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1. Programine synopsis

1.1 Programme Summary Table

Title Multiannual Operational Programme on environment in favour of the Republic of North
Macedonia for 20242027

OPSYS ACT-62459, JAD.1391961

ABAC ABAC Commtitment level 1 number: JAD.1391961

Basic Act Financed under the Instrument for Pre-accession Assistance (IPA 11I)

Team Europe

No

IPA 111 beneficiaries | North Macedonia
Programming IPA 111 Programming Framework
document

PRIORITY AREAS AND SECTOR(S) INFORMATION

Window and
thematic priority

Window 3: Green Agenda and Sustainable Connectivity
Thematic Priority 1: Environment and climate change

Sustainable
Development Goals
(SDGs)

Main SDG 06 — Clean Water and Sanitation.

Other significant SDGs:

-SDG 03 — Good Health and Wellbeing

-SDG 11 — Sustainable Cities and Economies

-5DG 12 — Responsible Consumption and Production

DAC code(s)

140 Water Supply and Sanitation (90,82 %)

14010 Water sector policy and administrative management (9,52 %)
14022 Sanitation-large systems (40,87 %)

14050 Waste management/disposal (40,43 %)

151 Government & Civil Society-general (9,18 %)

15110 Public sector policy and administrative management (9,18 %)

Main Delivery

12000 Recipient Government

Channel
Targets Climate
0 Gender
E] Biodiversity
Markers General policy objective Not targeted | Significant | Principal
objective objective
(from DAC form)
Participation development/good O O
governance
Aid to environment 0 O
Gender equality and women’s and O O
girl’s empowerment
Reproductive, maternal, new-bomn O 0O
and child health
Disaster Risk Reduction ad [}
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Incluston of persons with O O
Disabilities
Nutrition O o ”'
RIO Convention markers Not targeted | Significant Princip:n
objective objective
Biological diversity | ] "I
Combat desertification O B
Climate change mitigation O O
Climate change adaptation (] |
Internal markers and | Policy objectives Not targeted | Significant | Princip Il}
Tags objective objective
Digitalisation |} 0
Tags YES NO
digital connectivity O
digital governance O
digital entrepreneurship O
digital skills/literacy a
digital services [
Connectivity 0 O
Tags YES NO
digital connectivity N
energy Il
transport a
health O
education and research O
Migration il 0
Reduction of Inequalities
COVID-19 O 0

BUDGET INFORMATION

Amounts concerned

Budget line: 15.020201
Total estimated cost for 2024 - 2027: EUR 89 300 000

Total amount of EU budget contribution for 2024 - 2027; EUR 70 000 000

The contribution from the general budget of the Furopean Union is split per ye

follows:
- For 2024 - EUR 7 300 000
- For2025-EUR 11 593 978
- For 2026 —EUR 17 530 400
- For 2027 —EUR 33 575 622

ar as




The contribution from the general budget of the European Union for the subseguent
vears is subject to the availability of appropriations for the respective financial years
following the adoption of the relevant annual budget, or as provided for in the system
of provisional twelfihs.

MANAGEMENT AND IMPLEMENTATION

Implementation Indirect management with North Macedonia
modalities
{management mode
and delivery
methods)

Relevant priorities Priority: Green Agenda

and flagships from Flagship: VII Waste and Wastewater
Economic and
Investment Plan for
the Western Balkans
[only for the Western
Balkans]

Final Date for At the latest by 31 December 2025
conclusion of
Financing Agreement

|
Decommitment Budgetary commitment 2024: by 31/12/2029 ‘
deadline for each Budgetary commitment 2025: by 31/12/ 2030 ‘
budgetary

Budgetary commitment 2026: by 31/12/ 2031
Budgetary commitment 2027: by 31/12/ 2032

commitment

Indicative eligibility | 31/12/2033
period

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

1.2 Summary of the programme

The Multianmnal Operational Programme (OP) on environment aims to intensify and accelerate the
implementation of the Green Agenda' in North Macedonia. This will be achieved through further investmenis in
the wastewater and waste management infrastructure and the strengthening of institutional capacities for
environmental ivestment programming and management. The programme focuses on wastewater and wasie as
the most urgent priorities, considering other investments related to the Green Agenda in the country. Thus, the
proposed activities align with the Economic Investment Plan {EIP) priorities for the Western Balkans® and with
the WBIF’s Flagship VII Waste and Wastewater Management,

In the wastewater subsector, the programme will focus primarily on improving wastewater management in the
Municipality of Veles by enhancing wastewater collection and treatment. This will be achieved by expanding the
sewerage network and construciing a new wastewater treatment plant (WWTP). The new WWTP shall comply
with the new rules on carbon neutrality included in the proposal for a revision of the EU Urban Wastewater
Treatment Directive (UWWTD). Secondly, the OF will support public communal enterprises (PCEs) in several
municipalities by providing them with the appropriate equipment, which should help improve the operation and
mainienance of the already constructed WWTPs (funded mainly by the EU through IPA T and IPA 1T} and their

1 SWD (2020) 223 final of 6.10.2020
2 COM (2020) 641 final of 6.10.2020
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sewerage networks. Also, support in the approximation process in the water sector and further improvement|of the
water tariff system shall be provided both to national and local authorities and the respective PCEs.| Such
interventions shall ensure better efficiency and sustainability of the already consiructed WWTPs, higher prot 3§:ti0n
for water resources and the environment, and improved service performance. Lastly, depending on the availability
of funds, e.g. by considering increasing national co-financing and other donors’ financial support or blendin ;Lwith
International Financial Institutions {IFIs) loans, support under the OP may also be foreseen for the municipalities
of Kavadarci and Tetovo. In the Municipality of Kavadarci, interventions shall cover expanding the sew!elaﬁe
network and the construction of a new WWTP, In contrast, in the Municipality of Tetovo, interventions shall dover
the upgrading of the existing WWTP, including but not necessarily limited to the extension of the sewérage
network. All the above-discussed interventions are fully aligned with the water sector reforms in North Macedonia
that started in 2016 with the development of the National Water Study’ and the introduction of a water]tariff
regulatory body that, among other issues, highlighted the need of increasing the wastewater and treatment
infrastructure and improving the PCEs with maintenance equipment and increasing the PCEs’ performance

In the waste subsector, the programme will support establishing and improving integrated waste management
systems in the East and Northeast regions of the country. The activities of the regional integrated Waste
management schemes will include closing non-compliant landfills, providing waste collection equipment; and
equipping both regions' central waste facilities and transfer stations. Implementing these measures shall ensure
that all the necessary conditions for self-financing and sustainable management of the regional waste manag"s ment
systems are in place and that their operation is secured. The intervention shall be complemented with act \ ities
related to improving approximation in the waste sector and assessing the cost related to meeting the EU’spwaste
acquis requirements and further support in implementation of the waste tarifis.

The implementation of the OP requires skills, especially in managing works contracts, which need reinforcement
especially at the public administration level,-and at central and at local/regional level. Additionally, the 0pe|r1tion
of investments is challenged by high staff turnover, which calls for implementing retention policy measures to
ensure a stable and committed public administration. Therefore, a set of capacity-building measures v 1|ll be
developed to support the IPA structore of the Ministry of Environment and Physical Planning (MoEPP),jiother
national authorities (NIPAC and CFCD) and targeted municipalities, enabling the sound implementation of the
OP and its infrastructure projects while facilitating the transfer of knowledge, skills and information. Overall! this
will contribute to the capacity development of the relevant human resources in the country for programming and
managing infrastructure projects in the environmental sector and ensuring the sustainability of built investments.
In addition, the MoEPP and relevant national authorities shall be supported in regard to the EU accession
negotiations process for Chapter 27.

The successful implementation of the OP will address the alignment of North Macedonta with the EU norts on
environment and climate change {Chapter 27). This will ensure compliance with the EU’s environmental geguis
and at the same time tackle the environmental deterioration caused by improper water and waste management in
the country.

2 Sector(s) analysis
2.1 National sectoral policies and context

The environmental sector in the country presents significant demands, encompassing a range of challenges such
as air and water pollution, deforestation, waste management, soil erosion, and biodiversity loss. Over the years,
the sector has experienced gradual development, primarily supported by the EU, other donors, and as a resukt of
the growing public awareness regarding the environment and climate change. However, environmental protection
continues to be a challenge for North Macedonia, particularly concerning fulfilling the requirements related SEU
integration. In response to these critical needs, the country has formulated an environmental policy that add Lsses
the key environmental challenges and has made considerable efforts to strengthen the regulatory and instituifonal
framework.

As a candidate country for EUJ membership, North Macedonia must timely and effectively implement the enitire
body of EU ecquis, which encompasses EU laws, policies, and regulations. The process commenced in 2002 and
1s ongoing. Despite the existing regulatory reforms, significant efforts are siill required to implement the leicy:
which includes making the necessary investments and improving the administrative capacity for full aligﬁment
with the EU acquis mn this sector. During the accession process, long-term strategic planning is essentiall] The

* IPA Project: Development of National Water Study, FuropeAid/136505/IH/SER/MK
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Government has adopted several important policy strategic documents in various environmental areas,
demonstrating its commitment to the necessary reforms within the environmental sector.

The National Programme for Adoption of the Acguis (NPAA) is a roadmap for North Macedonia's gradual
adoption and implementation of the acguis. This comprehensive long-term document defines the dynamic process
of harmonisation, strategic gnidelines, policies, reforms, and measures for implementing the legislation, structures,
resources, and deadlines to be realised by North Macedonia to fulfil the requirements for EU accession. The first
NPAA was prepared and adopted by the Government in 2005/2006. Almost every year since then, annual/biannual
revisions have been carried out based on the European Commission's Reports for the country®. The last revision
was conducted in June 2021. Chapter 27, dealing with environmental and climate actions, represents a crucial part
of the NPAA, drawing the short-term and mid-term priorities towards required reforms within the sector. The
National Working Group within the NPAA for Chapter 27 is considered the largest, with members from all relevant
national institutions, business communities and Civil Society Organisations’ representatives. .

Water Managemert

The national sirategic and key planning documents in the water management sub-sector include the National
Water Stralegy, the draft River Basin Management Plans, the Urban Wastewater Treatment Directive Specific
Implementation Plans and the National Programme for Water Supply and Wastewater Collection and Treatment,

The Natienal Water Strategy 2012-2042 is a long-term water management strategy which aims to address water-
related challenges and ensure sustainable use of water resources for 30 years. In collaboration with other
government agencies and stakeholders, the MoEPP developed this strategic document to ensure overall sustainable
water management in the country, improve access to safe and reliable water supply and sanitation services, enhance
waslewater management, including collection and treatment, as well as to protect and preserve the country's natural
water ecosystems. The strategy sets ont a range of specific objectives and actions in the following areas:

*»  Water governance and institutional capacity building
s  Water resources management and protection

s Water supply and sanitation services

+  Water infrastructure development

s Water quality monitoring and management

s  (Climate change adaptation and mitigation

s Public awareness and stakeholder engagement

The strategy recognises that achieving its goals relies heavily on collaboration and coordination among various
stakeholders, including government agencies, local communities, NGOs and the private sector. Additionally, it
emphasises the need for robust legal and regulatory frameworks, including financial resources for infrastructure
development, to support sustainable water management practices. The National Water Strategy highlights that the
main problem remains the outdated water infrastructure, particularly the wastewater collection and shortage of
treatment infrastructure, As water service providers, local authorities and their public communal enterprises
(PCEs) are responsible for establishing infrastructure for water supply, wastewater collection and treatment but
need more capacity to manage the water resources in North Macedonia properly.

The MoEPP, with the EU’s and other donors’ support, is working on developing River Basin Management Plans
(RBMPs) for each river basin, except for Tuzna Morava, in North Macedonia (Vardar, Crn Drim and Strumica®)
following the Water Framework Directive and the Water Law requirements. However, none ot the draft RBMPs
has been formally adopted (as of November 2023), though they are followed when activities and measures are
planned for implementation in the river basins. River Basin Management Councils (RBMCs) with a new
composition for each river basin (except for Juzna Morava) were established in 2021. The Vardar RBMC is the
largest one having 44 members, while the Crn Drim and Strumica councils have 25 and 20 members respectively.
The RBMCs comprise representatives from national and local administration, chambers of commerce, NGOs,
water users’ associations and the Consumer protection organisation. The RBMCs have had one inauguration
meeting where the leading roles and methods of work were presented concerning preparation, public participation,
and adoption of the RBMP. In 2022, the MoEPP disiributed a questionnaire to the RBMC members to obtain
information about their capacity and training needs. In 2022, another meeting was held where the public
consultation procedure for the RBMP preparation and adoption was presented.

* hups://meighbourhood-enlargement.ec.europa.et/enlargement-policy/sirategy-and-reports_en
3 Vardar RB 80.35%: Strumica RB 6.41%, Crn Drim 13.6 % and Juzna Morava 0.17 % of the country’s territory
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Figure 1! River Basins in North Macedonia

In 2017, as part of an EU-funded project®, Urban Wastewater Treatment Directive Specific Implememation‘ li’lans
(DSIPs) were developed, which provided an estimation of the costs, financial plans and time needed for the full

1

implementation of this directive in North Macedonia, Based on the DSIPs, the National Programme for Water
Supply and Wastewater Collection and Treatment was developed, outlining the investments in the|water
subsector and prioritising agglomerations with the highest pollution. The selected projects were included .1§|1 the
Nationa! Single Project Pipeline (NSPP) for Environment that, after consultation with the Sector Working Group

on Environment and Climate Change, was approved by the Government for the first time in 2017 and ]astll.l)J was

revised in 20227, The DSIPs and consequently the NSPP should be revised in the future in order to refleat the
current proposal for recasting the UWWT Directive®,

Waste Management

The national strategic and key planning documents relevant to the waste management sub-sector inclugd ¢ the
National Waste Management Plan (NWMP), the National Waste Prevention Plan (NWPP), and the Regional Waste
Management Plans (RWMPs).

The National Waste Management Plan (NWMP) (2021-2031) sets out several objectives, including the
development of waste infrastructure, the promotion of separate collection of waste streams, the improvement of
waste treatment and disposal practices, the reduction of hazardous waste, and the development of a moni;{lc:)ring
and reporting system. Overall, the NWMP is a comprehensive framework serving as a roadmap for the counury’s
waste management system. It focuses on many key enablers for sustainable waste management, including clear
and effective legislation, strong institutional capacity and infrastructure delivery, high-quality waste data and
ambitious extended producer responsibility schemes. The NWMP also addresses specific issues relevant Lo the
national level, such as hazardous waste management, waste import and export, and the remediation of hisltcjr'rical
hoispots. It also sets national waste recycling targets for reducing biodegradable waste in landfills. Chapterl%O of
the NWMP elaborates on a separate programme for education and public awareness of waste managemeit for
individuals, educational institutions, and the private sector in waste management. With the implementation %):f the
NWMP, it is expected to achieve a sustainable and circular economy, to improve citizens' quality of life, and to
protect the environment. The lack of local and regional waste infrastructure and management systems is the;main
obstacle to self-sustainable waste management in the country. The waste management system is mainly
traditionally based on waste collection and disposal. The plan recognises that the PCEs providing waste sefvices
in the municipalities are not properly equipped and do not have separate waste collection infrastructure, Which
results in almost 99% of the collected communal waste being disposed of on non-compliant landfills.

The recent adoption of the National Waste Prevention Plan (2022-2028) in North Macedonia fOIIO\W‘.d the
requirements of the new Law on Waste Management (adopted in 2021). The PPWG foresees a range of regulatory,
political, and practical activities that aim to minimise waste generation, promote recycling and reuse, and Ssure
proper waste disposal in line with the EU Waste Framework Directive (2008/98/EC). The plan includes measures

& IPA Project: Development of National Water Study, EuropeAid/136505/IH/SER/MK
Mhutps:f/www.sep.gov.mk/data/file/ WBIF/SPPY4202022-revised.pdf
# LUR-Lex — 52022PC054] —~ EN — EUR-Lex (europa.eu)
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for involving the private sector and improving waste management at the local level, for separate waste collection
and raising public awareness and involvement of local citizens.

The Regional Waste Management Plans (RWMPs) in North Macedonia are strategic documents that outline
waste management practices and objectives at the regional level. The country is organised into eight waste
management regions (as shown in Figure 2), each with a RWMP developed that directly contributes to meeting
national waste management objectives. The development and implementation of RWMPs involve collaboration
between regional authorities, municipalities, and relevant stakeholders. The plans consider population size, waste
generation rates, cost-efficiency, available infrastructure, and environmental considerations. They also consider
the requirements and guidelines set by the national waste management legislation, particularly the Law on Waste
Management. The main objectives of the RWMPs are to establish waste management targets at the regional level
and to estimate the financial resources needed for contributing to the implementation of the national waste targets,
as well as to outline the administrative set-up for waste management at the regional level. The specific details of
the RWMPs vary across different regions, as they are tailored to each area’s unique circumstances and needs.
These plans typically include strategies for wasie prevention, recycling, and recovery, the establishment of
appropriate waste treatment and disposal facilities, as well as for the coordination of waste management activities
and optimisation of financial resources. The plans also address issues related to hazardous waste, landfill
management, construction, demolition, and biodegradable waste by proposing measures to reduce waste
generalion, increase recycling and recovery rates, and to ensure safe disposal.

Figure 2: Waste management regions in North Macedonia

Municipalities are obliged by law to develop Biannual Waste Management Programumes that should contain actions
and measures to improve waste management at the local level, mainly related to the separation and collection of
municipal waste and prevention of waste generation. However, only a few municipalities (about 30 of the country’s
80 municipalities} have developed and adopted waste management programmes. In addition, folowing Article 27
of the Law on Waste Management, private companies that generate more than 200 kg of hazardous waste and
more than 100 tons of non-hazardous waste should develop a 3-year programme for waste management.

The waste management planning structure is presented in Figure 3 as follows:
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Figure 3: Waste management planning structure in North Macedonia

Considering the urgency and importance of addressing climate change, North Macedonia has been ac.twely
working on formulating and implementing a long-term strategy for climate action. This is particularly 1mp(%rtant
to the environment sector and waste and wastewater. The Long-Term Strategy on Climate Action (LTSCA)
was adopied in 2021. The LTSCA defines the country’s contribution to the global effort through a range of
measures towards green, low-carbon and climate-resilient development based on the best available information
and in the context of the country’s accession to the EU. The global objective of the LTSCA is to reduce ngtional
net GHG emissions (including Forestry and other Land Use and excluding MEMO items”) by 72% ‘b)iiI 2050
compared to 1920 levels (or GHG emission reduction of 42% by 2050 compared to 1990, excluding FOL and
MEMO items) and increase resilience of North Macedonia’s society, economy, and ecosystems to the impacts of
climate change. The long-term vision of the LTSCA is that North Macedonia will be a prosperous, low-carbon
economy by 20350, following sustainable and climate-resilient development measures that enhance
competitiveness and promote social cohesion action to combat climate change and its impacts. In pr?ﬁ:tice,
reduction of GHG emissions in the waste sector will take place through the implementation of the measures
contained in the current waste policy framework which is already to some extent aligned with the EU c}lc!quis.
Increased separate collection and recycling of waste shall have a direct impact on GHG emissions by reduci!{{g the
waste landfilling. Nonetheless, based on the assessment of the current situation, the implementation of the current
existing measures is lagging behind and requires an important effort up to 2030 and beyond. While the me‘%tisures
to achieve emissions reduction such as green procurements will take place in the waste sector, introduction of
more advanced technologies and implementation will take place in the wastewater sector.

North Macedonia has adopted the country’s IPA 111 Strategic Response 2021-2027 document. Under Wind W 3-
Sustainable Connectivity and Green Agenda, Thematic Priority 1: Environment and climate change, it addresses
the following objective and areas of intervention that are relevant to this OP:

Objective 1.1: To optimise the water cycle and reduce the impact of solid waste on the environment.,|with
the areas of intervention as follows:

» Investments in wastewater collection and treatments using the best available technologies do notjentail
high costs to reduce GHG emissions.
» Investments in integrated waste management systems at the local and regional levels align with the most
modern technologies to avoid increasing emissions of GHG.

+ Building the capacity of the authorities of North Macedonia to design investment projects addr‘essing
climate risk assessment and proofing. i
»  Building the capacity of the national authorities to implement the legislation and ensure the protection of

the environment effectively,
s  Building the capabilities of the public utility companies in the water and wasle sectors.

2.2 Legal framework

The Ceonstitution is the fundamental legal document in the hierarchy of North Macedonia’s legal sy‘%leml The
Constitution contains provisions dedicated to environmental protection {Adrticles 8 and 43). Namely, Artitle 43
provides the basis for the country's other legal frameworks for environmental protection. F urlhermor:e:, the
constitutional provisions are supplemented by primary (laws) and secondary legislation (rufebooks, ordingnees,
decrees and decisions) that govern the environmental protection sector in the country.

The Law on Environment (LoE) (Official Gazette No. 53/2005, 81/2005, 24/2007, 159/2008, 83/2009, 46/1()
124/10, 52/11, 51/11, 93/13, 187/13, 42/14, 44/15, 129/15, 192/15, 39/16, 99/18 and “Official” no. 89/23 and
171/22) represents the critical law within the sector. Adopted in 2003, the LoFE lays down the basic principles of
environmental protection to establish and manage all environment sub-sectors and climaie change.

Moreover, the LoE regulates the issues of access to environmental information, public participation in
environmental decision-making, plans for industrial accident control, and control mechanisms available to
environmental inspectors. The LoE emphasises integrated environmental permits and regulates the Enwrom%ental
Impact Assessment (EIA) and Strategic Environmental Assessment (SEA) procedures. In addition, it estab] shes
the basic principles and legal base for implementing obligations related to global environmental protection 1;:ues,
mcluding the country's legal obligation to Climate Action.

" MEMO iftems include emissions from aviation and electricity impomt.
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The provisions in the LoE, to a large extent, are harmonised with those in the EU A4cquis, such as:

*  Horizontal legislation (Direcrive 2011/92/EU EIA, Directive 2001/42/EC SEA, Directive 2003/4/EC
Access to information, Directive 2003/35/EC Public Participation, Directive 2004/35/EC Environmental
Liability, Directive 2007/2/EC INSPIRE, Directive 2008/99/EC Environmental Crime), and

s Industrial pollution control (Directive 2012/182/EU Seveso IiI, 2010/75/EU IED).

Nevertheless, specific provisions related to integrated environmental permits and climate change actions will nno
longer be covered by the L.oE. These provisions will be subject to and regulated by the Law on Climate Action
and the Law on Industrial Emissions. The drafts of these two laws are currently being finalised and expected to be
adopted in the short term. They are expected to be in force and applicable during the implementation of this OP.

Since the signing of the Stabilisation and Association Agreement (SAA)'? in 2002, the country has started
harmonising its legislation with the EU Acquis Communauiaire, including in the area of environmental protection.
Since 20035, North Macedonia is a candidate country for EU membership. The country established the National
Programime for Adoption of dcguis (NPAA) to guide and supervise the entire alignment process with the acquis.
Thus, a separate part of the NPAA is fully dedicated to this process. For Chapter 27: Environment and Climate
Action, the MoEPP regularly monitors the level of alignment of the national legislation with the relevant acquis
and, proposes the adoption of necessary measures. Based on the last progress monitoring exercise conducted within
the EU Environment Partnership Programme for Accession (EPPA) for 2020, North Macedonia has a medium
average level of alignment of the EU Chapter 27 Environment and Climate Acquis.

Water managenient

The management, protection, and use of water as a natural resource within North Macedonia are regulated by the
Law on Waters (LW) (Official Gazette No. 87/08, 6/09, 161/09, 83/10, 51/11, 44/12, 23/13, 163/13, 180/14, 140
/15 and 52/16 and Official Gazette No. 151/21). The LW provides a comprehensive regulatory framework for
water management based on EU policies and legislation, which covers all aspects of water management, water
use, water protection, the quality of water, and the protection of harmful effects of water.

The Law on Waters regulates issues about surface and groundwater; land and coastal wetlands; water management
facilities and services; organisational structure and financing of water management, as well as the provisions for
the protection and conservation of water resources, including measures to prevent pollution, regulate wastewater
discharge, and manage potential risks to water ecosystems, including monitoring and reporting obligations, as well
as provisions related to international cooperation, mainly transboundary water resources and cooperation that
North Macedonia shares with neighbouring countries to manage shared water bodies and address water-related
challenges collectively. In addition, the Law on Waters regulates the planning structure in water management and
the adoption of planning and strategic documents, such as the Waier Management Strategy, the River Basin
Management Plans and the Programmes for water infrastructure development.

Adopted in 2008 and entering into force on January 1%, 2011, the Law on Waters introduced a new water
management regulatory framework with a focus on aligning with the EU principles and legislation and the aim to
address the shortcomings of the previous water management systems, by focusing not only dominantly on water
use but also broader water resource management, protection, and sustainability. Thus, the LW directly aligns with
the requirements of the following EU directives in the field of water resources management;:

»  Water Framework Directive (WFD),

»  Drinking Water Directive (DWD),

s  Bathing Water Directive (BWD),

s Sewage Sludge Directive (SSD),

¢  Urban Wastewater Directive (UWWTD), and

«  Directive on the Protection of Waters from Nitrate Pollution (ND).

The Law on Waters and several secondary legislation documents have been aligned with the WFD (2000/60/EC),
the UWWTD (91/271/EEC) and the Sewage Sludge Directive (86/278/EEC), which are crucial for the OP. In
addition, all national legislation is in place for safe sludge usage. Apart from the Bathing Water Directive, which
has a low level of alignment, all the other directives have high alignment levels in the Law on Waters and
complementary secondary legislation. However, the Law on Waters is not aligned with the latest amendments to

PArticle 68 from Stabilization and Association Agreement
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the Drinking Water Directive. Moreover, considering that the EU is recasting the UWWTY Directive, further
efforts will be needed to ensure alignment with EU acquis.

Furthermore, the legal framework for water management in North Macedonia is complemented by two additional
laws, the Law on Setting the Prices on Water Services (LSPWS) (Official Gazette No. 7/2016) and the Liwon
Drinking Water Supply and Urban Wastewater Drainage (Official Gazette No. 68/04, 28/06, 103/08, 1j7/11,
34/11, 163/13, 10/15, 147/15 and 31/16).

The LSPWS adopted in 2016 as part of the water sector reform supported by three IPA 1 funded projects, isla key
to the overall water management sector. As per the law, the regulatory authority for determining water service
prices was established within the Regulatory Commission for Energy and Water Service of North Macedomﬁa!. The
three water services included under the regulatory price approval are related to i) water supply, ii) water collection
and discharge, and iii) wastewater treatment. As per the provision of the LSPWS, a PCE can only apply a price
for water service if it has a prior approved price range by the Regulatory Commission and then a precise p“rice is
approved by the Municipality Council of the respective municipality,

Waste Management

The new Law on Waste Management (LWM) (“Qfficial” No. 216/2021) was adopted in 2021. As a sucgessor
of the old law from 2004, it represents the country’s efforts to further align the national legal framework with the
EU Waste Framework Directive 2008/98/EC. The Law on Waste Management provides rules for adeq;‘ately
managing all types of waste and provides a solid ground for secondary legislation to ensure further alignmeritj with
EU'acquis provisions. Apart from the rules for proper waste management, the Law on Waste Management provides
the legal basis for the country’s comprehensive policy and planning framework for waste management.
Consequently, the Law on Waste Management regulates the preparation and adoption of the Waste Management
Strategy, the Waste Management Plan, the Regional Waste Management Plans, the Waste Prevention Plan and the
National Strategy on Sludge Management.

As a novelty, the new LWM introduced a new tariff-setting system for waste services, which is to be established
in the upcoming period. The new tariff-setting system is designed to enable cost recovery, which is expected to
lead to a self-sustainable regional waste management system in the country. The Regulatory Commission for

Energy and Water Services is designated as a regulatory body to set prices for waste management services|based
on a separate methodology for establishing waste management services.

The LWM directly aligns with the requirements of the following EU directives in the field of waste management:

o  Waste Framework Directive (Waste FIJ)
e  Landfill Directive (LD}
e  Waste Shipment Regulation (WSR)

The LWM and accompanied secondary legislation ts with high level aligned with the above mentioned dlrec;twes

National targets concerning biodegradable waste to be disposed on landfills are established. The system of] \ivaste
shipment is well regulated, and good cooperation is in place with neighbouring countries regarding the conilil;ol of
waste shipment forms. Also, the Basel Convention requirements are applied to the transboundary movement of
hazardous waste,

Apart from the LWM, in 2021, several new laws were adopted for the management of special waste streams} isuch
as:

e Law on Packaging and Packaging Waste Management (Official Gazente No. 215/2021)

e Law on Batteries and Accumulators and Waste from Batteries and Accumulators (Official Gazel
176/2021)

e Law on Electrical and Electronic Equipment and Waste from Electrical and Elecironic Equipment
(Official Gazette No, 176/2021)

e Law on Additional Waste Streams (Official Gazette No. 216/2021)

» Law on Extended Producer Responsibility for Managing Various Wasie Streams (Qfficial Gazeti
215/2021),

No.

Py

No.

_

W hitpsidieur-lex.europa.ew/leral-contenVENVTX T/PDF/ uri=CELEX: 52022 PC054 1 & from=EN htips:/feur-
lex.europa.ew/legal-content/EN/TX T/PDF/ ?uri=CELEX:52022PC0541 & from=EN ;

15




The management of special waste streams in the country is set based on the extended producer responsibility
principle and fully aligned with relevant EU acquis (Directive 94/62/EC - Packaging Waste, Directive 2006/66/EC
— Batteries, Directive 2012/I1%/FEU — WEEE, and Directive 2000/53/EC — End-of-Life Vehicles). The primary
obligation of achieving the targets for proper management of special waste streams is with the producers, whose
products contribute to waste stream generation,

Lastly, in April 2022, for the first time in North Macedonia, the Law on Environmental Inspection (LEI)
(Official Gazette No. 99/2022) was adopted. The main objective of this law is to establish an effective system of
inspection, including powers and responsibilities for conducting environmental inspections within North
Macedonia. The law foresees provisions for establishing coordinated inspections at the central and local levels,
assessing the impacts that legal entities” subjects of supervision have on the environment, detecting the source and
extent of environmental pollution and taking measures to prevent, redoce or eliminate poliution. The Jaw is aligned
with the provisions related to inspection from the FU Seveso I Directive, the Industrial Emission Directive, and
the Regulation (EU} N° 910/2014 on electronic identification and trust services for electronic transactions in the
internal market (elDAS Regulation).

