations

10. Human resources management and development, for a civil service which is professional,
impzrtial, incependent. merit based, including reform of salary system, orientad towards
citizens and businesses

1. Rationalisation of administrative processes through digitalization (e-governance), for
improved administrative services that are pravided by the govemment institutions for
citizens, businesses and itself, resulting in a meodarm, transparent, and well parforming
(Government

In Montenegra the national reform precess is focused on the eflicient and reliapie provision
of adequate public sector services, essentizl for achieving a higher level of lifa guality of
citizens and for creating a favourable economic and social environment. In view of ‘he fact
that Montenegro is in the advanced slage of EU integration, close attention is paid to the
administrative capacities needed for enforcing the EU Acquis communautaire, The aligrment
with the EU Acquis communautaire means not cnly the harmonization of laws but ziso the
developmrent of different sector policies related to administrative capacities thal are now not
qualified enough fo cope with naw challenges and requirements.

The Stratagy for Public Administration Reform for the period 2011 — 2016 has been adopted
as well as its implementation Framework Action Plan under which actions are dndertaken
during the reform of public administration, local sef-governments and orgarizations and
haolders of public autharisations. This is to rasult in a “structural acjustment of the public
administration system to the bect Eurcpean standards: rationalization of public administration:
its increased efficiency and savings; improvement of coordination insida public administration:
its openness, accessibility; and the participation of citizens in public duties performance”.

The fiscal policy of the public sector and its effects on the national bucget has been an issue
since Montensgro regained independence. Measures have been urderaken for ensuring
fiscal discpline, among which alsc the one restrictng the wages fund, while at the sare time
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measures have to be taken and funded to improve the efficiency of public administration and
to build capacities for managirg the process of accession to the Eurepean Unian.

As far as the country status regarding EU accession of Montenegro is concerned, the
decision establishing the MNegotiating Structure for the Accesson of Montenegro to the
European Union was adopted on 2 February 2012. On 29 December 2012 the Government of
Montenegra appainted the Chiet Megotatar for conduching negotiations regarding accession
of Montenegro te the EU. 33 werking groups Were estanlished to conduct negotiations for
certain chapters of the acquis, and 12 nagotiators - members of the Negotiating Group - were
apponted. By the end of 2013 the nagotialing structure consists of appreximately 1,300
members, including representatives of all social structures, public institutions, the academic
gommunity and c'vil society.

In March 2012, Montenegro initiated the screaning process. a detailed analysis of the level of
compliance of Montenegrin legislaticn with EU legislation. The screening of all negotiating
chapters was completed on 27 June 2013, In the course of that process 66 exolanatory and
bilateral screening meetings were held for 33 negotiating chaplers. Following the reception of
the EC Screening Report (for individual chapters), the Negotiating Structura will work on the
negotiating positions and development of reports on the negaotiating chapters.

The EU's relations with the Western Balkan countries take place within a special framawork
known as the Stabilisation and Assoclation Process. It has 3 aims:

1, Stabilising the counirles polilically and encau raging their swit transition ta A market
economy

2. Promoting regional cooperation

3. Eventual membership of the EU

A country is offered the prospect of membership (it becomes a potential candidae). This
means it should be affered official candidate status when it is ready, This process helps the
countries concerned build their capacity to adaopt ana implement EU law, as well as Europear
and international standards. It is based on an ever-closer partnership, with the EU cffering a
mixture of:

Trade concessions (duty-free access to EU markets

Economic and financial assistanca

Assistance for reconstruction, development and stabilization

Stabilisation and association agreements —a far-reaching contraciual relationship with
the EU. entailing mutual rights and obligations.

03N

Each country moves step by step towards EU membership as it [ulfils its commitments in the
stabilisatior and association process. The Commission assesses progress made in annual
progress reports.

On Kosove the European Commission chsaerved in & Feasibility Study In October 2012 that
increased alignment of legislation with the acquis was recommendad in order for Kosovo to
meet its obligations under a possibe future Stabilsation and Association Agreement.
Underlining tnat the pace of progress depends on Kosovo itself, the European Commissian
invited Kosovo to intensify referms and focus on implementation in the areas of rule of law,
judiciary, public agministration, electoral reform and the Assembly, human and fundamental
rights, protection of minarities, trade and internal market issues, and phytosanitary and
veterinary issues.'?

But a year latar, in October 2013, the Commission also obsarves that Kosovo has made
substantial progress in these areas.'®

In the context of the political criteria, the Kosovo government has increased its capacity to
address priorities of the European approximation procsss. It has demonstrated this capacity

15 50y Eropean Cammizalan - Feasibiity stady for 8 Siabilisation and Aseociation Agraement with Kosovo, Octaber 2012
16 Souree: Europaan Comrission - Kosovo 2013 Progress Reoon, Ocloner 2013
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by its follow-up to the short-tarm priorilies of the feasibility study and the preparations for the
negotiations of the Stabilisation ard Association Agreement. Steps have also been taken to
imorove the Assembly's oversight of the government's work, However, the decision of the
Assembly to cebate the outcome of a judicial case was a setback to Kosovo's efforte to
strargthen its institutions of democratic govemance,

Kosovo has demorstrated a commitment ta delver results in the fight against arganised crime
and corruption, including launching investigations and strengthening the legislative
framewark. First steps nave bean taken to produce harmonised statistics n this area, Kasovo
has also continued its goed cooperation with EULEX. The judicial system underwent
important reforn. Its coberent implementation will ba essential for bringing further positive
changes ane will need to be closely monitored. |n January, the laws on courts and an
prosecution entered into force, introducing new court ard prosecution structures, The new
legal framework is expected to contribute 1o the independence, effectivenass, accountability
and impartiality of the judicial system. Kosovo has also continued the readmission of pe-sons
from Member States.

Following teasibility study recommendations, the Assembly has modified the articles of the
Criminal Code an criminal liability of the media and the protecticn of journalists’ sources. Tha
Implemantation Menitoring Ceouncl, which brings Kesovo authorities and the Serbian
Orthodox Church together, has been established and functiens well. Public broadecasting in
\he Seroian langLage has also started. A new Language Commissioner was gppointac and
his office hag started to perform its functions. The budget and staff of the Ombudspersaon
have increased o that this institution can now deliver on its role as protector of goad
govarnance and human nights in Kosova,

Kosovo slill needs to ensure that electoral reform is completed and the legal framework
reflecls best practice in the EU. The Assembly needs to enhance its oversight of the
executive by improved scrutiny of craft legislation and by monitorirg the implementation of
policies and laws. The government nescs to ensure adequate participation in the work of the
Assembly. Financia independence of the Assembly has improved, but further seps are
needed (for example improving rues of procedure and legislation on the Assembly) to
enhance the financial and agministrative ind ependence of the Assembly,

On the rule of law, Kosovo nesds to provide corcrete evidence of results in fighting
organised crime and corruplion as a matter of priority, and strengthen legislztion and its
implementation. Kosovo needs to im prove furthar the reliatility of statistics in these arsas.
Kosovo needs to actively support EULEX in the implementation of its mandate, Including the
Special Investigstive Task Force, Kosovao is progressively takng on increasing responsibilities
from EULEX. The Structured Dialogue on the Rule of Law is an assential forum for Kosovo
and the EU to review progress in this regard.

Palitical interference In the work of the judiciary remains a serisus concern. The Judicial and
Prosecutorial Councils need to strongly respond to attacks against juoges, proseculors and
the judicial institutions. The Assembly and the goverrment need lo do the same. Appropriate
security and protection measures for \udges and court staff, as well as prosecutors, withesses
and plaintitfs, are necessary. Kosovo needs to take further measures to reduce the total
backog of cases, including the enforcemant of court rulings, and ensure trials are conducted
in appropriate premises and in line wth court procedures. The recruitment of judges and
prosecutars from minoritiss in accoroance with the legislative framawork naeds to continue.
Kosovo needs to ensure that the special prozecutian respensible for cases of organised
crime, war crimes and corruption maintains ts com petencies,

As concerns public adminisiration, Kosovo reeds to focus on the implementation of
legislation, the strategy and the action plan, which requires strong political guidance. The
professionalism of the civil service needs to be enhanced, and the persons belonging to
minorilies need to be well represented in line with the legislation. Political interference with
recrutment and appointment of public employeos needs to stop. In the area of human and
fundamental rights, the complex and overlapping institutional set-up for their promotion and
prolection needs to be simplified. More efforts are needed ir investigating anc prosecuting
physical attacks against journalists. The same aprlies to violent incidents against the lesbian,
gay. bisexual fransgender and intarsex (LGBTI) community. Progress is also needed in
enforeing property rights, for example through decreasing the backlog of cases anc improving
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enforcement of judicial and administrative decisions. Personal data protection legisiation
needs to be better enforced. The Assembly needs lo design a sustainable long-term funding
mechanism for the public broadcaster; appointm ents to its board still need to be completed.

On the protection of minorities, |legislation on cultural heritage and the Serban Orthodox
Church needs to be implemented. Local authorties need to be further supported to continue
the precess of decentralisation. The strategy and aclion plan for the Roma, Ashkali and
Egyptian communities nead to be implemented vigorously, as the situation of nese minarities
cn the ground remains a major concer. This is also important in the context of the visa
liveralisation process. Attacks motivatec by elhnicity or religon have to be investicated,
prosecuted and perpetrators brought to justice.

As regards the economic criteria, Kosovo has made some progress towards estaolishing a
functioning market economy. Considerable reforms and investments are needed lo enabe it
1o cope over the long term with competitive pressure and market forces. The challenging
economic situation in the region and the EU has started to affect Koscvo's economy, &lthough
less than in other countries of the region. Kosovo's GDP grew oy 2.5% in 2012. Fiscal policy
has been prudent and budget performance has been on track. A legally binding liscal rule
was introduced, to be ‘mplemented in 2014 Unemployment has remained very high. Kosovo
has continued sgnificant investments in its infrastructure. Continuous efferts are needed o
support macrogeconamic stability and improvement in the soclal situation. Kosovo needs to
improve its competitiveness and business envirenment, and support the privale sectar 50 as
to reduce unemploymenl. A scund business cnvironmant demands further measures ‘o tackle
the weak rule of law and corruption. Frivatisalion needs 10 egontinue. The informal sector
ramaings an important challenge.

The priorities in the arsa of European standards need lo be tackled in the context of
negotiations on the Stabilisation and Assosiation Agreement. Kosovo has completed lhe
restructuring of the Ministry for Trade and Industry so as to be able ‘o negotiae the trace-
related parts of the agreement effectively anc il has comoleted an impact analysis. Kosovo
has also undertaken efforts to prepare the agricultural census.

Az regards trade and internal market issues, improving Kosovo's business statistics is
essential. Kosovo needs to continue implementing the legal framework tor trade, competition
and the internal market. Kosovo needs to step up its eftorts in a number of phytosanitary
and veterinary areas that affect food safety, as defined in the feasibility study. In the energy
sactor, efforts to decommission the Kosovo A pawer plant need 10 De enhanced, The facus an
the pricrities of the feasibility study, on preparirg the negotations cf the agreement with the
EU and on the visa liberalisation dialogue has had an impact on progress in other sectors.

So although progress has clearly been made, al lot of work still remains to be dene. But 2013
has been a very important year for Kosovo on its path to the European Union. The decizions
of the European Council in June 2013 autherising the opening of negotiations for &
Stzbilisation and Association Agreement (SAA) represented the start of a new phase In EU-
Kosovo ralations. and lhe Commission aims to complete these negotiations in spring 2014, 10
initial the draft agreement in summer 2014 and thereafter to submit the proposals far the
Council to sign and conclude the agreement.

The Stabilisation and Association Agreement with Montenegro (SAA) cntered into force
on 1 May 2010, following ratification in all EU Member States. During the ratificalion pracess
~ which lasted just over two and a half years — the so called Interim Agresment was
implemented, referring to trade and trade-related issues falling uncer the competenca of the
EC. When the Stabilisation and Association Agreement entered inta force the Interim
Agreement ceasac to be valid and a new institutional framework for cooperation between the
EU and Monlenegro was established.

Although the Slabilisation and Association Committee of Mantenegro and the EU jeintly
concluded that progress was made in all areas of SAA implementation, annual Progress
reports also pointed to the need for additional legislative and instituticnal harmeonisation in the
[o'lowing 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 cstablish the Integrated Administration
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and Control Systam (IACE) for the enforcement monitoring and control of direct
payments, identification of land parcels (Land Parcel Identification System LPIS), and
montoring of the intervention measures for *he market management (CMO) = Comman
Market Organisation:

2. Food safety — Montenegro should establish & working body which wauld coordinate all
activities in the area of foog safety, including the control:

3. Taxes and customs — It is necessary 1o further strengthen IT sectors in the Tax
Administration and the Customs Administration. Aecording to recoemmendalions from the
last Progress Report, the last Law Amending the Law on Excise (Qlficial Gazette of
Monteregro 38/13) was adopted and it envisayes the abolition of the coffee excise
effective from 1 January 2015;

4. Financial control- It is necessary lo make additional efforts in strengthening the
independence of tre State Audit Institution and tha strengthening of the administrative
capacities of this institution.

5. Commercial law —it is necessary to ectablish an indepondant body for the control of work
of auditors:

6. Judiciary and fundamartal rights and Justice, freedom and securily— The most important
recomrmendations in this area are related to the constitutional retorms, capacity building
in the Administration for Anti-Corruption Initiative and the Public Ausit Institution, asylum,
elc. Some aclivties have already been carried out regarding the fulfilment of obligations
stemming from these two chapters. A detailed set of re‘orm measures has been
envisagea by the action pans for Chapters 23 and 24 which were adcpted by the
Government on 27 June 2013

7. External relations — It is necessary 1o clearly define the institution which would deal with
the export loans:

B. Environmental protection — t1e lack of strategie approach in the arca of water guality and
Wwasie management. It is necessary to strengthen adminisiralive capacities regarding
ehvironmental inspectors,

A1.2 Economic

Regional Disparities

Regional diffarances in terms of economic and social development, not only between
Montenegro and Kesove but even within their regions, constitute a characteristie of the
programme darea.

The Regional Develupment Strategy ot Montenegre measures these differences by
calculating a development index, which is a weighted average of basic socio-economic
indicators. According to this index, the situation of the municipalities within the programme
areain Montenegro is as shown in the graph 6.17

Figura 3: Index of develapmarnt of munisinalines in Montenegre
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the national average. The municipalities of Plav and Gusinje, in a landlocked location, have
the lowest leval of development in the country. The m unicipalites of Bar and Ulcinj, unlike the
other coastal municipalities, are also below the national average. However Bar i5 in & better
situat on due to the economic weight of its port.

Relatvely industrialised at the time of Yugoslavia, the northem region has faced a major
econamic decline. The whole norinern region contributes to the national GDP with only 18%.
The average unemployment rate as well as *he poverty rate ara significantly higher than in the
central and coastal regions. This situation leads 1o a constant da-nopulation of this region,
which may hamper further developmant plans. However, the region has valuable resources
which are mainly linked to its unique environment. This is particularly the case for the
agriculture and forestry sectors, far the production of renewable energy and for developing all
types of mountain and eco lourism. Small productior activities mainly relatad 1o food
processing (meat, fruit and vegetable) and wood processing are ra-developing and a lot of
afforte are devoted ta develop new tourism products.

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

The coastal “egion, apart from the activities related to the port of Bar, is highly depending on
tourism and related activities. However, foreign and national investments in tourism sector
were so far mainly concentrated in the western part of the cost. In terms of tourism
infrastructure, Uleinj and Bar are still far from being at the level of the otner municipalities of
the Montenegrin Adriatic coast.

In Kosovo, the programme &rea has a predominant'y industrial-agrarian based economy.
Agriculiure, trade, construction and food processing are generating the majority of local
turmover and revenues.