2.3 Imstitutional setting, leadership, and capacity

The institutional setup relating to the water and waste management subsectors in North Macedonia is fragmented
into different institutions at the central and local levels, The structure and competencies are as follows:

The Ministry of Environment and Physical Planning (MoEPP) is the leading institution for developing and
implementing North Macedonia’s national environmental and climate change policy, including the couniry's water
and waste management policies. It is responsible for developing environmental and climate change legislation in
compliance with the EU, the sustainable use of natural resources, soil protection, nature and biodiversity, and
environmental monitoring and reporting. The MoEPP is responsible for Chapter 27 — Environment and Climate
Change, with the devoted task to mobilise all resources necessary to achieve compliance with the requirements of
EU membership.

The MoEPP is organised into nine departments, two units, and two constituent bodies within the MoEPP, i.e., the
Administration for Environment (AE) and the Office for Spatial Information System. These bodies operate
as subordinate entities, within and under the supervision of the MoEPP, and their scope of work is regulated
through legal acts governing issues in the environmental area. In addition, the State Environmental Inspectorate
(SEI) is part of the MoEPP structure as a separate legal entity that reports to the MoEPP but acts independently.

The AE is organised into five (3) departments and is responsible for implementing national environmental policy
and legislation and for monitoring the implementation of main environmental issues, including air protection,
water protection and management, waste management, soil protection and nature protection. It is responsible for
the application of the main instruments of environmental protection, such as environmental impact assessment,
integrated permits, elaborates for environmental protection, etc. The AE is responsible for issuing water and waste-
related permits, Competencies for water management are under the Water Department, while the waste is under
the Waste Depariment within the AE. These departments will be the main end-beneficiaries of the OF on
Environment.

The State Environmental Inspectorate (SEI) is a separate legal entity under the MoEPP that is in charge of
inspection and supervision of the implementation of the entire range of national environmental legislation. In
addition, the SEI is also responsible for approving the inspection plans prepared by the local authorised
environmental inspectors.

Limited human resources capacities, in terms of number and knowledge, to cover all the environmental sector
responsibilities in the MoEPP and its subordinate authorities are noted in several assessments {mainly completed
as part of EU-supported projects). The main issue remains the frequent staff turnover, affecting institutional
memory loss. There is a persisient need to strengthen and improve the knowledge and capabilities of the existing
human resources, as well as to plan for their further increase in number to cope with the sector’s requirements.

The Ministry of Transport and Communication (MTC), even though primarily responsible for transportation
and communication sectors, is involved in the supervision of municipal infrastructure at the local level, mostly
water supply and sewerage networks. Consequently, the MTC primarily works in constructing water supply and
sewerage networks, thus supporting mainly the mumicipalities in rural or less developed areas. Support for water
supply and sewerage network projects is provided by granting state subsidies to municipalities applying for such
assistance. The Ministry of Transport and Communication s also responsible for managing water infrastructure
programmes supporied by international donors. The MTC will mainly ensure appropriate construction permits for
the infrastructure works financed by this OP. In addition, the MTC through its Comnmunal Inspectorate, is
responsible for inspecting the Publc Communal Enterprises (PCEs), which provide water supply and waste
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collection services at the local level. The Communal Inspectorate ensures that the PCEs’ services follow legislative
requirements, including public hygienic standards. Nevertheless, like other institutions the Comnunal Inspetillorate
has limited capacity to perform its duties; therefore, it must be included in some of the OP capacity-bﬁilding
activities.

In North Macedonia, the Ministry of Health (MII) ensures the control and monitering of drinking water quality.
The Institute for Public Health, which operates under the auspices of the MI, is responsible for overseeir;}g and
implementing programmes related to public health, including the control of drinking water quality and safery.

Following the decentralisation process, the Local Self Government Units (LSGUs) — i,e, the mumclpahtl?s, are
critical in implementing the environmental policy and legislation in the water and waste management sub-sectors.
Their basic tasks relate mainly to the following:

¢ Development of local programmes for environmental protection.

¢ Construction, maintenance and operation of water supply systems, sewerage systems, WWTPs! and
communal waste collection and disposal.

*  Providing public information regarding the state of the environment at the local level.

The ownership and management of the water and waste infrastructure are primarily the responsibility of the
mum(:lpalmcs The municipalities establish Public Communal Enterprises {PCEs) to oversee and manage these
essential services. The PCEs perform water supply, wastewater collection and treatment and waste management
Almost all of the PCEs encounter human resources issues and have capacity issues, Often, they are undcrstaffed
not only in human resources numbers but also in terms of employees with. the necessary skills and experqsle In
addition, they need updated or proper equipment to enable them to provide high-quality and efficient services to
the citizens. As a result of the establishment of the public regulatory body for water price services, the xmprov‘!a'ment
in PCEs performance is noticed, particularly in managing the assets and cost efficiency for water selivmes
However, more efforts are needed to decrease water losses, improve wastewater collection and treatment fac:htles
and improve overall performance. Concerning waste management, the PCEs mainly collect and dispose of] |waste
at non-compliant landfills designated as official sites for disposal until new landfills are construcied per EU
legislative requirements,

The Regulatory Commission for Energy and Water Services (ERC) was appomted as the water service price
regulator in 2017 by the Law on Setting Prices for Water Service. The ERC is tasked with establishing Ltgmffs
(price) on water services for water supply to the population, collection and discharge of urban wastewater, and
wastewater ireatment. To achieve a cost-recovery system and to ensure a self-sustainable regional “waste
management system in North Macedonia, in line with the provisions in the new Law on Waste Management, the
ERC is also designated as a regulatory body to set waste management tariffs in the country. However, thelvaste
tariff assessment methodology still needs to be prepared.

To ensure the implementation of regional waste management and RWMPs documents, Inter-Municipal Waste
Management Boards (IMWMBs) are formally established in each waste management region (in total]) eight
waste management IMWMBs). Members of the IMWMBs are the mayors of the municipalities and the mayor of
the city of Skopje, depending on the region they belong to, or other persons authorised by the municipaliti€s and
the city of Skopje. The IMWMBs oversee regional waste management in the corresponding region and, among
others, are responsible for formally endorsing the drafi RWMPs, supervising the activities for the RWMPs’
implementation, approving proposed interventions for the RWMPs’ implementation, approving contrad(s for
public-private-partnerships, etc. Though the IMWMBSs are established formally, they meet rarely and mainl)ie! lupon
the MoEPP’s requests, primarily for project-related aciivities. The IWMBs for the Fast and Northeast regionShave
performed better, mainly due to the EU’s long-term support in these two regions.

In North Macedonia, regional development planning and coordination is under the responsibility of the Centres
for Development of Planning Regions (CDPRs), which operate under the Ministry of Local Self- Goverhnent
(MLSQG) (in total 8 Centres, one for each plunning region). Established in 2009, the CDPRs aim to pr!:l)‘mote
balanced regional development and enhance collaboration between different levels of govemment and
stakeholders from the public and private sectors. Each Centre has established an Organisational Unit for Re%xonal
Waste Management (from now on Organisational Unit). The Organisational Units are operational bodles:' that
support the RWMP implementation and oversee the overall functioning of the waste management syste:msl Such
units have been selected for the East and Northeast regions; the salaries of the staff working underj these
Organisational Units are covered by the Municipalities’ budget, whereas their activities largely depend on the
financial support provided by projects implemented through the CDPR. Such constrainis have Impacted the
Organisational Units” work and responsibilities. To ensure sound regional waste management, under the Liv on
Waste Management, mayors in a respective region are obliged to sign an agreement 10 establish a joint re?; onal
waste management system where mutual obligations and rights are stipulated concerning waste collection, transfer,
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and disposal. Also, the agreement envisages the establishment of a joint inter-municipal public utility company;
the company will manage the operation of the transfer stations, the central waste facility — landfill, and
management rights concerning the company.

LOTNL GOVERMMENT WASTE MARNAGERMENT
AN IMNYEGRATED REGHNAL APBROACH

SHARED
ARFANGERENTS
coutEcTIoON AND |

REGIONAL
MANAGEMENT
CENTRE

Figure 4: Administrative structure for waste management at the regional level
2.4 Sector(s) and donor ceordination

As the leading environmental sector institution for EUJ accession negotiations, sector coordination duties are
assigned within the MoEPP. These responsibilities include developing and implementing the environmental policy
and coordinating different institutions and activities under the NPAA for Chapter 27 —~ Environment and Climate
Change {Chapter 27 Working Group), The MoEPP is responsible for Chapter 27 coordination and acts as the
Secretariat for Chapter 27 Working Group. The Working Group is the main structure for EU accession negotiations
for Chapter 27 and is organised to cover all main subsectors within Chapter 27 and ensures overall horizontal
coordination of the sector within the Stabilisation and Association Agreement {SAA); it comprises more than 100
members, representing not only the national public entities with competencies in the environmental sector but also
the private sector interests through Chambers of Commerce representatives, as well as civil society interests with
CS0s representatives active in environmenital issues.

Within the MoEPP, donors’ coordination is managed mainly by the Department for Implementing the
Instrument for Pre-accession Assistance (IPA) and the Department for Sustainable Development and
Investment. The Department for Implementing the Instrument for Pre-accession Assistance (IPA) coordinates
IPA funds. It is organised into three units i) Unit for Programming and Monitoring the Implementation of IPA, ii)
Unit for Technical Implementation of the IPA, and iii) Unit for Internal Control and Coordination in IPA
Implementation. The IPA department is directly involved in the environmental sector’s coordination process in
planning, implementing, and monitoring environmental projects financed through the EU’s IPA funds. The
Department for Sustainable Development and Investment is responsible for coordinating investments in the
environment sector from the national budget, bilateral donors, and investments from 1FIs’ (EIB, EBRD, World
Bank, etc.) support through development loans.

In the area of donor coordination, the environment sector also benefits from a well-established policy dialogue
channelled through the Sector Working Group for Environment and Climate Action (SWGECA), chaired by
the Minister of Environment and Physical Planning. The main aim of the SWGECS is to ensure efficient
coordation of activities related to programming and monitoring of EU funds and other bilateral and multilateral
assistance and proposing measures and activilies in the environment and climate sectors to support different
reforms in the country relevant for the EU integration. The SWGEC includes representatives from the main
national institutions and leading donors in the sector, such as the EU Delegation, IFls, other international
organisations, bilateral donors and representatives from CS0Os.

2.5 Mid-term budgetary perspectives

In North Macedonia, the medinm-term budget comprises the Fiscal Strategy and the detailed budget. The Fiscal
Strategy includes a medium-tenn fiscal plan covering three years, including aggrepate revenue, expenditures, and
borrowing. The detailed budget is prepared based on the Fiscal Straiegy. The detailed budget covers one year for
operating expenditres {the Special Budget) and three years for capital expenditures (the Development Budget).
The medium-term expenditure framework (MTEF) as a budgetary planning and management too! has yet to be
that robust in North Macedonia. The annnal budget presents an expenditure estimate for the budget year and the
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two following fiscal years allocated by administrative and economic classification, but not programme {or
functional) classification.!?

Within the regular annual planning and execution of the national budget, the MoEPP and other central-level bodies
foresee activities and financial resources for areas that various programmes will cover, Namely, in the national
budget, the year 2023 main allocations for water and waste are within the MoEPP and the Ministry of Tr nsport
and Communication. In that respect, the overall financial allocations defined in the national budget (including
EIB/EBRD loans) are as follows:

s For the sub-sector water management, approximately EUR 25 877 245 for 2023, EUR 27 000 000 for
2024 and EUR 13 270 000 for 2025 are projected,
»  For sub-secior waste management, approximately EUR 3 058 536 for 2023, EUR 26 100 for 2024 and
EUR 22 560 for 2025 are projected.

Nevertheless, the annual estimation of total funds allocated for water and waste management in the country remains
difficult because the municipalities and the PCEs also undertake investments in these sectors through their bu dgcts

which implement similar interventions at the local level as competent institutions for water and waste management
in the country. Most of the interventions are related to rehabilitation and investment for extending the sewlerage
and water supply network coverage at the respective municipalities. Limited municipality funds are devo ted to
waste management.

2.6 Performance assessment framework

North Macedonia, since 2020, has put in place a Performance Assessment Framework (PAT)?, streamlining
the policy objectives; based on a set of impact and outcome indicators, targets, and baseline data, Considering
environmental protection, the Performance Assessment Framework is measured under clearly defined indicators
in five (5) sub-sectors/pillars; Air Pollution, Climate Change, Waste, Water and Natural Resources,

Indicators for measuring the achievement of the sub-sector results for water and waste management in the country
will be monitored following indicators and targets presented as follows:

Table 1: Performance Assessment Framework — Water

ng_;}‘;ﬁ;gg@ P ES

(B e e L oLt
%»ase d:cato

kR o Elaboration 7 Bilseline sl F s mTarﬂeL il
B
Water exploitation Annual 1otal abstraction of freshwater divided by / Target for 2027
index the mean annual total renewable freshwater <79
resource at the country level, expressed in =7
percentage terms.
[T
Quantity freshwater Exploitation of treshwater resources according to / Target for 2027

resources used their use in individual sectors, such as: public water
supply, imigation, and electricity production
(cooling), losses of water in water supply systems
of legal persons registered for water abstraction for
manufacturing or distribution of water in millions

< 600 million m3

of 3.
il
Concentration of Concentrations of nitrate in rivers and groundwater 1.14 mg NO3/1 - Target for 2027
nitrates in freshwater | bodies. The indicator can be used 1o illusuate 2015
ot Y, . < 0.60 mg NO3/
geographical variations  in  cwrrent  nutrient
concentrations and temporal trends.
IH
Concentration of Concentrations of orthophosphate in rivers and | 0.26 mg P/1-2015 Target for 2027
orthophosphate in groundwater bodies. The indicator can be used to <0.20 mllp1
- - - . - . fal
freshwater illustrate geographical variations in current nutrient =LA Ing i
concentrations and temporal trends,
- .M
Drinking water This indicator shows the exceedance of limit values 94,40 % of safe Target tor 2(I)27
uality of pollutants according 1o the legislation. EU and samples — 2017 A
auatiy By, ® . amp > 08 % of Safe

North Macedonia.

sample

IMF Country Report No. 22/219 ~North Macedonia Technical Assistance Report — Public Expenditure
and Financial Accountability Performance Assessment™, July 2022
Bhitps://pafnorthmacedonia.mk/PAT/https://pafhorthmacedonia.mk/PAF/ ?
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Table 2: Performance Assessment Framework — Waste

P e P T3

. A P e - b he .
. Indicator Elsboration™® i . . Bascliné» -% “Farget
Municipal waste Tons of municipal waste, i.e. non-hazardous waste 768,000t -2017 Target for 2027
generation generated_ by natural persons in households and <940,0001
commercial waste
Final municipal waste | Final management of the overall amount of 635,870 1-2017 Target for 2027
generation municipal waste through the processes of: < 346,000
Incineration (with and without energy recovery) =T
Landfilling (controlled or uncontrolled landfills)
Composting Reuse or recycling other manner of
management.
Quantity of generated | This indicator shows the final management of the 704,61 t- 2015 /
medical waste overall amount of municipal waste through the
processes of: Incineration (with and without energy
recovery} Landfilling (controlled or uncontrolled
landfills) Composting Reuse or recycling other
manner of management,
Collected municipal Amount of the collected municipal waste 635,870t - 2017 Target for 2027
waste ge tion
generatio > 893,000t
Tens of recycled The amount of paper, glass and plastic waste, 0¢-2017 Target for 2027
paper, glass and which is recycled.
plastic waste 210,000t

2.7 Socio-economic analysis (including SWOT analysis)

North Macedonia is a landlocked country on the Balkan Peninsula with an area of 25,713 km? and a population of
2,097,319 inhabitants, out of which 1,836,713 resident population. The Local Self-Government Units (LSGU)
perform the executive authority at the local level. North Macedonia is administratively divided into 80
municipalities, plus the City of Skopje, as a separate entity composed of ten (10) municipalities. As of 2003, the
LSGU’s role and competencies have expanded since the decentralisation process.

North Macedonia is a lower-middle-income country with a gross domestic product (GDP), according to the
European Commission'®, of EUR 12 billion in 2021. Its economy is highly dependent on the service sector, which
accounts for more than 60% of its GDP. The agriculture and manufacturing sectors are also significant contributors
to the economy, with agriculture accounting for approximately 10% of the GDP and manufacturing accounting for
around 20%. The IMF" forecast that the country’s GDP will grow by 3.6% in 2024, driven primarily by a rebound
in domestic demand and an uptick in exports.

The country faces a range of socio-economic challenges that impact the well-being of its citizens and the
development of its economy. Some of the main challenges include i) high poverty levels and inequality, with a
poverty rate of 21.5% and one of the highest levels of income inequality in Europe; ii) high level of unemployment,
which reached 17.6% in 2020, significantly higher than the EU average; iii) brain drain phenomenon, which has
significanily increased in recent years, with many educated and skilled citizens leaving the country searching for
better opportunities elsewhere; iv} corruption is a persistent problem in North Macedonia, which can hinder
economic growth and discourage foreign investments. The country has implemented reforms to address the latier,
but more work is needed to strengthen transparency and accountability.

The strategic orientation of Norih Macedcenia is the accession to the Furopean Union. It holds a candidate country
status for EU membership and siarted the EU accession negotiations after approval by the Council on 13 July 2022
of the Negotiating Framework for the negotiations with North Macedonia, in accordance with the revised
enlargement methodology and the Council’s conclusions,

Water Management

Drinking water

14 Census 2021
I* hups://webgate.ec.europa.cu/isdb_results/factsheets/country/overview north-macedonia_en.pdf’
18 hups:/fwww.imf.org/external/datamapper/profileMKD
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Based on the hydrographical conditions of the country, there are four river basin areas'’” and three major natural
lakes's. While river basin management plans (RBMPs) for Lake Prespa and the Bregalnica River havé |been
prepared, the RBMPs for the Strumica and Vardar River Basins are under preparation. However, none of the
RBMPs prepared so far have been officially adopted. No RBMP shall be made for the Juzna Morava due jlo its
small size, occupying only 0.17 % of the country’s territory.

The Local Self Government Units (I.SGUs) are responsible for undertaking infrastructure investments forjwater
service providers such as water supply, wastewater collection, and wastewater treatment in their respective
territories, except for municipalities within the City of Skopje, where this responsibility falls to the city,

The LSGUs have generally established Public Communal Enterprises (PCEs) to provide water services. In rare
cases, inter-municipal cooperation has been utilised to provide water services, LSGUs may delepate the
responsibility to another organisation to ensure adequate water services, There are three modalities forjjwater
service provisions in North Macedonia: i) PCEs established by the municipalities, ii) PCEs established by the
Government, and iii) private operators.

Currently, 81 water service providers are operating, and population coverage varies in size from over 500, JDO in
the case of the City of Skopje to less than 10,000 inhabitants in several rural municipalities. With EU suppcﬂnlﬂg a
Directive Specific Implementation Plan (DSIP) was developed for the Drinking Water Directive delineating 706
water supply zones.

Around 1.71 million inhabitants (82% of the country’s total population), have access to a centralised drmkmg
water supply managed and operated by public water utility enterprises (PCEs). Another 0.25 million inhabitants
(12%) receive their water supply through local, rural water supply schemes managed by their reeplecnve
communities. The remaining 0.12 million inhabitants (6%) obtain their water supply independently. Thére are
noticeable regional differences in the current coverage of drinking water. The Skopje Region has the hllghest
coverage of regularly managed and monitored centralised supply, around 96%, while the Polog, Northeas! and
Southwest Regions have the lowest coverage, ranging from 60 to 78%.

Groundwater is the dominant source of drinking water supply for the population and other users (>85%). However,
there are significant concerns regarding the water supply, including the loss of water in drinking water %upply
network systems, leakage from degraded irrigation systems, the need for awareness of technical devices for saving
water resources and the lack of sanitary protection at the sources. In North Macedonia, solely momton}lg the
aspects of the quality and quantity of surface water and groundwater resources is not sufficient in order to p110v1de
a holistic picture of the overall state of water resources.

Wastewater collection and treatment

Although the Law on Waters and the related secondary legislation as of 2011 is aligned with the UWWT Directive
(91/271/EEC}), still significant delays are encountered in its practical implementation. The country is facmg water
pollution issues, with the primary cause of this pollution coming from uvntreated wastewater. On y 25
municipalities are serviced by a wastewater treatment plant, covering 24.5% of the population. ConsequentlyI oSt
receiving water bodies — lakes and rivers - are polluted, and it will be challenging for these water bodies to meet
the EU Water Framework Directive (WFD) criteria for “good™ status soon. Many large cities do not have selp'arate
storm and sewage collection systems, while rural areas predominantly have combined sewage and |storm
wastewater collection systems.

The responsibility for collecting and treating wastewater in North Macedonia is shared between the Government
and the Local Self-Government Units {L.SGUs). The LSGUs have exclusive responsibility for wastewater
management, except in the perimeter of the City of Skopje, where the City of Skopje Administration is respon sabIe

The PCEs are responsible for operating and maintaining the wastewater systems and are owned and control ed by
the LSGUs. As of 2017, the PCEs must adopt annual development programmes and prepare business and tariff
adjustment plans in compliance with the provisions of the Law on Setting the Prices for Water Servicesjas a
precondition for obtaming approval by the Regulatory Commission for Energy and Water Services of theirjwater
services price.

To meet EU requirements for wastewater, vast investments are needed. The country must be able to absorb and
efficiently implement capital-intensive infrastructure projects with EU assistance. To have good planning and
efficient use of resources, in 2017, within an EU-funded project under IPA 1, the National Water Study was

TRivers Vardar. Crn Drim. Strumica and Juzna Morava
¥Ohrid Lake, Prespa Lake and Dojran Lake
IPA Project: Development of National Water Study. EuropeAid 136505 1H/SER/MEK
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developed, containing several documents relevant to the overall water sector management in the country. Relevant

to the wastewater are the following generated documents:

» Institutional Development Plan for Water Management.

»  Water Supply and Wastewater Collection and Treatment Policy.

¢  Report on Identified Agelomerations and Sensitive Areas.

s  Directive Specific Implementation Plan (DSIP) for Urban Wastewater Treatment Directive (UWWTD).

s Strategic Framework for Sludge Management.
»  Programme for Water Supply and Wastewater Collection and Treaiment.

The DSIP for the UWWTD has identified 123 agglomerations throughout the territory of North Macedonia, out
of which 120 are agglomerations above 2000 p.e. and are considered Category I agglomerations,

Table 3: Distribution of Agglomerations between regions

- Agglomerationsi}ii- P i Total Population | Population Equivalent
Southwest 20 164,585 T7% 198,215
Skopje 19 627,563 95% 860,485
East 10 126,510 77% 154,157
Pelagonia 12 171,510 80% 214,216
Southeast 15 115,099 67% 138,966
Polog 25 285,003 85% 352,446
Vardar 10 119,332 8i% 145,579
Northeast 12 154,609 8§7% 193,101
North Macedonia Total 123 1,764,463 84% 2,257,165

Also, the levels of coverage with wastewater collection systems within all agglomerations have been determined
based on the data from 2016. The following information focuses only on the Category 1 agglomerations, i.e. those

with an estimated p.e. of more than 1,900.

Overall, in the DSIP for the UWWTD prepared in 2016 it was calculated that about 1.33 million people?® were
connected to sewer systems which represent approximately 77.3% of the population in Category | agglomerations
{Category 1 agglomerations with more than 2,000 population), that is about 64% of the total population in the

country).

Table 4: Connection to Wastewater Collection; Regional Summary

Region Populs:i;f(\;i:% i fi"}";;’l’opulntion in 2 Category 1
Connected . Connectivity Agglomerations
Skopje 495,840 589.639 84.1%
East 114,573 130,854 87.6%
Pelagonia 165,145 178,023 92.8%
Southeast 84,528 111,411 75.9%
Polog 145,157 270,076 53.7%
Southwest 112,037 167,000 67.1%
Vardar 111,702 121,690 91.8%
Northeast 98.481 149,803 63.7%

Y Data are calealated on the number of populations from 2002 census that has estimated about 2.1 million pepulation
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North Macedonia Total 1,327,463 1,718,504 77.3%

Additional sewerage connection needs to be provided to approximately 400,000 people, representing 23%lof the
population in Category 1 agglomeration and about 19% of the national population,

There is a substantial variation in the connection rate found in the different regions, with the lowest level of
connection being in Polog (53.7% of the region’s population) and the highest being in Pelagonia (92.8%fof the
region’s population).

However, the Statistical Office of North Macedonia for 2022 reported that the total number of housls 10lds
connected to the wastewater collection system is 528,835, 88% of the existing households based on the 2021
population Census.

Currently, 25 wastewater treatment plants operate with a total capacity of 590,000 p.e., as summarised in Table 5.

Table 5: Wastewater Treatmen Plants (Functional)

‘l:lﬁov E WWTEName | | Municipali;y § J;ésngn:]; e.»: %&;;Eyr;:g’?x % &é* WBM i
1 4 Nov Dojran Dojran 12,000 No Data 1988
2 Miravtsi,Gevgelija Gevgelija 3,000 Secondary 2000
3 Bogoroditsa,Geveelija Gevgelija 2,500 Secondary 2005
4 Lozovo Lozovo 2,200 Primary 2006
5 Argulitsa,Karbinisi Karbintsi Tertiary 2016
6 | Tarintsi,Karbintsi Karbintsi 600 Tertiary 2005
7 Kukurechani Bitola Primary 2008
8 | Krivogashtani Krivogashtani 3,200 Primary 2007
9 | Berovo Berovo 14,000 Secondary 2010
18 | Kumanovo Kumanovo 91,000 Secondary 2006
11 | Chucher Sandevo Chucher — Sandevo 3,000 Secondary 2007
12 | Hinden linden 1,250 Secondary 2016
13 [ Marino,llinden Hinden 1,250 Secondary 2011
14 [ Kadino.llinden Hinden 1,250 Secondary 2015
15 | Makedonski Brod Makedonski Brod 5,000 Secondary 2000
16 | Volkovo Gjorche Petrov 19,500 Secondary 2016
17 | Ezerani,Resen Resen 12,000 Secondary 2004
18 | Vranishia,Struga Struga 120,000 Secondary 1988
19 | Belchishta,Debartsa Dicharisa 500 Secondary 2000
20 | Geveclija Gevgelija 30.000 Secondary 2018
21 | Kichevo Kicheve 48,000 Tertiary 2018
22 | Prilep Prilep 95,000 Secondary 2018
23 | Radovish Radovish 25,000 Secondary 2018
24 | Stnunica Strumitsa 53,491 Secondary 2018
25 | Kochani Kochani 05,000 Secondary 2019
Total 590,000

The current capacity of the wastewater treatment plants in North Macedonia is approximately 590,000 popu lIJtion
equivalents (p.e.), which represents about 24.5% of the required capacity of 2.1 million p.e. However, it should be
noted that the construction works for building the central wastewater treatment plant (WWTP) for the capital city
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of Skopje, with a capacity of 625,000 p.c., will soon begin. The invesument works have been supported through
an EU grant, EIB (leading lender), and EBRD loan. Upon completion of this project, North Macedonia's
wastewater treatment capacity will increase to around 1.15 million p.e., about 55% of the required treatment
capacity for the entire country.

Moreover, it is worth mentioning that the EU-funded Sector Operational Programme for Environment and Climate
Action (2014-2020) — IPA TI proposes the construction of at least two more WWTPs. These include the WWTP
in Bitola with a capacity of 112,474 p.e. and the WWTP in Tetovo with a capacity of 95,000 p.e. Upon completion
of these projects, wastewalter treatment capacity in the country will be raised by an additional 207,000 p.e., bringing
the total capacity to 1.43 million p.e. This would represent approximately 67% of the required secondary treatment
capacity in North Macedonia,

The DSIP for the UWWT Directive has indicated that 87 WWTPs are needed, of which 17 WWTPs shounld be
with tertiary treatment. The total needed investment to meet the requirements of the UWWT Directive is estimated
at EUR 1.2 billion in 2017, with the current investment rate, full compliance is foreseen in the year 2041.

Currently, coverage of wastewater collection and treatment investments remains a substantial challenge for
national and local authorities. Therefore, the available national, EU and other donors® funds must be planned
strategically. Also, the continuing burden of operating and maintaining the wastewater collection and treatment
systems cannot be subject to external support, meaning that the PCEs will need to be able to generate revenues to
cover these costs. In that direction, the Government, supported by the EU, undertook some actions to set up an
appropriate water pricing system by adopting the new Law on Setiing the Prices for Water Services and pradually
introducing the “polluters pay” principle. The Regulatory Commission for Energy and Water Services (ERC) was
appointed to set water service prices.

In its 2022 Annual Report®!, the FRC lists 87 water service providers in North Macedonia, of which 81 are PCEs
that provide water supply and wastewater collection and treatment services locally. The other six are in charge of
water accurnulation drainage systems. Introducing a water price regulatory body in the country has positively
contributed to gradually improving water usage efficiency. Though there is still significant water loss (non-
revenue) at about 62.42%, it is recorded that water loss decreased by 13,11% and water efficiency in 2022
increased by 9.58% compared to 2021,

To ensure proper improvements in the wastewater sector management, there are several issues related to sewage
collection and wastewater treatment which need to be addressed, which include the following:

* Exiending wastewater treatment capacities.

e Extending and rehabilitating sewerage networks and separating stormwater systems from the sewerage
system.

* Improving the economic setup of the PCEs to ensure cost recovery and sustainability of operations
through better tariff-setting practices and increased revénue collection rates.

e Improving human resource capabilities to incorporate relevant sector knowledge.

e Increasing the efficiency of the PCEs’ operations,

»  Establishing and performing regular monitoring of urban wastewaier quantities and quality and improving
the information system on wastewater colleclion, treatment, and discharge.

« Raising public awareness about wastewater as a source of pollution and environmental degradation.

The OF will address the problems mentioned above for the WWTPs of the Municipalities of Veles (as primary
intervention), Tetovo and Kavadarci (as reserve interventions). It will provide equipment for the PCE in eight
municipalities.

Waste Management

The legal and policy framework governing the waste sub-sector in the country aligns with the European Union.
However, the implementation of this framework has been delayed due to insufficient investments in waste
management.

The waste management system in North Macedonia relies on the Public Communal Enterprises (PCEs) for waste
collection, transportation, and disposal. However, these entities need more funds to invest in waste separation and
treatment infrastructure, resulting in mainly mixed communal waste collected and disposed of in nen-compliant

2! hupsw/www.ere.org.mk/od luki/2023.04.26_RKE%20G196202022-FINAL pdf
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landfills. Municipalities lack the administrative capacity 1o oversee and adequately support the PCEs. The Regional
Waste Management Centres, as per the provisions of the new Law on Waste Management, were established :\" ithin
the Centres for Development of Planning Regions (in total, 8 Centres, one for each planning region). Even though
such an organisation was done to increase their financial sustainability, the centres still have limited personnel and

financial resources that impede them from becoming fully operational and performing their duties.

Mixed communal (municipal) waste is the most significant type, accounting for 522,914 tonnes or 82.7%jof the
total collected. The total generated waste in North Macedonia in 2021 was 896,066 tonnes. The annual amo unt of
generated municipal waste per person in 2021 was 452 kg per person, the same as in 2020. Most of the co Tected
communal waste (99.8%) is disposed of in landfills.

In 2021, 82% of the total population in North Macedonia had access to waste collection services according]io the
State Statistical Office.

In Norilh Macedonia, only the Skopje landfill “Drisla” meets the minimum criteria set by the EU Directive on
landfills. Thus, most municipalities use their own non-compliant landfills for waste disposal, or jointly share one
landfill with other municipalities, resulting in 54 municipal non-comphant landfills, where 14 of the non-compliant
landfills occupy an area of (-3000 m? each. In 2020, 630,086 tonnes of waste were deposited in all landf l]s In
2021, 632,087 tonnes of municipal waste were co]lected representing a 0.3% increase from 2020, accordlllno 1o
the State Statistical Office. The Skopje Region registered the highest amount of collected municipal waste at
176,917 tonnes, accounting for 28% of the total accumulated amount in the country. Of the municipal waste
collecied, 84% or 528,261 tonnes, came from households, while the remaining 16% originated from lega\l and
natural persons, including commercial waste,

Closure of non-compliant landfills remains challenging for North Macedonia as substantial financial resourceq are
needed. There are 54 identified “official” non-compliant landfills, classified based on their risk, as 16 with "‘hsgh
risk” (7 being in East and Northeast regions), 16 with “medium risk”, and 22 with “low risk™.

Extended Producer Responsibility (EPR) schemes have been implemented for packaging, waste from electrical
and electronic equipment (WEEE), and batteries resulting in significantly higher recycling rates. For example out
of the products placed on the market that are part of the EPR packaging scheme, 68% of paper and cardboar(:i”?’9%
of plastics, and 23% of glass have been recycled, which shows the country’s potential for recycling, provided that
appropriate infrastructure is in place.

Efforts 1o introduce regional self-sustainable waste management systems have been intensified, with EU IPAlfunds
financing the preparation of necessary projecis’ teclinical documentation (IS, Regional plans, EIA, SEAF and
Tender Documentation) which shall ensure the financial works of waste infrastructure in six regions. The[Swiss

Government is supporting similar types of activities in the Polog region.

The EU’s infrastructure investment focuses on two regions, namely the East and Northeast. The first two projects
in these repions developed planning and technical documentation to address non-compliant landfills and
dumpsites. They financed their partial closure and supplied essential waste management equipment for] both
regions, including trucks and waste street containers. A significant project under IPA 1l related to establishing self-
sustainable waste management infrastructure is also in the project pipeline for both regions. The project assg Clated
with the supply of trucks and waste street containers was completed. One project for the closure of some of ihe
non-compliant land{ills in the Tast region is under implementation. The project related to the establishment 01 one
central waste management facility - landfill and related MBT plants — and six transfer stations experienced r!efayq
in implementation. This was due to the challenges in preparation of urban planning documentation that led | o the
necessity to change some of the previously agreed locations for the transfer stations. Additionally, the E1A cla sent
for the project expired, leading to a repetition of the EIA procedure. These factors contributed to the postponement
of the procurement procedure, which is now expected to commence at the second half of 2024, Also, several other
technical assistance projects are planned to facilitate the process in both regions.

To enhance the waste management system and achieve its strategic *objectives, the Government of |North
Macedonia has requested financial assistance from the Furopean Bank for Reconstruction and Development
(EBRD) 1o establish and develop waste management systems in five administrative regions in the country (the
Polog region, the Vardar and the Southeast regions (“VSE region™) and the Pelagonia and Southwest rg;ions
{“PSW region™)).. At the beginning of 2023, the loan has been complemented with an investment grant from the
Western Balkan Investment Framework (WBIF) in the amount of EUR 22.5 million.

As part of this initiative, the EBRD has approved the financing of the following components:

e Inthe PSW region, the construction of a sanitary landfill in Novaci and five transfer stations (TS)! and
the procurement of waste collection trucks and bins/containers for mixed waste and recyclables.
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s In the Polog region, the upgrading of the disposal site Rusino, including associated equipment, the
construction of two new composting plants and two TS with the required equipment, and the procurement
of waste collection trucks and bins/containers for mixed waste and recyclables.

s Inthe VSE region, the construction of a sanitary landfill in Dobrosinci and four TS, and the procurement
of waste collection trucks and bins/containers for mixed waste and recyclables.

The borrower for this project is the Ministry of Finance, while the MoEFPP will be responsible for implementing
the project. The loan will be disbursed in two tranches. Tranche 1 will cover investments in the Polog Region and
will also be co-financed (grant) by the Swiss State Secretariat for Economic Affairs (SECO) and will include: i)
all above-listed activities, ii} waste collection and transport equipment for the Vardar and Southeast {VSE} and
Polog and Southwest PSW) regions; and iii) landfill and TS for the PSW region. With the Swiss support, technical
assistance shall be provided to the PCEs and will support the development of the Waste Tariff Methodology for
the set waste management services. Tranche 2 will finance the landfill and TS in the VSE region and the waste
collection and transport equipment for PSW and VSE regions.

In summary, to improve the situation, several measures need to be implemented:

1. Source and secondary separation infrastructure must be extended to comply with the Waste Framework

Directive targets.

Waste collection service coverage has to be extended, and collection efficiency improved.

3.  Waste composting facilities and a system for diverting biodegradable waste from the general waste stream
have to be established.

4. Collection system of waste from electric and electronic equipment, batteries and other unique waste

streams has to be extended.

Landfills compliant with the Landfills Directive requirements have to be constructed.

A system for hazardous waste separation and treatment has 10 be established.

7. The efficiency of PCEs responsible for waste collection has to be improved, and institutional capacities
strengthened.

8. Human resource capability has to be improved with relevant sector knowledge.

9. A newly set tariff system guaranteeing the sustainability of waste management operations has to be
implemented.

10. Information on all streams of waste has to be improved.

11. Public awareness must be raised, particularly for separation at source and recycling,

Lo
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Except for measures 4 and 6, this OP will support all the other measures mentioned above in the East and Northeast
regions.

SWOT analysis

A SWOT analysis is performed for the water and waste management sub-sectors to justify selecting the specific
interventions intended to be financed in this OP. The results of the SWOT analysis were extensively discussed and
consulted to a particular meeting held on May 11, 2023, with representatives from departments within the MoEPP
that are the main beneficiaries of this OP (i.e., the Department for Water, the Department for Waste, and the IPA
Implementation Department that will have the role of a Managing Authority for the OP).

Strengths

The EU support has been essential in enhancing waste and water management in the Western Balkans region. One
of the fundamental strengths is that the key national policy documents for waste and water management (see
Section Error! Reference source not found.2.1-above) have been approved by the relevant national authorities,
considering their importance in providing the strategic framework and guidance for the sub-sectors development.
The key policy documents provide a clear framework and direction for developing waste and wastewaier
management systems, enabling consistent and cohesive actions in both sub-sectors.

In addition, the regulatory framework is already established, and the Law on Setting Prices for Water Services
provides the ground for improving the performance of the PCEs and enhancing their sustainability over the years
by ensuring that water service prices will secure sufficient funds for covering all their operational costs. The legal
setup provides and strengthens the financial sustajnability of the water management systems, allowing them to be
maintained over the long term.

The commitmeni and engagement of both the national authorities and the relevant municipal authorities in the East
and Northeast regions, and the experience and lessons learned that they have gained during the development of
the integrated waste management systems in these regions is a significant strength that will be used during the
implementation of similar projects in other regions financed under the OP. Sharing lessons learned for promaoting
the importance of local engagement among municipalities is crucial for the success of the waste management
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initiatives, especially for ensuring the participation of the communities in the decision-making process, pronioting
a partnership approach and having a stake in the outcomes.

Furthermore, the feasibility studies, detailed designs, and other related project documents for the investment
projects being in the preparation stage indicate that the portfolio of projects is maturing. Also, the commitmént of
the national authorities to developing a solid pipeline of investment projects that will be ready for imp]emerul ation
is another proof of overall progress in both sub-sectors. This shows that there is a focus towards appropriale
prioritisation by the Government and planning of the portfolio of investments in waste and wastewater
management for fulfilling the EU requirements in the pre-accession period. The strategic approach tqlwards
pricritisation and maturing the portfolio of the investments is also evident from the fact that the selected priorities
under the OP are consistent with the priorities in the National Single Project Pipeline. Moreover, such an apﬁx'"oach
provides ground for strengthening the synergy of the use of EU funds and the national and donors’ fundsfin the
two sub-sectors, thereby maximising the results of all interventions aimed at modernising and improvi 1’g the
wastewaler and waste management systems in the country,

Finally, a major strength is the high awareness of the relevant stakeholders and the general public of the importance
of the environment and, thereby, waste and water management issues. The continuous support that the E;I;i has
provided in the two sub-sectors for many years, and the proper level of awareness create a receptive and friendly
environment among the broader public for implementing waste and water management initiatives, ensuriré that
these initiatives are considered regional priorities.

Overall, the identified strengths are a positive factor created by the country and the national anthorities, providing
a solid foundation for successfully implementing the interventions planned under the OP.

Opportunities

The requirements of the EU accession process allow North Macedonia, as a candidate country for EU membership,
to further strengthen its efforts to fully align with the EU’s environmental acquis. The prospective memblership
offers a framework for development and provides concrete targets to be achieved that further encourage the
country’s commitment towards implementing the interventions under the OP. The EU strongly emphasis"e's the
Green Agenda in the Western Balkan Countries, making it a top priority that captures the attention of naﬂtliona]
authorities. Therefore, in the context of better implementation of the OP, the intensification of the EU accession
process that brought the relations between North Macedonia and the EU to another level is seen as an important
opportunity. The contimiously intensifying dialogue creates the necessary environment for boosting the
commitment on both the EU and national levels to supporting the sustainable waste and water management s F.'s‘%tems
in North Macedonia. This provides a plaiform for collaboration and knowledge-sharing between the EU and the
national authorities, but also wider with representatives from the Western Balkans.

Cne of the major opportunities is the great potential of both sub-sectors to improve the quality and efficiency of
wastewater services and in helping to protect natural resources. Water and waste planning documents allow for
the identification of priority areas and the establishment of measures to improve waste and water sewiéqs for
citizens in view of achieving a cleaner environment with reduced pollution. Al planned measures Will be
implemented per the Green Agenda and in a timely fashion.

Furthermore, adequate water and waste management can contribute to economic development by improving the
landscape and supporting sustainable development practices. The positive economic effects caused by acceillr):table
wastewater and waste management policies create an opportunity for promoting the interventions, a better life for
citizens in those municipalities and a basis for better tourism development and other economic activities.

The climate vulnerability and risk assessment are being conducted in the context of the (re)elaboration of the
environmental impact assessment of the Veles major wastewater project. The adaptation measures are planﬁ dto
consider the climate projection of the country in general and particularly the area where the WWTP will be lotated.
The Hydrology Study will be developed to propose flood risks measures for safe WWTP operation in the periods
with high precipitations. The mitigation measures are focus on energy independence of the WWTP and reduttion
of CO2 emissions planning the construction and operation of PV plant and wiilization of the biogas to produc}e heat
and electrical energy.

By taking advantage of these opportunities, the country can make significant progress in promoting sustainable
development and environmental protection while improving citizens® quality of life and ensuring that the region’s
natural resources are protected for future generations.

o

Weakness

One of the main challenges is the limited capacity of the PCEs, which may hinder the success{ul management of
the planned interventions. The lack of adequaie administrative capacities is coupled with poor managementjat the
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level of local authorities and the lack of proper control mechanisms of the municipalities over the PCE’s
performance, which can result in ineffective project implementation, delays and other deficiencies.

In addition, limited human resources and skilled personnel in both sub-sectors, also including the sector of
designing and construction of infrastructure in the two sub-sectors, can further exacerbate these issues. The need
for more funds for investments in water and wasle management is another critical issue that needs to be addressed,
along with the lack of funds for implementing waste and waste management plans.

Another area of concern is the low capacity to enforce environmental legislation due to the limited administrative
capacity and need for more expertise in the relevant institutions in charge of implementing the legislation.

Furthermore, low institutional capacities for establishing and implementing monitoring and reporting processes
pose a significant challenge, as do weak databases and information systems and poor equipment to perform these
tasks. These challenges must be addressed to improve the country’s overall water and waste management
effectiveness. The EU can support the government in addressing these weaknesses through technical assistance
and financial support, working closely with national and local authorities to develop and implement effective
strategies and policies for the sector.

Threats

Several significant threats to wastewater and waste management sub-sectors must be considered to avoid their
potential impact on the OP implementation. The first threat is the expected increasing prices for water and waste
services. This could lead to decreased collection rate due to the unwillingness of the citizens to pay increased tariff
for the wastewater and waste services. Such circumstances may impact the financial resources that the PCEs need
for proper operation and maintenance of the infrastructure. It is crucial to strike a balance between the level of the
tariffs and securing sustainable financing for wastewater and waste infrastructure.

The weather conditions frequently changing due to climate change are seriously threatening and negatively
affecting the wastewater and waste management sector. Changing weather patterns could cause droughts, flooding,
and severe weather events, making it challenging to manage and maintain the wastewater and waste infrastructure
mainly due to increased running costs or the need to implement additional protective measures such as flood
protection. Therefore, when planning and designing infrastructure in the wastewater and waste management sector,
for the relevant authorities it is essential to consider climate change adaptation and mitigation measures to
neutralise those threats and improve the feasibility of the planned interventions. As landscapes have changed,
technologies for water pollution control have become more finessed to treat higher loads of wastewater. This led
to the increase in conventional wastewater treatment plants, which tend to be carried out as an ‘end of the pipe’
solution, using a combination of physical, chemical and biological processes and operations to remove solids,
organic matter and, when needed, nutrients (tertiary treatment) from wastewater to protect against contamination
of downstream water bodies. Natural-based solutions (NbS) can be integrated into the water sector taking into
account local conditions (climate, precipitation patterns, etc.). These benefits from using NbS include
improvement of water quality, as well as benefits beyvond this for people and nature, such as: increasing
biodiversity; providing social co-benefits, such as recreational areas and wellbeing through green spaces;
improving urban microclimates; flood and storm peak mitigation; biomass production; and enabling water reuse.
Nature-based Solutions should be applied to actions designed to work with and enhance natural habitats to take
advantage of the ability of healthy natural and managed ecosvstems to sequester carbon and support biodiversity
recovery. Dumping waste in landfills without considering NbS solutions can create threats, to biodiversity,
environment etc. and for this reason it is necessary to consider introducing actions designed to work with and
enhance natural habitats to take advantage of the ability of healthy natural and managed ecosystems to sequester
carbon and support biodiversity recovery.

Another significant threat is the emigration trends of the population living in the areas where the interventions will
take place. This could lead to a loss of knowledge and expertise in the sector and hamper the sustainability of the
implemented interventions. Conversely, the expected decreasing trends in population may also impact the planned
interventions regarding their over-dimensioning. Those trends could only sometimes be precisely anticipated when
planning the interventions.

Although on the margins, a threat which may further hamper progress in the waste management sector is the
potential resistance that might occur among the staff of the PCEs and the wider public in changing traditional
water and waste management practices, particularly in waste selection and separate waste collection.

One of the threats is related 1o delays in finalisation/preparation of the technical documents for infrastructure
projects thus affecting the maturity of the envisaged projects within this OP on Environment. This may impact the
duration of projects’ implementation and the disbursements of the planned budget allocations. Cominitment both
from the MoEPP and the respective municipalities is needed for completion of the needed technical documents.
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The MoEPP will be supported with implementation of the OP on Environment under output 3 that will contribute

positively in avoiding substantial delay and foster the communication with municipalities.

Addressing these threats and mitigating their impacts is critical to ensure sustainable and resilient water and|waste
management systems. The EU and its Member States can provide support and expertise to the partner couniries to

develop and implement strategies and actions to address these challenges.
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* National policy documents for waste and water
management are approved and provide
guidance for the sectors’ development.

¢ Law on Setting the Prices of Water Services
supports improvements in the PCE performance
and their financial sustainability over the years
to secure sufficient funds that will cover all
operational costs.

s The experience gained by the municipalities in
the East and Northeast regions and their long
engagement records in developing integrated
waste management systems could be used as
lessons learned by other municipalities.

s Adequate matureness of project documents i.e.,
feasibility studies and designs for the planned
investment projects are in the final stage of
preparation.

= Sufficient level of awareness among relevant
stakeholders and the wider public for
sustainable development and waste and

Limited capacity of the PCEs to manage
infrastructure projects, including construction
works project design.

Poor management and control mechanisms that the
municipalities have over the PCEs® performance
Lack of skilled and knowledgeable personnel. ek
of funds for investments in water and waste
management.

Qutdated infrastructure for water and waste in the
PCEs.
Lack of funds for the implementation of water and
waste management plans

Low capabilities to enforce the environmental
legislation.

Resistance among the staff of the PCEs and the
wider public to change traditional practices,
especially in waste management.

Low capacities for the establishment and
implementation of monitoring and reporting
processes.

Weak database and information system.

Threats ! J£ *‘@‘é

s EU Accession process and commitm
EU Green Agenda at the national level create an
environment for implementing interventions in
waslewater and waste sub-sectors,

» Greal potential that the two sub-sectors create
for improving the quality and efficiency of
waste and wastewater services,

= Assessment of climate vulnerability and risk
carried out for wastewater projects,

» The positive economic developments provoked
by adequate wastewater and waste management
policies increase the attractiveness of those
policies in the context of the overall economic
development at the national level.

¢ Provided assistance to the MoEPP for
implementation of this OP creates supportive
conditions for timely preparation of projects’
documents.

Decreased collection rates resulting in lower
financial sources for operation and maintenance|for
the PCEs due to increasing the prices for
wastewater and waste services.

Adverse weather conditions, such as floeding oy
droughts, resulting from climate change which are
affecting the planned infrastructure interventions.
The decrease of population living in the areas
where the interventions will take place due to
migration trends, which might result in over-
dimensioning of the planned infrastructure
interventions.

Delays in finalisation/preparation of the technical
documents for the infrastructure projects might
affect the maturity and timeline for projects’
implementation.

Benefits of NbS not used as part of waste and

wasiewaler systems

3. Overall Objective and Specific Objectives of the Operational Programme

The Overall Objective (Impact) is to enhance the implementation of the Green Agenda in North Macedonia.

The Specific Objective 1 (Outcome 1) is to reduce the amount of unireated wastewater discharged into recipients
and improve wastewater management in compliance with EU requirements, including the reduction of{GHG
emissions.




The Specific Objective 2 (OQutcome 2) is to reduce environmental deterioration and increase recycling by
improving the regional waste management system and ensuring compliance with EU requirements, including the
reduction of GHG emissions,

The Specific Objective 3 (Outcome 3) is to increase readiness of North Macedonia for EU accession negotiations
under Chapter 22.

3.1 Coherence with the IPA TII Programming Framework and with the specific policy instruments of the

enlargement process

The Operational Programme (OP) for Environment in North Macedonia is highly relevant to the European Union
(EU) accession process. The OP aligns with the EU's strategic priorities and policy instruments for the Western
Balkans and North Macedonia's national environmental protection and sustainable development priorities, The OP
ains to support the country in meeting the environmental acquis.

The OP addresses specific elements of policy instruments of the enlargement process, as it:

Aligns with the Economic and Investment Plan (EIP) for the Western Balkans and the Green
Agenda, focusing on sustainable economic development and environmental protection through waste and
water management investments based on circular economy principles and climate resilience. The OP
supports the EIP’s aim to address waste and wastewater management challenges by developing modem
waste management systems, improving wastewater treatment infrastructure, implementing EU standards,
climate resilient action, promoting circular economy principles, and providing financial support. This
represents a significant commitment of the EU to support environmentally friendly development in the
region.

Considers the recommendations of the Commission Reports, which assesses candidate countries’
progress in meeting the requirements for EU accession. The Programme addresses the identified gaps and
challenges in the environmental sector, as highlighted in the Commission Report. It supports the
necessary reforms and investments to align with the EU’s environmental standards.

Addresses two out of the three recommendations made in the EU Progress Report for North Macedonia
2022, being “implement measures for setting up a regional waste management system, focusing on the
East and Northeast regions” and seeking to “accelerate efforts for the reduction of air pollution at the
local and national level and the reduction of point and diffuse pollution of freshwater resources”. 22
Aligns with the 2022 European Commission’s Country Report or Chapter 22 of the EU's negotiating
framework. The operational programme aims to improve the institutional, administrative, and technical
capacity for the management of EU funds by adopting a staff retention policy, strengthening the capacity-
building mechanism, and enhancing the implementation of EU funds. The programme also focuses on
environmental governance, waste, and water management measures. It aims to reduce point and diffusing
pollution of freshwater resources and establish a regional waste management system. The programme
will contribute to implementing the Urban Wastewater Treatment Directive and the Waste Framework
Directive. The OP will address the challenges and recommendations mentioned in the aforementioned
report, such as improving administrative capacity and implementing waste and water management
projects.

Is consistent with the Economic Referm Programme 2023-2025, proposing measures to achieve
competitiveness, inclusive growth, and green transition. Measures 7 and 8 of the ERP propose
establishing wastewater and waste management systems in line with EU requirements to protect human
health and the environment, increase circular economy implementation, and enable financial self-
sustainability. The OP aligns with these measures to support establishing wastewater and waste
management infrastructure in North Macedonia.

Considers the conclusions of the meetings organised in the context of the Stahilisation and Association
Agreement (SAA) between the EU and North Macedonia. The programme aligns with the environmental
priorities and commitments under the SAA, including implementing the Economic and Investment Plan
and the Green and Digital Agenda for the Western Balkans through improving environmental
infrastructure and supporting the region’s green transition.

Is consistent with the National Plan for the Adoption of the 4cguis, a strategic document outlining the
steps and timeline for aligning national legislation with the EU acquis. The Programme supporis the

*2 hitps://neighbourhood-enlargement.ec.europa.eu/system/files/2022-
10/North%20Macedonia%20Report%202022.pdf
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implementation of environmental measures and investments identified in the NPAA, intending to achieve
compliance with EU environmental standards.
¢  Aligns with the EU’s Western Balkans Strategy, which sets out the EU’s long-term vision for the|region
and its integration process. The OP supports the priorities and objectives of the Western Balkans Strategy.

This OP will contribute to the goals set by the Sofia Declaration on the Green Agenda for the Western
Balkans, specifically to Pillar II Circular Economy initiative: i} continue supporiing the construction and
maintenance of waste management infrastructure and Pillar Il Depollution initiatives: i) implemeﬁ,,ation
of Water Framework, Urban Waste Water and Extractive Waste Directives, ii) investment inf{urban
wastewater collection and treatment including advanced treatment of nutrients and to some extent iii)
investment in waste and manure management and wastewater treatment plants for reuse of water in
agriculture,

4, Operational features of the programme

4.1 Interaction of the programme with IPA III annual action plans or measures and interventions from
other donors/International Financial Institutions

The OP is aligned with the objectives defined in the country’s IPA Il Strategic Response, IPA III 2021-2027
under Window 3, Thematic priority 1, specifically with Objective 1.1; To optimise the water cycle and rediice the
impact of solid waste on the environment and following planned areas of intervention under this objective:

* Investments in wastewater collection and treatments using the best available technologies not entailing
high costs to reduce GHG emissions.

* Investments in integrated waste management systems at local and regional levels align with the imost
modern technologies to avoid increasing emissions of GHG.

e Bnilding the capacity of the national authorities to design investinent projects addressing climate risk
assessment and climate proofing.

e  Building the capabilities of the public utility companies in the water and waste sectors.

The OP is coherent with the ongoing/planned IPA 111 annual action plans, as follows:
IPA IT Annual Action Programme for 2021

The 2021 Annual Action Programme envisages two actions in the environment sector that are coherent and
complement the operations planned under the OP:

¢+ Action Document {(AD) for “EU for Environmental Standards and Clean Air” and AD on “]5 U for
Prespa”® - the actions in the area of the environment will provide the necessary support to the naltxonal
authorities to align the national environment and climate change legislation with the EU acguis, |and to
ensure its implementation and enforcement in line with the national strategies and the mtemzliitllonal
commitments of the country. The legal harmonisation will be accompanied by measures to strengthen the
institutional framework and administrative capacities. All activities foreseen in the O related to cal Iacity
building will be harmonised and shali provide follow-up support to those planned under the Action
Documents in this area.
o  The activities planned through the OP aim to increase the collection and treatment of wastew; ter to
improve the status of ground and surface water. Implementauon of the planned investments through the
OP should moreover contribute to maximising the results in the area of wastewater treatmént by
improving the system of collection and treatment of wastewater in several municipalities in North
Macedonia, i.e. Veles (as priority), Tetovo and Kavadarci, thereby fully complementing the interventions
to the Prespa Lake planned to be financed under AP 2021, These activities wil significantly impalc}t and
increase the percentage of treated water at the national level and fulfilling the requirements from the EU
Water Directive in the pre-accession period of North Macedonia.

IPA I Annual Action Plan for 2022

The 2022 Annual Action Plan includes two actions in the area of environment that are coherent and complement
the operations planned under the OP:

 hutps://www.sep.gov.mk/page/?id=11204.ZGeh-6 VByM$
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Action Document “EU for Modern Wastewater Systems” (AD) will invest in measures for collecting and
treating urban wastlewater in Shtip, Vinica and Veles (initially). The Action will support investment at the energy
demand and supply level by using techniques that do not entail high costs to obtain a near-zero carbon footprint
of the WWTPs. The Action is expected to also encourage stewardship of reclamation and reuse of the remaining
solid waste stream, as opposed to the current policy (practice) of disposing it into sanitary landfills (dumpsites).
Complementarity between the actions within this AD and the intervention foreseen in the OP will be ensured,
particularly given that the Veles WWTP was initially planned under the mentioned AD but was later instead
included under this OP due to the increase of market prices and their impact on the overall investment budget of
the AD. Hence, investments under this AD and under this OP will have synergies and improve the country's
wastewater collection and treatment. Moreover, the OP is coherent and fully compliant with the completed
operations implemented under the IPA 1 Regional Development Component and several ongoing and planned
actions under the IPA II multiannual programme in Environment, the multi-country programmes and the WBIF,
as well as with projects financed and implemented by other IFIs, EUJ Member States or donors. It will build on
their results and the achievements of the entire portfolio of projects in the sector.

In that respect, in addition to the financial support provided through the IPA, the environment sector is supported
by other donors that also contribute to fulfilling EU requirements in the areas of water and waste management:

»  “Construction of WTP for the Municipality of Delcevo extension and rehabilitation of water supply
system (2018-2023)” funded by the State Secretariat for Economic Affairs, Swiss Government Agency
(SECO); - The overall objective of the project is to improve the water quality of the river Bregalnica and
to contribute to the economic development of the region, namely its industry, agriculture and tourism.
The proposed project aims at i) building a drinking water treatment plant in the city of Delcevo, i)
connecting two large villages to the main supply system, iii} installing two renewable energy production
facilities, and iv providing corporate development support to the Delcevo PUC. The project wiil
contribute to the fulfilment of the obligations of North Macedonia under the EU directives on drinking
water.

* “Wastewater Treatment Plant in the City of Skopje” - This investment project concerns the
construction of a 650,000 p.e. wastewater treatment plant in Skopje, the capital of and the largest city in
North Macedonia. The future WWTP will serve a population of 518,000 and cover nine of the ten
municipalities of the City of Skopje. The total project cost is estimated at €126 million. It will be financed
by loans from the European Investment Bank (EIB) (leading lender) and the European Bank for
Reconstruction and Development (EBRD), and grants from the Economic Resilience Initiative (ERI)
implemented by EIB, the Western Balkans Investment Framework (WBIF), and: the EBRD. In more
detail, the mobilised funding includes:

- “Technical Assistance to the Skopje Wastewater Treatment Plant Project Implementation
Unit (PIU)” (2021-2023) of EUR 500,000 funded through the ERI initiative. The EIB provided
technical assistance to the PIU established in the Public Utility “ViK” Skopje that will be
responsible for effectively implementing the Skopje Wastewater Treatment Plant Project.

- “Construction of a wastewater treatment plant (WWTP) in the City of Skopje”, an EBRD
loan of arcund EUR 30 million planned for 2023-2028 to co-finance investment works.

- “Construction of a wastewater treatment plant (WWTP) in the City of Skopje” an EIB loan
of around EUR 30 million planned for 2023-2028 to co-finance investment works.

- “Construction of a wastewater treatinent plant (WWTP) in the City of Skopje”, a WBIF
Investment Grant of around EUR 72 million planned to co-finance investment works.

s “Municipal infrastructure in the water sector” is a framework EIB loan of EUR 30 million for 2022-
2026, which will finance the construction and rehabilitation of water supply, wastewater collection and
treatment infrastructure, and emergency flood protection measures for the 80 municipalities of North
Macedonia. EIB's contribution is substantial, representing 40% of the planned investments and
rehabilitation of municipal water infrastructure. The programme will also improve local capacity in
planning and implementing water investment projects, improving quality standards, procurement
processes and environmenial sustainability.