Currently, the major strenglhs of the West Econcmic Region lie in its geographical location as
a gateway ‘o neighbouring countries (Albania and Montenegro) with which it has a long
tradition of trade. The quality of iis natural environment, the potential for agricullure production
and especiglly tourism, as an attraction for visitors, are also factors favouring the economic
developmant of the area. The region has & relatively developed food industry with anterprises
supplying the Kosovo market and exporting 1o the nelghbouring countries. The eonstruction
sector (apartment buildings) and the food and beverage industry are particularly expanding.
The region is very rich wilh forest products which are very much required in the external
market and the timber industry is reviving. In addition capitalizing on the traditional
advantages in these sectors, RDA West {the Regional Development Agency for Westarn
Kosovo) underlines the need and setential for foreign direct investments (FDI} in the
irnovative sectors of information and communication technology {ICT) and business
sarvices. 18

Wast Economic
region

programme 12,203 57.82%

area

\With well over 40,000 businesses in the programme area the private sector is becoming an
important factor in job generation in both IPA || Beneficlaries. In Kosovo there are currantly
18,174 registered businesses operating in the programme area, accounting far 179% of total
number of businesses registered in Kosove. The overwhelming majority of companies are

1B 3yree; ADS West - Aogional Promonor Strategy of Imvastments i Ihe western egion of Kosove, 2013
18 5oyres- SWIF Supsert Agercy - A statizios Ovarview of Enteisss as of 30.08.2011
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SMEs, just like the overwhelming majority of SMEs are micra companies with less than 10
employees=", In Kosovo for example over 98% of all companies are micro com panieg,21

In Montenegro, 12,903 active
programme area (counting for 57.82% of the total number of active SMEs in Montenegra) but
34.73% of them are concentrated in the municipality of Podgorica?2.

ertrepreneurs and SMEs were aperating in 2012 in the

As shown in the graphs 7 and B, the distribution of SMEs per economic sectors is similar in
the two IPA Il beneficiaries, The main SMEs activity iz coneartrated in the trade sector {retail
anc wholesale trade) domirating with 45% n Kosovo2 and 435 in Montenegro, followed by
other activities n the tertiary sector (35% in Kosovo ard 39% n Montenagra). SMEs in the
primary sector were represen‘ed with anly 2% znd 1 % in botnh beneficiaries, but the number
is believed to be much higher due to the fact that majority ol farmers operate as family

: " ; business  nat  officially
Figure 4: Businasses by aconomic sectors in Kosove registered in  the tax
offices, 24

In the Kosovo part of the
programme area ard ir the
Morthern Region in
Montenegro, the private
sector is dominated by small
shaps, which sell maostly
importadd goods. Generally
speaking, the marulacturing
sector is underdeveloped,
there is a flourishing informal

e e = eing. economy, and businesses

- | B S ol - A have difficulties in obtaining
er ary sadtor 'Erlldl"f'EE:'IEr Cam ary secior Frimary sector s 5

[Servicasand olher [Trada)] {Ind ustry ang Capltar for Investment due to

[2gricuture) |

high credit interest rates of
fig — i T e e commercial banks. Tha
estimated size of the informal econcmy in Kosovo ranges from 40 to 50% of GOP25, This
weakens the trust hetween SMEs and the financial institutions and reduces SMEs’ access o
credit and ability to make use of formal mechanisms for disputes resolution. It alze
discourages foreign investment and in that sense cross barder cooperation. Amorgst the
important factors representing a constraint far the economic development of the prograrmime
érea are the lack of technological know-how and labour skils nzcessary 1o respond to the
market cemand for high-quality services and praduc's. In the food indusiry, the lack of
digtinctiveness (packaging, marketing strategy. etc.), poor branding and lack of guality

ceanromlcactiviiies) censtructian)

20 Saurce: Kosavo Bugness Begistration Agancy (KERA!, 2013

2" Sourse: SHE Development Strassqy for Kysmvo 2012 - 5018

22 Souee, O rectorale 1o Development of 3WEs, 2012

25 Source: Kosovo MTI SMEs Supprt Agency, "SME Annual Repart” 2009

4 Saurce Monstar “Analyeis of businesses by municipaliy and sector” Seat 2012

25 Source: Govarrment Programme for Pravention of the Infarmal Econarmy In Kesove 2010-2012
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Fi » Busin S 0 [ i } .. [ d '
iqure 5 Blusinesses by sconamic Secion i Montaragro standards i maijor

gonstraints  not  only  for
. export but also for supplying
) the internal mar<ets.

e In Montenegro, the natonal

market and tha tourist flow in

| the Coastal Region offer
=== | possibilities for marketng
| local products. something
| slill largely unexploied by

. ; g the Morthern Region. Linking
Tartiary sastor Tartiary sector Sgcandary sector Erimary sestor | <

I | Services and ciher Trade) {nedustry and {agriculture, fishing | the northern DFC]ﬂLCﬂOI"‘I
| wennomic activities) canstruetion] and murningy Capuﬁ-ity teg hlgh quzht}r

e ' : and traditional agro-fuod
products) with the soulhern market is a priority emphasized by many stakeholders and could
also oenefit to Kosovo.

In Kosavo, the Ministry of Trade and Industry has launched Industria. Parks and Business
Incubato® initiatives as a concrete measure 10 stimulate SMEs development. In the West
Economic Regon an incubator is established in Decan/Dedani and another one is planned for
Pejé/Peé municipality. In the West Economic Region of Kosavo, and with the support of EU
tunding, a Regional Development Agency (RDA) iz established, aiming to suppaorting the
economic development of the area. RDA has recently prepared a Regional Development
Sirategy 2010 — 2013. In addition the ROA West is iz currenty, with EC technical assistance,
rapositioning itself in order to become mare active as a ousiness advisory centre in regional
private support development

In Montenegro business support mechanisms are in place, but not always up to siandard,
Chambaers of Commearce are present in each region of the programme area but thair activity is
limited in scope. There is & business centre in each municipality, providing support and advice
to the entrepreneurs. Business incubators, under the umbrella of the Directorate tor
Development of SMEs (SMEDA) are operating in Podgorica and Bar and the opening of
another one is planed in Berare.

In Kosove a strategy for regional development, providing an cverall and integratad
tramewaork for regional and/or cross-regional priorities, is not in olace. This issue is currently
being addressed, with the support of EC technical assistance and has already resulted in the
creation of an association of ADAs, ARDA. Meanwhile the main regional strategy for the West
Economic Region is in olace, prepared by the RDA WwWest, and n close cooperstion with thea
municipalities in the region and incorporating the municipal strategies.

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

In Kosovo and Montenegrao it is worth noting though that policy reforms to stimulate privats
sectar 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 Kosovo®® [going up
from rank 96 to 86) and Montenegro?’ (going up from rank 50 to 44) improved.

26 5o Mo Awww.do ng'uus.ness.org,-'dam."cxg'laraemnamies.ﬂ-:ﬂsuuu
27 gaurce: hitty:rwww doingbusiress,org'data’exploreeconomiesimonianagra
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tarting a Busincss 100 126

KOsQvoas

WW&W%WM&M

Dealing with Construction permits 138 152 cod
Getting Electricity 121 120 -1
Registering Property 58 75 ' AT
Getting Credit 28 24 -4
Protecting Investars : 98 95 -3
Paying Taxes 43 42 -1
Trading Across Rorders 121 122 1

Enforcing Contracts 138 138 1

Resolving Insolvency 83 a6 &

Recent business reforms in Kosova:

1

Starting a business: Kosovo made starting 2 business easier by creating a on-stop shop for
incarporation

Dealing with construction germite: Knsovo made dealing with construction permits eagier by
eliminating the requirement for validation of the main construction projects. eliminating fees
far technical approvals from the m uricipality and reducing the bu Iding permit fea,

Registering property: Kesovo made ‘ransferring property easier hy introducing a now notary
system and 2y comoining procedures ‘or drafting and egalizing sale and purchase
agresmaents.

MONTENEGRO22

e In Rank'

'Star.‘i'ngaE!usiness BE R D

Dealing with Construction permits 108 174 68
Getting Electricity 89 84 -1
Registerng Property 58 114 15
Getting Credit 3 3 Mo change
Protecting Investors 34 32 -2
Faying Taxes a6 85 LI
Trading Across Eorders 53 a1 L
Enforcing Contracts 136 134 -2
Resolving Insolvency 45 45 Me change

Recent business reforms in Mantene gro;

1.

Dealing with construction permita: Montenego made dealing with canstruction permits
easier by introducing a one-stop shop and imoosing strict ime limits for the iszuance od
approvals

Feugistering property: Mentenegro made regisiering property essier by introducing a
notary system

28 Saurco: Word Bank - Doirg Business 201<, Kosovs {Hankiag out of 189 economies)

23 Source: Warkd Bank - Deing Business 2014, Mortenegra {Ranking cut of 189 aconomies)
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In eum. in terms of private sector development there are clear synergies to be developed
within the programme area and o be supported by the CBC programme.

In Montenegro. in order to reduce disparities in econcmic and soclal develupment across the
regions, the northern ragion is a priority for all national development sirategies. Regional
enanomic development plans are based on the protection and preservation of the natural and
environmeartal resources of the region and on a high priority given 10 suslainable agriculture
and food processing, tourism, sustainable forasiry and creation of all types of “green jobs” in
enviranmentally friendly seclors.

| The same priorities ae defined fer the two gcoromic regions in Kesovo to imprave efficiency
in agriculture and forestry and to cevelop additional sources of income from preserving
ratural assets and taursm. Mining & anather economic potentizl in an area that is known for

having the richest mineral resources in Kosavo (lignite and bauxite minerals in Iston/Istok and
| Kliné/Klina municipalities). B

Labour market and unemployment

In Kosova, with micro companies (i.e. companies with up to 3 employeas) representing more
than 98% of all companies, it should come as no 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 opporiunities for development and creation of employment and far
increasing or compensating for limited family income are still in agriculture. The private sectar
in Kaosovo emplays about wo third of the total number of employees, whilst the public sector
employs asout one third.

In Montenegro agriculture is mare ‘mportant for employment in the rest of the programme
arez ithan in the Bar and Ulcinj. Services. mainly in trade and tourism seclors, are
predominant. Public services (particulady municipal services), are a major and oftan main
amplayer. The distribution of emplayment oer region ane per economic sector in Montenegro
i shown in graph 9.
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The average ret salary per month in Montensgro iz reparted to be lower in the Northem
Regior than in than the national average?®. As regards the difference in salary level. zalaties
in Montenegro are according to Eurostat statistics about three times higher than in Kosovo®!

30 50yroe MONSTAT, Official Statement , salaries in Seprember 2010
31 2g.rce: UNDP — Koscvo Human Developmemi Report 2012, private sector and employment
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where on estimate 34,5% of the population lives in poverty and 121 aven in extreme
poverly,&2

Figure 6: Average rmonthiy salaries (in Eiros) in central Eurapean and Balkan countmes, EuoStat 2010

It should be noted however that in programme area of both Montenegre and Kesovo,
considerable number of people wor< outside the programme area or even abroad and are
wery active in providing aid to their families. Remittances, thus, play an important role in
subsidizing incomes and local consum ption.

In Montenegroe unemployment is still 2 major economic problem and is characterized by
significant regional differences. The official Lnemployment rate in June 2012 was 13.58% in
the programme area. A high share of unemployed are women and of young peopla,

In Kosovo unemployment is also a major challenge, and the regions West and North are no
exception to this, with an unemployment rate of around 50%. The number of registered
employed people in 2011 in the Wesl Econom|e Fegion was 42 703, while the total number of
registered unemployed then was 45,050 people  (unemployment just over 50%), with the
majority of them belonging to the ags group fram 29-35. However, this might not reflect the
real situation considering that people involved in agriculture are counted as self-employed
and the rate of employment in agriculture is most probably owverestimated (hicden
unemployment). Approximately 40%; of uremplaoyed are women.

In conclusion, regardless of the fact that the statistics may have a relatively big e-ror margin, |
the consensus is that unemployment in the Kosovo programme area is still extremely high, |

Agriculture and rural developmaent

Agriculiure is an impartant sector of the econamy in the programme area, cunsidering the fact
that the majerity of the population lives in rural areas and their main revenues come from
agriculture-related activities. Kosovo has over 60% rural population. In Montenegro. with the

u Source Economic Stafistics 2011 - 2012
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exception of Podgorica, the shae of rural population is also about 60%. Agriculture accounts
for 10 % of GDP in Kosovo and about 11% of the GOP in Mcnlenegro.

Due fo ¢l mate diversity, agricuiture in tne programme area differs between the regions. The
farming systems in the Northern Region in Montenegro and in the programme area in Kosovo
have relatively similar features.

In Montenegro, the agriculture in the Central Begion (Podgorca) is more intersive and
export oriented; while in the Coastal Region agriculture is orientec oy the growing importance
of the tourism industry. The Morthern Region in Montenegro has the largest share of areble
land in the country. The share of population living from agriculture is also much higher than in
the Southern Regions (about or over 10% in most municipalities while the national average IS
only 5.3%). The alluvial soils in lowlands and abundance of water make this region suitable
for crop and vegetable production, fruit as well as livestock. Plateaus are acdequate (o high
quality potato production. A large part of the territory is coverad with grasslands, proper for
summer pasture of cattle. Particularly important for the identity of the region are the summer
pastures or “katuni®, temparary seftlsments for cattle and sheep breeders. A few hundreds
are still used, some of wnich are owned and used by breeders from Kosovo. Small and
medium processing units for meat and vegetables are operating in the region. Due to an
nsufficient production in Montenegro they are oiten buying a part of the raw material in
Kosovo. Forests constitute a major asset for the sustainaole developmenl of the country. With
545 of its territory covered with forests, Montenegro is one of the more forested countries in
Europe and more particularly of the northiern ragion. One third of forests ara privately owned.
Farest fruite. medical and aromatic plants are a potential which is still to be developed.

As far as the Central and coastal regions in Montensgro are soncerned, Podgorica is the
main lowland region and has optimal conditions for diversified production: vegeable, fielo
crop production, livestock, fruit and wine. Wina is the main export ofiented production in
Mantenegro and 75% of the Mantenegrin vineyards are locatac in Podgorica municipality.

lhe coastal region in Montenegro is especially suitable for subtropical fruit and olive
producton. Over B0% of the total number of citrus trees in Montenegro grows in Ulcinj and
Bar. Olive production is a tradition in Ulcirj and Bar where 50% of the latal production in
Montenegre is concentrated. The alive oil, known for its quality, is produced in small
processing units and almosl exclusively sold on site and in local grean markets. Considering
the demand for domestic olive products, this production has a big potential for development.
The hilly relief of the coastal area is aiso fich with honey plants and medical herbs and is
suitable lor cattle breed ng.

In Kasove the natural conditions in the programme area are suitable for a diversified
development of agriculture. Agricultural productivity is often based on small plots of arabls
land and small-scale family households. Most agricultural praducts are for self-consumption,
but a good part of the West Region's production is traded on the Albanian side of the barder.
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. Fruil-growing is increasing rapidly,
making the region one of the main suppliars of the Kosovo marset with apples. The mountain
part of lhe territory is dedicated to caftle-breading, milk production and forestry. The area is
alzo well-known for the cultivation of trout, truck farm ing, viticulture and beekeeping. The
cattle-breeding sector, including the processing of milk, with one of the biggest milk
production plants in Kosovo locatad in the regior, as well as developed small-scale meal
processing industries, make ‘he region imoertant for supplying the Kosovao markel, The
Dukagjini Plain is of particular imporiance for the agriculture development of the region. Its
geographical location, the fertile sail and climatic conditions are ideal for the development of
horticulture, [ruit production and beckeeaping as well as arable and livestock (including poultry)
farming. The largest part of the terrilory is covered by pastures. Agricultural land consists of
arable land, gardens, orchards, vineyards, greenhouses, meadows, pastures, and land lefi
fallow.

Kosown
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| An averell observation for the whole orodremme area is that a clear agricultural palicy, better
land management, the improvement of irrigation schemes and infrastructure and the
Introduction of & mocern agra-processing industry, remain key challenges and pre-conditions

for an efficient development of agriculture in these regions. At the governmental and local J

_levels, the develogpment plans for agriculture are often linked with tourism.

Tourism

The importance of tourism in the economies of Montenegro and Kosovo varies a lol. Cn

estimate®, by including the crey market, the share of tourism in GDP could be aver 20% in
Montenegro while it is still negligible In Kosava.

In Montenegro, the Coastal Region is a very popular tourist destination, in contrast to the
MNorthern Region where tourism is still in ar early stage of development. The whole Coastal
Region makes up over 95% of all avemight stays in the country, mostly during the noliday
months of July and August, Within the programme area, in 2011, Ulginj and Bar made up
almost a quarter of all overnight stays in the country. It was enly just over 1% for Podgorica
and even less than 1% far the programme area in the Nerthern Region™

Unger the brand ‘Montenegro-Wild Beauty®, all efforts are row oriented towards “integrating
all regions into a single high quality destination™. This integrated approach includes
improvemeart of pubiic infrastructures, environmental protection and preservation of traditional
agriculture and hancicrafts. Promeoting “quality instead of guantity”, the goal is to decrease the
pressure on lhe coast by axtending the tourist season and by including the northern
municipalities in the tourism offar.

Despite the current low level of tourist visits, the Morthern Region of Monlenegro has a
octential for developing tourism related to mountain sports (skiing, hiking, biking, rafting, ete.).
Donorg' initiatives ard private investmenis in hotels already succzeded to increase teurism in
the Morth and new niking and biking trails are being developed. And Kolasin (the anly ski
centre in the programme area) is becom ing a tourist centre for the region. In spitz of the
intended integrated approach there is a tendency however for municipalities in the region to
develop their own facilities and capacities.

The Central Region, Podgorica, s not relying on tourism for its further economic
developrient, bu: nevertheless in particular wine tourism is develcping.

The Coastal Region is a pooular ‘ourist destination during the summar perod. In 2011 as
much as 1,130,387 overnight stays were registered n Bar and 878,305 in Ulcinf®, In U'cinj
about two third of the tourists are reporled to criginate from Kosovo. However, both
MLnicipalities are sulfering from insufficient investment in the tourism sector, Particularly, the
hotel industry is less developed than in the other coasts municipalities and private
accommodation is predominant (often not registered, which reduces lax income of the
municipalities). In addition, the municipal infrastructure and urban planning are not adapted to
this seasonal influx, addirg pressure on the gnvironment and quality of life of tha inhabitants,

In Kosovo the tourism industry is still still in an ear ¥ stage of development in both economic
regions and dominated mainly by dzily tourism. A main reasan fort his is that, contrary to
Montenegro, Kosovo is landlocked and lacks the coastal ne that Montenegro avails of.
Tourism infrastructure is therefore much less developed, which in tum is a cause for aftracting
less tourists,

Nevertheloss, fourism is a seclar of potential growth for programme area in Kosove, thanks to
natural resourcas, unspailed nature and maountainous landscapes, traditional folklare and
some the presence of valuable cultural and Fistoric sites. Pejé/Pec's, with the renowned
Rugova Valley for example, could be of interesl ta mountain teurists. And it has heen

33 gayrma; Martenegro Tourism Devalopmant Strategy te 2020 (2008)
mSour-:a: Mansta: - Statistical Yearbook of Manleneg-a 2042 'data for 201 1
35 Source: Manteragre Tourism Development Strategy to 2020 (2008)
38 Bource: Monstal - Statishcal Yearhook of Mantenanro 2012 idata far 2011)
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proposed that a jeint area in Albania, Montenegro and Kosovo will form the Cursed Mountains
(Bjeshk&t e Nemuna/ Pro<letie) National Park. And the Decan/Dectane Monastery Is a world
heritage site, under protection of the UNESCO. It comes as ro surprise then that it is widely

agreed that “the sustainable development of the tourism sec-ar should be based on natural
resaurcas and cultural heritage, which represent a competitive advantage of this reginn".?’T

In conclusion, despite an uneven distribution of the flow of tourists, tourism is considered as |
an economic opporlunity for the whala programmé area. Obv ous synergies, potentially to be
supported by the CBC programme, can be built between the Nerthern Region in Montenegro
and the Economic Begion West in Kosovo. They have similar cnaracteristics in terms of
environment, wild nature and maountaine. Thase border regions in Montenegro and Kosovo
are also sharing lhe same hnterland locaton. Some small-scale joint tourism initiatives and
packages, for example biking ard hiking trails, have already been initiated, but many more
initiatives would be needed for tourism to be able 1o really take off, reguiting an integrated

tourism development approach backed up with the financial resources reguired.

Al1.3 Social
Demography
Total Montenegra™2

Total Kosovo 3 S s 1815506 166

Wast Economic Reglon (munisipalities of Pejé/Pec, Istogiistok,
Kliné/Klina, Junik, DeganiDecani and Gjakové/Blakovica) as eligible 320,731 128
area

The population living in the programme area accounts for aimost 18% of the tolal popuation
of Kosovo and 62% of Montenegro. Kosovo's astimated population in the programme ared is
slightly lower than the population of Mentenegro. Generally, on Kosovo's territory, the
population density is ralatively high whie it is low in Montenegro, particularly in the
mountainous Continental Region which constitutes more than half of the programme area in
Montenegro. There is a tendency of internal and outward migration, negatively affectirg the
growth and structure of the population in the programme area in Kasovo and in the northern
region in Montenegro.

In Montenegro the population of the programme area is predominantly urban with almost half
of it concentrated in Podgorica. However, in the Northern Region and even in the Coastal
Region, lhe majority of the population ig gtill living in rural areas.

In Kosovo there is a low urbanisation level in the programms area: around 70% of the
gopulation is rural. The area is demographically young, with over half of the papulation
younger than 29. Albanians make up the majority of the total population, and the rest is

37 Source: ROA Wast - Regional Tourlsm Sirategy fuf ihe westarn region of Kosovo, 2013
38 source; MOMSTAT, Census 2011
39 gouree Statistical Office of Kosova' Key Indicaters of Papulation” I

-ack. fksnov.netenn’. wilh coraction for Morh
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composed of Serbs, Roma, Ashkali, Egypticns, Bosniaks, Turks, Croats, Gorani,
Montanegrins,

In Montenegra the age distribution in the programme area is similar, although less extreme,
with almast half of tha pepulation younger than 29 years old. However, in many mountzinous
localities, the ageing of the inhabitants is a major constraint for gconomic development that
relies heavily on tourism and traditional agriculture. The majority of the population i
composed of Monlenegrins and Serbs. However, in the coastal municipalities as weall as in the
municipaiities of Plav and Gusinje in the Morth, Albanians lorm a strong minority community
and even constitute a majority in the municipality of Uleinj. In the northern region the Bosniak
population is also very important and "eparted to be traditinrally active in trading with Kosovo,
The situation of over 10,000 displaced persons ifrom Kosovo residirg in Montenegro, in
particular those from Roma, Ashkali and Egyptian community, is still an jssue. Most of them
left Kosovo for Montenegro because of the war In 1999, In addition to this group, the number
of asylum-seekers has increased significantly since 2011, hut according to UNHCR for them
Montenagro is mainly a transit couniry, 40

Education

The education system in Montenegro and Kosovo is managed at the cenlral level
Improvement of the educational system and school infrastructure is a major pricrity for both
governments,

In Kosaveo a number of aducational indicators worsened over the |gst decads, caused by the
closure of schools, shortage of qualified teaching staff, deterioration of schaal infrastructurg
and a shortage of funding. Aiso demographic changes (due o migraticn and high birth rates)
have influenced the ‘unetioning of schools. Cn the one hand, schoal attendanee in rural areas
s 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 pe- classroom,
tompered to the Kosovar general norms of 30-32 pupils per classroom and a lot of sehools
operate in shifts. Primary and secondary education in Kosovo is free and financed by the
goverrmental budget. Education is obligatory for all from the age of 6 a0 15. In addition to
public education in Kosovo, the offer of private edueation is limited, but increasing. Primary
and secondary education is provided in Albanian and Serbian languages through zeparate
curricula.

In the West Economic Region there are 174 primary schools uffering education to around
51.855 pupils. As far as secondary schools are concemed, there are 27 high =schools for
19,483 pupils, while lertiary education is provided at the, two public universities: the university
"Haxhi Zeka” in Pejé/Pe¢ anc the “Fehmi Agani” university in Gjakova/Dakovica. Although
private university institutions haye proliferated in Kosovo, the FUblic university system is still
the predominant provider of education al that leve' ™. |n order to upgrade the level of skils
and to better link the educational system to the requirements of the labour market and
investment cpportunties. the cantral government has proposed the estaslishment of a
Competence Certre. RDA West argues this would be beneficlal far :he develcpment of the
region and that this plan should therefore get more active suppert from lncal autherities in the
region2,

In Montenegro primary and seconcary schools are considered to be well distributed over the
territory and are basically covering the education needs, including in the rural areas. The main
problems in education are: seAcal infrastructure needs to be Jpgraded: Roma and
marginalised groups need to be better integrated in the education gystem; there is an
insufficient inclusion of children with special needs; existing curricula do not prepare the

“0 Source: UNHCR, www uthcr.argipages/49e460ue6 2013

 sauree: Conter for National Palicy - Education, the Key to Kosovo's future, March 2013
http.-'.-'u"pf.:n';n{-.org-'.ht-'c.-"u'iewE'uggerTr'Ezd-'i-'d139&-‘pi-:1-'35535

*? Scurce: RDA West - Regoral Proetion Stategy of investiments n the westerm regicn of Kozaws, 2013
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young people for the market economy and entrepreneursnip; and thee is & lack of financial
resources for scientific research and development*d.

In the programme area there are 96 primary scheols far around 42,044 pupils and 28
secondary schools for 19,879 stucents {at least one in each municipalityy*. Education is
provided in the Mcntenegrin language, but also in the Albanian language in municipalities
predaminantly inhabited by ethnic Albanians. As in Koscva, acucation is obligatery for all from
the age cf 6 to 15 and is directly administrated by the Ministry of Education.

There are three universities based in Podgorica: the public University of Mantenegro (19
faculties and 3 institutes) and two private universities, the Mediterranean University {8
faculties and 1 research centre) and the Uriversity Donja Gorica. The University of
Marienegro and the Mediterranear: Lniversity have branches in Bijelo Palje, Berane (Faculty
for Management in Transport and Commurication) and Bar (Faculty for Business
Management / Faculty for Business and Economics).

There is no forma cooperation agreement between the universities ir Montenegro and the
universites in Kosovo, but the two universities in Mantenegro have initiated discussions and
exchanges with the public and private univeraities in Pristiné/Pristine. Tneoy are also
collaborating within the framework of several Tempus projects.

In conclusion, improving the educational system and school infrastructure is @ major priority
for tne programme area, particularly in Kosovo. The CBC programme will have a limited rcle
in addressing th's issue but may support exchanges between schools and vocational training
centres in the border areas. The presence of universities and research centres in both sides ‘

of the programme area is an asset end an opportunity not only far establishing academic
cooperation, but also for initiating research programmes in the border area and in several
seclors such as agriculture ar tourism. ]

Health

Tne health system is relatively similar in Montenegro and Kosaovo, but different demographics,
with a very young population in Kosovo versds a population not old but ageing 'n Montenegro,
aifect pJtlic health differently.

In Montenegro, primary health care services are provided at municipal lsvel and all
municipalities have a primary health centres. Private health care centres are rapidly
expanding in the urban areas. There are three general hospitals providing secondary health
carc in the programme area (in Berang, Bijelo Polie and Bar) and the Clinical centre of
Monternegro in Podgorica providing secondary health care for the municipality and tertiary
health care for tha whole country. Health workers are known 1o be well trained but the health
centres are often under-equipped. Scme health indicators (e.g. infant mortality rate, maternal
martality rate) show a regular im provement in public health in Montzregra®. The Mational
Strategy of Sustainable Development of Montencgro depleres the fact that "the health care
sysiem is to a great extent geared towards the provision of curative services" and therefore
considers prevention and health promotion programmes a priorily

In Kosove, Public Health Houses and Family Heallh Centres are established in all towns. A
General Hospital and a Mental Health Centre in Pejé/Pet and a Regional Hospital
Gjakové/Dakovica are the main hospital centres offering hospital services to the population in
the Wast Region. All inhabitants enjoy full and equal access to the health care system.
Municipal heatth care faces difficulties however because of poor infrastructure inadequale
funding. In the West Region there are four hospitals. Private health care uniis have recenlly
been axpanding. Overall, the health sector is poorly and unevenly davaloped and the

47 gouce National Strategy of Sustainable Development of Mantenega
44 o55ce: Ministry of Educaton
45 source; Institute of Public Health, Montenegro Health Statisteal Yearnook 2010

oy i od =

Kosova



IPA |l Cross-border programme
Manteregro Kosavo

absence of a legal framework for health Insurance in Kosovo is still hampering ts
davelopment.

In conclusion, health prevention campaigns and health education are potential activities to be |
covered wilhin the framewark of the CBC programme, aleng with smaller interventions relatad
10 provision of medical equipment.

Culture

In the programme area there are several different religious beliefs, traditions, and cultures,
The area is ethnically & mix of cammunities (Montenegrins, Albarians, Serbs, Bosniaks) that
lraditionally have been closely connected. There ars sometimes strong beonds between the
populations on the two sides of the border that are rooted ir the comman language and
commaonly shared perzonal, cultural, commercial and political beliets and relations trroughout
history. This culturzal heritage and the rzgional Identity at large are an asset for the touristic
development of the programme area, Cress-border cooperation could play an important rols
in protecting and promoting this heritage.

In Montenegro there is cultral centre in each municipality in the programme area, in charge
of organising, together witk numerous cultural associations, tre local cultural life which ig
relatively diverse. It includes musical and literary events, theatre festivals, art exhibitions, ete,
Podgorica is the main centre for international evente but a few festivals in the northern regian
have also an international dimension (2.9. "Majkovac Film Autumn® at which mavies fram
former Yugoslavia are snown: the international festival of ehildren songs in RoZaje etc). The
programme area is rich in archaeclogical sites and ancien- monumenis {monasteries,
churches, mosques). Lacal handicrafts and specific culinary traditions are also featuring the
identity of each region of the pregramme area. This culturzl heritage is endangered by the
lack of financial resources and adequale expertise for ensurirg its protaction. A Mational
Programme of Cultural Development (2011-2016) and a new Law on the Protection of
Cultural Hertage were approved in 2010. They contain a plan for improving the orotection of
his heritage and for decentralising its management and financing*é,

Ih Kosowva the programming area ig rich an religious and historical sites and monuments, as
well as traditions and folklore and cultural svents and festivals that are organised throughaout
ihe year. Cuitural Iife in Pejé/Pec is rarticularly rich, but also in other parts of the region there
are several museums, theatres and other cultural attractiors worlh visiting. Tnese institutions
and NGOs play an important role in feeding, representing and promoting the culture and
artisic life of the communities in the whole bordering area..

| E v 1 a
In conclusion, the cultural heritage is an asset for the touristic davelopment of the program rne—|
area. Linking culiural and heritaga promotion with tourism coule pravide various opportunities
for devalopment and for cross-bordar cooperation iniliat ves, |

Civil Societ

In Montenegro, the mcst active and inf uential Civil Society Organisations (CS0s) are
located in Podgorica, addressing human rights, pubic palicy, environment and rural
development, capacily building. disebilities, etc. Some of them already sstablished
cooperation with Kosovo's CSOs. through international networks {e.g. the Balkan Civil Soclety
Cevelopment Network) or through bilateral initiatives and have experience in defining CBC
projects. In the other regions, and particularly in the northern region, CSOs are much less
present however. The local natwark of cemmunity organisations is nevertheless diverse and
rich and some of them, such as the mountaineers associations, could play an important role
in tourism development.

%8 Source: Nation! Programne of Development of Cutyra 2011 2016
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Ir Kasovo, the CSOs network is also quite active in the programme area. The mayjority of
organisations are  established in the main urban areas such as Pejé/Pet and
Gjakové/Dakovica,. CS0Os are working on a varety of fields including democratisation issuas,
advocacy, environment, conservation of the euftural heritage ete. The GSOs are mainly
depandent on foreign donors.

[ In conclusion, encouraging regional GSO networks (including sport, youth and cultural

arganisations) could contribute to maintaining anc¢ strengthening the tes between the
Eﬂmmunities on both sides of the border in this multi-ethnic programme area.

A1.4 Technolagical

The geographical position of the programme area makes it a regional crossroad providing a
trading interface between West, North and Soutn. Presently, doth sidea of the border face
challenges with their underdeveloped infrastructure, inefficient public transport netwarks and
frequent power cuts (the latter mainly on the Kosovo side). A good transport and energy
infrastructure is considered critical however for the sustainable expansion of trade and
enhancad compeatilivenass.