* “Establishing a regional waste management system in five regions” - The Project is a nationwide
underiaking in the Solid Waste Management sector in the country and an important step towards a
sustainable solution for solid waste management services compliant with the respective EU standards in
the secter, covering a population of more than one million residents across five administrative regions in
the country. This large and innovative investment project will support establishing three regional
integrated waste-management systems per European Union (EU) standards across five regions (Polog,
Southwest, Pelagonija, Vardar and Southeast). The project will close local dumpsites and non-compliant
landfills and introduce environmentally safe disposal practices in line with EU standards. The project
implementation will benefit from blended financing from the EBRD, the Swiss State Secretariat for
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Economic Affairs (SECO), the Swedish International Development Cooperation Agency (SIDA) and the

WBIF. In more detail, the mobilised funding includes:

- “Construction of a regional waste management system in five regions” an EBRD loan of

around EUR 55 million to co-finance the consuruction of new and rehabilitate existing sanitary

landfills, build new transfer stations, waste infrastructure for collection and transport,fand a

recycling centre, and to close two non-engineered dumpsites.

= SECO?’s financial support of approximately EUR 9 million grant will be distributed between an

investment component amounting to around EUR 6 million for finalising the rehabilitation|of the

Polog landfill and around EUR 3 million for further development of institutional frameworksl, zat the

regional and local level in the solid waste sector. In parallel, the SECO-funded assistance will also

be extended to the Energy and Water Services Regulatory Commission to expand its compe;'e‘ncies

in the sector, including preparing a new tariff methodology.

- “Construction of a regional waste management system in five regions” a WBIF technical
assistance Grant of around EUR 2 million planned to develop associated studies in two regi'ons.

- “Construction of a regional waste management system in five regions” a WBIF Investment

Grant of around EUR 22.3 million planned to co-finance investment works.

- SIDA’s financial support of approximately EUR 1 million grant for project preparation and

implementation.

Consequently, the OP will complement the activities supported not only by the EU (through its different fac:lllities)
but also by other donors and IFIs in further strengthening the water and waste management in the country: The
programme will build on their results and achievements.

Coherence with the IPA III Programming Framework — Windows I, 2 and 3

The OP is designed to contribute to achieving the specific objective of the IPA I Programming Framework,
thematic priority 1: Environment and climate change, within Window 3: Green Agenda and Susta lnable
Connectivity. More specifically, under thematic priority 1, the Action addresses the specific objective “to support
the protection of the environment, improve its quality and contribute to actions and policies against climate change
to accelerate the shift towards a low carbon economy” and the effort to bring water, wastewater and solid ‘waste
management infrastructure in line with EU standards and to ensure the application of cost-recovery and potluter-
pays principles.

In addition, the OP on Environment will contribute to meeting the priorities of the IPA III Prograr : ning
Framework by supporting fundamental reforms in the country based on EU values and standards. It is in line with
Window 1: Rule of Law and Window 2: Good governance priorities related to anticorruption and governance
on the sub-national level by supporting the Public Communal Enterprises (PCEs) of the respective municipalities,
optimising their operations, improving their capacities and bringing them to be independent institutions for ILllndue
political influence, The investments in infrastructure and related equipment, combined with interventions that
should provide capacity-building support to the PCEs, should improve the overall operation of the i;')lublic
enterprises to deliver water and waste services with enhanced quality financed through a sound and sustaﬁ}!}able
system of revenues. In such a manner, the PCE will be less dependent on the municipalities” administration and
the local policy structure. The sustainability on the financing side shall be secured by the Regulatory Comniission
for Energy and Water Service (ERC), which will be responsible for approving only evidence-based price setting
reflecting only the costs for service delivery and service improvement, requesting at the same time transpz':'x”cncy
and accountability of the PCES" administration and sound financial management. In addition, the MoEPP, "inder
the Law on Waste Management, has envisaged the ERC to be the regulatory body also for waste Sel’Vi?If':S by
developing the waste tariff methodology. Consequently, by implementing interventions supporting the PCEs’
performance and improving their capacity and structure, the OPF will improve the anti-corruption efforts.

The OP is also closely linked with the priorities under Window 2 {Good Governance) related to Economic
governance by providing direct investment in water and waste nianagement, thus supporting the improvement of
employment in the targeted municipalities. Also, the support provided to the IPA structure in the MoEPP tl thich
undertakes the role of the Managing Authority, is expected to enhance the national institutional capacxty for
economic planning and improve the ownership of the IPA Il implementation. The planned interventions sHould
also contribute to increasing the administrative capacity at the national and local level and the EU acqms ahgn}nent
in the fields of waste and water, all aimed at enhancing and promoting good governance practices in the country.

u (2021) 8914 final of 10,12.2021 on the Instrument for Pre-Accession Assistance (IPA 111} Propramming Framework for the period 202] -
2027.
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Coordination mechanisms for implementation of the OP on Environment

Chapter 27, during the accession process, is one of the most complex chapters to complete and hence requires
strong efforts for coordination, investments and great capacities and responsibilities of administrations at central
and local levels to implement and enforce reforms, The MoEPP managed two sector operational programmes
under IPA 1 and IPA II in the last years and cooperated extensively with relevant municipalities that were targeted
within the programmes. The MoEPP established project implementation units (PIU) with each municipality,
comprising representatives from the local PCE, the municipal administration and one representative from the
MoEP?P - IPA operational structure. Consequently, all coordination was conducted through the PIU, which ensured
good communication and information sharing at the local level. To ensure sustainability and ownership, at the
beginning of each infrastructure project, an agreement was concluded with the PCE and the respective
municipality, stipulating all obligations during and after the project’s construction phase. Also, through regular
IPA monitoring commitiee meetings, regular information was shared about project implementation. In addition,
the Government was regularly informed of the progress of the OP. The MoEFP will build on this experience and
the lessons learned to ensure similar efficient coordination mechanisms.

4.2 Description of the programme
4.2.1  Intervention Logic

This OP will enhance the implementation of the Green Agenda by contributing to water protection, increasing the
efficiency of waste management and accelerating investment in the environment. Results will be achieved through
improving wastewater infrastructure, upgrading the waste management system, supporting water tariff
implementation and enhancing the capacity in the environmental sector which will enable North Macedonia to
gradually meet EU requirements.

The Overall Objective (Impact) is to enhance the implementation of the Green Agenda in North Macedonia.

Overall Objective (Impact)
To enhance the implementation of the Green Agenda in North Macedonia.
4 Area of support I: Water N ( Area of support 2: Waste 4 )
Specifi jectiv : i jecti : .
pectfic Objective (Out'come) 1 Specific Objective (Qutcome) 2 Area of support 3: Other support
To reduce the amonnt of umreated To reduce environmental Specific Objective (Outcome) 3:
wastesater discharged into deterioration and increase P I o
recipients and improve wastewater recycling by improving the regional To increase readiness of Norith
management in compliance with EU waste management system and Macedonia for EU accession
requirements including reduction of ensuring compliance with EU negotiations tnder Chaprer 22.
GHG emissions. requirements, incliuding the
reduction of GHG emissions. \ y.
\_ ) \, v,
7 ~ 4 Outputs N\ Outputs N
Outputs 2.1 Improved Integrated Waste 3.1 Improved management,
- =) M &) aty o * >
1.1 Constructed wastewater Management System in East and 1lr:1bplt51ne11‘l_a.tllon,..a.nd L‘om.m‘l] 0:1.{]“
collection and treatment Northeast regions — ]I phase hr mgiu,;a, ,‘liq“"’m':"“" 'f}‘ uding
infrastructure meeting the including reduction of GHG f‘HO.UDR deve ‘Op_';m“ of .llu 121{133
requirements ot the UWWT emission. capital, in accordance with,
Dircetive. and GHG emission requirements and best practices.
: 58
reduced.
1.2 Public Communal Enterprises \. / \_ J
for management of new constructed
WWTP equipped.

J

Area of support 1 — Water

The Specific Objective (Outecome) 1 is to reduce ihe amount of untreated wastewater discharged into recipients
and improve wastewater managenient in compliance with EU requirements including reduction of GHG emissions.

The Qutputs to be delivered in the Area of support 1 contributing to the corresponding Specific Objective
{Outcome) are:

1.1. Constructed wastewater collection and treatment infrastructure meeting the requirements of the UWWT
Directive, and GHG emission reduced.
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1.2, Public Communal Enterprises for management of new constructed WWTP equipped.

Area of support 2 — Waste

The Specific Objective (Outcome) 2 is to reduce environmental deterioration and increase recycling by improving
the regional waste management system and ensuring compliance with EU requirements, including the reduction
of GHG emissions.

The Output 2.1 to be delivered in the Area of support 2 contributing to the corresponding Specific Objective
{Outcome) is:

1. Improved Integrated Waste Management System in East and Northeast regions — II phase including
reduction of GHG emission.
Area of support 3 — Other support

The Specific Objective (Qutcome) 3 in the Area of support 3 is to increase readiness of North Macedonia for EU
accession negotiations under Chapter 22.

The Outputs to be delivered in the Area of support 3 contributing to the corresponding Specific Objective
(Outcome) is:

3.1. Improved management, implementation, and conirol of the EU financial assistance, including tl"!jir.ough
development of human capital, in accordance with EU acguis and requirements and Member States} best
practices.

4.2.2  Detailed description of each area of support

Area of support 1-Water
Rationale

Despite the country’s efforts, the existing developed wastewater collection coverage and treatment capag ty is
insufficient to meet EU requirements. Due to insufficient funding from national resources for investments in
wastewater infrastructure, the sector has benefited largely from the support of the EU and other donors.

During the implementation of the Operational Programme for Regional Development 2007-2013 (OPRD),
projects’ documentation for the construction of WWTPs and rehabilitation and upgrading of the sewerage network
was prepared for agglomerations above 10,000 inhabitants, This included Prilep, Tetovo, Strumica, %Iltola,
Radovish, Kichevo, Veles and Shtip municipalities. Also, 4 WWTPs were constructed for Prilep, Strumica,
Radovish and Kichevo. Under the Sector Operational Programme for Environment and Climate Action 20141~2020
{OPECA), a procurement procedure is underway to implement construction works for the technically mfz]a'tured
projects of the municipalities of Bitola and Tetovo. Also, with Swiss Government support, a WWTP{ was
constructed for Kochanj in 2019,

The interventions included in this OP will build on the results of the IPA 1 and 1I operational programmes.

Namely, the construction of the WWTPs and the extension and rehabilitation of the sewerage network shall be
implemented for the municipality of Veles. The technical documentation related to wastewater interventions; iln the
municipality of Veles was first prepared under OPRD 2007-2013. Still, due to price increases and in order f({r the
WWTP to be energy efficient and reach carbon neutrality, there was a need to revise the technical documents.
These documenis require further revision. The municipality of Veles (48,463 inhabitants) is in the VardarjRiver
Basin that shared with the Republic of Greece. The existing sewerage networks cover over 80% of the population
in Veles. However, more than 50% of it is older than 30 years, and periodic and routine maintenance and repairs
have been neglecied for years, resulting in sewerage networks with numercus breakdowns, infiltration and
leakages. The intervention envisages the extension of the sewerage coverage by constructing approximately|54.2
km and consiructing the WWTP Veles with a capacity for about 53,100 p.e. To counteract the negative &ffects
related to the increase of GHG emissions, the WWTP in Veles will be built considering the best available
techniques not entailing high costs to obtain a near-zero carbon footprint of the WWTP operation.

Also, the newly developed wastewater infrastructures built under IPA T and IPA 11 and with support of other donors
in the preceding multiannual fmancial frameworks are in immediate need of a significant increase in the capacity
of the PCEs and the municipal administrations to operate and maintain them. Purchasing of WWTPs’ and sew érage
maintenance equipment is crucial to ensure the improvement of wastewater service quality, optimising the|costs,
and revenue collection and improving the efficiency and management of the respective PCEs. Accordingly,
equipment shall be provided to these PCEs to ensure proper implementation of the new water tariff methodd ogy,
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appropriate management of the new infrastructure, and to increase the quality of water services provided to the
citizens, The WWTPs in the PCEs of the municipalities of Radovish, Kichevo, Strumica, Prilep, Berovo, and
Kumanovao, built under EU and other donors’ (Swiss government for Kumanovo) support, as well as the new ones
expected to be built in the municipalities of Bitola and Tetovo. Needs assessment and technical specifications for
the equipment shall be developed within the project “Technical audit of existing wastewater collection and
treatment systems in North Macedonia and preparation of necessary documentation for Supply of Water
Equipment for the Municipalities of Radovish, Kichevo, Strumica, Prilep, Berovo, Kumanovo, Bitola and Tetovo”,
funded under the IPA 11 SOPECA 2014 — 2020. Complementary activities shall be implemented to support the
Regulatory Commission for Energy and Water, MoEPP, local authorities and the PCEs regarding improvement of
the water tariff system implementation. MoEPP and other relevant authorities additionally shall be supported in
the EU approximation process of the water sector.

The Govermment of North Macedenia included establishing wastewater collection and treatment infrastrzcture as
one of the structural reform measures in the Economic Reform Programime 2022-2024, Consequently, for securing
further investments in wastewater infrastructure in this Operational Programme, two additional interventions as
reserve projects have been included: rehabilitation and extension of the sewerage network and construction of the
WWTP in Kavadarci and extension of the sewerage network and upgrading of the WWTP in Tetovo. The
Government is committed to increasing its national contribution to these two projects, searching for additional
donors, or committing to loan agreements with IFIs to enable their financing.

The municipality of Kavadarci is on the NSPP for the Environment as a city in the most important vinery region
of North Macedonia. Apart from Bitola and Prilep (the Prilep WWTP is constructed under IPA I), the municipality
is the largest polluter of the Crna Reka river, the biggest tributary of the Vardar River. According to the DSIP for
the UWWTD the planned capacity of the Kavadarci WWTP is app. 42,342 p.e., and the need for sewerage
extension is about 15.5 km for sewer, 6.0 km for the transit network and about 42.5 km for the reconstruction of
the wastewater network. Under this OP, it is planned to first prepare the technical documentation for the design of
the rehabilitation of the sewerage system and for the WWTP construction in Kavadarci, followed by the execution
of the construction works. However, to speed up the preparation and implementation of this intervention, the
MoEPP will explore the possibility of the technical documentation to be prepared from other funding resources or
donors,

Extension of the sewerage network and the construction of a secondary wastewater treatment plant for around
95,000 p.e. for the Municipality of Tetovo is envisaged under IPA II, and the procurement process is about to start.
However, due to the price increase and the need to improve energy efficiency and sludge management, this OP is
envisaged as an intervention for extending the sewerage network and upgrading the WWTP. This intervention will
improve the WWTP operation in order to achieve a net-zero carbon footprint, improve excess sewage sludge
treatment and, depending on availability of funds, reusing reciaimed wastewater in agriculture.
Applicable EU legislation
The OP in the Area of Support #1 contributes to the implementation of the following EU water acquis:

e  Urban Wasiewater Treatment Directive (UWWTD) (91/271/EEC)

s Sewage Sludge Directive (86/278/EEC)

»  Framework Water Directive (FWD)} (2000/60/EC}
»  Bathing Water Directive (76/160/EEC)

Specific objective (Outcome) 1

Reduced amount of untreated wastewater discharged into recipients and improved water management in
compliance with EU requirements,

Typoelogies of ontputs

Output 1.1: Constructed wastewater collection and treatment infrastructure meeting the requirements of the
UWWT Directive, and GHG emission reduced.

This output will be achieved by investments in agglomerations with over 10,000 inhabitants, where the effects on
the population and environment are the greatest and improve their performance to achieve a zero-net carbon
footprint gradually.

Output 1.2: Public Comnmnal Enterprises for management of newly constructed WWTP equipped.

This output will include PCEs with newly constructed WWTP to increase their performance, operation and
maintenance, and energy efficiency.

Impact. outcome and output indicators (incl. baselines and targets)
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ﬁ% ’??’ﬁﬁ*@%%i lcatﬁﬁmﬁ : iTargetiz L [:Source ofverifi cgat:?%?
Impact Progress in EU Progress Rep ort Progress in Commission Re["urlmszs
. . 2022 - the country : .
implementation of Green implementatio
needs to accelerate
Apgenda . . n of Green
the implementation Apenda acti
of the Green lgen aaction
Agenda for the plan
Western Balkans
over the upcoming
period.
f
Outcome 1 Population equivalent 590,000 p.e. 1,400,800 p.e. | State Statistical @'fﬁce
{p.e.) with wastewater
secondary treatment (2022) (2032)
(24.5 %) (67%)
¥
Quiput 1.1 Number of new WWTP | 25 WWTP 27 WWTP MoEPP and PCEs
cons.tructed meeting EU (2022)
requirements
. ]
Length of new or 0 km (2022) 54,2 km MoEPP and PCFSI
upgraded sewerage pipes
for the public network
for collection of
wastewaters
|
Outpnut 1.2 Number of PCEs with 0 Minimum 6 MoEPP and PCE
new equipment for (2022) PCEs reports
sewerage and WWTP
. (2032)
maitenance
Improved performance 62.42 % average Minimum 10 % | Regulatory
of the PCEs — decrease nonrevenue water decrease in Commission for
the nonrevenue water (2022) nonrevenue Energy and Watfﬁr
quantity water (2032) Services (ERC) and
PCE reports

Type of activities

The activities will support project implementation, purchase of equipment and physical works within the selected
municipalities at the most advanced level of preparation, following the water sector priorities and fulfilli 1}; the
selection criteria. The proposed projects for construction, upgrading or extension of the sewerage network {must
demonstrate that the environment is protected at the highest possible extent from adverse effects of the disgliarge
of untreated wastewater. Support in the EUJ approximation process of the water sector and further improverrlént of
the implementation of water tariffs will be implemented considering the development of the EU negotiation
process and performance needs of the PCEs,

Eligible activities, including major project:

» Upgrading and establishing wastewater collection and treatment infrastructure, meeting EU requiren
of selected projects at the most advanced level of preparation above 10,000 population equivalentsi(p.e.).
« Improving water management and cost efficiency aiming to achieve carbon neutrality.

nents

e  Rehabilitation and extension of sewerage network; construction/upgrading of WWTP; water reclamation

and reuse,

e Planning/developing/revising technical and tender documentation for improving sustainable jwater

management and creating conditions for new investments in water management,

¢  Supervision of works contracts.
e  Equipment for sustainable management of urban wastewater systems.

¥ hutps://meighbourhood-enlargement.ec.europa.cu/enlargement-policy/strategy-and-reports_en
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e  Support EU approximation in the water sector.
e  Support implementation of the water tariffs

Delivery method:
e Services, supply, works and grant (e.g., twinning) contracts,
Selection Criteria;

e Projects included in the National Single Project Pipeline,

¢ Consistency with the EU, national and regional policies.

Project maturity for implementation.

e Impact on population and the environment.

Environmental benefits are expressed in the amount of pollution reduction.
Coverage of sewerage system expressed in % of the population covered.
Adequate management capacity of the final beneficiary.

Sufficient financial ability of the beneficiary and available co-financing.
Relevance to the objectives of the Directive Specific Implementation Plan for the EU UWWTD.
* Relevance to the National Water Strategy.

s Relevance to the EU integration process for Chapter 27.

End recipients and target groups:
End recipients

o MOoEPP

s  Municipalities

e Public Communal Enterprises in the targeted municipalities
* Regulatory Commission for Energy and Water Services

Target groups

»  Local community: The projects will benefit the local communities living in the targeted municipalities
and downstream municipalities by improving their surface water quality.

Conditions:

e The MoEPP shail ensure that project documents, such as the Feasibility Study, Cost-Benefit Analysis,
Environmental Impact Assessment, and Detail Design, are prepared per EU requirements.

» The project documents must also respect the special requirements deriving from national legislation and
relevant standards requested by the legislation, including by-laws.

* For a project with an estimated budget of over EUR 15 million, the MoEPP needs to ensure that Major
Project Applications are prepared in the template prescribed by the respective IPA Financing Agreement,
as required by the EU.

»  Using the “Green procurement” approach should be considered to promote the EU’s Green Agenda.

Area of support 2 — Waste
Rationale

The Waste Framework Directive implies implementing waste prevention and reduction policies and increasing
separation at source and recycling. This requires improvements in waste collection practices by establishing
separation at source schemes and by developing secondary separation and waste recycling capacities that
contribute to achieving the targets foreseen in the Directive. The only waste that cannot be recovered or recycled
will be disposed of in regional landfills that need to comply with the Landfill Directive. Current waste disposal
practices in the country do not comply with technical and/or environmental standards. Most municipal non-
compliant landfills must be closed since site conditions do not allow upgrading to EU requirements at reasonable
costs,

The East and Northeast waste regions face significant challenges related to waste management, including
inadequate infrastructure, many non-compliant landfills that are used by municipalities, numerous dumpsiies,
limited technical equipment for waste separation and collection, almost no facilities for waste recycling or
composting, limited capacity of the PCEs, limited funding, and insufficient public awareness of the importance of
proper waste disposal. To address these challenges, investment in integrated waste management is essential.
Consequently, under the IPA T OPRD 2007-2013, technical documentation, including FS. EIA, CBA, design, and
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tender documentation for establishing an integrated and financially self-sustainable waste management system in
the East and Northeast regions phase I, were completed in 2017, The project covers the Northeastern part ofi North
Macedonia, comprising two administrative regions (East and Northeast) and the Municipality of Sveti Niko a. The
East region includes 11 municipalities®® and covers an area of 3.537 km? (14% of the country's territory), While
the Northeast region includes six cities?” and covers an area of 2.306 km? (9% of the country’s territory)i Also,
located within the territory of these regions is the Municipality of Sveti Nikole, which covers an area of 480 km2
{1,8% of the country’s territory). The total population of the project area is about 260,000 citizens. The systelln was
designed to be implemented in two phases: the first phase under IPA II and the second phase under the! next
perspective, IPA III.

The first phase under the IPA II operational program for 2014-2021, includes the establishment of a central{waste
facility in Sveti Nikole, construction of 6 waste transfer stations (Berovo Makedonska Kamenica, Vmica| Stip,
Rankovce and Kumanovo), provision of waste coliection equ1pment and the closure in full or partly of 1¥|non-
compliant landfills and dumpsites in the East and Northeast regions. Equipment for the waste collection for all
PCEs of both regions has been delivered, and the project for closure of non-compliant landfills/dumpsites i the
East region is currently under implementation. The works contract for constructing one central waste management
facility, the closure of non-compliant landfills/dumpsites in the Northeast region, and six waste transfer stations
with facilities is expected to start with the implementation at the beginning of 2025.

In order to establish a fully operational and self-sustainable waste management system it is necessary to further
improve the regional waste management system by completing the second phase projected under JPA 1) The
second phase, leaning on the results of the first phase, includes measures such as expanding waste co]IlEE:uon
services to more communities, closure of the remaining non-compliant landfills/dumpsites (currently used by
municipalities until a new central waste facility is constructed), supplymg waste separation and colleg:uon
equipment for the municipalities/PCEs and supply of equipment for the main waste facility and transfer s ation.
The finalisation of the second phase will enable the municipal waste separation systen: to be established, which
will increase waste recycling in both regions.

Approximation with the EU acquis in the waste sector needs actions in alignment of the EU acquis and in
implementation of the acquis’ requirements that involves several authorities on national and local level.jAlso,
implementing the waste tariff system will enhance the PCEs operations. Therefore, support is envisaged o the
MOoEPP in the approximation process of the EU waste acquis and support to the relevant authorities in fuﬂher
improvement of implementation of the waste tariffs and the legislation relevant for implementation of the Green
Agenda.

Applicabrle EU legislation
The OP in the Area of Support #2 contributes to the implementation of the following EU waste acquis:

»  Waste Framework Directive 2018/851/EU

» Landfill Directive 1999/31/EC

s  Packaging and Packaging Waste Directive 94/62/EC

*  Waste Electrical and Electronic Equipment (WEEE) Directive 2012/19/EU
= Waste Batteries and Accumulator Directive 2006/66/EC

s Single Use Plastic Directive 2019/904/EU

Specific objective (Outecome) 2

Reduced environmental deterioration and increased recycling by improving the regional waste management
system and ensuring compliance with EU requirements, including the reduction of GHG emissions.

Typologics of output: To achieve the stated outcome within this area of support, one output will be accomplished:

Output 2.1: Improved Integrated Waste Management System in the East and Northeast Regions — phase 11
including reduction of GHG emissions.

Impact, outcome, and output indicators {incl. baselines and targets)

7 . - . .. . . - )
'(’chvu, Pehtevo, Deltevo, M. Kamenica, Vinica, Kotani, Zmovei, Cedinove - Oblelevo, Probistip, Karbinci, Stip

e ' ay .
T riva Palanks, Rankovee, Krtovo, Stare Nagoriéane, Kumanovo, Lipkovo
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Impact Progress in EU Progress Report Progress in European
. . 2022 - the country \ . ..
implementation of implementation Commission Report
needs to accelerate the
Green Agenda . ; of Green Agenda
implementation of the G 1
Green Agenda for the action pian
Western Balkans over
the upcoming period.
QOutcome 2 | Number of people 0 (2022) 260,000 State Statistical
'E)eneﬁttmg from an (2032) Office
improved urban waste
collection and disposal
service supported by
the investment,
disaggregated by sex
and age where relevant
Qutput 2.1 Amount of 280,000t (2022) 70,000 t State Statistical
biodegradable waste Office, MoEPP
diverted from (2032)
landfilling (<25 %)
Amount of GHG 0 Gg CO2 (2022) -3.5Gg CO2 State Statistical
emission reduction (2030) Office, MoEPP
% of communal waste | 0.2 % (2022) 27 % (2032) State Statistical
recycled Office

Type of activities

This activity will be implemented in the Northeast and East Planning Regions, which are at the most advanced
level in the establishment of one regional waste management system and are expected to be the first regions in
North Macedonia with waste management infrastructure (source and secondary separation infrastructure,
composting sites, landfill, etc.) in compliance with EU requirements. The activity will support projects’
implementation, purchase of equipment and physical works in the two regions related to the closure of non-
compliant landfills, supply of equipment for separate waste collection from households, supply of equipment for
waste transportation and supply of equipment for operation of the central waste management facility and transfer

stations.

Eligible activities, including major proeject:

s Construction/upgrading of the integrated regional waste management system and avoid further
deterioration of the environment by uncontrolled waste management,

s  Supporting inter-municipal cooperation in waste management,

» Improving waste tariff setting and implementation.

s Planning and developing technical documentation for improving waste management and creating

conditions for new investments.
s  Closure of non-compliant landfills.

*  Supervision of works contracts.

s  Procurement of needed equipment/vehicles for integraied waste management. Equipment for separate
waste collection and transportation and the operation of the central waste facility and transfer stations.

»  Support EU approximation in the waste sector.

s  Support implementation of waste tariff system.

Delivery method:

s Services, supply, works and grant (e.g., twinning) contracts.

Selection Criteria:

» Project included in the National Single Project Pipeline.
» Consistency with the National Waste Management Plan.
s Compliance with Regional Waste Management Plans for East and Northeast regions.
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s  Consistency with EU policies.

s  Maturity and relevance of the project.

s Impact of the project on population and nature.

* Environmental benefits are expressed in the amount of waste recycled.
*  Adequate management capacity of the final beneficiary.

End recipients and target groups:
End recipients

« MoEPP.

»  Municipalities of the East and Northeast regions: Berovo, Pehéevo, Deléevo, M. Kamenica, Vinica,
Kotani, Zmoveci, Cedinovo - Obleevo, Probistip, Karbinci, Stip, Sveti Nikole.

¢ Public Communal Enterprises in the targeted municipalities,

* Regional Waste Management Company.

s Regional Waste Management Boards of East and Northeast regions.

* Centres for Development of Planning Regions — Organizational Units for Regional Waste Management.

s Repulatory Commission for Energy and Water Services

Targeted groups

s  Local community: The projects will benefit the communities in the targeted municipalities by imptoving
their waste management services and environment.
s  Private companies that work in the field of waste recycling,

Conditions:

s The MoEPP must ensure that Phase I of the project is completed or close to completion before starting
Phase I1.
» The MoEPP shall ensure that all project documents are prepared on time and in line with EU
requirements.
e The project documerits must also respect the special requirements deriving from national legislation and
relevant standards requested by the legislation.
»  The MoEPP, respective PCEs, and Regional Companies should ensure that the project’s results will
remain sustainable over the long term, both financially and environmentally.
«  Using the “Green procurement” approach should be considered to promote the EU's Green Agenda.

Area of support 3 — Other support

Rattonale

The administrative capacity at the national and local levels remains weak, with insufficient human and fmlanc;al
resources to implement and enforce the legislation. To support the implementation of environmental po]ic1=s the
capacity of the relevant institutions at the national and local levels should be in place. Within the MoEPP, tHa IPA
structure for the environmental sector is crucial in planning and managing water and waste management
infrastructure projects. Consequently, sirengthening their capacity will positively impact the country’s efforts to
meet EU requirements in these two areas, including on issues such as planning, technical decumentation
preparation, and investment work implementation. Knowledgeable and capable public administration will ensure
that the projects’ implementation phases are prepared and completed within the agreed timelines. Thereforlf:, this
area of support includes providing training and support for the IPA stracture staff and end beneﬁciaries{] staff
during the projects® preparation and implementation, establishing clear roles and responsibilities, and developing
robust monitoring and evaluation systems to ensure that the OP, environmental policies and projects arefbeing
implemented effectively. It will also support developing projects’ technical documentation, as needed during the
projects’ implementation, thus, preventing delays in the implementation of the OP.

The support shall be built on the resuits achieved under the technical assistance within SOPECA 2014:2020
{expected to start in Q4 2023). Capacity building to the IPA operational structure and other end-beneficiagtes of
the support envisaged under the OP shall be provided to ensure the sustainability of the support areas and injorder
to improve the infrastructure management. Implementing infrastructure projects requires skills not often fobhd in
public administration; thus, part of the support shall be dedicated to implementing relevant retention [IJplicy
measures to ensure that knowledgeable and skilled employees continue to be part of the administration. The 2022
Commission report for Chapter 22 noted that North Macedonia is moderarely prepared in regional po]iol,)} and
coordination of structural instruments. Consequently, the intervention aligns with one of the recemmendations: to

“upgrade the institutional, administrative and technical capacity for the management of the EU funds by ad ping
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an overall staff retention policy, strengthening the capacit}"-building mechanism”. By building a strong and capable
operational structure, North Macedonia can ensure that environmental policies are implemented effectively and
efficiently. Therefore, this area of support shall provide technical support to the IPA structure and end beneficiaries
in the implementation of the OP on Environment, thus increasing their capacity and capabilities for planning and
managing of EU and other donors’ funds in the environment and climate sector and establishing the ground for
management of the European Structural and Investments Funds,

Applicable EU legislation

¢ The recommendations of the Commission Report Chapter 22: Regional Policy and Coordination of
Structural Instruments focus on strengthening preparations for participation in the European Social Fund
(ESF). This includes enhancing capacities within state bodies to ensure that they are ready to manage the
Fund effectively, which are planned to be addressed by the type of activities foreseen under this area of
support.

e  Supporting Public Administrations in EU Member States to Deliver Reforms and Prepare for the Future
(Commission Staff Working Document SWD (2021/101).

= EU Public Administration toolbox.

Specific objective (Qutcome) 3

Increased readiness of North Macedonia for EU accession negotiations under Chapter 22.
Typologies of outputs

To achieve the stated outcome within this area of support, one key output will be accomplished:

Output 3.1: Improved management, implementation, and control of the EU financial assistance, including through
development of human capital, in accordance with EU requirements and best practices.

Impact, outcome, and output indicators (incl. baselines and targets)

: 5’@%@%’?@@ T EN T e e
= Tndicato | by, Baseligera) iy TihallISenrceofverification’

Progress in EU’s Progress Report | Progress in EW’'s Country
implementation of 2022: the country implementation progress report
Green Agenda needs to accelerate of the Green

the implementation of | Agenda action
the Green Agenda for | plan

the Western Balkans
over the upcoming

period.
Outcome 3 | % of EU funds 0 (2023) > 90% (2033) Annual reports on
absorbed under OP programme
implementation
Output 3.1 Number of completed 0 (2023) > 7 (2033) Annual reports on
OP projects programine
implementation
Staff wmover rate™ 0(2023) < 10% (2028) Annnal reports on
programme
implementation

Type of activities

8 Staff Turnover Rate (%) = (Number of staff who left the organisation during the period (year)! Average number
of staff during the period(year)) x 100. "Number of staff who left the organisation during the period" can be
calculated by looking at the number of departures (whether volantary or involuntary) over a specific period,
such as a financial year. The "average number of staff during the period" is typically calculated by adding the
number of staff at the start of the period to the number of staff at the end of the period, and then dividing by
wo.
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The activities will include technical support targeting all staff of the IPA operational structure, staff of the end-
beneficiaries, such as PCEs and municipalities, staff from the MoEPP as well as staff from other niifional
authorities that are relevant for the implementation of the Operational Programme for the Environment, stich as
the Ministry of Transport and Communication, the Ministry of Finance - CFCD, the Ministry of Econonﬂly, the
Secretariat of European Affairs, etc. Retention policy measures shall be 1mplemented mainly for the IPA stilicture
in the MoEPP, the Department for Implementing the Instrument of Pre-accession Assistance, the NIPAC a"nd the

CFCD. Complementary technical support shall be provided for Chapter 27 approximation considering t
negotiation process and requirements. Also, the technical audit shall be performed within this activity.

Eligible activities:

Delivery method:

Selection Criteria:

End recipients and target groups:

A Major Project comprises a series of works, activities or services and is intended, in ftself, to accomplishad

Planning and developing technical documentation supporting investment project implementation.
Technical assistance for the implementation of infrastructure projects.

Improving project planning and management capacity and capabilities.

Conducting monitoring, evaluations, audits and verifications.

e EU

Delivery of training and the on-the-job support to the IPA structure within the MoEPP, the PCEs and the

mumc:palmes targeted by the OP, other ministries, and the IPA structure (MoEPP, SEP, CFCD) re]
for programming, planning and implementation of infrastructure projects in environment.
Supporting retention policy for the IPA structure.

Communication and visibility.

1T and other equipment that is needed for implementation of the OP on Environment.

Service, twinning, supply contracts, grant {e.g. twinning) contracts.
Relevance of the operations and their added value for the smooth implementation of the OP,

Ministry of Environment and Physical Planning and relevant administration within for managem
OP.

Secretariat of European Affairs/NIPAC office.

Ministry of Finance —Management structure and Central Financing and Contracting Departiment (C
Audit Authority

Regulatory Commission for Energy and Water Services.

PCEs of the targeted municipalities.

Targeted municipalities’ administration.

Regional Waste Management company for East and Northeast.

Centre for Development of Planning Regions — Organizational Units for Regional Waste Manager
Ministry of Economy,

Ministry of Transport and Communication,

Ministry of Health.

Ministry of Agriculture, Forestry and Water Economy.
CSO0s active in the environment sector.

4,23  Indicative List of major projects per each area of support

ltvant

ent of

Tl

CD).

ent.

finite

and indivisible task of a precise economic or technical nature, which has identified goals, and which has :{:l total
cost exceeding EUR 15 million as spet:lﬁed in Article 16(6) of the Financial Framework Partnership Agregment

(FFPA) and the respective financing agreement between the Commission and the Govemment of
Macedonia.

The indicative list of major projects is as follows:

North

1. Rehabilitation and extension of sewerage network and construction of WWTP in the Municipality; of

Veles

Project title:”

e .- | WWTP in the Municipality of Veles

. il
¢ | Rehabilitation and extension of sewerage network and construction of|

Area of support #1 Water

VS



2Leadipr,

1 Ministry of Environment and Physical Planning (MoEPP)

<t Extension of the sewerage coverage by construction of about 54.2 km length
%| in total: construction of i) main trunk sewers @300 — @1000 in 9.3 km length;
i) extension of the network @200 — @400 in 35.1 km length and iii)
reconstruction @300 — @1000 in 9.8 km, as well as construction of a WWTP
for 53,100 p.e., supervision of the works contract and technical audit for the
works contract. The project aims to prevent pollution of surface and
underground waters, reduce the risk of illness due to untreated urban
4] wastewater and improve the service and quality of life of the population int the
“A Municipality of Veles.

e . 204 Total Project Value: EUR 36 500 000
e e = EUR 34 000 000 — Construction works
= EUR 2 000 000 - Design review and Supervision
s EUR 500 000 — Technical audit for the works contract

: éﬁ Funding sources:
] e EUR 25925000 — EU IPAIII contribution
» EUR 10575 000 — national co-financing

.

o

[
i ]

meperiod” | 20262030

+] Technical documentation, FS and CBA were prepared in 2017. However, to
reflect the new developments and the situation with increased market prices,
revision of the technical documentation started in 2021 within the service
contract funded by the EU (EU for modern wastewater system - SIEA 2018)
but was suspended in 2022 due to the unavailability of the selected location
site and of the hydrological study. The revision was used to improve the design
and operational performance of the WWTP by introducing measures for
energy efficiency and reach net-zero carbon footprint. Based on the FS and the
design for the WWTP Veles in revision, during the first 15 years of operation,
wastewater treatment will be with carbon (C) and phosphorus removal (P).
After that period, the WWTP will be upgraded for tertiary trealment providing
full nutrient removal (both nitrogen and P). Reduction of GHG emissions at
| the WWTP Veles will be achieved by on site electricity generation through
the foliowing means: 1. Biogas produced during anaerobic digestion of
primary and excess sludge will be utilised for electricity generation at the gas
motor of the Combined Heat and Power (CHP) unit; 2. Photovoliaic
installation will generate electricity. As a result, the WWTP in Veles will be
carbon neutral m terms of electricity consumption, with carben free electricity
supply on an annual basis, The EIA procedure has been completed and the
environment declaration for project implementation was issued in 2018.

As a result of the changed location site of the WWTP, in March 2023, the
MoEPP in close cooperation with the Municipality of Veles selected another
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plot close to the previous site and resolved issues related to land acquisxt;ion
and the right to build for the WWTP site. Due to lack of a reliable hydrolof';ical
study and the changed location, development of a new hydrological studyjwas
required. The land acquisition procedure caused delay of the documentation
revision thus the completion might not be accommodated within the s:;cllme
service contract. Consequently, the MoEPP in cooperation with the EUD are
exploring the possibility for the current service contract extension or a new
service contract will need to be procured.

All the technical documentation is expected to be finalized by the end of 2024
and should be ready for procurement in the second quarter of 2025.

However, in order to proceed smoothly with the implementation of the en ire
| project, it is pecessary to start with the expropriation of the land as a
| prerequisite for the construction of the sewerage system. In order to reacli :the
required maturity of this project it is of utmost importance for the MoEPE to
coordinate this task with representatives of Veles and the relevant PUC.

. . . . H
Tender dossiers and technical documentation 1s expected to be finalised ak the
latest by the end of 2024. It shall be ready for procurement in the second
quarter of 2025 and start with implementation mid-2026.

f

2.  Completion of the Integrated Waste Management System in the East and Northeast regions — Phase
X

Completion of the Integrated Waste Management system in the Eastjand
Northeast regions - Phase I1 |

#2 Waste H

Ministry of Environment and Physical Planning (MoEPP) l |

| MoEPP

Expanding waste collection services 1o more communities, closure of r"n!.m—
compliant landfills, supply of waste collecion equipment for the
municipalities, supply of equipment for the central waste facility and in| the
new waste transfer stations. The project’s aim is to reduce the volumgjof
municipal solid waste disposed in non-compliance landfills and increase; the
share of waste separated, composted and recycled in the East and Northeast
regions.

i * g :| Total Project Value: EUR 33 200 000

;I:roject Value .and Tunding » EUR 31 500 000 — Closure of non-comphant landfills and supply] of
sources .- o waste collection equipment for the municipalities and eguipmenty for

= . the central waste facility and the waste transfer stations.
= FEUR 1 200 000 — Supervision of the works on the closure of non-

compliant landfills project.

S
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+ 500000 EUR — Technical audit for the works contract.
&% Funding sources:

e EUR 27 716 000 — EU IPAIII contribution
e FEUR 5484 000 — national co-financing

| 2026- 2032

24 This project is a continuation of the first phase and its implementation depends
i on the progress of this phase. Namely, under the already prepared document
2] for establishment of a Regional Integrated waste management system for the
=% East and Northeast regions, indicative assessment was made of the activities

il and total costs that are needed for the second phase. Thus, within this OP the
technical documentation will be prepared considering the level of
% development and implementation completed under the first phase,

% For this major project there is no need of an EIA since all environmental
aspects were included in the prepared technical documents in the first phase.
={| Only the Elaborate for protection of the environment, required under the Law
| on Environment, is needed for the closure of the remaining non-compliant
landfills.

L2 Preparation of the technical documentation (Detailed Design) for the closure
74 of non-compliant landfills and the technical specification for waste equipment
tit for the Inteprated Waste Management system in the Fast and Northeast
| regions — Phase I, will be completed under this separate project and it is
¥ expected that the procurement procedure for this will start in Q1 of 2025
| provided that the implementation of the first phase would be in-an advanced
stage of implementation by then. Afterward, with the major project, the
purchase of equipment and works for closure of the non-compliant landfill
| projects can start with procurement in Q1 of 2027. Part of this major project
4| will also be a technical audit and supervision of the works contract.

{ The tender dossier should include green procurement elements. All EU-
;| required standards should be properly addressed in the technical
documeniation and in the tender dossiers.

™ The technical documentation {Detailed Design) for closure of non-compliant
{ landfills and the technical specification for waste equipment for the Integrated
4 Waste Management system in the East and Northeast regions — Phase 1 and
the Major project application, shall be finalised by the end of 2026, The
procurement of the project for purchasing of equipment will start in Q1 2027
while the procurement of the works contract for closure of non-compliant
landfills will start in Q3 of 2027, Consequently, the implementation of the
major project will start first with purchasing of the waste equipment in Q1
2028 followed by the start with implementation of the works project for
closure of non-compliant landfills in Q3 2028.

4.3 Mainstreaming

Investing in wastewater infrastructure ensures that everyone, without discrimination, has access to safe, hygienic,
and secure wastewater facilities. This includes socially and culturally acceptable infrastructure, upholding the
principles of dignity. Throughout the entire process, from design to implementation and operational phases, all
activities reiated 1o integrated waste management will prioritise social justice and environmental justice. Stringent
controls will be implemented to prevent discrimination and protect the most vulnerable communities from harm
during the project implememation.

4.3.1  Esavironmental Protection, Climate Change and Biodiversity

This OP aims to support the implementation of the Green Deal and the European Green Agenda for the Western
Balkans, with all planned interventions coniributing to achieving the country's climate change objectives and
saving natural resources. Environmental impact assessment procedures have been completed for the WWTP Veles,
the WWTP Tetovo, and the East and North-East waste management regions. The EIA for the Wastewater
Treatment Plant in Kavadarci will be prepared as part of the OP implementation. The EIA for the East and North-
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East waste management region was prepared five years ago, and its validity period has expired. Hence, a revision
is currently underway.

The results of the already prepared EIAs and the upcoming EIA for the WWTP Kavadarci will be considered
during the project design and implementation to reduce, avoid, or offset any potentially adverse environtiental
impacts of the investment activities. ‘The EIAs' findings will be utilised to maximise the project's benefits and
minimise undesirable effects.

The primary benefit of upgrading waste management infrastructure is reducing greenhouse gases emitted ifrom
waste management facilities. During the technical documentation preparation, focus will be placed on designing
effective waste management systems that reduce emissions while promoting sustainability.

4.3.2  Gender equality and empowerment of women and girls

As per the OECD Gender DAC codes identified in section 1.1, this programme is labelled as G0. This implies that
gender will be mainstreamed, but there will be no specific component related to gender.

The Government is committed to taking up the principles and approach stipulated in the EU Gender Strategy 2020
— 2025 and applying those in all sector reforms and support measures. Gender Equality, meaning] equal
participation of men and women in the OP implementation — will be considered in each intervention, Gender
mainstreaming into the project should be considered as a means of support for the fulfilment of the OP objeclwes.
Each activity, when implemented, shall be gender mainstreamed, thus indicating measures to enhance glender
balance and neutrality. Stakeholder decisions related to programme activities will only be made with a baldnced
representation of genders. The gender perspective should be included to facilitate equal access to resourcr':ls and
opportunities; promote the participation of women in planning processes and awareness activitics by mtroducmg
gender-sensitive tools; foster equal opportunities through economic activities, including farming, tourism, fo;"estry,
and infrastructure projects.

4.3.3. Human Rights

The OP implementation will analyse and integrate the rights perspective into the planned interventions, based upon
existing EU and legislation of North Macedonia but considering more progressive standards. Extenswe non-
discriminatory consultation and participation are foreseen in the projects’ activities with allocated time and hudget
within the planning process. Specific emphasis is placed on identifying and involving vulnerable groups ;.:uthm
the stakeholder analysis and consultation schedule concerning the human rights-based approach (HRBA}.[Some
interventions will support an inclusive partnership with local organisations to ensure empowerment and inclusive
participation of people, including the most vulnerable and marginalised groups, to expand their demdératic
ownership over policies and the development of initiatives that affect their lives,

4.3.4. Disability

As per OECD Disability DAC codes identified in section 1.1, this programme is labelled as D0. This implies that
the OP is not considered relevant for including persons with disabilities.

4.3.5. Disaster Risk Reduction

Wastewater and Waste management infrastructure can be vulnerable to flooding due to climate changes and more
extreme weather events. For this reason, exposure of water and waste infrastructure to and the probabi 1ty of
extreme situations will be considered, with relevant adaptation measures to be developed. Such measures will
contribute to making this infrasiructure resilient. Wastewater management infrastructure provides a critical service
to society and is classified as vulnerable 1o climate change 1mpacts mainly flooding, which can cause sefvice
disruption; damage to infrastructure, requiring maintenance and repair; adverse impact on lwman health; ne:g'atwe
impact on the environment and with large financial losses suffered by many residents, property ownersi All
relevant risks will be considered during the preparation phase, and mitigation measures will be introduced d\'mng
the operational phase of the WWTPs.

4.4 Risks and Assumptions

Category Risks Likelihood | Impact Mitigating measuresu
(Bigh/ (High/
Medium/ | Medium/
Low) Low)
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People and Weak sector M H Strengthening of the sector working groups
the coordination may channelling the coordination and policy
organisation | hinder progress, dialogue, and inclusion in the Steering
since Committee of the projects of all the relevant
implementation of stakeholders playing a role at national and at
several activities local level,
Iﬁiﬁ:ﬂ?&;ﬁf inter- Support to the IPA structure by high officials
C from the MoEPP, in particular at the
coordination .. : .
between the MoEPP beginning of the OP 1mpl'em?ntat10n.. _
Implement regular coordination meetings with
and targeied
Lo relevant stakeholders and targeted
municipalities. s e
municipalities.
People and Lack of willingness M H To engage in continuous policy dialogue with
the of the main institutions and authorities of North
organisation | stakeholders (e.g. Macedonia mainly through the SWGs, with a
municipalities) to strong ownership and leadership by the
implement the relevant Ministry.
national water
sector reform, sector
policies in waste
management and
regulatory
obligations
People and Weak M H Establishment of project implementation units
the administrative (PIUs) for infrastructure projects’
organisation | capacity, limited implementation composed by relevant
commitment/buy-in representatives from municipalities and the
from municipalities PCEs will ensure policy dialogue, decision
and the PCEs. making and knowledge transfer.
Planning Limited absorption H H Strengthening of the policy dialogue on
process and capacity, lack of Chapter 22; mainstreaming the capacity
system human resources to building for the management of the EU funds
carry out technical through the Public Administration Reform and
and organisational funding of additional capacity building
processes, and measures through the EU Integration Facility.
frequent staff Introducing and implementing retention policy
turnover may hinder measures for staff within the IPA OS,
the impact O.ft!le Technical guidelines, on-the-job support and
capacity-building . : .
measures for the training will be pr'epared for project ‘
IPA OS management and implementation that will
guide new staff that become involved in the
IPA OS.
Planning Poor cost recovery H M The use of energy efficiency measures, such
process and for environmental as solar PV will reduce the incidence of the
system services by the running costs in tariff setting for
PCEs environmental services,

To involve the targeted municipalities and the
PCEs in capacity development to further
support the reform in the water sector and new
methodology for waste tariff and with supply
of eguipment 10 improve performance,

External Assumptions

The OP on Environment is based on the following external assumptions:




*  Onamore significant political term, the Government is committed to advancing the approximationjof the
EU acquis in the Environment and Climate Change sector and the implementation of the European|Green
Agenda for the Western Balkans and the related national strategic and planning documents so that it will
be able to meet EU requirements and global and regional commitments.

* Municipalities are committed to creating a better environment and healthy conditions for their citizens,
thus will ensure adequate maintenance and management of water and waste infrastructure by the BCEs.

e As per the involved institutions, it is assumed that the MoEPP, its subordinate bodies ane the
municipalities that are beneficiaries of related water and waste management interventions under thi 1'~; OP,
will have consolidated human and financial capacities to implement the projects, complete oper. tional
management and reporting obligations and enforce the legislation,

5. Overview of the consultation process for the preparation of the Operational
Programme

The MoEPP has ensured a consultative approach to improve and safeguard partnerships and transparent deus:on—
making processes. This process guarantees that stakeholders relevant to the sector, beneficiaries, national and local
institations, NGOs, and other economic and social partners are consulted at different stages of programmmg

In March 2023, the MoEPP initiated the preparation of the OP on Environment by holding discussion's‘ly with
relevant departments within the Ministry, the Administration for Environment, the respective mumcxpalméis, and
with NIPAC, the EU Delegation, and other donors. Several meetings were conducted to discuss different i)iolicy
options, projects, and activities for implementation.

Consultative process during sector analysis

The critical document consulted when initiating the OP on Environment preparation is the National Single Project
Pipeline (NSPP), revised in 2022. All primary and reserved projects supported with the OP on Environment are
included in the NSPP of North Macedonia. They are all recognised as priority projects that contribute to m‘{aeting
EU water and waste management requirements.

Preparation of the documentation for rehabilitation and extension of the sewerage network and construction of the
WWTP in Veles started in 2016 with the municipality’s and the respective PCE’s active participation. Thtﬁ same
1s valid for Tetovo, a project that started with documentation development under the IPA I and will contmuf with
construction under the IPA II. For the waste management project, municipalities from the East and Northeast
regions have been actively supported by the EU since 2013 with the development of the regional jwaste
management plans until the final stage of beneficiaries of waste collection and closure of non-compliant lan'dﬁlls.
Municipalities from different political backgrounds were involved and supported all activities that led jto the
completion of the establishment of an integrated waste management system for both regions.

After the first draft of the OP was prepared on May 10, 2023, the MoEPP, in close coordination with the N]PAC
organised a meeting of the Sector Working Group of Envxronment and Climate Change (SWGECC) to strengthen
inter-institutional cooperation and ensure efficient coordination of activities related to programmm‘g and
monitoring of EU funds, as well as other bilateral and multilateral donors. The SWGECC meeting was openied by
the Minister of Environment and Physical Planning, demonstrating the commitment of the MoEPP and the
Government to implement the OP. Representatives from the Secretariat of European Affairs and lead doﬁlérs in
the country, such as the EU Delegation and other bilateral donors, municipalities, NGOs, and represematlves from
other relevant ministries and associations, were also present. The drafi OP with intervention and possible pII’IO_]E:ClS
were presented and discussed. The SWGECC will be essential in coordinating with different donors wherejneeds
for assistance and available resources shall be discussed and agreed upon in the future.

On May 11, 2023, a separate meeting regarding the socio-economic and SWOT analysis was held with th ; main
beneficiary departments from the MoEPP. mainly the Department for Water, the Department for Waste abll the
Departnient for IPA implementation; in this meeting, the current status of the areas of support was discussed.

On May 29, 2023, a consultative meeting with the CFCD abowt the procurement strategy was held.

In June 2023, the MoEPP sent the draft OP for official consultation to the relevant municipalities, the Ministry of
Economy, the Ministry of Health, the Ministry of Transport and Communication and the Ministry of Agric:'u Iture
and Water Economy to receive their opinions and proposals for programme improvement. The MoEPFE| also
organised consultation meetings with the administration of the respective municipalities and the PCEs inclutled in
the OP intervention.

The MoEPP is commiited to ensuring that the OP on Environment reaches out to all relevani stakeholders during
its implementation. Future meetings of the SWGECC and separate meetings with essential stakeholders will be
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organised for this purpose. NGOs, public institutions, municipalities, and other stakeholders that can centribute to
formulating the projects envisaged in the programme are considered important stakeholders for the programme's
successful implementation.

6. Implementation arrangements
6.1 Financing Agreement

In order to implement this programme, it is envisaged to conclude a financing agreement between the Furopean
Commission and North Macedonia.

6.2 Methods of implementation

The Commission will ensure that the appropriate rules and procedures of the EU for providing financing 1o third
parties are respected, including review procedures, where appropriate, and compliance of the programme with the
EU’s restrictive measures®,

Indirect Management with an IPA 1T beneficiary
This programme will be implemented under indirect management by Nerth Macedonia.

The managing authority responsible for the execution of the programme is the Ministry of Environment and
Physical Planning. The managing anthority shall be responsible for legality and regularity of expenditure, sound
financial management, programming, implementation, monitoring, evaluation, information, visibility, and
reporting of the IPA III activities,

Budget implementation tasks such as calls for tenders, calls for proposals, contracting, contract management,
payments, and revenue operations, shall be entrusted to the following intermediate body for financial
management: Central Financing and Contracting Department within the Ministry of Finance. It shall ensure the
legality and regularity of expenditure.

The NIPAC and the NIPAC office, as well as the Management structure from the Minisiry of Finance, are part
of the IPA structure, having their responsibilities as deriving from the Framework Financial Partnership
Agreement.

6.3 Scope of geographical eligibility for procurement and grants

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

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

B wwwanctionsmap.eu
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8. Performance Measurement

8.1 Monitoring and reporting

Monitoring of the implementation of the OP will aim at collecting and analysing data to inform on the progress
towards achievement of planned results, to feed decision-making processes and to report on the use of resohrces.

The day-to-day technical and financial monitoring of the implementation of this Operational Programme will be a
continuous process and part of the implementing pariner’s responsibilities, To this end, the implementing partner
shall establish a permanent internal, technical and financial monitoring system for the programme and elaborate

regular progress reports (not less than annual) and final reports.

Every report shall provide an accurate account of the implementation of the Operational Programme, difﬁizhies
encountered, changes introduced, as well as the degree of achievement of its Qutputs and contribution jto the
achievement of its Outcomes, and if possible, at the time of reporting, contribution to the achievement||of its
Impacts, as measured by corresponding indicators.

The Commission may underiake additional monitoring visits through its own staff and independent consti tants
recruited directly by the Commission for independent monitoring reviews (or recruited by the responsiblejagent
contracted by the Commission for implementing such reviews).

Roles and responsibilities for data collection, analysis and monitoring

The Managing Authority for the OP shall in particular: design adequate monitoring and reporting procedures,
considering the internal reporting division of roles and responsibilities.

The overall progress will be monitored through participation of various stakeholders, such as the European
Commission/ EU Delegation, the NIPAC, the NAO, Management structure, MA, 1B, Final Beneficiaries, AN, and
other institutions and civil society organisations.

The OP Environment identifies measurable indicators at the level of general and specific objectives and outputs
indicators at the measures level for the three support areas for 2023— 2027. The progress in implementing the OP
will be monitored at the sector level through the established 2021 Performance Assessment Framework (BAF),
which includes outcome and impact indicators, targets, and baseline data. The PAF is established as a weblbased
application backed up bj;r the Government’s decision on responsibilities and deadlines, allowing regular electronic
data input, processing, and analytics. The PAF data will be used and discussed in the Sector Working Group on
Environment and Climate Change, which is also the inclusive platform for all stakeholders, national autharities,
donors, civil society organisations, etc., to monitor the implementation of the sector priorities. This setup irlnplies
that the Ministry of Environment and Physical Planning, with the support of the NIPAC, is the key institution
assuming the role of supervising the implementation of the OP and organising policy dialogue to discuss challenges
and results.

At the output level, data about each project and contract implementation will be collected in OPSYS. They will
be based on the data from offictal documents such as reports, acceptance certificates or equivalent documents.

The Sectoral Monitoring Committee, as foreseen in Article 53 of the Financial Framework Partnership Agrem[nem,
plays a key role in the monitoring and reporting on the implementation of the Operational Programime. Based on
the reports provided by the Managing Authority before the meetings, it shall in particular:

+ Review the effectiveness, efficiency, quality, coordination, and compliance of the implementationjof the
programmes,

» Review the progress towards meeting the objectives, achieving the planned outputs and results! and
assessing the impact and sustainability of the TPA I assistance, while ensuring coherence with the i‘mlicy
dialogue, the related central and regional sector strategies and multi-country or regional activities in|North
Macedonia.

» Review annual implementation reports, including financial execution of the programmes.

= Examine relevant findings and conclusions as well as proposals for remedial follow-up actions stemming
from the on-the-spot checks, monitoring, evaluations, and audits if available.

»  Discuss any relevant aspects of the functioning of the management and control systens.

»  Discuss any problematic issues and actions.

* If necessary, consider or make proposals to amend programmes and take any other corrective action to
ensure the achievement of the objectives and enhance the efficiency, effectiveness, impac %. and
sustainability of the IPA II1 assistance.

+ Review information, publicity, transparency, communication, and visibility measures taken.
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8.2 Evaluation

Having regard to the importance of the programme, a mid-term and a final evaluation will be carried out for the
areas of support falling under this Operational Programme contracted by North Macedonia and should be included
in the Area of Support #3 —Other support, as indicated in Section 4.2.2.

The evaluations will be carried out by experts or bodies, internal or external, functionally independent from the
management and control system,

The mid-term evaluation will be carried out for problem-solving, in particular with respect to the progress towards
achieving the programme's objectives, including assessing whether the programme is meeting its targets and
whether adjustiments need to be made to the programme design; the use of resources, project management, and
coordination between stakeholders; the quality and reliability of data collection and analysis, and the usefulness
of the information for decision-making; the effectiveness of the measures put in place to ensure environmental and
social sustainability; and the impact of external factors such as political, economic, and social changes that may
have atfected programme implementation and outcomes and how these can be addressed.

A final evaluation will be carried out for accountability and learning purposes at various levels (including for
policy revision), taking into account in particular the fact that transfer of knowledge and information is shared.

The evaluation reports shall be shared with all relevant parties. North Macedonia and the European Commission
shall analyse the conchisions and recommendations of the evaluations and jointly decide on the follow-up actions
to be taken and any adjustments necessary, including, if indicated, the reorientation of the support.

Indicative evaluation and timing

The mid-term evaluation will be carried out halfway through the programme’s implementation to assess progress
towards achieving the programme’s objectives and targets. It will also identify any issues that have arisen and
make recomunendations for their resolution.

The final evaluation shall be carried out at the end of the programme to assess its overall achievements,
effectiveness, efficiency, and impact. It shall also identify lessons learnt and make recommendations for future
programming,

8.3 Audit and Verifications
Technical audits for major projects are mandatory during the implementation.

Financial provisions related to audit and verifications, including technical audits if applicable, carried out by North
Macedonia should be included in the Area of Support #3 —Other support, as indicated in Section 4.2.2.

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

9. Strategic communication and public diplomacy

All entities implementing EU-funded external actions have the contractual obligation to inform the relevant
andiences of the Union’s support for their work by displaying the EU emblem and a short funding statement as
appropriate on all communication materials related to the actions concemed. To that end they must comply with
the instructions given in the 2022 guidance document Commmunicating and raising EU visibiliry: Guidance for
external actions (or any successor document).

In particular, the recipients of EU funding shall acknowledge the origin of the EU funding and ensure its proper
visibility by:
e providing a statement highlighting the support received from the EU in a visible manner on all documents
and comimunication material relating to the implementation of the funds, including on an official website
and social media accounts, where these exist; and

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

Visibility and communication measures shall be implemented, as relevant, by the national administration’s
entrosted entities, contractors, and grant beneficiaries. Appropriate contracinal obligations shall be included,
respectively, in financing agreements, delegation agreements, and procurement and grant contracts.
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A Visibility and communication measures specific to this Programme shall be complementary to the broader
conununication activities implemented directly by the Enropean Commission services and/or the EU Deleﬂv ations
and Offices. The European Commission and the EU Delegations and Offices should be fully informedjof the
planning and implementation of the specific visibility and commurication activities, notably with respectto the
communication narrative and master messages.

o

10. Sustainability

The OP on environment has high sustainability potential at the policy, institutional and financial Jevels.

The OP envisages investments in water infrastructure, which will improve living conditions and decrease polintion
discharge levels in the Vardar River basin, having a transboundary impact on the environment of North MacéHonia
and the neighbouring country of Greece. Also, the OF envisages investment in establishing integrated) waste
management systems in the East and Northeast regions that will significantly decrease pollution and the ncgatwe
impact of waste on the environment and human health and will improve the living conditions of the populatlon in
these regions. The OP implementation will contribute to environmental protection and to the 1mp]ementat10n of
the National Strategy on Environment and the relevant strategies in the fields of waste and water management.