Roads

In Montenegro there is no highway in the programme area ard all roads are two-lane.
Podgorica is well connected 1o the coastal region (less than an hour) with the road going
through the Sozina tunrel. In the Morth, the road from Podgorica to Bijelo Palie and Serbia
through the Moraga canyen is dangeraus in winter and crowded in summer. There is a project
ta build a nighway in order to bypass the canyon, which would highly contrioute to opening up
the country and ta hoosting the regional importance ot Part of Bar. The secondary and rural
read network is managed by local governments and is sometimes in a poor condition, which
i considered by the municipalities in the northern region as a major obstacle for the
aconomic development and particularly for developing tourism in the area.

In Kosovo, the roads are ran<ed in highways, ragional roads and local roads. Highways and
regional roeds are in the competency of the central level instilutions, while local roads which
ae ranked at the lowest category are managed by local government authorities. As of lately
there have been considerable investments from the central Government to improve the road
infrastruciure, and the hignway Prishting/Fristing — Pejé/Pec is under reconstruction.

There are two roads connecting Montenegro and Kosovo. Only the road RoZaje-Kulla/Kula-
Pejé/Peé is open while the road Murino (in Plav Municipality) — Qakor/Cakor —Pejé/Pec has
been closed sirce 1999. On both roads, the border is located at high altitude anc the passage
in winter can be difficull. Re-opening of the border cross point of Qakor/Cakar is of course &
priarity fer the communities living in the area. Tne Coastal Region in Montenegro has a good
connaction to Pejé/Ped via the popular new Albania — Kosovo highway. Most often pecple
from central and coastal regions take this road fo go 10 Kosovo, despite the exira kilomelres
savirg time by aveiding the two-lane mountain roads.

Railway

In Montenegro the only railway which passes through the programme area is the line Bar-
Belgrade, calling al Podgorica, Koladin and Bijelo Pelje. Connecting Mantenegro and Serbia,
this railway is of crucia importance for the further development of the Port of Bar. It might also
play an important role for the davelopment of the Northern regicn by improving the connaction
and tracde with Podgarica and the coastal region (as well as with Serbia). However, this
railway needs to be modernised in order ta be an attractive alternative for road transport. In
Montenegro, the reconstruction of some parts of the line will be carried out under EU funding.
The railway rung through an impressiva mountainous landscape in the Morthern region of the
Montenegrin programme area and coud become a tourism attraction as well.

In Kosovo the railway infrastructure (single-frac) was built in the 1860s, Given the low level of
investment and maintenance since then it is nowadays in a poor condition. The maximum

e N = 1
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speed allowed in ust a couple of places is 80 km per hour.In the West Economic Region
however there are daily trains riding betwsen Pejé/Pe¢ and Prishtiné/Pristira. Sut a
madarnized nationwide railway system is so far not policy pricrity in Kosovao.

Airports

In Montenegro Podgorica airport is the orly airport in the programme area. However, Tivat
alrport, which serves the coastal region, has ar important role during the summer period.
People living in the border area alsa often use Prishting/Prigtina In‘erational Airpart. An oid
military airport is located in Berane and there are discussions for re-opening it for civil use.

In Kosovo the nearest airport for both economc regions is Prishting/Pristina International
Airport located in Fushé Kosové/Kosova Polie. In West Kosovo, there is an airport located
near Gjakové/Bakovica, but it is used mainly by KFOR,

&H port

Port of Bar is the only seapart in the whole programme area and is corecting Montenegro
with other Adriatic countries, thus potentially playing a major role in the econom ic
development of the country. It is currently however cperating below its capacity and with a
financial loss. The projects of bul ding the Bar-Boljare hichway and of modernising the Bar-
Belgrade ralway could give an impulse to the future development of the port.

Electricity

In Kosovo the electrical network is nat fully reliable. The power cuts creats problems for
business in general and production companies in particular. Although useful and promising
the contribution of alternative sources of energy to the lctal energy production and
consumption ie currently stil negligible. Nevertheless. especially in remote rural areas and
natural resorts, renewable energy certainly has a future as a clean alternative to fossil enc rqgy,
therewith also enabling the development of ece-friendly tourism.

In Montenegro all regions in the programme area in Montenegro are connected to the
elecirical netwerk. However, the Mational Strategy for Sustalnable Development of
Montenegro identfies some weaknesses of the energy sector a low level of anergy
efficiency; high electricity losses in the distribution system; a high import dependence and a
low level of use of demestic natural energy resources, especially of hydro energy,

Walter

In Kosove, just over one third of the area s covered by the public water supply system and
e coverage of sewage public netwarks is even lower, in some areas even below 10%.
Although the majority of the villages do have some kind of water supply sysiem, the quality of
waler is oftan poor due to contamination caused for example by an old local sewage systam.

In Montenegro, over % of nousenolds use water from the puslic water supply system 47 The
level of coverage with public water systems is particularly insufficient in rural areas. The
guality of the water is generally good and in line with EU standards, With |he exception of the
municipality of Mojkovac and a part of the municiozlity of Podgorica, there is no waste water
freatment aystem in Montenegro, which is considered a5 & major environmental and public
health problem.

In conclusion, poor infrastructure is a main nhstacle to the economic and social development |

o the programme area. The sustairable develepment and improvemeant of transport and
public infrastructure could contrbute to sustainable economic growth and a general increasze
of wealth in the programming area. Sustainzhility is to be achiavag through the increased use |

47 Source; Nationel Etrategy of Sustanadle Devalopment of Mamenegro
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of renewable energy sources and an integrated approach towards improving transport, |
including non-pollting medas of public and private transport*®, requiring the involvement of
| stakeholders from all sectors and at all levels. ‘

Al5 Legal

In Montenegro insufficient financial and human capacities as well as high number of saff
working in local administrations, particularly in the small municipalities, are often congiderad
s an obstacle for an optimal use of the existing ‘unding opportunities. This is why the
development of municipalities is supported by the state. In addition, inter-municipal
cooparation i3 a <ay issue for the development of the programme area, but not yet comman
practice. There have been several iniliatives however, amongst other supported by the EU, to
promote inter-municipal cooperation and there are some organisaticns participating in
strengthening inter-municipal and regional cooperation.

in Kosovo over the past years there has been an ins:itutional and fiscal decentralisatian
process based on the Local Self Government Law, adopted in 2008 as part of the “Ahlisaari
Plan’. Kosove is divided in five economic regions, although it should be noted that this is
merely a concaptual division. Formally (i.e. by law) Kosovo does not have a regional policy
level represented by regonal governmerital bodies with regional responsibilities and regional
budgets. But with the signature o e Inter-municipal Agreements in December 2008, five
aconomic zones (Centre, Fast, Morth, South, and West) and five Regional Development
agencies (RDAs) were cstablished based on the municipal association and cooperation
ornciple outlined in the Local Self Government Law. The Western region is covered by the
RDA in Pejé/Pes. But the municipality is the basic urit of local-self government in Kasovo.
However, in the future, there could be a law cn regional development for economic
development purposes.

In absence of a legally formal regional policy level in Kosovo, the establishment of RDAs
{Regional Development Agencies) aimed to address the saocio-sconomic development of
Kosovo at tha regional level, as well as promoting inter-ethnic integration and recorciliation.
One of the tasks of the ADAs, in cooperation with local government units and other
stakeholders, was lo develop Regional Economic Development Strategies, RDAs are also
instrumental in preparing, implementing calls for proposals related 1o grant schemes that
contrioute to regional development, as well as monitoring and evaluating the projects funded
through those grants. And lately, as of 2013 in particular, the HDAs have bscome more
invalved and active in private sector development, gither directly or by linking with initiatives
anc funds that support privates sectar development, and in particular SME development, in
their region. RDA Wast works very closely with and as it were incorporate the municipal
strategy into a -egional sirategy, which is safeguarded by the fact that the municigal mayors
are in ihe board of the RDA. The strategy directly address the opportunities and needs in
place, with different but also similar prigrities. In the Wes! these are: Creating the conditions
for sustainable economie growth; stimulating an innavative and competilive business base;
developing West Kosove's human capital: and community based sustainasle development.
As far as legislation in the ‘orm of bilateral agreements, the table below lists the most recent
ones, since 2010, They are all somehow related to the border.

Bilateral agreemernts signed befween Kopsove and Montenegro:

48 gurce: BDA West - Regional Teurizm Stralegy for the westem region of Kosave, 2013
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Memorandum of Und Gener
Chief Attorney General of Kosovo in the field of combat against terrarisr, )
smuggling and serious crozs-horder crimes 26/06/2009

Agreement between Govermments of Montenegro and Kosovo on murual

assistance on customs' issues 17/08/2010

Memarandum of Understanding between Ministry of Defence of Montenegro

{
and Ministry of Security Forces of Kosavo on cooperation in the field of security il

Agreement betwsen Government of Montenegro and the Government of
Kasovo on Later Registration of Displaced Persons from Kosova residing in  29/06/2011
Montenegre in Basic Reqisters and in the Register of Citizens of Kosovo

Protocol between Customns Administration of Montenegro and Kosove Custons

on elactronic exchange of data 0407/201 14

Agreement between Governments of Montenegio and Kosovo on Readmission
(return and acceptance) of persons without residing permit along with ralevant 28/06/2013
prolocol on the implementation of Agreement

In neither Montenedro nor in Kosavo there is any specific legislation in Flace that would in
some way affect cross sorder cooperation in the programme areas in particular apart from
other areas. Of course the legal f-amewarks of Montenegro and Kosovo regulate, he it
prokibit, inhibit, tolerate or stimulate specific phenomena or developments, like far exam ple
measures related to contraband, border safety or human trafficking. But that is what those
egal frameworks per definition are for and they do not apply to the programme area at hand
only,

A1.6 Environmental

The whole programme area is rich on environmental resources and biodiversity.
Environmental protection and preservation is therefore the key ‘or a sustzinable deve opment
of this area. The environment in the programme area, is under pressure through a
combination of factors: poor water and sewage management, uncontrolled waste disposal,
unregulated urbanisation and ir some areas industrial pollution; there is a risk of deforestation
due to uncontrolled logging: rivers and lakes locally risk pollution from ilegal lzndfills and poar
industral and urhan waste management: the intersive use of pesticides is harming
agriculiure; the fauna in the lakes and rivers is sulfering from over-tishing and illegal hunting.

Montenegro is defined in its constitution as an “ecological slate”. Environmental protection 's
therewith a main pillar of all development strategies. There are ‘hree National Farks in the
Mentenegrin aligicle area:

Skadar Lake, located in the municipalities of Fodgorica and ar. One third of the lake belongs
to Albania, Tne Mentenegrin part (about 40,000 hectares) was listad as 1 Mational Park in
18983. Biggest laks n the Balkans, it is exceptionally rich in birds end fish as well as in marsh
vagetation,

Biogradska Gora, surrounded by the municipalities of Kolagin. Berana and Mojkovae. The
National Park was proclaimed in 1952 and covers 5,400 hectares. It is known for its
untouched forests (among the last primary forests in Europe), the great diversity of florz and
tauna and for its six glacial lakes including the famous Biogradsko Lake.

Biesh«<&t e MNemuna/Proklatije (Accursed Mountains) in Kosove, a mountain range that
extends from nerthern Albania, to south-western Kosovo and eastern Mortenegro.
Exceptional and untouched natural site, it was proclaimed a Maticnal Park in Martenegro in
2008 (the Park covers about 21,000 heclares: mainly in Plav municipality). In addition. the
management unit of the park lies within the Plav m unicipality..
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Industry and agriculiure are not the big polluters in the Mantenagrin part of the programme
area. Main threats for he environment lhere are related to pcor waste water treatment
systems {only Mojkovac and partly Podgotica are equipped with prope’ wastewater treatment
plants) and adequate solid wasle managerrent and treatment facilities. Sewveral planned
irvestment projects (.e. on waste water and sanitary landfill) are aimed at improving this
gituaton.

In Kesovo the programme area is also very rich in environmental resources and biodiversity.
Bjeshkét & Nemuna/Prokictije (Accursed Meuntairs) (Prokletije in Montenegre), at the border
with Montenegra and Albania, is lo become iri-border national park (38,000 hectares). The
\West region of Kosovo is known for its water resources, thanks to the high density of its rivers
(e.g. Drini i Bardh&, lbri, Sitnica, Bisirica of Peja, Ereniku). The area is surrounded Dy
mountzins that are part of a mountain range covering the entire Westarn Balkans. This range
containg & number of the highest mountain peaks in Kesove, auch as Kopaonik (2,460 m),
Mali Zhlep (2,352 m), Hajla (2,460 m), and Gjeravica (2,656 m), which is the highest peak in
Keosowvo.

In conclusion. with the overall development et the programme area largely relying on natural
resources, the environmental protection and preservation of these resources is crdcial for the
sustainable development of the programme area. Adequate high guality water supplies are
necessary both for use by local communities and local ecosystems. Energy conservation and
the use of renswanle fuels provide cost-effective and more sustainable alternatives tc non-
renewable sources for power generation. Air quality could be preservec by limiting or
aliminating the discharge of harmful chemicals into the air and by minimizing the sources of
air pollution. Local communities have to support integrative approaches for managing,
protecling, and enhancing wildlife populations and habitats appropriate 10 their area. While
providing a protective covering for soil, water, and the atmosphere, forests are also renewable
sources of an endless variety of oroducts, In a healtny ecosystem, policies and programs
must balance economic and conservation needs. Land use praclices and businesses lhat
Hoth corserve ecosystems and enhance local economies have to be developed?®. Centrolling
flooding and landslides due fo soil erosion, improved waste management, control of pollutian,
an efficiant use of energy resources and improved lanc menagement are amongst the key
priorities to be addressed by governmental and loca development plans. The sustainable
production of renewable srergy, and in particular in the sector of transport, heating and
cooling, is an important issue for the programme area and is in Ine with the EU objectives of
the 2020 "Energy and Climate change package”.

49 www.sustainable.org
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ANNEX 2: Survey

In order te involve stakeholders in the grogremme area and give them the opportunity to
provide their input in the initial stages of the programming process, three tvpes of
questionnaires wers developed ane disseminated:

1. A questionnaire for local authorities

2. A questionnaire for bodies other thar local authorities (Chambers of Commerce,
Chambers of Crafts, Local Development Agencies, Professional or Business
Associations)

3. A questionnaire for corr panies [SMEs)

The guestionnaire for SMEs was disseminated with the support of Chambers of Commerce in
the programme area.

In total 58 filled out questionnaires were returned, divided as follows cver the two IPA ||
Beneficiaries and the target groups:

Municipalities g &
Sector Creanization 13 22
SMEs 4 4
Total 28 a2

It should be noted that this is a relatively small survey sample. Mevertheless, in view of the
total number of municipalities and sectar Qrganisations in the programme area. those sarr ples
cen be considered as representative for the entire population of municipalities and sector
associalions. We do not consider tha sam ple of 4+4 SMEs to be representative for the entire
population of SMEs in the programme area (please note that there are over 40,000 SMEs ir
the programme area, see the ECONOMIC paragraph of the PESTLE analysis abova). Insteac
we presurme the answers of the sector associations to he representative for the SME sector in
he programme area.

In the framework of this programme document it is of particular importance what in the view of
the respondents the priorities for cross border caoperation in the programme area are. To that
end respondents were asked to score eight pra-defined priorites, a score of 1 being tha
highest and a score of 5 being the lowest. Il should be noted that such a type of guestionnaire
with these eight thematic priorities has been disseminated far all 8 borders ‘or which a similar
programme document like the one at hand has seen orepared. They are in other words
generic thematic priorities and do not apply specitically to Kosovo and Montenegro only.

First the local authorities. They score the eight pre-defined priorities as follows, in order of

importance: (1 highest, 5 lowest);
B e e

Tourism and cultural heritags 225 150 375
Environmental protection, climats change and risk prevention 1.89 2.00 3.89
Eﬁﬁg:n?;:m regional governance, planning and administration capacity 188 540 426
Transpert and public infrastructures 2.00 267 487
Competitiveness, business and SME development, trade and investment 2:29 267 4.96
Employment, labour mability and social inclusion 2.00 3.40 5.49
Youth and education 225 367 592

Rassareh, technological development and nnavation anc ICT 275 4.50 725
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This is consistent with the specilic priorities defined under the previous CBC programme
between Kosovo and Montenegro: tourism and the environment score high.