The OP on Environment has an important leverage effect as it directly contributes to the implementation|of the
obligations arising from the EU environmental acquis and provides substantial support to the EU integr‘ation
process of North Macedonia. The entry into force of the water tariffs legislation creates the legislative framlework
for ensuring the maintenance of the new facilitiecs. The MoEPP will develop a new tariff system for"waste
management that will ensure that waste management services will cover all operatlonal costs of the PCE's and
provide sustainability of the waste management. In addition, the McEPP will sign agreements with the
municipalities to define the obligations of the beneficiaries as regards the standard maintenance pracncéls and
application of the tariffs to recover the investments’ costs. Investments in renewable energy solutions will detrease
maintenance costs and increase sustainability prospects.

The end recipientsare obliged to ensure the sustainable use of the outputs in line with the Operational Programme,
the contract or the equivalent. The end recipients are obliged to allocate a budget for ensuring the ﬁ.mcuom{']!g and
mainienance of the outputs and cover the costs of their operation and maintenance. The end recipients Should
restore the outputs to their initial condition in case of their damage or replace the outputs with those of minimum
equal quality and functionality in case of their destruction.

The breach of the conditions for sustainability may lead to a refund of the EU contribution in case the end
recipients fail to take the necessary corrective measures for removing the deficiencies that occurred.

Capacity-building interventions foreseen under this action will decrease the risk of such failure and ensure proper
utilities management.
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IPA 111 Financing Agreement for Multiannual Operational Programmes - Annex II: General Conditions (version: October 2024}

Part One: Provisions applicable to activities for which the IPA 1II
beneficiary is the contracting authority under IMBC

Article 1 - General principles

(1) The purpose of Part One is to lay out the rules for implementing the entrusted budget implementation
tasks as described in Annex I and to define rights and obligations of the IPA I beneficiary and the
Commission respectively in carrying out these tasks.

Part One shall apply to the budget-implementation tasks entrusted to the TPA 111 beneficiary related to
the Unien contribution alone, or combined with funds of the IPA III beneficiary or funds of a third
party, in case such funds are implemented in joint co-financing.

{2) The IPA TII beneficiary shall remain responsible for the fulfilment of the obligations stipulated in this
Financing Agreement and in the Financial Framework Partnership Agreement (FFPA). In accordance
with Article 7, Article 18, Article 19 and Article 21, the Commission reserves the right to interrupt
payments, and to suspend and/or terminate this Financing Agreement,

(3} The IPA III beneficiary shall respect the minimum rate of its contribution specified in Annex I. In case
of contributions from both the IPA III beneficiary and the Union, the IPA 111 beneficiary contribution
shall be made available at the latest by the end of the eligibility period of the programme.

(4) The rate of the EU contribution specified in Annex I, and the maximum amount of IPA III assistance is
based on the public eligible expenditure amount, Public eligible expenditure is any public contribution
to the financing of operations the source of which is the budget of national, regional or local public
authorities of the IPA III beneficiary, the budget of the Union, the budget of public law bodies or the
budget of associations of public avthorities or of public Jaw bodies. Loan financing, where it is used, is
atiributed to the body liable to repay the loan, national public or national private. National private
expenditure cannot be considered an eligible expenditure,

(5) For the purpose of the application of Article 25 of the FFPA on data protection, personal data shall be:
- processed lawfully, fairly and in a transparent manner in relation to the daia subject;

- collected for specitied, explicit and legitimate purposes and not further processed in a manner that is
incompatible with those purposes;

- adequate, relevant and limited to what is necessary in relation to the purposes for which they are
processed;

- accurate and, where necessary, kept up to date;
- processed in a manner that ensures appropriate security of the personal data and

- kept in a form which permits identification of data subjects for no longer than is necessary for the
purposes for which the personal data are processed.

Personal data inciuded in documents to be kept by the TPA HI beneficiary in accordance with paragraph
2 of Article 2 must be deleted once the deadlines set out in that paragraph have expired.

Article 2 - Procurement and grant award

(1) Without prejudice to Article 18(5) of the FFPA, the tasks referred to in Article 1{1) shall be carried out
by the IPA {II beneficiary 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 actions, in
particudar, the practical guide on contract procedures for European Union cxternal action (PRAG), in

vS
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force at the time of the launch of the procedure in question, as well as in accordance with the reguired
visibility and communication standards referred to in Article 3(2).

The TPA IIT beneficiary shall conduct the procurement and grant award procedures, conclude the
resulting contracts, and ensure that all relevant documents for audit trail are in the language l)i" this
Financing Agrecement. For the purpose of Part One of this Financing Agreement, every refercnice to
grant contracts shall also be construed as a reference to contribution agreements and every refereice to
grant beneficiaries shall also include be construed as organisations having signed contribution
agreements,

(2) Without prejudice to Article 49 of the FFPA, the IPA III beneficiary shall retain all relevant financial
and contractual supporting documents from the date of the entry into force of this Financing Agreement
or as from an earlier date in case the procurement procedure, call for proposals or direct grant [award
procedure was launched prior to the entry into force of this Financing Agreement, for five years asf{from
the date of closure of a programme. The IPA I beneficiary shall retain in particular the following:

(a) Procurement procedures:

£

) Forecast notice with proof of publication of the procurement notice and any corrigend
i) Appointment of shortlist panel;
iii} Shortlist report (incl. annexes) and applications;
iv) Proof of publication of the shostlist notice;
v} Letters to non-shorthisted candidates;
vi) Invitation to tender or equivalent;
vii) Tender dossier including annexes, clarifications, minutes of the meetings, proof of
publication;
viii)Appointment of the evaluation committee;
ix) Tender opening report, including annexes;
x) Evaluation / negotiation report, including annexes and bids received;’
x1) Notification letter;
xii) Cover letter for submission of contract;
xiii) Letters to unsuccesstul candidates;
x1v) Award / cancellation notice, including preof of publication;
xv) Signed contracts, amendments, riders, implementation reports, and relevant
correspondence.
(b) Calls for proposals and direct award of grants:

1} Appointment of the evaluation committee;

! Elimination of unsuccessful bids five years after the closure of the procurement procedure.

4
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ii) Opening and administrative report including annexes and applications received;?
iii) Letters to successful and unsuccesstul applicants following concept note evaluation;
iv) Concept note evalunation report;

v) Evaluation report of the full application or negotiation report with relevant annexes;

vi) Eligibility check and supporting documents;
vii) Letters to successful and unsuccessful applicants with approved reserve list following full
application evaluation;

viii)Cover letter for submission of grant contract;
ix) Award/cancellation notice with proof of publication;
%) Signed contracts, amendments, riders and relevant correspondence.

In addition, financial and contractual documents referred to in paragraph 2(a) and 2(b) shall be
complemented by all relevant supporting documents as required by the procedures referred to in
paragraph 1, as well as all relevant documentation relating to payments, recoveries and operating costs,
tor example project and on the spot checks reports, acceptance of supplies and works, guarantees,
warranties, reports of supervising engineers,.

Operations co-financed by the Union under the Programme may also receive financing from other
donors such as international organisations, a Member State, a third country or a regional organisation,

Article 2a - Exclusion and administrative sanctions

(1

(2)

(4)

When applying the procedures and standard documents laid down and published by the Commission for
the award of procurement and grant contracts, the IPA I} beneficiary shall accordingly ensure that no
EU financed procurement or grant contract is awarded to an economic operator or grant applicant if the
economic operator or grant applicant who either itself, or a person having powers of representation,
decision making or control over it, is in one of the exclusion situations provided for in the relevant
procedures and standard documents of the Commission.

The IPA III beneficiary shall inform the Commission immediately when a candidate, tenderer or
applicant is in an exclusion situation referred to in paragraph (1), or has committed irregularities and
fraud as defined in Article 51(5) of the FFPA, or has shown significant deficiencies in complying with
its main obligations in the implementation of a legal commitment financed by the Union budget.

The TPA T3 beneficiary shall take into account the information contained in the Commission's 'Early
Deteciion and Exclusion System’ (EDES) when awarding procurement and grant contracts. Access to
the information can be provided through the liaison point(s) or via consultation using the following
means: (European Commission, Directorate-General for Budget, Accounting Officer of the
Commission, MOI15, B-1049 Brussels, Belgium and by email to BUDG-COI-EXCL-
DB{@ecc.curopa.cu with copy to the Commission address identified in Article 3 of the Special
Conditions). Any contract or grant concluded with a contractor or grant beneficiary that is in an
exclusion situation at the time of conclusion of the contract shall be excluded from Union financing and
the financial corrections mechanism in accordance with Article 8a may be applied.

Where the IPA I beneficiary becomes aware of an exclusion situation referred to in paragraph (1) in

2 Elimination of unsuccessful applications threc years after the closure of the grant procedure.

A
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the implementation of the tasks described in Annex 1, the IPA IlI beneficiary shall, under the conditions
of its national legislation, impose upon the economic operator or grant applicani a rejection frq‘m the
given procedure and an exclusion from its future procurement or grant award procedures. The IPA 111
beneficlary may also impose a financial penalty proportional to the value of the contract concerned
Rejections, exclusions and/or financial penalties shall be imposed following an adversarial prociedure
ensuring the right of defence of the person concermned. The TPA 111 beneficiary shall noni)'r the
Commission in accordance with paragraph (2).

Article 3 - Communication and Visibility

(1) In accordance with Article 24 of the FFPA, the IPA Il beneficiary shall take the necessary measures to
ensure the visibility of EU funding for the activities entrusted to it and shall prepare a coherent plan of
communication and visibility activities, which should be submitted to the Commission for agren!ﬂ.ment
within 2 months after the entry into force of this Financing Agreement.

(2) These communication and visibility activities shall comply with the guidance for external action on
commmunicating and raising EU visibility laid down and published by the Commission, in forcelat the
time of the activities.

Article 4 - Ex-ante and ex-post controls on grant and procurement procedures and ex-post controls on
contracts and grants to be performed by the Commission

(1) The Commission shall exercise ex-post controls on award procedures for procurement and grants far the
following stages:
{(a) contract notices for procurement, calls for proposals for grants and any corrigenda thereof;
(b) tender dossiers and guidelines for applicants for grants;
(c) the composition of Evaliation Committees;
(d) evaluation reports, rejection, and award decisions;?
(e) contract dossiers and contract addenda.

(2) With regard to ex-post controls the Comimission may decide following risk assessment:
{a) to perform ex-post controls on all files, or
(b) to perform ex-post controls on a selection of such files, or
(c) to completely dispense with ex-post controls.

(3) If the Commission decides to perform ex-post controls in accordance with paragraph 2 (a) ori(b), it
shall inform the IPA III beneficiary of the files selected for ex-post controls. The IPA 111 benefic
obliged to provide all the documentation and information necessary to the Commission for tl

a
|
i
selected for ex-post control, within one month of the signature of the contract or contract addenduni

(4) The Commission may perform ex-ante controls for approval of each of the stages mentioned in
paragraph 1 for the award procedures that have not been selected for ex-post control. The IP!
beneficiary shall provide all the documentation and information necessary to the Commissionl Lipon
being informed that a file has been selected for ex-ante control, at ihe latest at the time of submission of
the contract notice or the guidelines for applicants for publication.

(5) The Commission may decide to perform ex-post controls, including audits and on-the-spot controls, at
any time during or after the implementation of any contract or grant awarded by the IPA 111 benef?cialy
arising out this Financing Agreement. The IPA I beneficiary shall make available alll the
documentation and information necessary to the Commission upon being informed that a file hasI Feen
sclected for ex-post control. The Commission may authorisc a person or an entity to perform ex-post

3 For service contracts this step includes ex ante controls concerning approval of the shortlist.

h
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controls on its behalf.
Article 5 - Bank accounts, accounting systems, and costs recognised

(1) Afier the entry into force of this Financing Agreement, the Accounting Body and the Intermediate Body
for Financial Management (IBFM) of the TPA TIT beneficiary that is the Contracting Authority for the
Programme shall open at least one bank account denominated in euro and submit the Financial
Identification Form(s) to the Commission together with the corresponding bank mandates, The total
bank balance for the Programme shall be the sum of the balances on all the Programme bank accounts
held by the Accounting Body and all participating IBFMs in the IPA beneficiary. Reporting on all bank
accounts linked to each programme shall be recorded via IPA-APP?.

(2) The IPA III beneficiary shall prepare and submit to the Commission disbursement forecast plans for the
duration of the Programme following the template in point (d) of Annex 1IV. These forecasts shall be
updated and submitted with each request for funds referred to in Article 6(2) and 6(3), with the annual
financial report referred to in Article 14(4) and with the forecast of likely payment requests referred to
in Article 33(3) FFPA. The disbursement forecast plans shall be based on real and actual needs and
supported by a documented detailed analysis (including the planned contracting and payment schedule
per contract) which shall be available to the Commission upon request.

(3) The initial disbursement forecast plan shall contain summary annual disbursement forecasts for the
whole eligibility period and monthly disbursement forecasts for the first twelve months of the
Programme. Subsequent plans shall contain summary annual disbursement forecasts for the balance of
the eligibility period of the Programme and monthly disbursement forecasts for the following fourteen
months.

(4} The IPA III benetficiary is required to establish and maintain an accounting system in accordance with
Clause 4(3)(z) of Annex A to the FFPA, which will hold at least the information for the contracts
managed under the Programime indicated in Annex V.

(5) Pursuant to Article 57(2) of the FFPA, costs recognised in the accounting system maintained under
paragraph (4} must have been incurred (by a recipient), accepted (by the Intermediate Body for financial
management) and paid (by the Intermediate Body for financial management) and correspond to actual
cosis proven by supporting documents and shall be used when appropriate to clear pre-financing paid by
the IPA III beneficiary under local contracts,

Article 6 - Provisions on payments made by the Commission to the IPA 11 beneficiary

(1) Each request for pre-financing shall comprise a declaration of expenditure for the Programme, including
the amounts contracted, disbursed and costs recognised.

(2) The IPA TII beneficiary shall submit its initial disbursement forecast for the Programme, prepared
pursuant to Article 5(2), with the first pre-financing payment request. The first forecast shall be for 100
% of the forecast disbursements for the first year of the disbursement forecast plan pursuant to Article
5(2). Pre-financing shall be supported by the bank mandates for all the bank accounts of the
Programme, if applicable.

(3) The IPA 11 beneficiary shall submit subsequent pre-financing payment requests when the total bank
balance for the Programme falls below the disbursements forecast for the following five months of the
Programme.

* JPA-APP is a dedicated IT application developed by DG NEAR to replace iPerseus that was the iool used for
monitoring the implementation of pre-accession funds under indirect management by beneficiary countries (IMBC).
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(4) Each request for additional pre-financing shall include:

(5} The IPA II beneficiary may request for each subsequent pre-financing the amount of

(6)

(N

()

(6)
(7

(8)

Article 7 - Interruption of payments

(1) Without prejudice to the suspension or termination of this Financing Agreement according to At

a)  The bank balances for the Programme at the cut-off date of the request;
b)  The updated bank mandates for all the bank accounts of the Programme, il applicable;

c) A forecast of disbursement for the Programme for the following fourteen months at the cut
date of the request as referred to in Article 5(2).

d)  Updated reporting in IPA-APP.

= ——

h024)

Loff

total

disbursements forecast for the fourteen months following the date of the request, less the balances
referred to in paragraph 4(a) at the cut-off date of the request for funds, increased by any amount fi utnded
by the IPA I beneficiary under paragraph (6) and not yet reimbursed. The fourteen months

disbursement forecast period may be extended if specified accordingly in the Special Conditions.

The Commission reserves the right to reduce each subsequent pre-financing payment if the tota
balances held by the IPA III beneficiary under this Programme exceeds the disbursement forecas
the next fourteen months.

Where the payment is reduced under paragraph (5), the IPA 11l beneficiary must fund the Prograi
from its own resources up to the amount of the reduction. The TPA IH beneficiary may then reques
reimbursement of that funding as part of the next request for funds as specified in paragraph {5).

bank
t for

Mme
t the

Pursuant to Article 33(1) of FFPA, the Commission reserves the right to process partial payments wlithin
the limits of the funds available. Once funds are made available again, the Commission shall process

tmmediately the payment of the remaining amount.

The Commission shall have the right to recover excessive bank balances which have remained unused
for more than twelve months. Before exercising this right, the Commission shall invite the IBA I
beneficiary to give reasons for the delay in disbursing the funds and to demonstrate a continuing need

for them within the next following two months.

Interest generated by the bank accounts used for this Programme shall not be due to the Commissioil.

Following Article 33(4) of the FFPA, when the time limit for payment request is interrupted by tl
Commmission for more than two months, the IPA IIT beneficiary may request a decision b)'r t

Commission on whether the interruption of time limit is to be continued.

The certified final statement of expenditure referred to in Article 36(1)(a) of the FFPA sha
submitted by the NAO no later than sixteen months after the end of the eligibility period.

18 and 19 respectively, as well as without prejudice to Article 38 of the FFPA, the Conumission
interrupt payments partiatly or fully, ift

(a) the Commission has established, or has serious concerns that the IPA Il beneficiary has com

e
he

l be

icles
may

itted

substantial errors, irregularities or fraud questioning the legality or regularity of the undey

ying

particular transactions in the implementation of the Programme, or has failed to comply with its

obligations wunder this Financing Agreement, including obligations regarding Stra
Communication and Public Diplomacy;

(b) the Commission has established, or has scrious concerns, that the IPA 11 beneficiary has comm

egic

itted

systemic or recwrrent errors, irregularities, fraud or breach of obligauons under this or|jother
Financing Agreements, provided that those errors, irregularities, fraud or breach of obligations have
a material impact on the implementation on this Financing Agreement or call into questio

the
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reliability of the IPA HI beneficiary's internal control system or the legality and repularity of the
underlying expenditure.

Article 8 - Recovery of funds

(1) In addition to cases referred to in Article 40 of the FFPA, the Commission may recover the funds from
the IPA III beneficiary as provided in the Financial Regulation, in particular in case of:
(a) failure to ensure achievement of the objectives and results of the Programme as set out in Annex I;
(b) failure to ensure the use of assets and outputs for the intended purposes set out in Annex I;
(c) non eligible expenditure;
(d) non respect of the co-financing rate, as provided in Annex I;
(e) expendinme incurred as a result of crrors, irvegularities, fraud or breach of obligations in the

implementation of the Programme, in particular in the procurement and grant award procedures.

{f) weakness or deficiency in the management and control systems of the IPA III beneficiary which
leads to application of financial correction,

(2) In accordance with national law, the NAO shall recover the Union contribution paid to the IPA 111
beneficiary from recipients who were in any situation defined in paragraph (1) points (b} or (d) of this
Article or referred to in Article 40 of the FFPA. The fact that the NAO does not succeed in recovering
all or part of the funds shall not prevent the Comumnission from recovering the funds from the IPA IIT
beneficiary.

(3) Amounts unduly paid or recovered by the IPA III beneficiary, amounts from financial, performance,
and pre-financing guarantees lodged on the basis of procurement and grant award procedures,
amounts from financial penalties imposed by the IPA III beneficiary on candidates, tenderers,
applicants, contractors or grant beneficiaries, to the IPA 11 beneficiary shall be either re-used for the
Programime or returned to the Commission.

Article 8a — Financial corrections and closure

Further to Articles 42, 43 and 47 of the FFPA, supplementary guidance on the examination and acceptance
of accounts procedure, including financial corrections, and closure shall be provided by the Commission,

Article 9 - General principles for selecting operations

(1) The sclection procedures shall satisfy the principles of transparency, equal treatment and non-
discrimination. They shall prevent any conflict of interest and ensure stakeholders involvement and
public access to information.

{2) The Sectoral Monitoring Committee shall consider and approve the general criteria for sclecting the
operations referred to in Article 10 within six months of the entry into force of this Financing
Agreement and approve any revision of those criteria in accordance with programming needs.

(3) Pursuant to Article 53(7) of the FFPA, the Commission may co-chair the meetings of the Sectoral
Monitoring Committees.

{(4) The IPA III beneficiary shall ensure that operations are selected for funding and approved in
accordance with the criteria and mechanisms applicable to the Programme, including relevant
Operational Programme, and that they comply with the relevant Union and national rules.
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Article 10 - Operation identification sheet

(1)

(2

(3

(4)

Article 11 - Major project and bilateral agreement

(1

(2)

(3)

2024)

For any operation not falling under the definition of major project referred to in Article 3(f} and Alticle
16(6) of the FFPA, the IPA 111 beneficiary shall establish an identification sheet for each cpetation

selected for Union co-financing under the Programme.

The operation identification shect must contain inter alia the following elements:

(a) identification of the operation and the organisation responsible for its implementation;

(b) a summary description of the operation and the demonstration of its compatibility with the
programime;

(c) implementation arrangements, risks and assumptions;

{(d) expected outputs, results and impact, including contributions to horizontal themes;

(c) links with other IPA, IPA 11 and IPA 11l programmes;

(f) financing arrangements and estimated budget; and

(g) procedures foreseen for tenders and contracts.

The template for the Operation Identification Sheet is set out in Annex VIIL

The IPA III beneficiary shall transmit a copy of the operation identification sheet to the EU Delegation,

. . . . . .. . - It
which after consultation with DG NEAR, will send its opinion. Once a positive opinion on

the

operation identification sheet has been issued, the project can be approved by the IPA 111 beneficiary.

Where the nature of the operation justifies it, the Commission may decide to request the IEA 111
beneficiary to apply Article 11 to a particular operation and to prepare an application form, in

accordance with the templates set out in Annex VI to this Financing Agreement.

Pursuant to Article 16(6) of the FFPA, major project applications shall be submitted to the Commission

for assessment using the Major Project Application template (Annex VI).

The Commission assessment shall define the physical object and the eligible expenditure‘.
Commission assessment shall be concluded either by an exchange of letters (respectively

The
the

submission of the major project application by the IPA [l beneficiary and the reply frog:n the
Cominission approving it) or by the signature of a Bilateral Agreement with the IPA TII beneficiary,

laying oui the individual elements and requirements that are specific to the project.
The Bilateral Agreement or exchange of letters shall, as a minimum, contain the following informat
{(a) the project name;

{b} identification of the project location;

(c) a concise description of the project, broken down, as necessary, into individual components;

{d) details of the authority responsible for the project application, the body responsible
implementation, the contracting anthority, and the recipient;

(€} details of any International Financing Institutions (IFIs) or other donors involved in the project;
(f) specific project objectives;
(g) a summary of the main results of the economic and social cost benetit analysis;

(I) a summary of the financial analysis;

(1) a summary of the main findings of the environmental impact assessment;

ion:

for
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(4)

(i) the total estimated value of the project, as well as an indicative breakdown of the value of individual
project elements;

(k) the estimated total eligible and non-eligible project costs, total public expenditure, the Union
financial contribution and the co-financing rate applicable to the eligible expenditure;

(I} any specific conditions related to the project;

(m)an indicative procurement schedule indicating the specific types and estimated values of contracts to
be tendered out and, in case of parallel co-financing with IFIs, the identification of the contracts to
be financed by the IFIs, as well as an indication of the date of the start of the tender procedure;

()} an indicative implementation schedule;

(0} an indicative list of key indicators to be used to demonstrate the achievement of the aims of the
project;

(p) the date from which expenditure is eligible.
The procurement procedure for a major project can be Jaunched by the IPA III beneficiary after entry
into force of this Financing Agreement. No procurement contract for a major project can be signed prior

to the entry into force of the Bilateral Agreement or the conclusion of the exchange of letters approving
the major project application.

(5) Modifications of approved major projects are subject to the limitations and conditions set out in the

Bilateral Agreement or exchange of letters.

Part Two: Provisions applicable to this Financing Agreement as a whole,

irrespective of the management mode

Article 12 - Eligibility period

(1) The eligibility period is the period in which all operational activities of the Programme are completed.

The duration of this period is stipulated in Article 2(2) of the Special Conditions.

This period shall be reflected in the agreements to be concluded by the IPA III beneficiary and by the
Commission in the implementation of this Financing Agreement, in particular in contribution
agreements, procurement contiacts and grant contracts.

(2} Unless provided otherwise in Article 7 of the Special Conditions, contracts and addenda signed,

expenditure incurred, payments made by national authorities as well as any other costs related to the
activities of the Programme, shall be eligible for EU financing only if they have been incurred during
the eligibility period, without prejudice to paragraph (3) of this Article,

(3) In the case of major projects, the starting date of the eligibility period is the date of the Commission’s

approval of the major project as set out in a Bilateral Agreement or an exchange of letters.

{4) Pursuant to Arsticle 29(3)(b) of the FFPA, and without prejudice to Article 28 thereof and Article 7 of

the Special Conditions, the following expenditure incurred by the IPA 1T beneficiary shall not be

eligible for funding under this financing agreement:
a) Dbank charges, costs of guarantees and similar charges;

b) fines and financial penalties;
c) expenses of litigation;
d) currency exchange losses:

e) debis and debt service charges (interest);
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1) provisions for losses, debts or poteniial fuiure liabilities;
g) credits to third parties, unless otherwise specified in the special conditions;

h) negative interest charged by banks or other financial institutions.

(5) A procurement contract, grant contract or contribution agreement which has not given rise to any
payment within two years of its signature shall be automatically terminated and its funding shall [be de-
committed, except in case of litigation before judicial courts or arbitral bodies.

Article 13 - Permits and authorisation

Without prejudice to Article 27 of the FFPA, any type of permit and/or authorisation required t:ﬂr the
implementation of the Programme shall be provided in due time by the competent authorities of the IPA 111

beneficiary, in accordance with national law.

Article 14 - Reporting requirements

(1) For the purpose of the general reporiing requirements to the Commission set out in Article 59 ﬂf the
FFPA on the annual report on the implementation of IPA IIT assistance, the NIPAC shall use the
template provided in Annex III.

(2) For the purpose of Article 60 of the FFPA, the NIPAC shall submit a final repost to the Commission on
the implementation of the activities implemented under indirect management by the IPA 11T benelﬁciary
of this Programme at the latest sixteen months after the end of the eligibility period. The NIPAG [shall
use the template provided by the Commission.

(3) For the purpose of Article 61(1) of the FFPA the NAO shall provide by 15 Janunary of the following
financial year in electronic format a copy of the data held in the accounting system established 1f1ndcr
Article 4(4). This should be supported by a signed un-audited summary financial report in accordance
with point (c) of Annex I,

(4) For the purpose of the specific reporting requirements under indirect management set out in f—‘lsrticfe
61(2)(a) and 61(3) of the FFPA, the NAO in the IPA 111 beneficiary shall use the templates provided for
in points (a) and (b) of Annex TV.

Article 15 - Intellectual property rights

(1) Contracts financed under this Financing Agrecment shall ensure that the IPA III beneficiary acquire all

necessary intellectual property rights with regard to information technology, studies, drawings, [plans,

==

publicity and any other material made for planning, implementation, monitoring and evaluation

=

purposes.

(2) The IPA I1I beneficiary shall guarantee that the Commission, or any body or person authorised by the
Commission, shall have access and the right to use such a material. The Commission will only uselsuch
material for its own purposes.

Article 16 - Consultation between the IPA III beneficiary and the Commission

(1) The IPA I beneficiary and the Commission shall consult each other before taking any dispute relating
to the implementation or interpretation of this Financing Agreement further pursuant to Article 20

(2) Where the Commission becomes aware of problems in carrying out procedures relating 1o the

implementation of this Financing Agreement, it shall establish all necessary contacts with the [BA 111

N
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beneficiary to remedy the situation and take any steps that are necessary.
{3) The consultation may lead to an amendment, suspension or termination of this Financing Agreement.

(4) The Commission shall regularly inform the IPA 11 beneficiary of the implementation of activities
described in Annex 1, which do not fall under Part One of these General Conditions,

Article 17 - Amendment of this Financing Agreement

(1) Any amendment of this Financing Agreement shall be made in writing, including by an exchange of
letters,

(2) If the IPA III beneficiary requests an amendment, the request shall be submitted to the Commission at
least three manths before the amendment is intended to enter into force, except in duly justified cases.

(3) The Commission can amend the documents in Annexes III - VII without this necessitating an
amendment to this Financing Agreement. The IPA 111 beneficiary shall be informed in writing about
any such changes and their application.

Article 18 - Suspension of this Financing Agreemnent

(1) The Financing Agreement may be suspended in the following cases:
(a) The Commission may suspend the implementation of this Financing Agreement if the IPA III

beneficiary breaches an obligation under this Financing Agreement;

(b) The Commission may suspend the implementation of this Financing Agreement if the IPA II1
beneficiary breaches any obligation set under the procedures and standard documents referred to in
Article 18(2) of the FFPA,;

(¢) The Commission may suspend the implementation of this Financing Agreement if the IPA TiI

beneficiary does not meet requirements for entrusting budget implementation tasks;

(d) The Commission may suspend the implementation of this Financing Agreement if the IPA TII
beneficiary decides to suspend or cease the EU membership accession process;

() The Commission may suspend this Financing Agreement if the IPA 1II beneficiary breaches an
obligation relating to respect for human rights, democratic principles and the rule of law and in
serious cases of corruption or if the [PA IIT beneficiary is guilty of grave professional misconduct
proven by any justified means. Grave professional misconduct is to be understood as any of the
following:

* a violation of applicable laws or regulations or ethical standards of the profession to which a
person or entity belongs, or
* any wrongful conduct of a person or entity which has an impact on its professional credibility

where such conduct denotes wrongful intent or gross negligence.

() This Financing Agreement may be suspended in cases of force majeure, as defined below. "Force
majeure” shall mean any unforesceable and exceptional situation or event beyond the parties'
control which prevents either of them from fulfilling any of their obligations, not attributable to
error or negligence on their part (or the part of their contractors, agents or employees) and proves
insurmountable in spite of all due diligence. Defects in equipment or material or delays in making
them available, labour disputes, strikes or financial difficultics cannol be invoked as force majeure.

! VS
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A party shall not be held in breach of its obligations if it is prevented from fulfilling them byia case
of force majeure of which the other party is duly informed. A party faced with force majeure|shall
inform the other party without delay, stating the nature, probable duration and foreseeable effects of
the problem, and take any measure to minimise possible damage. If force majeure impacts on & part
of the Programme, the suspension of the Financing Agreement can be partial. Neither of the Barties
shall be held liable for breach of its obligations under this Financing Agreement if it is prexlrc':nted
from fulfilling them by force majeure, provided it takes measures to minimise any possible damage.