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

it & e o,

Youth and education 225 300 525
Lacal and regioral govemnance, planning and administration capacity building 300 233 533
Tourism and cultural heritage 254 300 554
Compettiveness, business and SME development, trade and investmeant. 3.46 267 613
Employment, labour mobilty anc social inclusion 283 333 618
Transport and public infrastruciures 250 467  7A7
Environmental protection, climate changs and risk pravention 3.08 4,33 V.41
Reszearch, technological development and innovation and ICT 3.15 | 450 7.65

Here we see that the difference n scores is much smaller and ir particular that the thematic
priarity of “Youth and education” score much higher, which is related also to the type of NGOz
participating in the survey.

If we aggregate the scores into one cverall table, then the result is as follows (from top to
bottom, ranked accordng to level of importance):

Tourism and cultural heritage
Local and regional governance, planning ard adm inistration capacity

building 4.28 533 953
iﬁgﬁfggﬁ?nass. busiress and SME development, trade and 4.96 613 11.09
Yauth and educalion 5.82 5.25 11.17
Environmental protection, climate change and risk prevention : 3.89 T7.41 11.30
Employment, labour mobility and social inclusion 5.40 G616 11.56
Transport and public infrastructures 4,67 7AT 11.B4
Research, technalogical development and innovation and ICT 7.25 /65 14.90

In conclusion. based on the outcomes of this survey the them atic priorities “Tourism & cultural
heritzge” and "Loczl and regional governance, planning and administrative capacty building”
are considered to be maost important for the regional develooment of the programme ared.
“Research, tecirological development and innovation and ICT" is considered to be least
important.
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ANNEX 3: SWOT

PROMOTIN -"‘Em:mimr

AKNESSES.

MENT, LABOUR. MOBILITY AND socw_ AND cuu '

A iNCLHS'iGM_A HDSS THE BDHDEH

appgmumng

Existence of
traditional labour
force skiled in

De-population
and outflow of
skilled and

Improvement of
the leval of
vocational

Conceniration of
paople in uroan
areas generating

industrial educated people education in view local
PrOCESSes in rural parts of ol better senving unempgloymert
the pragramme the lapour-market
Relatively low area situaton. Absence of
cost labour foree employment
High Expansion of opportunities
Relatively young unemployment research & accelerating the
population rate development wicious circle of
activities by using emigration and
University Curricula not existing research migration,
pranches always alignad and high aspecially of
present, to with potential educational young and
support and amployment and centres cualified workers
focus closely on deficient
local knowledge employment- Developing The presence of
and skills needs orientad employment non-registered
vocational programs far and informal
huli-ethnicity as training social integration labour distorting
an advantage for of socially the formal labour
economic, social Underdevaloped marginalized market
and cultural system of groups
inclusion lifelang An increase of
education Supporting the unemployment
apportunities for that would
Low level of salf-employment particularly affect
education of the the low educated
rural population and vulherable
and socially groups
marginalized
groups such as Limited access
Homa, Ashkali, of Lhe rural
etc, population to the
formal
educational
system, due also
to poverty,
limiting their
access to the
labour market
e e |
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Rich natural
hiodiversity,
untouched and
attractive
environment,
diversity of
natural
landscapes,

Wide forast areas
and guality of tre
forests.

Favaurable
natural conditions
and resources for
a diversified and
sustainable
agriculture

High potential for
using renewable
energy sources
(hydraslectricity,
wind power, salar
anergy and
biomass)

Inadequate solid
waste
managsment
and lack of
waste water
treatment
systems

Institutional and
legal framewaorks
on

environmental
protection still
weak or
incompleta,

Inappropriate
land
managernent

Natural
rescurees
insufficiently ar
not properly
axplaited and
withaut
adequate control

Low awereness
of environmenial
issues

Beatter
management of
forestry

Existence of
Mational Farks
and protected
arees, including
ootential cross-
oerder initiatives
and jont
managemeant of
such areas

An increase in
programmes anac
projects an
environmental
protection,
forestry,
sustainable
agriculture, solid
waste and wasie
water, ete,

Lacal interest for
producing green
anergy

Increased public
awareness on
environmental
protaction
measures under
the pressure of
eco-tourists
demands

L

Pollution of land
and water
resources due to
inadequate or
absant solid
waste and waste
water lreatment
system

Uncontrolled
urbenisation and
arassure on
agricultural land

Uncontrolled
exploitation of
natural
resources
{timber, river
gravels, forest
fruits)

Pressures on the
coastal
environment dues
lo high tourist
frequentation

Slow
development of
environmentzl
related
infrastructure
and the required
legal framework
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- STRENGTHS

Sirategic
geographic
posilion in the
wider region

Easy connections
by road and
railway networks

Relative
proximity in the
antira
programme 1o
the airports in
Podgarica.,
Prightiné/Pristina
and Tivat

Sufficient water
resgurces

Port of Bar, as &n
important
economic asset
for the region

Lirnited and
under-equipped
border crossing
points are an
obstacle to trade
flows by land
and cross-border
cooperation

Secondary road
network and
raliways
infrastruciure
needs upgrading

Meed for the
improvement of
publhc
infrastructures
{quality water,
sewage and
solid waste),
particularly in
rural areas)

Shortage and
unreliability of
electricity supply
in Kosovo

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

Existing plan and
funds (EU,
European banks,
eic.) for
impreving solid
waste
management and
waste water
systems

Easier movement
of people and
goods througn
improved roads
and naw
{including re-
opened) cross—
border points

Limited finarcial
resaurces
delaying
investments in
public
infrastructure

High cost of
road
infrastructure
project In
mountainaus
areas

IUnresolved
property issues
could hamper
investments
development
plans to improve
public
intrastructure.

Underdevelopad
urban planning,
including
planning for
sustainable
means of public
and private
transport

Plavim E8 af TF
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Rich and aiverse
nature, well
suiled for outdoar
leisure ang
activitias

Rich cultural and
Pisterical heritage

Mumerous
community
aszocigtions
invalved in
activities 1o
preserve culture
and nature

High potential for
devaloping
diverse types of
taurism
throughout the
programme ares

1,

Insuificlent
efforts and
funding for the
protection and
preservation of
nalure and of
historical and
archaeological
heritage

Limited
recognition of
the potential of
historical and
cultural heritage
a3 a solUrce of
income through
tourism and
culture activities

Underdevelopad
tourism
Infrastructure in
view of
intemational
standargs

1.

On-gaing and
upcoming
initiatives for
including tha
cultural heritage
in the tourism
otfer

Specific culinary
tradition and
agro-food
products may
cantribuie to
strenathening the
identity and
lourist exparience
of the region

Developing and
strangthenng
lacal institutional
capacities relatad
to cultural and
traditional issues

The develooment
of aco-fouriam
ralated tyoe of
outdaor
‘experiences” as
an integrated
packages (e.g.
mountaineering,
rafting, trekking,
biking)

-4

Insufficient public
funds, both at
central and
regional levels,
for proper
fourism
promation

Lack of
exparience n
arganising joint
culture activities
betwean
communities
across the
border

Lack of
publc/private
partnership
initiatives for
protecting culture
and historical
heritage

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

A lack of cultural
madernization
and innovation in
case of a focus
on heritage
histarical enly




Aealatively young
population

Regianal
university
branches that
can support and
focus con local
neads and that
can prevent
youth from
migrating

wulti-ethnicily as
an advantage for
social and
cultural
development

The eagemess
and motivation cf
youth to leamn

Curriculum not
aligned with
potential
ernployment and
deficiant
employment-
oriented
vocatonal
training

Urderdeveloped
system of
litelong
education

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

Improvermnant of
tha level of
vocatianal
education in vew
of better serving
the labour-marksat
situation with
skills needed

Development of
research &
development
actions by using
existing resaarch
and high
educatioral
centres

The use of
internet in order
te imarove tha
access to
education in rural
areas and virtual
cross border
contacts and
cooperation

An increasad
coaperation
among and
bhatween
educational
instilutions and
MGEOs 10 cover
the needs and
aspirations of
youth

Anincrease in
private school in
a way that it
would resultin a
division in
aducation
faciiities, with an
impovetished
public education
system

Limited accecss
of rural
population to the
farmal
educational
system, due lo
paverty

A poar or absent
rural ICT
infrastructure,
resulting in a
digital divide
between the
rural and urban
argas in the
programming
ares




Existing protocol
of cooperation

between the IPA
|| Beneficiaries .

Existence of
FRegional
development

strategy

Existence of
Regional
devalopment
plan,
incorporating
municipal
development
plars

Decentralisation
process on-going

1.

Limited
capacities of the
local
governmeant
units to
imglemeant
development
policies

Irsufficient
financial
resaurces to
financa
devalopment
goals

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

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

Training
programmes far
strengthening
capacities ol local
actors

Financially weak
laczl
govarnment
units

Lack of funding
for training of
Local
government
acministration to
ncreasa their
pelicy making
and
implementing
capacities

Lack of
cooperation
between praper
regicnal
structures,




'HH mc NG cu“ FETITI‘-"EN s.s, EﬂSINESS AND SME nEvELnFuE ;
' S IM\FESTMEH

A programme
arearich on
natural resources
for economic
exploitation, be it
woods for
‘orestry or
aracious melals
for mining

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

Paricipation of
bath IPA I
Bereficarias in
CEFTA

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

_Eﬁkrﬁi;sseea - opPoF

Poor
competitiveness
of bLsinesses,
due to limited
formal capital,
insutficient
knowledoe of
modem
teghnologias and
ack of market
information

Small scale
organisation of
farming and low
productivity of
agriousiness
activities:
Limited technical
support far
development of
agriculture
activities in rural
areas

Depopulation of
rural areas,
hampering the
development ol
tourism and
agriculiure

An
entreprenaurial
culture with a
relatively short
investment
harizan,
favouring shorl-
term trade
opportunitias
ovar long-term
capital
investmen:s

Potential lar
sustainable
agriculture and
agro-‘ood
processing

Improved
competitiveness
and trade
resulting from the
introduction of
international
rarms, standards
and certifications

A legal
framework fully
harmanized with
EU regulations,
further fostering
foreign direct
investments

Local businesses
capitalizing on
regional
development
trends related to
enviranmental
care, tourism
development and
innovation

Improvement of
busness
management and
entreprenaurship
skills

The extensive
investrnent
capacity of the
diaspora

- THREATS

Limited access
ta credit system
for farmers and
SMEs may slow
down the
econgmic
development

Continuaus
migration
towards urban
fAreas may
decrease the
attractiveness of
rural areas and
hamper
development of
the rural and
regional
aconomy

Sustained illegal
logging and
contraband at
large, hindering
the development
of legal
business.

P



Presence gf
public and private
Universities in
the programme
area

Increasing
percentage of
populaton
actively using
ICT technology

Foor research
and innavation
practices of
universities ang
other operatars
ir the
programme ares

NModest Internet
penatration

Poar comouter
litaracy

Poor ICT used
by Universities,
Schools anc
businesses,

-1
'

Developing and
implementing
cross-border 1G0T
projects

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

Strengthening
research,
technological and
innovation in the
programme area

Student
exchange
pragrammes

Lack of
strategias
promating ICT
and R&D

Limited of
finrancing for the
Rasearch and
development
and

Insufficien:
interest of
private sectar for
technalogical
development
and
modernisation of
production
processes




ANNEX 4: Main Statistical Dala

Table 1. Territory and population

Mnn_ta o=l

est Economic Regicn

Table 2: Municipalities and Settlements

West Economic Hegion

50 Source: Census 2011
51 Kosovo Cadastral Agency, 2013  and Kesovo Agency of Statstics: Estimation of Kosowo Population

201 2http:lesk rks-gey.net!
52 gpurce: Cerists 2011
53 Soumna: Agency for Real Estate Cadastre and Kosovo Agency of Statistics: Kosova in figures 2amz
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&r:fe 3: Number of registered SMEs

West Economic Ragion 18.174

Table 4: Primary and Secondary Education

Mnnlehagrd“

o

R

West Economic Region

94 Source: Monstat

55 Source: SME Suppon Agency - A statistical Overview of Enterprises as of 30.08.2011
36 Source: Ministry of Education

57 Koscva Agercy of Statisties: Education Staistics 2011-2012,
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Table 4: No. of unempioyed persons

Montenegro5é

Table 6: Demographic Data

Montenegro®’

‘West Economic Region

5 Source: Ermployrment Agescy, June 2013

3 Kosavo Apency of Stabstics: Labour market data by municipaities 2011 : Final Resuits of the population census 2011
G Source: Census 2011

B1 Kosawo Agancy of Statstics (2013) Demograshic cata by municipality

B2k asuva Agency of Statistics (2013). Kosovo in a nutshell hito:Vesk. ks-gov.reteny/
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Tabla 7! Age structure of papulation

T=ble 8: Vital indicators

Montenegro®®
s

7510 20,141 36B.18

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

B2 source: Census 2011

5"_‘ Kosove Agency of Stafistics: Demographic dala by runiciaalily Pubiished March 2043
B3 Source: Health Statistical Yearbock 2010, Institute of Pulic Health

B3 Spurce: Kosovo Agency of Stat stics(2012), Vital Statistics fittp:/iesk rks-gov net
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Table 9: Tourism

‘Mantenegro®’

Wast num‘c Region ;
Maorih Economic Region as adjacent area 2,646

Tahle 10: Heaith services

67 Source: Monstat - Statistical Yearbook of Montenegro 2012 (data fo- 2011)
B8 5ource: Kosov Agency of Siatistics (2012) Series 3. Economic Staiistics: Hotel Statstics Q4-2011

89 squrce Featn Satstical Yearooos 2010, Institute of Public Health

70 gourme: Source: Kosovo National institute for Public Health S:ate of health of Kosovo pogulaticn 2010
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ANNEX 5: IPA Il beneficiaries and donor policies and projects

ﬁ\ematin priority 1: Pmmpting employment, labour mobility and social inclusion J

1.1 Kosova

1.1.1  Policy documents & initlatives

“Strategic Development Plan 2012-2014" end “Vocational Training Strategy” (both
decuments of the Ministry of Labour and Soclal Welfare), which links the increase of
emplayment to the development of vocational skills based on labour market domands.

‘Kosovo Educalion Strategic Plan 2011 - 2015 (Ministry of Education, Science and
Technology) which emphasis the imporlance of mproved links amang educational
institutions, between VET-curricula and the needs of the [abour market and of research
and development programmes related 1o the economy (food processing anc mining)

- 'Private Sector Deveclopment Strategy 2013 — 2017° {Ministry of Trade and Industry),
aiming to create a globally competitive private sactor to increass employment and reduce
poverty

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

- “Strateqy for the Integration of Rema, Ashkali, and Egyptian Comm unities in the Kosovo
2009 - 2015" (Office of he Prime Minister), which underlines tha necessity for an
inclusive saciety, with equal opportunities in aducation and on the labour market,

1.1.2  Donor documents & initiatives

In 2009 the World Bank launched the Sustainable Emrployment Development Policy
Program (SEDPP) for Kosovo. As raault the shift from social welfare to regular
employment was stimulated and the linkage between higher and vocational education
and the labour market was improvad??

- The ETF (European Training Foundation) through several projects supparts the Kosowvo
Government and tne European Commission in the framewark of the seclor wide
approach for education, training and labour market and =TF will continue 1o contribute to
the implementation of the Kosovo Education Strategic Plan (2011-2016) and the
Employmen: Strategy.

In its "Kosove Human Development Report 2012, on private seetor and employment”
UNDP stresses the need for an inclusive and labour intensive growth in Kosovo and for
the economic develapment of Kasovo.

In the "USAID/Kosovo Strategic Plan 2010-2014", USAID formulales as obective of jts
assistance in Kosovo: making youth more productive and engaced with an increased
private sector-led growth ecanomic growth.

The European Commission, through the European Office in Kosova, in its "2013 Annual
Programme for Kasova™ formulates the initiative on “Education and Employment”,

N Source: muww.warldbani{.t:urg-'en-"resulrm'z’m3-'m_-'ﬂa'keswﬂ-sustainan?e—a'nplr:r,frrert-dewelupﬂent-mIi-c',r-
Rrogram-project-brie’
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targated epecfically at young peopie and long-term unemployed people, stressing the
need for social inclusion of all groups in society.

In parnership with the Danish Rafugee Council the Eurepean Union Office in Kosovo has
implemented the “Beautiful Kosova" project. aimed at tostering economic development
and reducing poverty in selected municipalities by enhancing economic opportunities for
Kosova's population, especially marginalizec groups.