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

(4) When the suspension is notified, the consequences for the on-going or to be signed procurement
contracts, grant contracts and contribution agreements shall be indicated.

(5) A suspension of this Financing Agreement is without prejudice to the interruption of paymenis and
termination of this Financing Agreement by the Commission in accordance with Article 7 and Article

19,

(6) The parties shall resume the implementation of the Financing Agreement once the conditions allowjwith
the prior written approval of the Commission. This is without prejudice to any amendments of this
Financing Agreement which may be necessary to adapt the Programme to the new implementing
conditions, including, if possible, the cxtension of the eligibility period, or the termination ofj this
Financing Agreement in accordance with Article 19.

Article 19 - Termination of this Financing Agreement

(1) If the issues which led to the suspension of this Financing Agreement have not been resolved within a
maximun period of 180 days, either party may terminate the Financing Agreement at 30 days' notice.

(2) When the termination is notified, the consequences for the on-going procurement and grant confracts,
contribution agreements and such contracts or grants, and contribution agreements to be signed shall be
indicated,

(3) The termination of this Financing Agreement shall not preclude the possibility of the Commission to
make financial corrections In accordance with Articles 43 and 44 of the FFPA.

Article 20 — Applicable law, settlement of disputes

(1) This Agreement is governed by EU law.

(2) If a dispute concerning the interpretation, application or validity of the Agreement cannot be s“ett]ed
amticably, it shall be settled by arbitration in accordance with the 2012 PCA Arbitration Rules, subject
to the following:

{a) Panel composition

For claims of EUR 500 000 or above: the panel shall be composed of three arbitrators. Eachjparty
shall appoint one arbitrator within 40 calendar days after the notice of arbitration has been sent) The
two arbitrators appointed by the parties shall in nun appoint a third arbitrator to act as presiding
arbitrator.

For claims below EUR 500 000: the panel shall be composed ot one arbitrator, unless the parties
agree otherwise,

If the panel i1s not composed within 80 calendar days after the notice of arbitration is sent, either
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party may request the PCA Secretariat or other mutually acceptable other neutral authority to
appoint the necessary arbitrator(s).

(b) Seat
The seat of the arbitration panel shall be The Hague, Netherlands.
{c) Language

The language of the proceedings shall be English or another mutually acceptable official language
of the European Union. Evidence may be produced in other languages, if agreed by the parties.

(d) Procedure
Recourse to interim measures, third party interventions and amicus curiae interventions is excluded.

If the panel is requested by a party to treat information or material confidentially, the decision shall
be made in form of a reasoned order and after hearing the other party (10 calendar days to submit
observations}, The panel shall weigh the reasons for the request, the nature of the information and
the right to effective judicial protection. The panel may in particular;

- make disclosure subject to specific undertakings or

- decide against disclosure, but order the production of a non-confidential version or summary of
the information or material, containing sufficient information to enable the other party to
express its views in a meaningful way.

If the panel is requested to hear the case in camera, the decision shall be made after hearing the
other party (10 calendar days to submit obscrvations). The panel shall take into account the reasons
for the request and the objections of the other party (if any).

If the panel is requested to interpret or apply European Union law, it shall stay the proceedings and
request the ‘President of the High Court of Paris’ (Président du Tribunal de grande instance de Paris,
"juge d’appui’), in accordance with Articles 1460 and 1505 of the French Civil Procedural Code to
request a preliminary ruling from the Court of Justice of the European Union in accordance with
Article 267 TFEU. The proceedings before the arbitral iribunal shall resume once the decision by
the juge d’appui is taken. The decision of the Court of Justice and of the juge d’appui shall be
binding on the panel.

The arbitral award shall be final and binding on the parties and be carried out by them without
delay.

Either party may however request that the award is reviewed by the The Hague Court of Appeal
(Gerechtshof Den Haag) on the basis of the applicable national law. In this case, the award shall not
be considered final mntil the end of this procedure. The decision by the reviewing court shall be
binding on the panel.

(e} Costs
The costs of arbitration shall consist of:
- the fees and reasonable expenses of the arbitrators
- reasonable costs of experts and witnesses as approved by the panel and

- the fees and expenses of the PCA Secretariat for the arbitration proceedings (e.g. catering,
providing for clerks, room, intcrpretation).

The arbitrators’ fees shall not exceed:
- EUR 30 000 per arbitrator 1f the contested amount is below EUR 1 000 000

- 15% of the contested amount if that amount is above EUR 1 000 000. In any case the
arbitrators’ fees shall not exceed EUR 300 000.

The costs of arbitration shall be borne by the parties in equal share, unless otherwise agreed.




IPA I Financing Agreement for Multiannual Operational Programmes - Annex II: General Conditions {version: October; 2024)

Article 21 — EU restrictive measures

(1

2

3

)

(3)

{6)

(N

The parties shall bear their own costs of legal representation and other costs incwrred by them in
relation to the arbitration.

(f) Privileges and immunities
The agreement to pursue arbitration under the 2012 PCA Arbitration Rules does not constitute and

cannot be interpreted as a waiver of privileges or immunities of any of the parties, to which th]ey are
entitled,

Definitions

(a) "EU Restrictive Measures" means restrictive measures adopted pursuant to the Treaty on European
Union (TEU) or to the Treaty on the Functioning of the European Union (TFEU).

(b) "Restricted Person" means any entities, individuals or groups of individuals designated by the EU
as subject to the EU Restrictive Measures®,

In all their relations, the Parties recognise that under EU law no EU funds or cconomic resources are to
be made available directly or indirectly to, or for the benefit of, Restricted Persons.

The IPA III Beneficiary shall ensure that no transaction subject to a verified hit agamnst the EU

sanctions list shall benefit directly or indirectly from EU funding. The IPA 111 Beneficiary comupits to
ensure this obligation:

(a) by screening for hits against the EU sanctions list, before entering into, and before ] z!;iking
payments under, the relevant agreements, each Contractor, Grant Beneficiary, and Final Renﬁipiem
with whom the IPA 111 Beneficiary has or is expected to have a direct coniractual relationship
(direct recipient), so as to assess whether such recipient is a Restricted Person.

(b) by screening or through other appropriate means (that may include an ex-post \f'eriﬁcaticmI on a
risk based approach basis, that no entity that would indirectly receive EU funding is a Restricted
Person.

In the event that IPA III Beneficiary assesses that any of the recipients (direct or indirect) of the EU
funding is a Restricted Person, IPA 1II Beneficiary shall promptly inform the Commission.

Without prejudice to the obligation in point 3 above, should the Commission assess that the use of
Union financial assistance under IPA III results or has resulted in a breach of EU restrictive measures,
the corresponding amounts shall not be eligible for the Union financial assistance under IPA I This is
without prejudice to any rights that the Commission may have to suspend or terminate the ﬂ]ction
affected by such breach, to recover any EU funding contributed by the Commission, or to suspend or
terminate this financing agreement.

The determination of remedial measures will be made in accordance with the principle of
proportionality. Remedial measures shall apply only to the EU funding made available to, or for the
benefit of, a recipient for the period during which it remained a Restricted Person.

This clause is without prejudice to the exceptions contained in the EU Restrictive Mceasures.

* www.sanctiopsmap.cu. The sanctions map is an IT tool for identifying the sanctions regimes. The source of the

sanctions stems from legal acts published in the Official Journal of the Eurepean Union (0J). Tn case of discrépancy
between the published Icgal acts and the updates on the website it is the O version that prevails.
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Model of the annual report on the implementation of the Instrument for Pre-accession
Assistance submitted by the National IPA Coordinator

(in accordance with Article 59 of the Financial Framework Partnership Agreement)

V§
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Period covered by the report:
01/01/20XX-31/12/20XX
Report issued on XX/XX/20XX

Annual Report on the implementation of Instrument for Pre-Accession assistance in
direct and indirect management by <IPA beneficiary>

1L Executive Summary

This section should highlight main overall findings as reported in Section I, focusing on:

- Progress in reaching objectives of the overarching IPA strategic documents (IPA II
Country Strategy Papers and IPA HI Programming Framework)

- Main achievements and challenges in programming and implementation and corrective
actions taken, including follow-up to most relevant monitoring, evaluation and/or audit
recommendations

- Complementarity with multi-country actions and other donor support (including Team
Europe, if relevant)

- Main achievements with communication and visibility activities

- NIPAC’s main recommendations for the coming period

IL Implementation of IPA assistance per IPA ITI Window/thematic priority and IPA
II Sector

The information provided in this section should be based on/ linked with information provided
in table 1 below.

This section should include a summary per Window/thematic priority (IPA I assistance) and
per sector (IPA II assistance) organised as follows:

IPA II Sector: <names(s) of the sector’>

IPA HI Window: <number and name of the window> / Thematic priority: <name(s) of
the thematic priorities®>

The following information should be provided:
1. Involvement of IPA beneficiary in programming
2. Progress made in implementation to achieve the objectives as outlined in key strategic
and programme documents (relevant outcome/output indicators should be provided in
Annex 1)
3. Problems encountered in implementation and corrective measures taken and/or planned,
and recommendations for further action, in order to ensure sustainability’

! As per the sectors in the Action Documents, e.p. Rule of Law, Transport, Energy, eic.

* As per IPA 1II Programming Framework

¥ Sustainability refers to the extent to which the benefits/results (outputs and outcomes) achieved are likely to
continue beyond its implementation period, In particular, key factors affecting sustainability are the ownership of
the beneficiaries, the institutional management capacities, and the resources commitied to provide for the operation
and maintenance of the results.

]

A
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4. Main monitoring, evaluations and/or audit findings and their follow-up
Complementarity with other instruments and coordination with other donors/ IFI's 1th1n
the Window/thematic priority (IPA III) or sector (IPA II) (e.g. through Team Europe)

6. Assessment of the impact of IPA assistance in improving sector approach, including
sector strategies, institutional capacities and budgeting and the extent to whichliheir
coherence is ensured with national strategic policy planning and budgeting frameworks.

7. Communication and visibility activities

hd

In case of indirect management by beneficiary country (IMBC), the following information
should also be included:
8. Information on the implementation of actions
9. Short assessment on the functioning of implementing structures and any significant
problems encountered in implementing the tasks entrusted e.g. delays in contracting,jand
subsequent measures taken/planned.
10. Implemented monitoring, evaluation and/or audit activities, audits — main findingsjand
lessons learned, recommendations, follow-up and corrective actions taken

IPA Rural Development (IPARD) programmes should be covered as a separate section under
IPA III Window 4 / IPA 1I sector on agriculture and rural development. Since IP!{XRD
programmes are subject to separate reporting, the section should only include a summaty on
the overall progress with implementation and highlight the most relevant issues. Thekey
information should also be highlighted in the executive summary (as relevant).

IPA II operational programmes should be covered under the relevant sector providing
information on points 1-10 (as relevant). IPA III operational programmes should be co Vered
under the relevant thematic window and include only a summary on the overall progre'ss in
implementation and highlight the most relevant issues. The key information should alsé be
highlighted in the executive summary as relevant. IPA III operational programmes will be
subject to a more detailed reporting according to a reporting template that will be annexed to
the Financing Agreements.
|
Territorial cooperation programmes should be covered under IPA 111 Window 5 / IP!A I
sector on territorial and regional cooperation. This section should give a very brief overview of
the territorial cooperation programmes where the [PA beneficiary participates:

* For Interreg cross-border cooperation (CBC) programmes with Member States
and Transnational and Interregional cooperation programmes, a maximum |one
paragraph per programme, indicating overall progress in implementation [(e.g.
programme adopted/not adopted, calls planned, etc.) and highlighting the most relcyant
issues in implementation.

e For CBC programmes between IPA beneficiaries, a maximum half a page summary
per programme, providing an overview of the implementation (e.g. programme
adopted/Joint Monitoring Committee set up/ JMC meetings on the reporting period! |call
for proposals closed/ongoing/planned and Strategic projects (if any). The summary
should focus on the problems encountered in implementation and the corrective
measures taken and/or planned, and recommendations for further action. The an hual
implementation reports for CBC (as referred to in Article 80 of the Financial Frameyork
Partnership Agreement) should be included as an Annex.
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In case of IMBC, the following information should also be included by the Lead
country):

1. Short assessment on the functioning of implementing structures and any
significant problems encountered in implementing the tasks entrusted e.g. delays
in contracting, and subsequent measures taken/planned.

2. Recommendations for further actions

V§
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Annex 2: Transparency, visibility, information and communication activities

This annex (max one page) should be provided only for actions managed in indirect
management in line with requirements set out IPA II Framework Agreement and IPA I
Financial Framework Partnership Agreement.

Annex 3: Success stories
This Annex should be provided only for actions managed in indirect management. (N.B. this
section may be used for the annual report on the implementation of the European Union's
external action instruments prepared by the Furopean Commission)

Annex 4: Annual procurement plan
This annex should be provided only for actions managed in indirect management.
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IPA I Financing Agreement - Annex Il Financial Report (v. October 2024)

Key data
For each local contract the information required is:

1. EU decision
Programme reference, e.g. Annual Action Programme 2022

2. EU contract
Financing Agreement OPSYS reference number, e.g. 2014/031-878

3. Title
Local contract title

4. Local contract reference
5. Contractor / Legal Entity Form (LEF)

6. Contract type
E.g. Grant, Service, Supply, Works, Twinning,...

7. Contract signature date
Date on which the last party signs the contract

8. Contract implementation start date
The signature date for the contractor, the signature date for the contracting
authority, the date on which the contract enters into force and the date on Which
contract implementation starts are distinct concepts, which may all be thejsame
day or may be different days.
In particular, the contract implementation start date (= first day on which éligible
costs under the contract may be incurred) may be established after the contract
has been signed through a respective clause in the contract, an Administralt-fve
Order, etc. Your system may hold all of these dates; but for the purposes ofithe
year-end cut-off report the critical date is the start date of implementation

s PR ...,

9 Contract implementation end date
final date for completion where this includes time for invoicing, guarantee
periods, etc.

VS
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The contract implementation end date is the last day on which eligible costs
under the contract may be incurred. The contract may allow additional time for
finalising the contract administration or a period between the provisional and
final acceptance of the work done; but this additional time is not relevant for the
year-end cut-off report,

10. Contract status
OPEN, CLOSED, TERMINATED, NOT STARTED (if start date of activities is after cut-

off date)

11. IPA EU - Initial contract value
Initial legal commitment amount of the IPA part (EU funding).

12. IPA EU - Current contract value
Amount after amendments (where relevant)
Current contract value will include any change of amounts contracted through an
addendum modifying the contract.

13. IPA EU - Paid amount
Total amount paid under the contract; i.e. pre-financing payments + amount of
invoices directly paid — recoveries).

14. RAL
The ‘reste a liquider’ is the 'Outstanding commitment'
The amount committed but not yet paid out to beneficiaries and contractors
from the IPA EU amount.

15. IPA EU - Recoveries
Total value of recoveries (both pre-financing recoveries and expenditure
recoveries) made under the contract (where relevant).
cash transfers, which have no impact on total cost. Occasionally recoveries will
be against payments for expenditure, which were initially accepted as eligible
but subsequently rejected on the basis of new information. Expenditure
recoveries will reduce the total reported cost on the contract (please see point

19.).

16. IPA EU - Pre-financing paid
Total value of pre-financing paid under the contract (where relevant).

A
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Pre-financing is a payment intended to provide the beneficiary with a float}i.e. a
cash advance. As such, it is paid before the goods and services are delivered (in
the case of procurement contracts) and before the occurrence of eligible c?sts by
beneficiaries (in the case of grant agreements). Pre-financing is recognised|on
the balance sheet when cash is transferred to the recipient.

17. IPA EU - Pre-financing cleared
Total value of pre-financing cleared.
The payment of pre-financing is recognised as an asset. In accordance witfll the
relevant accounting rule, the pre-financing asset is generally derecognised|{i.e.
cleared / reduced) as follows:
* if the amount of an interim/final invoice or cost claim, or part of it, is justifying
the use of a pre-financing, then the validation of these eligible expenditureé will
generate a clearing of the pre-financing; :
» if the beneficiary does not use (part of) the pre-financing, then the pre-
financing amount will be partially or totally recovered from the beneficiary.

18. IPA EU - Open pre-financing
The totals from 16 and 17 will give the total open (un-cleared) pre-financing paid
under the programme, i.e. pre-financing paid — pre-financing cleared

19. IPA EU - Cost recognised
clearance of pre-financing under the contract) and proven by supporting
documents.
— 14 (RAL) — 18 {IPA EU-Open pre-financing) — 15 (IPA EU — Recoveries) Please
include in the calculation of the ‘IPA EU — Cost recognised’ only recoveries of
expenditure reducing the recognised cost (+19 bis (IPA EU — incurred and
accepted cost not yet paid} — ONLY if you are not able to implement a separate
column 19 bis in the report)
Costs will represent the eligible value of work that has been:
@ incurred under the contract, accepted, paid by the contracting authority
(directly or through cleared pre-financing) and proven by supporting documents,
g incurred and paid by the contractor (where relevant - to sub-contractors ‘or by
grant beneficiaries, for example) and accepted and paid by the contracting
authority; In the case of interim costs the final acceptance is understood to
depend on the final outcome of the contract.
Note that:

required.
* Amounts committed but not paid are not costs for the purpose of this report.
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* Pre-financing paid either by the contracting authority or by the contractor
(where relevant) is not cost.

19 bis. IPA EU — Cost incurred and accepted but not yet paid
Examples are:
* invoices in the workflow that are certified correct {incurred and accepted) but
that will be paid only in the following reporting period or
* retention monies.
this column in your report please add the respective amounts exceptionally
directly in column 19 notifying the reason for their inclusion stating: ‘Column 19
include cost incurred, accepted but not yet paid, in the amount of {...)’, for the
following reason:’(...) or inform us in a side letter of the relevant amounts per
contract.
Please further note that the amounts inserted in this column are considered as
cost incurred and accepted only for the purpose of this year-end cut-off report
but not for the purpose of the Annual Financial Report or the Request for Funds
where only cost recognised (incurred, accepted, paid and proven by supporting
documents) should be considered.
Where costs are reported with an invoice (usually procurements)

20. Cost in workflow - invoice amount (before assessment of amount eligible)
Invoices and reports received but not still approved.
Where there is no invoice and costs are identified from a financial report {usually
grants)

eligible})
Reports received but not still approved.
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Annex V to the Financing Agreement
Accrual Based Accounting System Minimum Specification

The accounting system of the IPA III beneficiary shall meet following requirements:

1. Reflect the organisational structure put in place for the internal control systems sui 1ed to
the performance of duties. In particular before an operation is authorised, all aspects:(both
operational and financial) of the operation have to be verified by members of staffi:other
than the one who initiated the operation. The person dealing with the verification cannot
be subordinated to the initiator of the transaction. 1

2. Include an audit trail for all transactions and amendments.

1
o F

3. Possess adequate physical and electronic security including back-up and recovery
systems.

4. The accounting system should hold at least the following information for the llocal
" contracts managed under each programme:

(a) Contract reference;

(b) Contract value including any amendments;

(c) Contract signature dates (both parties);

(d) Contract implementation start date;
This is in addition to the contract signature date and may differ from it, as wheln the
contract works start date is given after the signature of the contract through an
Administrative Order,

(e¢) Contract implementation end date including any amendments;

This is the final date on which eligible costs can be incurred. It does not includelany
guarantee period or time allowed for report preparation by the contractor.

(f) Total paid (cash) by contract;

(g) Pre-financing paid by contract;

Explicit recognition and recording on the balance sheet of contractually required|pre-
financing.
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(h) Cost recognised — direct (by contract);

Explicit recognition of cost as a charge to expenses for the year. Some. payments will
directly cover costs already incurred. No pre-financing is involved. They may be final
payments where any pre-financing has already been cleared or interim payments
where pre-financing has been cleared or where the confract does not include the
provision of pre-financing,.

(i) Cost recognised - indirect (by contract);

Explicit recognition of cost as a charge to expenses for the year. Some invoices or cost
claims submitted by a grant beneficiary or contractor will relate to costs that are
covered by pre-financing paid earlier in the implementation period of the grant
agreement or contract. In these cases, the payment made will be less than the reported
cost. It may even be zero if all the cost i1s covered by pre-financing, (it will certainly be
zero if the reported costs are insufficient to absorb the pre-financing and a recovery
order is issued for the unused balance of the pre-financing.) In all such cases the
system should record the full value of the reported eligible cost as expenses for the
year and reduce the balance of pre-financing by the amount of cost offset against the
pre-financing when determining the amount payable.

(1) Recovery orders to reduce pre-financing (by contract);

Recognition of the reduction of pre-financing on the balance sheet following a
recovery of unused pre-financing.

(k) Recovery orders to reduce cost (by contract);

When a recovery is made against cost that had earlier been accepted — possibly
following an investigation for fraud. In such cases the recorded costs for the year must
be reduced if the cost was accepted in the same year as the subsequent recovery; or
mcome must be recorded where the cost was accepted in an earlier year than that of
the recovery.

(1) Supplier's invoice date for each invoice or other document accompanied by a financial
report giving rise to recognised costs;

(m)Recovery context information on ineligible cost and recoveries.
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IPA III - APPLICATION FOR MAJOR PROJECT!

1. SYNOPSIS
1.1. Project Summary Table

"Project Title ﬁfﬁgj "I

Multi- annual Operatmnal Programme on [sector (). i%e., envnonment]
SR e e T, i

favour of [Beneticiaryicountry] for [
Multi-annual Adopted with Comm1ssmn decision [# late |||
Operational OPSYS/PINTV Ref : [#:In"case  the, Major. pro_]ecis ‘will exist as separate
Programme enegutles A @PS}_@]

JAD Ref: ]

ACT Ref : [#]
Basic Act/ Financed under the Instrument for Pre-accession Assistance (IPA 1)

Programming Ref. | IPA III Programming Framework

Economic and
Investment Plan

(EIP)

EIP Flagship

Team Europe ﬁfmg |
Beneficinf‘(y)/ (ies) The actlon shall be camed owt in <Region>, <Country>, <locat1([n(s) if
of the action dvail ab1e>

' How to fil] in the application form:

Guidanee in yellow — follow the guidance, enter the requested information or address the subject, then delete the guidanee in
yellow with the brackets

Guidance in grey — choose the refevant options and delete the irrelevant ones.

? Priority arcas: 1) Transport (linked 1o 1PA 111 Tag "Sustainable Transport), 2} Energy (linked to IPA 111 Tag "Clean En _:"y "),

3} Enviromment and climate resilience (linked to IPA 111 Tag "Green Agenda"), 4) Digital (linked 1o IPA III Tag "le]lﬂl
Agenda"), 5) Economic development (incl. private sector, trade and macroeconomic support) (linked 1o IPA IH Tag "B(“( sting
Private Sector Development” and "Regional Economic Integration™), 6) Human Development (incl. human Ldpit‘ll and yputh)
(linked to IPA 1] Tag "Human Capital” and "Innovation"), 7) Health resilience, 8} Migration and Mobility. Y} Aeric Jl[ure,
tood security and rural development, 10) Rule of law, governance and Public administration reform (Iinked o IPA 1y Tag "
Rule of Law, Good Governance and PAR", 11) Gther.

* The share of the priovity areas should be linked to the NEAR EIP sub-tags: Transport, Encrey, Environment and ¢ imate
resilicnce, Digital, Economic development (incl. private sector, trade, and macroeconomic support). Human Dcvclupmcnﬁ‘(incl.
human capital and youth), Health resilience, Migration and mobility, Agriculure, food security and rural developmen b Rule
of law, governance and public administration reform, Other., |

1|Pase VS

.
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e

If relevant, ementmn thesextended; seographicalicoveragesassindicatedim

1 3'be10w

S Ve %»3““@ el

SR
el S

o o

seetlonz

PRIORITVAREAS

Window and
thematic priority

Wmdow [#: namerogthe wmdow]
Thematic Priority: [name of the. ﬂlematlmprlontyj

Sustainable
Development Goals
(SDGs)

Main SDG (1 enly):
Other significant SDGs (up to 9) and, where appropriate, targets:

DAC code(s)*

al e T G e e e o swmran
MainDAC Code=seciort percentages
A LT RN PTG
<Sub-code’l — secto”r”—percentage>
<Stib-code 2~ §ecton percentage Sete!

Main Delivery <Channel 1><Chafiriclcodes

Channel @ example: World BZ’H 42007,

Targets <Please indicate. (xf reievant) ;,t”é WRICH: speﬁthnggtarget(s)**tﬁif};?iéﬁﬁﬂii's
contrlbutmg to, (1ndlcat1vely)g”2ﬁ
O Climate
O Gender
E1 Biodiversity

Markers 3 General policy objective Not Significant Main

{from DAC form) targeted objective objective
Participation development/good O O a
governance
Aid to environment O O a
Gender equality and women’s and O (W] O
girl’s empowerment
Reproductive, maternal, new-born d O 3
and child health
Disaster Risk Reduction O O O
Inclusion of persons with O 0 (|
Disabilities
Nutrition® O O O
RIO Convention markers Not Significant Main

targeted objective objective

Biological diversity i (W} 0
Combat desertification O & 8
Climate change mitigation O B B
Climate change adaptation 0 O B

+ Development Assistance Committee (DAC) sectors (codes and descriptions) are indicated in the first and fourth columns of
the tab ‘purpose codes” in the following document: DAC and CRS code lists - QECD

* For guidance,

see hips:/www.oeced. org/development/financing-sustainable-development/development-tinance-siandards/

Go to ~Data collection and resources tor reporters”,
directive,

select Addendum 2, anncxes 18 (policy) and 19 (Rio) of the reporting

If an action is marked in the DAC form as contributing to one of the general policy objectives or to R10 principles as a prineipal
objective or a significant objective, then this should be reflecied in the logirame matrix (in the results chain and/or indicators).

o Please check the Handbook on the OECD-DAC Nutrition Policy Marker.
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and Tags

Internai markers ’

Policy objectives Not Significant Main
targeted ohjective objét!:tive
Digitalisation O O 0
Tags® O O il
digital connectivity 0 0 i
digital governance O Ol @
digital entrepreneurship 0 0 m
digital skills/literacy m| O @
digital services il
Connectivity 0 O !E!
Tags 0 0 IIE:I;
digital connectivity 0 0O &
energy 0 ] @
transport 0 0 0
health | O EI
education and research i
Migration O O (]
Reduction of Inequalities O O
COVID-19 g O |
- BUDGET“INI‘ORM"ATIOﬁ . i

TOTAL project
cost

EU funding’

Budget Line

i

Implementation

included in the
Multi-annual
Operational
Programme'’

modality

Decommitment Budgetary commitment {year nj: by 31/12/[year n+5]
deadline for each Budgetary commitment [year n+1]: by 31/12/[year n+1+5]
budgetary Budgetary commitment [year n+2]: by 31/12/[year n+2+5]
commitment

Budgetary commitment [year n+3]: by 31/12/[year n+3+5]
Budgetary commitment [yearn+4] by 31/12/[year nt+4+5]
Budgetary commitment [yearn+5] by 31/12/[year nt+5+5]
Budgetary commmnem [yedr: n+6] by 31/12/[year n+6+5]
[tast! budgetary commitment can be at latest 2027]

Indicative eligibility
period

[317/12/8+%5 from last budgetaty commitment]

Final date for
implementing the

[ddte as. pcr the Commission decision of the multi-annual programme -
be 12 years foilowmg the conclusion of the Financing Agreement)]

Should

Financing

Agreecment

Managing Name:
Authority Address:

7 These markers have a ditferent scope/rationale than the DAC codes. They are drawn from the level of budeet allocati
emphasis given 1o the action in terms main objeciive(s) selected. The definition of objectives, results, activities in desc
of the action should be in line with this section.

® When a marker is Significant or Principal Objective, please indicate the relevant tags by selecting "YES™ or "NO™.
? As requested by the Major Project Application
19 As per the relevant Commission Decision

on and
piption
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responsible for Contact:
the application Telephone:
E-mail:
Intermediate Name:
Body for policy Address:
management (if Contact:
applicable) Telephone:
E-mail:
Intermediate Name:
Body for financial | Address:
management Contact:
Telephone:
E-mail:
End recipient of Name:
the project Address:
(project owner Contact:
after Telephone:
implementation) E-mail:

P i M
A

1.2. Summary of the Progect (

ThlS sectxon should prov1de a;?
mdlcatlve activities and how%’,
PIIQgE'amme-

2. PROJECT DESCRIPTION

2.1 Intervention Logic and Chain of Result

2.1.1 Proiect Context

vy

by this application;: compare it.with the level of 1nfrast 1 ptureﬂendowment died for by target year
20XX. Summarise the main changes which’ ‘the p[O_]'CCIfW]H brmg ]

[Describe briefly the relevant National Investments Planmng and/or Sector Pohcy/Strategy presenting
the ﬁnancmg mechanism envisaged by 1 the Govcmment tor 1mplement thls pIan and Indicate how this
project is prioritised/ranked in the natlonal mvestment pIanmng /smgle pI”O_] ject pipeline (if applicable).
Indicate the synergies of the- -..proj ect swith ~ other local/reglonallnatlonai or intemational
initiatives/projects]

[Describe the institutional arrangements foreseen for the implementation of the operation and current
capacities of the institutions involved. Information on the management bodies the completed
infrastructures to be included in section 3.3.1.

[Include also details on sustainability of the’ Project, i.e., if and to what extent the benefits/results
(outputs and ontcomes} achieved are likely to continue beyond its implementation period. In particuolar,
the section should include at least some of the key factors impacting on sustainability, such as the level
of ownership of the beneficiaries, their institutional management capacities, resources that they
commit to provide for the operation and maintenance of the results once the Project is completed.]