12 Montenegro

1.2.1 Policy documents & initiatives

- “National Strategy for Employment and Human HAesources Cevelopment 2012-2015."
The overall objective of the Strategy is to create better conditions for new jobs and
investment in human capital In order to achieve higher level of employment anc improve
the economic competitiveness of Montanagra.

“Strategy for Development of Vocational Education in Montenagra 2010-2014." The
Stralegy ams at a betier responsiveness of vacational educational training to the labour
market needs. development, of better qualifications and skills based on learning, and an
the improved accessibility and retention in education for youngsters and adults, people
who drop out of scneels, vulnerable groups and people without gualifications.

. "The Mational Strategy for Lifelong Career Orientation 2011-201 5", which identifies
srioritias and defines education measures to ensure lifclong career development for the
citizens, in accordarce with their capabilities, nterests, capacities, as well as with the
labour market needs.

“Strategy for Integration of People with Disabilities (2008-2016)". This Strategy, apart
from the measures and activities envisaged in the area of health care, social protection
and education, formulates alsc special measures for professional rehabilitation and
employment for disablad people, in close cooperation between local Employment Cffices
and Centras for Social Work.

“Strategy for Improving the Situation of Roma and Egyptians (2012-20186)", on improving
the legal status of the Roma and Egyptian population, education, preservation of culture
and traditions, nformaton, employment and labour relations, health and health care,
social and child protection, violence against women and domestic violence, improving
living conditions and participation in public and polttical life.

. “Strategy on Development of Small anc Medium Sized Enterprises 2011-2015" aims to
achieve a more favourable business environment which would raflect positively in the
strengthening of SME competitiveness, innovation and export, as well as lead to an
increase in employment and uniform regional development.

1.2.2 Donor documents & initiatives

Harmonization and Implementation of the Regulations of Labour Inspection and Safety at
Werk, IPA 2009. Beneficiary: Ministry of Labour and Social Welfare

_ |dentifying Durable Solutions for IDPs and Residents of Konik Camp, IPA 2011
Beneficiary: Justice and Home Affairs

. Support to the Human Resources Management Autharity, IPA 2011. Beneficiaries:
Ministry of Interior, Human Resources Management Authority

. Economic Development and Employment Promation in Mantenegro, GlZ Montenegro.
Beneficiary: Ministry for Economic Development.

- Slrengthening Vocational Training in Morth-East Montenegro. Luxemburg Development.
Reneficiaries; Ministry of Education and Science and the Centre for \ocational
Educalion.
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Support to the Inclusive Vocational Training, Austrian Development Agency. Beneficiary:
Ministry of Education and Sport.

- Eccnomic Development and Promotion of Employment. GIZ. Beneficiary: Ministry of
Ecanomy.

| Thematic priority 2: Protecting the environment, promoting climate change adaptation J
and mitigation, risk prevention and management : l

2.1 Kosovo

2.1.1  Policy documents & initiatives

“Agriculture and Rural Development Plan 2009 — 201 3" {Minstry of Agriculture, Forestry
and Rural Development), of which one of the man gillars is the environmentally
responsible Use and management of land

“Energy Strategy 2009 - 2018" (Ministry of Energy anoc Mining) which propeses to
stimulate new forms of sustainable energy

- "Kosowo Agriculture Rural Development Project” (Ministry of Agriculture, Forestry and
Rural Development, 2010), with the goal of srhancing investments to promote
sustainable rural development

- "Strategy and Action Plan for Biodiversity 2011 - 2020" (Ministry of Envrenment and
Spatial Planning), which advocates the preservation of biadiversity and a sustainable
economic development basac on the sustainable use of natural resources

- “Policy and Strategy Paper on Forestry Sector Development 2010 — 2020" (Ministry of
Agriculture, Ferestry and Rural Development), which underlines the need far a
sustainable forestry sector, whch is so Importart ir tha programme arsa, both
economicaly and environmentally.

- "Kosovo Heating Strategy 2011 — 2018 {Ministry of Economic Development), which
Proposes measures to racuce the use of energy especially in public buildings (i.e. through
improved isolatisr)

2.1.2 Donor decuments & initiatives

In its “Strategy for Kosovo (2013)" the European Bank for Reconstruction and
Development outlines haw itz invelvemen® in Kosovo has three top priorities. Apart from
private sector development theze are: upgrading of public infrastructure, including the
management of the water and wasle-waler and solid waste uillities, and the sustairable
development of the energy and mining sector.

= UNDP has been assisting the Ministry of Environment and Spatial Planning (MESP) in
environmental policymaking in Kosevo, in environmental protaction, and in agdressing the
climate change challengas

The Werld Bank in 2013 approved a S-year project to suppot KEK (Kosovo Energy
Cooperation) and the Ministry of Environment and Spatial Planning to ‘ackle the problem
of epen dumping of ashes on land, to free land for community develoasment purposes
currently taken by waste material and introduce good environmental practices in the
mining and energy sector and is

The EU has been very active through a range of initiatives on “Improving the

Envirenment'??, in particular ir the field of watar guality, waste water management, salid
waste management and energy efficiency

2 Sourcer Atto:l'wiww eeas el ropa eudelegationshosovaldocuments/press_comenimpraving the ervion Tert_en.pdf
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- During a conference an 14 May 2013 in Pristina al main donars pledged many millions of
Euro's for the development of a sustainable energy sector in Kosova,

2.2. Montenegro

221 Policy documents & initiatives

‘Energy Development Strategy of Montenegro until 2030", which includes ‘he
sustainable development of an energy seclor mainly based on the use of own energy
resaurces in compliance with the principles of environment protection, ncreased enargy
efficiency and ‘ncreased use of renewable enargy sources.

. “Master Plan for Waste Water of Central and Northern Regicn 2004-2028°, on
addressing sewage and wastewaler issues in the Central and MNorthern region of
Mantenegro,

- ‘Strategy for waste management in Montenegro 2013-2018", en controling and reducing
the pallution from solid waste and assisting municipalities in preparing and implementing
local waste management plans to strengthen their capacities.

_ “Agtion Plan for Fighting lllegal Activities in Forestry (2003-2013)", outlining tre need and
way to combat illegal activities in torestry and to monitor its implementation.

. “Strategy on planned development af forests and foresiry under development 2013-
2023", on improving the condition of the forests.

222 pDonor documents & initiatives

. The Mational Biodiversity Strategy with the Acticn Plan 2010-2015, furded by the Global
Enviranment Facility with the UNDP as tne implementing agancy, identifies the areas,
species, measures and resources requirad o preserve biodiversity ir Manteregro.

- Implementation of Air Quality Control in Montenegro, italian Government. Beneficiary:
Ministry of Sustainable Development and Tourism.

Supporl for Capacity Building in the Forestry Sector, Luxemburg Development.
Beneficiary; Ministry of Agriculture Forestry and Water Management.

Integral Maragemert of Skadar Lake Ecosystem, Global Fund for Enviranment.
Beneficiary: Ministry of Sustainab'e Development and Tourism,

. Strengthening Sustairabilty of Protected Arsas in Montenegro, UNDP Global
Enviranment Facility. Beneficiary: Ministry of Sustainable Development and Tourism.

. Baising Fnvironmenta Awareness, IPA 2010. Beneficiary: Ministry of Sustainable
Development and Tourism.

- Energy Efficiency in Public Buildings, GIZ. Beneficiary: Ministry of Economy.
. Renewable Enargy Pramation Program, GIZ. Beneficiary: Ministry of Econoimy.

| Thematie priority 3: Encouraging tourism, culture and natural heritage

31 Kosovo

3.1.1 Policy documents & initiatives

- Through the Law on Tourism (2013) the government of Kosovo underlines the impor.ance
of tourism development and the policy priorty it has by providing “the legal basis and
institutional -amewark, principles and rules for tourism development and promotion and
the establishment and development of tourist services standards”. A similar law has been
adopted on cultural heritage.
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The Ministry for Trade and Industry is primarily responsible for supervising and
coardinating the implementation of this law, but most of its other competencies in the fielc
of tourism, including promotion, have been transferred to the Investment Promotion
Agency of Kosovo, ind cating the naed and potentizl for investrments.

The Regional Development Agency West already for years has been an active promaoter
of sustainable tourism development n the region. The RDA established a thematic
Working Groups on tourism involving municipal representatives of the region, civil society,
businesses and institutions of higher aducation ard in 2013 published its “Regional
Tourism Strategy for the Western region of Kosovo"

3.1.2  Danordocuments & initiatives

- USAID, through its Kosovo private Enterprise Program (KPEP), has been active in
supporting the teurism seclor ir the eqion, primarily focusing on income generation
activities,

- The Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ) has been active in

supporting the development cf a cross-border hiking trail connecting Kosovo, Monenegro
and Albania,

- The European Union (EU) Office in Kosovo Fas also supported a number of activities in
the tourism sector in the Pejé/Pec region, including the ‘Dear West' project tn increase
local lourism capacities and the devalop and promate loeal tourism products.

Cultural Heritage without Borders is an example of an independent (Swedisk)
organisation that is active \n organis ng (cross border) regional events and projects ta
preserve the cultural heritage of the Westem Balkan region. with support of the
internat onal donoer community

32 Montenegro

3.2.1  Policy documents & initiatives

A “National Program for development of culture 2011 — 2015, on preserving, protecting,
developing and promatirg all segments of culture.

“Tourism Development Stratagy 2008 — 2020%, on tourism development based on natural
historical and cultural attractions.

- "Human Resources Development Strategy for the Tourism Sector in Mentenegro 2007",
an developing the human capital necassary to support growth of travel and fourism.

3.2.2 Donor documents & initiatives

- Kolasin Municipality Master Plan for Sustzsinable Developmert of Tourism, Italian
Ministry for Srotaction of Environment, Land and Sea. Beneficiary: Municipality Kolasin

- Support to Tourism Destinations in Central and Mountzin Region of Mormenegro,
Austriar Developmen: Agency and Norwegian Ministry of Foreign Affairs. Beneficiary:
Ministry of Sustainable Development and Touriam.

- Tourism Based on Natural Heritage, Norwegian Government. Beneficiary: Ministry of
Agriculture and Rural Development

- Revitalization of Cultural Heritage in the Frame of Sustainable Development in Besac,
IPA 2009. Beneficiaries: Ministry of Culturs, Bar, Republic Institute for the Frotection of
Cultural Monuments, State Institute for the Protection of Mature

- Tour-Reg, Support to Education in Tourism, Austran Development Agency.

- Sustainzble Regional Cevelopment of Bjelasica. Komovi and Prokletie - Mountain
Tourism, Austrian  Development Agency. Beneficiary: Ministry of Sustainable
Development and Taurism.

Pama 71 oaf 77



Manteregro and Natura 2000, Norwegian Ministry of Foreign Affairs. Beneficiary:
Ministry of Sustainzble Development and Touslsm.
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Part One: General Provisions
Article 1 - Execution period, operational im plementation period and contracting deadline

(1) The exccution period is the period during which the Financing Ag-eement is implemented and
includes the operational implementation period as well as a closure phase. The duration of the
execution period is stipulaled in Article 21} of the Special Conditions. and shall start on the entry
into force of this Financing Agreement.

(2} The eperational implememation period is 1he pertod i which all operational activities cavered by
procurement and gram contracts of the Action Programma are completed. The duration of this
period is stipulated in Article 202 of the Special Conditions. and skall start o the entry into force of
this Financing Agreement;

(3} The execution and operational implemensation periods shall be respected by the Contracting

Authority when concluding and implementing  procurement and grant contrzcts within this

Financing Agreement.

Cosls related to the operations of this Action Programme shal. be cligible for FU financing only il

they have been incurred during the operational implementarion period.

{5} The procurement and grant contracts shal' be concluded at the latest withir three vears af the entry
into foree of the Financing Agreement, except:

4

(a} amendments to contracts already concluded:

(b} individuzl procurement contacts to be concluded after garly termination of an existing
procurement contract:

fe) contracts relating to audit and svaluation, which can be signad alier operational implemertation;
(d) change of the entily charged with entrusted tasks

(6} A procurement or grant contract which has not given rise o any payvment within two vears of its
signature shall be automatically terminated and i funding shall be de-commitied.

Article 2 - The IPA 1T beneficiaries and their Joint dutics

(1) As pravided for in A-ticle 76(3) of the respective Framework Agreemems, the [PA 11 beneficiaries
shall cooperate closely, and shall eintly fulfill in particular the following functions and assume the
tollowing responsibilities:

(a) prepare the cross-border cooperation programmes in accordance with Article 68 of the
respective Framework Agreements, or revisions thereo[:

ensure participation 1o the Joinl Monitoring Committee  (JMC) meetings and other bilateral

meetings:

iv} nominate their reprezentative(s) 1o the IMC:

{d) selup the Joint Technical Secretariat (JTS) and =nsure that it is adequately staffad;

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

(1) support the work of the IMC and provide it with the information requirad to carry out its tasks,
in particular data relating to the progress of the operational programme in achieving the
specitic objectives and targets per thematic priority a< st up in the cross-border cooperation
rogramme;

(g} establish a system to gather reliable information on the cross-harder cooperation programma's
implementation:

{hy draw up the annual and final implementation reports as referred to in Article 80 of the
respective Framework Agrecments inaccordance with Article 3:

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

() draw up an ennual work plan for the Joiat Technical Secretariat. to be approved by the IMC.

s
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Article 3 - Reporting requirements

{13 For the purpoese of the reportng requirements set ol in Asticle 80017 ol e espective Mrameworks
Agreements, the operating structures shall use the template provided for in Annex [l 10 this
Financing Agreement.

12) For the purpose of the general reporting requirements to Lthe Commission set out in Article 38 ol'the
Framework Agrecment and the specific reporting raquirements under indirect management set out 1n
Articles 59( 17 of the respective Framework Agreements on the annual report on the implementation
of IPA 1 assistance. the NI1PACs shall use the temolate provided for in Annex 1A this Financing
Agreement.

(3) For the purpose of the specific reporting requirements under indircet management set oul in point {a)
of Article 39(2) of the Framework Agreement an the anrual financial report or stalements. the ™NALD
in the IPA 1l beneficiary that is the Contracting Authority shall vse the templates provided for in
paints (a) and (b of Annex [V 1o this Financing Agreement,

{4) For the purpose of Article 39(4) of the Framework Agreement the NIPAC in the 1PA 1] bereliciary
that is the Confracting Authority shall submil a final report on the implementation of IPA 11
assistance o this Actior Programme to the Commission no later then lour months atter the last
dishursemant Lo its contractors or grant hencticiaries.

(5) For the purpose of Article 59(6} of the Framework Agreement the NAO ‘n the IPA 1 beneticiary
that is the Contracting Authority shall provide by 15 January of the following financial yvear in
electronic formal a copy of the data held in the accounting system established under Article 10(3).
This should be supported by a signed un-audited summary financial report in accordance wilh point
(o) of Antex TV,

Article 4 - Visibility and Communication

(1) As provided [or in the provisions of Articles 24(1). 76(31(k). and Article 78(8)(N of the respective
Framework Agreements, the 1PA 11 beneficiaries shall prepare a coherant plan of visibility and
communication activities which shall be submited to the Commission for an agreement within &
months of the entry o force of this Financing Agreement.

{2} These visibility and communication aclivities shall comply with the Communications and Visimlity
Manual for EU External Actions laid down and published by the Commission, in Foree al the time of
the activities,

Article 5 - Intellectual property rights

(1) Contracts financed under this Financing Agreement shall ensure that the IPA 1[ beneliciaries acquirs
all necessary intellectual property rights with regard to information technalozy. studies, drawings.
plans. publicity and any other material made for planning, implementation, menitering and
evaluation purposes,

(2} The IPA 1I beneficiary that is the Contracting Authority shall guarantee that the Commission, or
anvbody or person authorised by the Commission, and the other 1A Il heneficiary shall have access
and the right to use such a material. The Commissior will anly use such material for its cwn

PUTROSES.

Artiele 6 - Eligibility of costs

{17 The following expenditure shall not be eligible for Munding under this Financing Agresment:
ja) debts and debt service charges (inlerest):

i) provisions for losses or potential Tulure liabilities;



(2}

IPA N Financing Agreement. Annual Actior Programmss CBC - Annex 1 - General Conditions v, 1.2

{c) cost declared hy the beneficianv(ies) and financed by another action or work programme
receiving a Union grant:

i) currency exchange losscs;
i) credits to third parties:
i fines. financial penalties and expenses of litigation,

The purchase of land not built on and land built on in the amount up 1o 10% of the total eligible
expendilure for the operation concarned shall he eligible for lunding under [PA 11 cross-border
cooperation assistance if it s justitied by the nature of the action and provided in Annex |

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

beneficiary

Article 7 - General principles

(1)

The purpose of Part Twa is 10 lay out the rules for implementing the Action Programme under

indircet management and in particular the ~ules related to the entrusted budget implementation

tasks as described in Annex | and to define the rights and obligations ol the [PA 11 benaficiary that

is the Contracting Awhorily and the Commission respectively in carrving out these tasks,

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

heneticiarics shall juintly prepars a bilateral arrangement and ensure its implementatior:.

The IPA 1l beneficiary that is not the Contracting Authority shall cooperate with the IPA 1]

beneficiary that 1= the Contracting Authority o ensure thal the follow ingr tasks are fulfilled:

() carry aut oserational follew-up and management of the operations as provided lor in poiat (k)
of Article 76(4) of the Framewark Agreement:

(b} verifications 'n accordance with Article 76031 of the Framework Apreement:

{¢) protection the financial interest of the Union as prvided for in Article 51 of the Framework
Agresment,

Article 8 - Procurement and grant award procedures

il

(2)

The tasks referred to in Article 7(3) shall be carried ont by the IPA Il bereficiary that is the
Contracting Authority in accordance with the procedures and standard documents laid down and
published by the Commission for the award of procurement and grant contracts in external setions,
in force at the time of the launch of the procecure in question (PRAG), as well as in accordance
with the required visibility and communication standards reterred to in Article 42).

In aecordance with Article 18(2) of the Framewerk Agreement the Commission will provide the
IPA I beneficiary that is the Conrracting Authority with further guidance as to the adaptation of
the procedures and standard docimerts laid down and published by the Commission lor the award
of procurement and grant contracts in external aclions to (he specific case of cross-border
cooperalion,

The [PA [l beneficiary that is the Contracting Authority shall conduet the procurement and grant
award procedures. conclude the resulting contracts. and ensure that all relevant documents fo
andit trail are in the language of this Financing Agrecment.

The IPA 11 beneficiaries shall fully cooperate in establishing evaluation committees as provided
for in point (a) of Article 76(4) of the respective Framework Agreements.



IPA 11 Financing Ag-eement, Annual Action Programmes CBC - Annex 11 - General Conditions v. 1.2

(51 The IPA 1l beneficiary tha: is the Coniracting Authority shall inform the Commission when a
candidate, tenderer or applicant 's in a siwation of exclusion from parlicipating in procurement and
prent award procedures, or has been found in serious breach of 1l contractual ebligations.

In such cases. without prejudice to the power of the Commissicn to take measures against suck an
entity accarding to the applicable Financial Regulation. financial penalties mentionad in the
provisions on administrative énd linancial penalties of the General Conditions of procurement and
srant contracts conclnded by the IPA 11 beneficiary thal is the Contracting Authorily may be
imposed on the contruetors and grant beneficiaries by this [PATI heneficiary if this is allowed by
its natiomal law. Such [inancial penaltics shall be imposed following an adversarial procedure
ensuring the right of defense of the conlractor or grant beneficiary. The 1PA 11 beneficiary that is
the Contracting Authority shall fake into sceount the information contained in the Central
Exclusion Database. when awarding procurement and grant contracts, Access to the infermation
can he provided through the liaison pointis) or via consultation with the Commission’ {European
Commission, Directorate- General for Budget. Accounting Officer af the Commission, BREZ-
13/505, 13-1049 Brussels, Belgium and by email w BUDG-CO1-EXCL-DDB@ec.caropa.cu in copy
ta the Commission address identified in Article 3 of the Special Conditions).

(6) The IPA 11 heneficiary thal is the Contracting Authority shall keep all relevant financial and
contractual supporting documents from the dae of the entry into force of this Financing
Agreement, or as from an zarlier date in case i the procurement procedure, call for proposals or
direct wrant award procedure was launched prior to the entry into force o7 this Financing
ALreciment:

{a) For procurement procedures in particular:
a) Forceast notice with proof of publicaton of the procurement netice and any corrigandz!
by Appointment of shortlist panel:
¢) Shortlis: report (incl. annexes) and applications:
d} Proof of publication af the shartlist notice:
¢) Letters to non-shortlisted candidates:
) Invitation 1o tender or equivalent:
g} Tender dossier including annexes, clerifications. minutes of the meetings. prool of
publication;
hy Appoiniment of the evalualion committee;
i} Tender opening repoert, including annexes:
i1 Evaluation / negotiation report, inciuding annexes and bids received:”
ky Notitication leter:

i Caver letter for submission of contract:

Phe IPA [ Bepefician small be allowed to huve direct aocess 1 the Central exclusion databese Grough a dason
point when Lhe Bencficiary certifies to the Commission servive responsible that it applics the adequae daa
prorection messures a8 aravided in the Repuladon [TO) No 452001 of the Eurodean Parliament and ol the
Council of 18 December 2000 on the protection of irdividuals with regand 1o the processing ol personal dati by
the Community inst tutions and bodies and ¢n the tree movement of such data (O L & 1212001, p. 1)

2 Elemingtion oF uisueceaful kb g wears arer the Zlosure ol e pocarenent rosdre
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m) Letters to nnsuccessiul candidates:

n} Award / cancellation notice. including proof of publication:

@) Sigred contracts, amendments. riders, implementation reports, and relevant correspondence,
{b) Forcalls for proposals and direct award of grants in particular;

a)  Appointment of the evaluation committee:

by Opening and administrative report inguding annexes and applications received:”

¢} Letters to successful and unsuceess il applicants fellowing concepl note evaluation:

d} Concent note evaluation report:

2} Evaluation report of the Iull application or negotiation repart with relevant annexes:

) Eligibility check and supporting documents:
2) Letters to successful and unsuccessful applicants with approved reserve list following ful!
application evaluation;

h} Cover letter for submission of grant contract:
1) Awardicancellalion notice with proof of publication:

IV Signed conlrects, amendments, rdars and relevant correspondence,

In addition. linancial and contractual documents referred to in paragraph &ta) and (5) of this
Atticle shall be complemented by all relavar supporting documents as required by the pracedures
referred to in scetion | of this Article, as well as all relevant docamentation relating 1o payments,
recoveries and operating costs. or example aroject and on the spots checks reports, dcceptance ol
sunplies and works. guarantees, warranties, reports of supervising engineers.

All relevant finarcial and contrectual documents shall be hept Tor the same duration in accordance
with Articlz 49 of the Framework Agreement,

Article 9 - Ex-anfe controls on grant and procurcment procedures and ex pest controls on
contracts and grants to be performed by the Commission

{1} The Commission may exercise ex ate controls on the lendering of contracts. launch of calls Tor
proposals anc the award of contracts and grants for the tfollowing stages of procurement or grant
award:

La) anprovel of contract notices for procurement, work programmes for calls tfor proposals and any
corrigenda thereot:

(b} approval of tender dossiers and guidelines for applicants on grants;

(¢} approval of the composition of Evaluation Committees:

(d) approval of evaluation reports and award decisions®:

te) approval of contract dessiers and contract addenda.

(2} With regard te ex ante contrals the Commission shall decide:
La) 1o perform ex anfe controls an all Gles. ar
(b} to perform ex waie controls on a selection of such files, or

P Elimanation of uesuscassin] jgplcabons thige yiears 2died the clasure of the grart prevedure

A Fer seruivn comracts bis steas wlases #x srue corzrals eenmemn 2 il of the shor s
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(¢} tocompletely dispense with ex ante controls.

If the Commission decides to perform ex ante controls in accordance with paragraph 2. letters (a) or
(b} of this Article, it shall inform the IPA 1T beneficiary that is the Contracting Authority of the files
szlected for ex ante controls. This IPA [l bereficiary shall provide all the documentation and
information mecessary to the Commission upon being informed that a file has been selected for ex
ante control, at the latest at the time of submissicn of the contract notice or the work programme for
publication.

The Commissicn may decide to perform ex posr controls. including audits and on-the-spot cantrals,
at any time on any contracts or grants awarded by the IPA 11 beneficiary that 's the Contracting
Authority arising out this Financing Agreement. This IPA 11 beneficiary shell make available all the
docurnentation and information necessary 1o the Commission upon being informed that a file has
been selected for ex post contral. The Commission may autherize a person or an entity to pertorm ex
past controls on its behalf,

ticle 10 - Bank accounts, accounting syvstems, and cost recognised

After the entry into farce of this Financing Agreement, the National Furd and the operating structure
of the IPA 11 beneficiary that is the Contracting Awhority lor the Action Programme shall open at
lezst one bank acccunt denominated in euro. The total bank balance for the Action Programme shall
be the sum of the balances on all the Action Programime bank accounts held by the National Fund
and all parficipating operating structures in the 1PA 11 beneficiary that is the Contracting Authority.

The TPA Il beneficiary that is the Contracting Authority shall prepare and submit to the Commission
disbursement forecast plans for the duration of’ the implementaticn period of the Actien Programme.
These [oreeasts shall be updated for the annual financial report referred to in Article 3(2) and for
each request for funds. The forccasts shall be based on a decumented detailed analvsis (including the
slanned contracting and payment schedule per contract for the following twelve months; which shall
se available o the Commission on request.

The initial disbursement forecast plan shall comtain summary annual dishursement forecasts for the
whole implementation period and monthly dishursement forecasts for the first twelve months of the
Action Programme. Subsequent plans shell contain summary annual disbursement forecasts o the
balance af the implementation period of tie Action Programmz and monthly disbursement forecasis
for the following fourteen months,

The IPA 11 beneficiary thal is the Contracting Authority is required to establish and maintain an
accounting system in accordance with Clause 2(3)(h) of Annex A to the Framework Agreement
wiieh will hald a: least the information for the contracts managed under the Action Programme
indicated in Annax V.

Cost recognisad in the accounting system maintained under the section 4 of this Article must have
been incurred. paid and accepled and correspond 10 actual costs proven by supporting decuments and
skall be used when appropriale to clear pre-financing paid by the IPA I beneficiary thar is the
Contraciing Authority under local contracts.

The cosl recogiised in the accounting system shall be used by the Cammission for its own
provisional recognilion of cost during the ‘mplementation of the Action Programme { including
clearance of pre-financing paid to the 1PA 11 beneficiary that is the Contracting Authority ). the
approval process for payvments, the final clearance of accounts procedure at the end of the Action
Programme, the annual cut-off exercise and any other management implemrentation and performance
reviews.
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(7) The IPA 11 beneficiary that is the C antracting Authority shall provide 1o the Commission reports as
follows:

{a) Cut-off repart - as set out in Article 3(5);
(b} Annual repurts a3 set oul in paragraphs (2) to (4} of Article 3:
fc) Request for funds reports as referred 1o in Article 11,

Article 11 - Provisions on payments made by the Commission to the IPA 11 beneliciary that is the
Contracting Authority

(1) The IPA 1T beneficiary that is the Contracting Authority shall submit its initiz] disbursement forecust
for the Action Programme. prepared pursuant to Article 10(2]. with the first pre-financing paymen:
request, The first pre-financing payment shall be for 100 % of the forecast dishursements for the first
vear of the disbursement forecast plan.

(2} The IPA Il beneficiary that is the Contracting Authurity shall submit subseguent pre-financing
payment requests when the total bank balance for the Action Programme falls below the
dishursements farecest for the tollowing five monthe of the Action Prageamme.

(33 Each request for additional pre-financing shall be supported by following decnments:

il A summary of all dishursements mads for the Action Programme:
bl The bank balances for the Action Programme at the cut-oft date of the reguest;
€l Aforecast of disbursement for the Action Programme for the tollowing lourteen months at

the cut-ofT datz of th2 request in accordance with Annex 1V point (d).

(4) The IPA I beneficiary that is the Contracting Authority may request lor each subsequent pre-
financing the amount of total disbursements forecast for the fourtaen months following the cut-off
dete of the request, less the balances referred to in section 3(h) of this Article al the cut=off date of
the request for funds incraased by any amount funded by the IPA 11 beneficiary under paragrapgh 5 of
Lthis Article and rot vet retmbuersed.

The Commission reserves the right to reduce each subsequent pre-tinancing payment if the total
bank balances held by the IPA 11 heneficiary that is the Cuntracling Authority under this Programme

and on all other 1PA [ or IPA 11 programmes managed by the [PA 1l beneficiary that is the
Conlracting Authority exceeds the dishursement forecast for the next fourteen morths.,

(2) Where the payment is reduced under paragraph 4 of this Aricle. the IPA 11 benef ciary that is the
Contracting Authority must fund the Programme from its own resources up to thz amount of the
reduction, The TPA 11 beneliciary 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.

t6) The Commission shall have the right to recover excessive bank balances which Pave remaincd
unused for more than twelve months. Before exercising this right, the Commission shall invite the
(PAIl beneficiary that 's the Contracting Autharity to give reasens for the delay in disbursing the
funds and demonstratz a continuing need for them within the next [ullowing twao months,

(7) Interest generated by pre-financing of the Action Programme bank balances shull not be due.

I8} Following Article 33(4) of the Framework Agreement, il interruption of time limit for payment
request exceeds two months, the [PA 1] beneficiary that is the Contracting Authority may request a
decision by the Commission on whether the intersuption of time limit is <o be continued.

=

I'he final financial declaration referred to in Article 3712) of the Framework Agreement shall be
submitted by the NAO no later than 16 months after the end of cperational implemen;ation period,
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Article 12 - Ionterruption of payments

(1

Without prejudice to the suspension or termination of this Finencing Agreement aceording to

Articles 16 and 17 respectively, and in addition to Article 39 of the Framework Agreement. the

Commission may interrupl pay ments partially or fully, il

(a) the Commission has established, or has serious concerns that tae IPA [1 beneficiary that is the
Contracting Authorily lias committed substantial errors, irregularities or fraud questioning the
legality or regulzriyy of the underlying partieular wransactions in the implementation of the
Action Programme. or has failad to comply with its obligations under this lnancing Agreement

(b} the Commission has established that or has serious concerns, whether tha 1PA [l beneficiary that
is the Contracting Authority has committed systemic or regurrert erros or irregularives. fraud or
hreach of obligations under this or other Financing Agreements. provided thal those errors,
irregularitics, fraud or breach of obligations have a material impact on the implementation on
this Financing Agreement or call into question the reliability of the TPA 11 beneficiary's inernal
control svstem or the legality and regularity of the underlying expenditure:

Article 13 - Recovery of funds

(1)

()

(3

(4)

In addition to cases referred to in Article 41 of the Framework Agreement. the Commission may
recover the funds from the IPA 11 beneficiary that is the Contracting Authority as provided in the
Financial Regulation, in particular in casc of:

(a) the Commission established that objectives of the Action Progswmme set out in Annex | are not
achieved,

(b non elig hle 2xpenditure;

(c) expenditure incurrad as a result of errors, irregularities, fraud or breach ol obligations in the
implementation of the Action Programme. in particular in the procurement and grant award
proceduse.

In accordanze with natioral law, the 1PA 11 beneficiary that is the Contracting Authority shall

recover the Union contribution paid to the IPA 11 beneficiary that s the Centracting Authority lrom

recipients wha were in any situaton defined in paragraph | points o) or ¢} of this Article or referred
to in Article 41 of the Framework Agreement. The fact that the IPA 11 beneficiary that is the

Contracting Authorizy dees not succeed in recovering all or part of the funds shall not prevent the

Commission from recovering the funds from the IPA |l beneficiary that is the Contracting

Authority,

The IPA 1l beneficiary that is not the Contracting Authority shall do its utmost to support the IFA L
beneficiary thal is the Contracting Authority in the recovery when the recipient is establishzd on its
territory, The arrangement for recoveries shall be provided in the hilateral arangement te be
coneluded in accordance with Article 69 of the respective Framework Agrocments.

Amounts unduly peid or recovered by the IPA 11 beneficiary that is the Contracting Authority,
ameunts from financial. performance and pre-finarcing guarantees lodged on the basiz of
procurement and grant award procedures, amounts from financial penalties imposed by the IPA 1]
beneliciary that is the Contracting Authority on candidates. tenderers. applicanis, contraclors or
grant beneficiarics. w the [PA 11 beneficiary that is the C ontracting Authority shall be either re-used
for the Action Programme or returned 1o the Commissian.
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Part Three: Final Provisions

Article 14 - Consultation between the IPA 11 heneficiaries and the Commission

(1) The IPA 11 beneficiaries and the Commission shall consult each other be<ore taking any dispute
relating o the implementation or interpretation of this Financing Agreement further pursuant to
Article 18 of these General Concitions,

{2) Where the Cormmission becomes aware of prodlems in carrving out procedures relating to the
implementation of this Financing Agreement, it shall 2s:ablish all necessury contacts with the 1P 1
beneticiaries to remedy the situation and take any steps that are necessary,

(3) The consultation may lead to an amendment. suspension or termination of his Financing
Agragient,

(4) The Commission shall rapularly inform the IPA 11 beneficiaries of the im slementation of activities
described in Annex 1 which do not 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 wriling.

(2) If the IPA 11 bencficiaries request an amendment. the request shall be submitted jointly (o the
Commission at least six monchs belore the amendment is intended to enier into force.

{3) The Commission can amend the Model Documents i Amnex [0, MTA, IV and vV without this
necessitating an amencment to this Financing Agreement, The IPA [T beneficiaries shall be inforned
in wriling about any such amendment and its entry into force.

Article 16 - Suspension of this Financing Agreement

(13 The implementation of this Finanzing Agreement may be suspended in the following cases:

a) IWany IPA 11 benefliciary breaches an obligation under this Financing Agreement.
b} If the IPA 1T beneficiary that is the Contracting Authority breaches any obligaton sel under the
procedures and standare documnents referred to in A-ticle 18(2) of the respective Framework

Agreements withoul prejudice o the provisions in Article (2.

) If the IPA 11 beneficiary that is the Contracting Authority does not meet requirements for
enlrusting budget ‘mplementation tasks,

d) Il the IPA 11 beneficiaries do not jointly fulfil the functions and responsibilitics referred to in
Article 201 ) and when applicable in indireel management Article 7(3 1,

) [Many IPA 1l beneliciary decides 1o suspend or cease the EU Membership accession process.

[ If any IPA 11 beneficiary breaches an obligation relating to respect for human rights,
democratic prineiples and the rule of law and in serious cases of corruption,

) In cases of lorce majeure, as defined below. "Force majeure” shall mean any unforeseeable and
exceplional situation or avent bevond the parties' control which prevents 2ither of them from
lulfilling any of their obligations, nat attributable to error or negligence on their part (or the

part of their cortractors, agents or employvees) and 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 cannot be invoked as force majeure. A parly shall not
be held in breach of iis obligations if it is prevented from fulfll; ng them by a case of fores
majeure of which the other paryy is duly informed, A party faced with forcz majeure shall
tnform the other party without delay. stating the nature, probable duration and foresceabls
effects of the problem. and lake any measure W minimise possible damage.

Neither of the parties shall e held liable for breach of its obi] igations uncer this Financing

Agreement it it is preverted from tullilling them by force majenre. provided it takes meacures
to minimise any possible damage.

(2) The Commission may suspend this Financing Agrezment without prior notice.
{3) The Commission may take any appropriate precautionary meastre hefore suspenzion takes slace.

{(4) When the suspension is notified. the conscquences for the on-geing procurement and grant contracts
and delegation agreements and for such contracts, delegation agreements to be signed shall he
inclicated,

151 A suspension of this Financing Agreement is without prejudice to the termination of this Firancing
Agreement by the Commission in accordance with Article 17.

(6) The parties shall resume the implementation of the Financing Agreement onee tae conditions allow
with the prior written approval of the Commission. This is without orejudice iy any amendments o7
this Financing Agreement which may be necessary 1o adapt the Action Programme o the new
implementing conditions. including, if possible. the axtension of the implementation period, or the
termination of this Financing Agreement 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 been resolved within
a maximum period of |80 days, either party may terminate the Financing Agreemant al 30 days’
notice.

(2) This Financing Agreement shall be awomatically terminated. il within a period of two vears of its

signatire:
{a) il has not given rise o any payment:
by 10 implementing contract or delegation agreement has been si gned,

(3} When the ermination is notificd, the consequences for the on-going procurement and grant
contracts. and such contmacts or grants 1o be signed shall be indicated.

{4) The termination of this Financing Agreement shall not preclude the possibility of the Commission to
make financial corrections in accordance with Articles 43 and 44 of the Framework Agreement,

Article 18 - Dispute setilement arrangements

(1) Any dispute concerning the Financing Agreement which cannat be setiled within a six-manth period
by the consultations between the parties srovided for i Anticle 14 may be sertled by arbitration at
one of the partics' requast,

(2) Fach party shall designate an arbitrator within 30 days of the request (or asbitration, Failing that,
cither party may ask the Secretary-General of the Permanent Court of Arbitration (The Hagsue) to
designate a second arbitrator, The two arbitrators shall in their turn designate a third arbitrator within
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30 davs. Failing thar. either parly may ask the Secretary-General of the Permanant Court of
Arbitration to designate the third arbitrator.

(3) Unless the arbitrators decide otherwise, the procedure laid down in the Permanent Court of
Ataiteation Optionzl Rules for Arbitration Involving Iniemational Organisations and States shall
apply. The @i bitrators' decisions shall be taken by o majority within a period of three menthe,

{4} Each party shall be bound to take the measures necessary for the application of the arbitrators’

doeision.
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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 HTCBC annual report - CBC Financing Agreement [PA I]

1. Identification

CROS5-BORDER PROGRAMME

Programme tile:
Cross-boreer programme <country &> - =country B <years/<year>

20 gppropriations:

20xx appropriations;

20xx anpropriations.

AMMUAL REPCRT OM IMPLEMENTATION

Reporting year (from 14t January 20xx until 31 December 200x)

Prapared by
- <operating slructure couniry x>
- <operating structure country ¥

Jate of examination of the annual report by the Jeint Manitaring
Committec

Legal basis: Article B[ of tre PA || Framework Agreament
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21

22

Overview of the implementation of the Cross-border cooperation programme
Achievement and analysis of the progress

A summary of programme implementation dunng the penod covered (activities cameo out. calls launchad, parrner
search fonems, M2 meelngs, eic),
If retevant | include also information on the 2014-2020 programme preparation or revision

Progress made In implementing the cross ~border cooperation programme (Art.80.1a IPA I| FWA)

Progress made in implementing the cross-oorder cooperation programme and i particular in achigving the spacific
obiectives per themalic prionityland also of the TA priority). including qualitative and quantitate elemants indicating progress
in relation to targats,

221

222

2.3

Quantitative analysis

Information on the progress made in implementing the cross-border programms with quantifications when possible
using the targets and indicators included in the programme (Fill Annax 1)

Analysis of the actisvements es measursd by the physical and financial indicators. indicators shall be broken down
by gander, where cossible

If the figures (data) are rot yet available. information on when they wil become available and when they wil ba
ncluded in the annual report on implemeniation should bs provided. !n addifion. the information may be presented
graphicaly,

Qualitative analysis

Qualitative analysic of the progress made in implementing the cross-horder programme including an analysis of the
impact of the programme in the programme araa

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

Information an cantracting and disbursement of yearly appropristions (**Fill Annex 2)

Analysis of ihe foliowing factors:
= firancial slalus
e [nformalion on co-financing
»  Faciors that impeded and/or deiayeo the financial implementation

e Factors that that had a positve impact on the finencial implamentation

Thiz pavagraph shall e ncluded in the rapars oniy in the sse of indiect MATEgement,
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24.

24.1

240,

25

26

27

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

Monitaring and evaluaticn

ffonitoring mesgsures taken by the operating siruciures or fhe Jdomt mamtaniig commitiee, nouoing dala colection
Arangements

In programmes Inplermsniied o indirec! mansgemant avaluation measures faken by tha aparating structure where the
cortraeiing Awlforiy s losaled jarlive 57 of e FWA)

Proolems encountered and corrective actions

Surmmary of any significan! problems encounfered i imelemanting the programme and any corractive actions faken.
Racommendations for (further! correchive actions

Visibility and publicity

Measuras taken to ensure fhe visioilty of and publicise the pragramme fuisibiitty plan). incleding examples of best
practice and highlighting significant euanis

The use made of technical assistance

Detailed explanation of ihe vse made of lechnical assislance.
Summary of any significant problems encauntared it implementing the T4 budgsd

Changes in the context of the cross—border programme’s implementation (if relevant)

Doscrinhion of ary olomaont which, withouw! stomming dirsctly fram the assistancs of the programme, have & direct
Jinpat an te prograrmime’s implementalion (e.g. legislative changes, refevant Socio-BcoNamic thangas, efc.)

** _include an enrex 2 - list of projects and short summary



Annex 114 Madel Annual Report
Period covered by the repoct:
OLO2Z0XN-ILT27220XXK

Repart issued on XXXKZ0XX

Annual Report on the implementation of IPA I1 assistance under indirect management
by Montenegro suhmitted by the National IPA Coordinator

I. Executive Summary

1. Relerence wthe objectives of the Country Strategy Papers and a brief overview of

challenges m the seciors

2. Involvement in pregramming

3. Relations with the European Commission.

4. Problems encountered in meeting the required conditions for smplementation and in
cnsuring sustainability, related measures taken/planned. recommendations for further
action,

5. Relevant issues stemiing from the IPA 1 beneficiary's participation in the IPA
menitoring committee and in sectoral monitoring committees (including Joint
Manitoring Commitiee for CBC), il any.

6. Involvement in Mubi-country actions and any related issues.

.

Monitoring and evaluation activities, main lessons learned & follow-up to
recommendations.

8. Communication and visibility activitics,

9, Donor coordination.

In case of indivect managemeni Hie execwrive summoary sfiould afse cover!

10). Overall implementation of IPA assistance under indirect management (max. one
Page k.

11. Main horizontal problems encountered in the implementation of IPA assistance and
subsequent measures takendplanned (max. hall page).

I 2. Recommendations for further actions (max. half page).

12, Audits — main Imdings and recommiendations and corrective actions taken
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I Information per Sector
Sector title's [ Tran spont |

Narralive part: summary per seclor, meluding the following information:

L. Invelvement in prograniming

2. Overview of resulls i moving lowerds a fidly-Tledged sector approach (Le. targets

reached s per sector roadmuayp in the Soctor planning decumenti.
3. Coordination with other instruments armlior donars/ 1FT's within the secior

4. The impact of IPA T actions wihin the sector on the development of the relevant
aational admmistrative capacity in the sector, strategic planning and budgeting

Under indirect management the following informeaiion siwld alse be ineluded:

3. Operating structurels) in place and relared changes. if relevant: [ Minisery of
Lransperni |

0. Information on the implementation of programmes in the sectar
7. Main achievements i the secto

8. Any significant problems cncounterad in implementing the tasks entusted e.p. delayvs
n contracting. and subsequent measures wken/planned.

8, Recomvmemndations for Marther actions

HE lupiernented monitoring and evaluation sctivities, audits - main findings & lessons
learned. recommendations, follow-up and corrective action taken

1 + Rt b L3 l
Sector fitle: Cross-Border Cooperation
1. Involvement in programming as appropriate.

2. Progress made in implomenting the CBC mogramme and in particidar in achieving the
speaitic objectives per thematic priority (including qualitative and quantirative
clements indicating progress in relation 1o frgels)

Asummary of problems encoumered in mplementing the CBC programme and iy
corrective actions taken, as well us recommendations for further carrective actions.

b as pet the sectors in the indicalive Stategy Papers

" For Cross-hordar Cooperation specific reporting s required,
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6.

Monitoring, mcluding data collection arrangements and where applicuble evaluation
aCtivities.
Cuommunication and visibility activities.

Coordination with the partner country,

Under indivect management ihe following informiction showld also be Dncluded:

Lad

o

Operating structive in place and related changes, if relevant.

Any signiticant problems encountered in implementing the tasks entrusted e.p. delays
tn contracting. and subsequent measures taken/planned.

Recommendations [or further actions

Implemented audits — mair findings & recommendations and corrective action taken
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Unider indirect memageiment the following anriexes shonld also be provided:

Annex |
Overview ol the fupetioning of the management and control systems {ineluding changes in ihe
institutional structure) (max, one page).

Transparency, visibility. information and communication acrivities in line with FWA {max.
O Prage)

Annex 2
Success stories (NJB, this section may be used for the annual £ nangial assistance roport
prepared by the Buropean Compussion)

Annex 3

Annual procurcment plan
Fuor broth divect aridd indivect managemen, the following arnex shouwld e provided:

Aunnex 4
Sector appreach roadmap — achievements (highlighting whether plarmed targets have been
fitfitled or not)
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Annex V to the Financing Agreement
Accrual Based Accounting Systerm Minimum Specfication

The accounting sysiem of the TPA I beneliciary shall meet following requirements;

1.

Reflect the orgamsational structure pul in place for the internal control systems suited Lo
the performance ol duties. In particular before an aperation is anthorised, all aspects (hoth
operalional and financial) of the operation have to be verified by members of staff other
thin the one whao initiated the operation. The person dealing with the verilication cunnol

he suhordinsted 1o the mitiator of the transaction.
Include 2o audic teaib Tor all wansactions and mnendients.

Possess adeguate physical and electronie security including  back-up and recovery
SVSIems,

The accounting system should hold at least the following information for the local
contracts managed under each programme:

{a) Contract reference:
(b} Conrract value ncluding any smendments,
() Conmract signature dates {both partacs);
{d) Conirac: implementation start date:
This 15 1 addition to the contract signature date and may differ from i, as when the

contract works start date is given atter the signature of the contract through an
Administrative Order,

(¢} Contract implementation end date including imy amendments:

Uhis 15 the linal date on which cligible costs can be incuured. It does nat include any
suarantee period or time allowed for report preparation by the contractor.

([y Total pad (cesh) by contract;
() Pre-finameing paid by contract;

Caplicit recognition and recording on the balanee sheel of contaciually required pre-
finuncing.

(h} Cost recognised - direct (by contract ).

Explicit recogmbion of cost as & charge to expenses for the year, Some pavinents will
directly cover costs already incurred. No pre-financing is involved. They may be {inal



Annex V to the Financing Agreement
Accrual Based Accounting System Minimum Specification

{1}

(!

payimeots wihere uny pre-financing has already been ¢leared or interim payments
where pre-financing has been cleared ur where the contract does not include Ui
provision of pre-finaneing.

{ost recognised — indireel (by contract):

Exsplicit recognition of cost as a charge to expenses for the year, Some invoicos or cost
claims submitted by a grant beneliciary or contractor will relate to costs that are
covered by pre-Tmlancing pad eacher 1w the noplementation period of the zrant
agregment or contract, In these cases the payinent made will be less than the reported
cost. It may even be zero it all the cost is covered by pre-financing. (it will cortainly he
zero if the reported costs are nsulficient o shsorh the pre-financing and a recovery
order 15 wsued Tor the unused balance of the pre-financing,) I gll such cases the
system should record the full value of the reported elighle cost as expenses for the
vear and reduce the bulance of pre-financing by the amount of cost offset against the
pre-finaneing when determining the amount pavahle.

Becovery orders o reduce pre-financing (by contract )

Recognition of the reduction of pre-financing on the balance sheet following a

recovery of unused pre-linancing,

ik) Becovery orders to reduce cost (hy contract);

i

When a recovery is made against cost that had earlier been accepted — possibly
following an investigition for fraud. In such cases the recorded costs for the vear must
be reduced it the coat was accepted m the same yvear a8 the subsequent recovery: or
iveenme mnst be recnrded where the oost was asceepred 9 an earhier vear than that of
e recovery,

Supplier’s invoice date Tor cach mvoice or other document accompanied by o financial

epmt 21ving rise o recognised coses;

(mdRecovery context information on ineligible cost and recoveries,



Annex VI: Conditions related 1o indirect managemen
=== Londitions related iv indirect management

The conditions stipulated in Annex VI of the Financing
Progreunme Montenegro-Kosove for the vear 2014
financing agrecment.

Agreement for e Crass-border Co-aneration Avtiom
= 2047 U37-552 are applicable in their entirety to this