2.1.2  Project’s objectives, outputs and project’s comtribution to the Multi-annual Operational
Programme

4|Purge

N
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PR e ﬂ»wﬂimv’ T

[)escrlbe theﬁiéspemﬁc objectlves and: outputs, of ‘the pro;ﬁe% nd sdelmetthe lggi reiated “}fperfoﬁ“n?ihgé

X ks 5 S ran e Sy ‘7}3"‘“ A
1ndicat0rs and; targets* In:a: conmse‘aud\prf:ms%%manner make *llﬁkﬁﬁ]th‘;the?objectl -of the relevant
‘*i} St RE e o e SO DRy T “‘5;‘ ¥ ”‘fﬁiy\(xsz d&’i@%ﬁ 1% %‘1« K}} ’E G R
Mﬂgﬁlﬁt} annual @peratlpnaL Prpgrangme LS. target%deﬁnedmgli f§§Descrﬂoe o which
mdl‘catorswthe ‘project. conmbutes to, and quantlfy sthis: ontnbuuon]

2.1.3  Transboundary impact of the project

Yes !]l\fo
Has the project any immediate trans-border impact? ﬁ“
Does the project have impact on the EU? ?if%j
Is there any negative transboundary impact identified? gf:ﬁ

*’&W*”“’J‘;"W“‘?{
pacts :

«m FUESRGEL T S ey R RETTY " u l‘&'& e
[éﬂ §#Section ref ncludmg% ronmentalﬁaﬁdy llealth
S o ‘ :g,% SRR \,ﬁ

cgu oth iy acts: e tnd atyﬁat iSeant. gmﬁcant*effects o
the»enwronment n another ‘state!. (accordmg tor the EIA Directlve

( jjjw’h FS descpbe the 1mpact “ofithe pro_]ect beyond the' borderswfﬁ;{lheﬁbeneﬁmg“?y‘ C( ﬁgggtryy:éj'?gl%gﬁ}e

I e AT AN L
ji "Focus'on NLITIpacts e on nver.,b_as:lns, séas 'a}g(ijan In:thi§ conte (t%pgojpctsﬁg%%;qm

Et,o&tglgﬁsez;l‘sﬁof t}%gﬁuropean marine reglons (i.e: he‘ Meduerranean‘beaggndﬂb Bl
‘ tention: Jeci.

¥
gy ex lamg the E&{J
any Specﬂ' T agreement wztlr aggexghbourmgacount?“v orE

(2)~I£NO explaln,why the: prOJect ‘¢an be conszdered,,of EUémterest%

S

e AR chmm
Convennon on Enwronmental Impact Assessment in,a: Transboundary;Contexh(Espoo Conventm nf)f:;j]

2.1.4. Gender Impact of the Project

[Beﬁne ifithe projéct is gendet- sensitive. Was a. genderiiﬁi5§3WM§naiﬂysis?%ﬂ8ﬂdﬁ iﬁifé’e“;lf yes, provzci{jé in
brief the: outcomes of the analysis and specify thevmeasures thatihé‘ve r

gequallty prmc1ple If not, an explanation/justification’should be;provxded ]

2.1.5  Roma inclusion

[Deﬁne if‘the project contributes to Roma inclusion and if so: pr0v1de details. Are-Roma part of the

targeted group? What are the specific measures identified? Were Roma néeds considered in the in npact
assessment?]

2.1.6 Endusers

[Describe the various groups of end users and their interest in the project. ]

" The project has to contribute to achieving the objectives of the relevant Multi-annual Operational Programme and its
indicators
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2.1.7 Communication and Vrsszhty

- Vs
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3. MATURITY.OF THE PROJECT

3.1. Project Timetable

[Provide an indicative timeline for the project :dEoEaEm:om Foreseea,

LR

separate, QEQ ::m for omor oobc.mg

epl TRt

T W

Pk

b g g

Eﬁmﬁ where 35§E 4558 the application

g e

concerns a project stage (see section 2.2.2), ciearly indicate the elements of. the; o<9.m: «project for which assistance.is "being. mocm:ﬁ by this mg:omsos.
Provide the implementation details for each line/stage.]

infrastructure development

Covered by Start date | Completion Implementation details
this (A) date
Application {B)
(Yes/No)
1. Studies and analysis dd/mm/yyyy | dd/mm/yyyy
a. TFeasibility study,
including ....
b. CBA....
¢. Other (specify)
2. Environmental impact dd/mm/yyyy | dd/mmvyyyy
assessment
3. Climate proofing 2
4. Conceplual engineering design dd/mm/yyyy | dd/mnvyyyy
5. Urbanistic planning for dd/mm/yyyy | dd/mm/yyyy

* Commission Nolice — Technijcal euidance on the climate proofing of infrastructure in the period 2021-2027 - Publications Office of the EU (europa.eu)
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6. Final (detailed) engeneering dd/mm/yyyy | dd/mm/yyyy
design
7. Preparation of Tender dd/mmfyyyy | dd/mm/yyyy
documentation
8. Permits/Licences'” dd/mm/yyyy | dd/mm/yyyy
a.
b.
9. Land acquisition dd/mm/yyyy | dd/mm/yyyy
10. Procurement and contracting dd/mm/yyyy | dd/mm/yyyy
procedure(s), including technical
audits
11. Construction phase dd/mm/yyyy | dd/mm/yyyy
12. Defeet notification period dd/mm/yyyy | dd/mm/yyyy
13. Operational phase dd/mm/yyyy | dd/mm/yyyy

1* Add a line for each permit, i.e. water abstruction permit, construction permit, etc.

8|Page
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3.2. Admmlstratlve Context and Requlrements

provade md:cated datcs for; 6btammg the“femalmng docur}aents i

3.3. Project Feasibility and Maturity

{Summar;se tHe: methodology%ndﬁth&malnﬁﬁndmgsé’ofathe preparatoryfphase 1

3.3.1. [Feasibility studies

TR . R U T T I T T T, L g eysl Qs .
‘Unionassistanceis/was involyedin the financing of the feasibility; studies]

[Descnption of tHeSii amtlong‘ Siikas (Doforeqh

a) Demand analysis

w YL E g

[Prowde as

the eiion
and the demand growth'raté"i]

b) Options considered

L R e
[Outline thé:alternative options considered-imtheifeasibility;studies.]

Technical description of the proposed infrastructure

wﬁ{% W%J%eﬁﬁ“ l\Mwagedfcapgd&;of “the main infrastructure,

an»:d%é“iz g@v_‘]gctedgemand : cludmg for each*p{}OJect
: o} be,employf:d and:relevant: technical standards

fﬁa ctu
é techmcalsdescnptmneof the?ﬂﬁ@ ect’gj hould be:aé%%mpamed by necessary lgaly_oug

Project cost estimates

sed to- estlmate%the costs{@dd" %broakdo{{'n w1th unit rates and a summary
oo
ablé ]

P m. pyt=Pa

[Descnbe the methodology
of the bill; of quantmes 4 app

Implementation stages

Yes No

Is the full project organised in stages?

Has the project already started?

[Where the project is considered only Va‘stgge of a’iﬁjgger project, provide a description of all proé!xlased
stages of implementation and explain if they are technically and financially independent. What criteria
have been used to determine the division of the:project into.stages?)

Arrangements related to infrastructure

[Describe how the infrastructure will be put in.place. Focus on the contracts type, selection process of
the operator and when applicable, structuré of PPP/concession, infrastructure ownership arrangements,
risks allocation arrangements, etc.]

Management of the completed infrastructure and operating costs

[Define the body which will manage the infrastructure afier the completion. Provide a de ﬁiled
description on the maintenance of the realised investments (funds, human resources, responsibilities,
cte.).]

VS§
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3.3.2.  Financial analysis and Economic appraisal

?If'hgy follcvwmgfssectlonr étructuredxto’éreport or'a fully fledged cost-beneﬁt analy51s However under the
I O
sion: ohc,

y“2021&§a92w§hé%§ﬁcommlc aphiaisal vademecuin -2021:20274 ailows 10 use ~Other
evaluatlommethodologles
The keyw/elﬁ ments’iﬁ:om*the;ﬁna%%gﬁﬁlizsis

m”\*-’ o & G S
Qqscglptl o %Sf:%ﬁt}fws "’%%31 dology%hq,,ff )

apphication:as:Annex:LVi

A) Financial analysis (if applicable)

Operating costs and Revenues

EUR million

a)_ Annual operating costs (as per the cost-benefit analysis)

b) Annual expected revenues (as per the cost-benefit analysis)

S R S e

“breakdown;&ofg@&M”costs dlstmgulshlng between variable,and fixed, operatmgmand

IR TW%%%* s e T e e i i
'—»—Browdeeumtx:cosf assumptionsaused;foriestimating the O&M costs.b) Revenues

PR R SRR,

If the pro1ec§15€expectedﬁt énerategevenue‘s. explain:

A I N SR It -
‘theirevenue 5 S.OTich rges borne by users or other form of arrangement"*reference

St R

mlgm Iff{zjg: vant, regulatorgg?wframework -and:tariff- settmg principles, where relevant

prgwde detalls(

Affordability and Financial Sustainability

Prowde ewdence of the:pmJect financial sustainability (non-negative cumulated net cash-flows over the
reference period);

iy

Where relevant,

Lol Explain. if- tariffs arefset at full-cost recovery level, e.¢. covering-operating costs, depreciation
and' retum on cap1tal

o If tariffs-are set at below full-cost recovery: (i} provide a justification based on an affordability
analys1s (e.g. benchmarkmc the average annual expenditure for project good/service as a share
of average / median and/or lowest-decile household income / expenditure); (ii) explain how
financial sustainability is achieved (e.g. subsidies, transfers); (iii) indicate how tariffs are
expected to evolve over time to ensure cost-recovery in the longer term.

14 https://ec.europa.ew/regional policy/sources/doceener/studies/pdf/icha guide.pdf

htips:/fop.europa.en/s/vBiT

[0|Page US
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B) Economic analysis

a) Methodology
rﬁ%{d’c“l‘e‘% ”swﬁ?’:‘?ga'és%g&%;omof meth d$ it ’wé: (ke ;wgssumptlons “made in-valuing: ‘costs
frd R cf £ F o

f neﬁts);and thé{ﬂmamfind %g@; of the ecoﬁgowmlc analysm)]

b) Main costs,benefits and indicators (if a CBA is carried out)

Main parameters and indicators Values I
Social discount rate (%) 1
Economic rate of return (%) i
Economic net present value (in Euro) il
4. Benefit-cost ratio i

bl i fa

c) Employment effects of project (if applicable)

———— ;
i 'e;;ammdlcéitlonfof th%g%umbs:r@_

“be e eated (in‘full- tlme equlvalents ib TE)
: libllc mfrastructure 1nvestmennts

Number of jobs directly created: No. (FTE) Average duratloq! of

(A) these jobs (month's)
(B)

1. During implementation phase [ i
2. During operationai phase Il§
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4. ENVIRONMENTAL IMPACT

4.1.Project contribution to EU climate and environmental policy and legislation

G)utllnegilcg}v%doestthe/projectwcpntrjbuteqto EU clifnate and env1ronmentalqpohcy and"leglslatlon*'also

RBRR R
SUmmarsne e the,gﬁndf 195t0F

g‘;}"‘ A T P, ép\‘ 8
a) Howggthegpm_]e(_:t%contrlbute

changg:gpqhoy;%haltmg
%&%gsygi“‘e%"%@éf‘é )iian i

.‘ gl - fi el
seioﬁnatura !rgsources,

4.,2,Consultation of Environmental Authorities

Yes No

Foad

Have the environmental authorities likely to be concerned by the project, been | (£
consulted by reason of their specific responsibilities?

{l

&

»

a

(6 I)ﬁlf&YES%prowde tﬂhgkname(s) and contact data and explain that ”ﬂl]thOI'lt}&S fre§p0n51b111ty5

bt p [t

@Y AENO providehe Teasons.

4.3.Environmental Impact Assessment

e g e yeppge s nimsgan 5

rseklmpacts on the environment and lnman health expected from theprOJec ;and

i % i
1mp]emented to avmd and/or mnnmlse such 1mpacts§&Make a; dlstmctlon

ook A e e R

4.3.1 Development Consent”

Yes No

Has development consent already been given to this project? (B

Has the opinion of the competent envirommental authorities been followed in the
development consent decision? If not, briefly explain why.

Have (and how) the conclusions from the public participation (and transboundary
consultations, if relevant) been incorporated or otherwise addressed in the decision to
grant the development consent? If no, or only partially, briefly explain why.

(1} If YES, on which date?

(2) If NO, when was the formal request for the development consent introduced? By which date
is the final decision expected?

*development consent' means the decision of the competent {national) anthority or authorities which
entitles the developer to proceed with the project.

=

12| Pay

fr

e VS
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LA nBhry

Spemfy he competent authonty»or&authonhes"j

hich has g1ven ora.wallrgwe thé development “donsent.
4.3.2  EU legislation on Environmental Impact Assessment (EIA) in force’

Is the project a class of development covered by:

Yes ; No
Annex I of the Directive ﬁ) l
Annex H of the Directive
Has an Environmental Impact Assessment been carried out for this project? ﬁj
Neither of the two annexes n

~n

ective, provide the following attﬁéﬁﬁ%ﬂtg

e e B AR TR AT e I

ia%% "Noﬁ"techmcalssummary”‘ f the,fEnwronmental Impact Study carried out for«the pro_] e‘::‘clJ

e e L ety
IlfO]’II’!‘J&t]OIl}%O consu tai Ewﬂhfzcompetent environmental authorities, 1nd1catmg« i
R e P B ‘f‘x A
way thejconcerns of; the?demgnedconsultees ,have been taken into ‘account,

"ﬁ%sults oLt the consuliations wﬂlrthepubhe coneerned's
: wof'i ‘?damryéconsuﬁ ﬁagfxisg“ Jtﬁiﬂosﬁe states affected by the project need % b

e'de mgne;fconsult ’s -and coneemed pubhc hive beenitakéjﬁsilﬁ?g

VY.

?cigountfgsﬁéidfbemrowdedﬁ

Evgdence thatsthc: demszon%to grant*f%"orgrefuse development consent has been avax]ablézf )%ﬂi”é

o

bhcrby@““‘é‘bmpetentfgfuthontymj
s
and:

1»1.\;5 1

; prQ]ect “?*'qponents Should be informed that these nza‘
ofad: Statement“ conclusion or certification by the compﬁten

Eoger n pnegmi, ao o e
Insrelation: 1o oL R
T S b g

vepresenied: intheforms

16 See at htips://ec.europa.eufenvironment/ein/index_en.htm .

- a description of the project comprising information on the site, design and size of the project,
- a description of the measures envisaged in order to avoid, reduce and, if possible, remedy significant adverse effects
- the data required to identify and assess the main direct and indirect effects which the project is likely to havejan the
environment on the following factors:
a) human beings, fauna and flora (including those environmentally sensitive arcas which might fall in future under the
protection of the Birds Directive (79/409/EEC, as amended and codified by Directive 2009/147/EC} and Habitats Di ctive
(92/43/EEC),
b} soil, water, air, climate and landscape;
<) material assets and the cultural heritage;
- interaction between the factors mentioned in the tirst, second and third indents.
- any further information which might arise from any of the obligations deriving from Annex IV of' the EIA Directive
'8 The infortnation provided should cover the following:
- the concerned public which has been consulted,
- the places where the information has been consulied,
- the time which has been given to the public in order to express its opinion,
- the way in which the public has been intormed (for example, by bill-posting within a certain radius, publication infiocal
newspapers, organisations of exhibitions with plans, drawings, tables, graphs, models, etc.),
- Has the public been informed and given an early and effective opportunity to participate in the environmenial decision-
making procedure, in accordance with Art. 0 of the ELA Directive?
- explainthe manner in which the public has been consulied (for example, by written submissions, by public enquiry, eic!
- the way in which the concerns of the public have been taken into account.
¥ncluding:
- the content of the decision and conditions attached thereto,
- the main reasons and considerations on which the decision has been based,
- a description, where necessary, of the main measures to avoid, reduce and, if possible. offset the major adverse effeets.

13{Page NS
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TR R ST

*‘%w; onmental authomttea testz)ﬁzmg that all obhgatzorww descnbed m the ztenmabove have
been‘followed and Hesci 1bmg how,

‘_,;? Compete thorlty and
screemng«demsmnﬁhaﬁ%been “made

%’% de Véwdénce that” the determmatlon (the EI'A

avallable to:the public.

w

4.4.Assessment of Effects on Sites of Nature Conservation Importance

Definition of sites of nature conservation importance

a) Sites identified by the competent national authorities as sites to be proposed for the Natura
2000 network as laid down in the Birds Directive (2009/147/EC) and Habitats Directive
(92/43/EEC);

b) Sites listed in the latest inventory of Important Bird Areas (IBA 2000) for candidate countries
or (if available) equivalent more detailed scientific inventories endorsed by national
authorities;

¢} Wetlands of international importance designated under the Ramsar Convention or qualifying
for such protection;

d) Areas to which the Bern convention on the conservation of European Wildlife and Natural
Habitats' (Art.4) applies, in particular sites meeting the criteria of the Emerald network;

¢} Areas protected under national nature conservation legislation,

Yes No

Is the project likely to have (direct or indirect) effects, individually or in combination (]) (2)
with other plans or projects on sites included or intended to be included in sites of
nature conservation importance

Are these effects significant negative, requiring compensation measures according to | (3}
Articie 6 (4) of the Habitats Directive

(1), If.YES, provide a summary of the conclusions of the ap}irépﬁmégféféj§38§smgl}‘tgmcarried out
"according to Article 6 (3) of Directive 92/43/EEC?™",

(2) If NO, attach the declaration, filled in by the relevant authority, gés-’per Annex I of this
application form.

(3) Y YES, provide a copy of the form “Information on projects likely to 11aﬁ?§i‘g’niﬁbant negative

effect on sites of nature conservation importance”, as notified to the Commission (DG
Environment) under Habitat Directive 92/43/EEC?!.

0 OJ L 206 of 22.07.1992
2 Docwnent 99/7 rev.2 adopted by the Habitats Committec (Member States representatives established under Directive
92/43/EEC) at its meeting on 04.10.99.

14|Pag

V§

o




IPA III Financing Agreement for Multiannual Operational Programmes - Annex VI: Major Project Application template
(version: October 2024)

Effects on the ecological status of water bodies

Yes No

Does the project involve a new modification to the physical characteristics of a surface | (1) 2)
water body or alterations to the level of bodies of groundwater which deteriorate the
status/potential of a water body or cause failure to achieve good water status/potential?

?);g;wﬂf%YESwgﬁ V1de%ﬂ1%§sse‘§:s“’fﬁ§nt of thes 1mpacts on the water body and a; detaﬂedsexp]anzﬁ%n of
ﬂall»‘ : %‘ f gwAmcle 4 7 of the Water Framework Dxrectlvefwere/arejto be
Sy inrelalionio

e I
int g%% ofgand/or, mto cc,qugntgall
Y u""{« 3 i :'G e g
relevant:fa Stors (e s«a%better env1ronmentalo tion; cumulative effects etc ‘PI S0 leas”éf""rowde
rele gralbiétiene p sojpléasep

tseedrgn wrma e

m;prnr;)mde' ]ustlﬁcatf“ﬁ?f “Jeach water body why the pro;ect is not: hkely

status/potagﬁnal

4.5.Additional Environmental Integration Measures

Yes No

Does the project envisage, apart from Environmental Impact Assessment, any (L)
additional environmental integration measures (e.g. environmental audit,
environmental management, specific environmental monitoring)?

CORIEYVES specity. +

4.6.Cost of Measures Taken for Correcting Negative Environmental Impacts

Il included in total cost, estimate proportion of cost of measures taken to reduce
and/or to compensate for negative environmental impacts

Explain briefly.

4.7. Climate-resilience and climate mitigation

Explain the main climate related risks, and how they are going to be addressed. If possible usg the
Bulldmg Resilience Index*. Explain the methodology applied.® List the adaptation measures identified
and how they-arg ifitegrated into the project. Clarify if climate change resilience has becn mteoratet!l mto
the EIA foi the project.

2 hutps://www.resilienceindex.org/

23 Use this as a basis Commission Notice — Technical suidance on the climate proofing of infrastructure in the
period 2021-2027 - Publications Office of the EU (curopa.eu)

15|Page
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o e i

nain 1rnpacts on climate expected fromitlie prOJéct (eg: “‘ai'rbon‘;footpnnt ke

nd the measures

; SRl
that will be mpler \ented to avoid and/or minimise such lmpacts 3f possiblesmake awdistmctlon between
E MW-&
lmpactSaﬁ'om ‘the: construcnon operanon and: decomrmssmmng‘phasef‘

chrnate prooﬁng

V§
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5.2.Competition

Yes

Does this project involve State Aid at any stage, including during operation | (1)
of the complete infrastructure?

TEERE N 2

(1) If YES, explamﬂgl 10w, the.competitionitules have been respected. Provide an opinion of the

state aid- aulhonty in: I;;glls ]
[If no, pléase exp]@phn‘degallfth:éﬁggfgﬁ%iﬁbﬁ?ﬁiﬁgw tha}ihEﬁIOJ cﬁgﬁﬂo}aémoj involve siate

aid]

5.3.Procurement Plan

Contract | Contract | Estimated | Procedure Estimated Estimated Estimated
type budget in Type start of the date for contract
EUR procurement contract duration

procedure signature

6. Sensitivity and Risk analysis

6.1.Risk Analysis

6.1.1  Sensitivity of the CBA results

a) State the percentage change applied to the variables tested:

Vartable tested

percentage change applied

Investment

O&M

b) Present the estimated effect on results of financial and economic performance indexes.

Variable tested | Financial Financial Economic Rate | Economic Net
Rate of Net Present of Return Present Value
Return Value variation variation
variation variation

e}
e}
=
<
=
e
o

V§
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¢) Critical variables

B . T W RTER T TEIEERR Y
~=Define’which.variableswere ;1dentified as criticalivariabl

6-1.2 Risk analysis

Id“htlfy the main risks (mcludmg env1ronmentaband%ﬁrﬁ%?’é?%hangemsﬁST 3’%“ what type of
s < ,nalysm weré performed
Category Risks Likelihood Impact Mitigating measures
{Higl/ (High/
Medium/ Medium/
Low) Low)
Risk 1
Risk 2
Risk #

6.2.Stakeholders’ involvement

a) Describe the stakeholders and users andaﬁ rﬁ‘;ﬁﬁ?@have beenélﬁﬁw{fﬁl%&g?&*%ﬂ?d consulted 1i the

project identification and' formulatic staget

g e I, TTURARRR,

;b) Is.there a risk for the pro;ect‘*lmplemegtg;wn%:cqm‘lﬂgg@fromérgszstance froma specific
stakeholders? Reflect this in the table. abovei

7 ANNEXES

List all annexes as requested and provided witl this application
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8 ENDORSEMENT OF COMPETENT NATIONAL AUTHORITY

I confirm that the information presented in this form is accurate and correct.
NAME:
SIGNATURE:
ORGANISATION:
DATE:

I
I~
3
iy
e
P

vs .
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ANNEX I
DECLARATION BY AUTHORITY RESPONSIBLE FOR
MONITORING SITES OF NATURE CONSERVATION
IMPORTANCE

Responsible Authority

Having examined the project application

Which is to be located at

Declares that the project is not likely to have significant effects on a site of nature conservation
importance on the following grounds (provide the name of the relevant site(s), reference number! ithe
distance of the project to the nearest site(s) of nature conservation imporiance, its conservation
objectives, and justification that project {(either individually or in combination with other projects§ is
not likely to have significant negative effects on the site(s) of nature conservation importance and, if
relevant, an administrative decision (i.e. the appropriate assessment screening decision)):

Therefore an appropriate assessment required by Article 6 (3) of Habitat Directive 92/43/EEC was|not
deemed necessary.

A map at scale of 1:100.000 (or the nearest possible scale) is attached, indicating the location offthe
project as well as the sites of nature conservation importance concemed, if any.

Date (dd/mm/yyyy):

Signed:

Name:

Position:

Organisation:

(Authority responsible for monitoring nature conservation imporitance sites)

Official Seal:
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IPA JII — Model of Operation Identification Sheet

AT S

@oﬁbggysed for. non-major : projects’” I max 6 pages)

1}  Title of the Operation:

2} Managing Authority:

3) Intermediate bodies responsible for the Implementation of the Operation:
4)  Compatibility and coherence with the Operational Programme

4.1 Title of the programme
4.2 Title of the relevant Area of support

5) Description of the Operation

5.1 Contribution to the achievement of the Operational Programme: Descir? ghewpemz‘zog}ggwié

backgrouggfghﬁ oW the. ope & jon contmbutes to:the; adzzeve?:ﬁjg}%tﬂgof tlre'objectwes %ﬁf he

:gyeq;é

OperatzonalffProgmmme and of the relevant area-of support

5.2 Overall Objective of the Operation: Explain;in one septerice
e g

5.3 Specific Objectives of the Operation: E).plam in one’sentencé

5.4 Outputs ?ﬁegﬁeimdm&?&n the outputs* of this. operauon*and*hgﬁ;?éf&they rglate»wzthgthefor egiﬁ
theWultz“Ann”ifia&Qperatzoﬁal programmes of the; relevant-areas; ofist suppon)

5.5 Indicative activities:

5.6 Indicators: Pleasa?ﬁgé: I?i;hcators that are: relevant “forthe acnomﬂ'om?ﬁi j}?&‘ﬁdﬂ%ﬂ%ﬁ?’?
F rameworkz
5.7 Indicative location(s):
B arzi
5.8 Duratlon - Duration.o f the operatzon cannot exceed the final da!e of eligil g!bthty of expends [1re

Ey .
setém IheﬁFmancmg Agreement

TR SVERTLY PRy 2 g

59 End rempu:nts and target group(s): identification of the category and group of ggtttmgq@

mEags o

orgamsgtzons dnd social and economic partners who will be elngble for
“3dig T
%ach Eachyity.

6) Implementation arrangements

o st weffbin e

.
6.1 Institutional framework: Institutional arrangements foreseen for the’ zmplementatmn“fo C[i!he
T K 7. .

opemtton eg»« operdation coovdination unit, steering commzttee *-:reg:onal fan /oF
provincial authorities, technical assistance team

6.2 Proposed monitoring structure and methodology: Who will be responsible for: momtorzr g.of
the operauon how will the operation be monitored, what will be. the workﬂow and
gmeportm o lines

7y Maturity

-

7.1 Required procedures and contracts for the implementation of the operation and their
sequencing:

List the type of procedures (call for proposals, direct implementation by national institutions
withowt prior call for proposals, divect agreements with international organisations, etc) anc bhe

! Thresholds for major projects are indicated in the Financial Framework Partnership Agreement — Art. 16

2SWD 2022 445 1 EN document travail service paril v2.pdf (europa.cu)

A
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(version: October 2024) _
correspondmg contracts (grant; contr\ cts *?“‘%conti dbution agreements qwtk mtematmnal

g e * 5“ ,,,,, e
orgamsatzons,_,serwces, «supphes works, etc) for’the propose actmtzeshgtogether wn‘h thetr
itzg%zelmeianqg%sequencmg, mcludmg expected start. of tenderz : xpegted{stqg;t of operatzon and :is
dumtzo =Rlduse.adda jusrzj‘ cation foreacl implenient ation iiodd _ﬁqugc%:ﬁ‘fed ‘especmlly"”m case

%d:rect;cgmnts orfconmbut:on“agreements&wzth nte nafzonalé"‘rgamsatzons areforéseen.

7.2 Supporting documents

F oF ’gaoh ofi ihe type of ) procurement procedI,i’}%g.gwf;1?1%@;wmﬁ%ﬂir 77 indic catefwhat sqpport:ng
5 SRR S e

docyn:gnrs are-available. (. tender. doss:ers% °n efe::g&:ﬂe ie hmcalﬂ_ ecifi ca;:onsmcalls for

hxﬁp@fﬁls;""roﬁ hwinning fi f che) x:mrlud’mg,*yr apphcable,ﬁr inﬁastrztc ¥ JI‘OJECIS sdesign studies,

RS Bl 3 o

LUCHILE
environmental impact assessment (EI4 )5’ cost—benef tgna@SJSes

«wwjm- Sa b

(CBil)eich
8) Risks and assumptions

9)  Sustainability:

IR T

- }jganrggfo Wwhatiexien *fhe benef is/results
ile

I;cmde\detmls on the susfmnobzhty of i the Oper%lonwﬁ

T grp a3 SRR AMBEE e s
Vu _mgs cmd outcomes) achzeved are likely { to: contmuekbe ond;ggz Sle ;ie??ytz% d In par:{g\cular
th esectionShould include at least some of thé key ﬁzcto ; %ﬁizﬁﬁﬁﬁzg ? ?”t‘ imability ,%such as the level

o_)quvgnersth of the benej’zczanes their mstxtut:onal managementzcapacn%%g ' 050 .cezﬁhat they comniit
rogprovzde Jor the: operation and mamtenance > of thesresults:ontesthe Operatzo .18 c_‘om'pmlgged.

10) Gender equality and empowerment of women and girls, equal opportunity, Roma, minorities and
vulnerable groups {(where relevant):

Please:mdtcate how the project contrzbutes to thbgwﬁ%mot%%ngof 5 ge. °3§ﬁ?ﬁdﬁwand women/gtrls

empowerment Def ne if the project is gender s sens tive. W_ end »;;%p 7} L; naly s'conducted: ?’If yes,

m brzef thexoutcomcs of the analysis anfl ) zfjhtheamed Fesitha zde%ﬁtzf ed to ensure
: . e ;wgﬁ%‘%m&. gy T
sender equahty prmczple Ifnot,-an explanatton{] stzf cation:should:be:provided:

AT

‘Please'zdemyjz the Stakeholders (pubfzc and/ortinon—stategactors)‘ﬁ%ost affecre "’by h

ST by o .
addressed by his dction, thezr roles and mandates and anyg,m %é%n _rga@saﬁgnal and/or"capaczty
iSsues 1o’ be covered. by the action. Specific attennon 5 u{ﬂdﬁbégpai d Ic \izfvgéo'iéti : lf{zmble groups —
zncludmg Roma - Who could be positively,or. negatwobz Jj" e gbyxthei’actzon%nc[ud & risks of doing
harm (not Ieast infragile and conflict-affected: seftmgs B

s,yf?étt as the stakekolders répresenfm @ them

11} Requested financing from the European Commission:
(The Union contribution should not exceed 85% at theﬂ{g;gél?)??hé‘jg?efofwﬁ;opow
12) Co-financing: (please identify expected total bontribg{ﬁoﬁjfjjfgi;@j
13) Budget breakdown:
(Indicative, per type of procurement procedure, including: esﬁi?%az;g{d’ ‘fotal cost, IPA contribution,
national public contribution and private contribution)
- Oumly for operations including infrastructure projects -
14) Financial Analysis and Economic Appraisal

(if applicable - Please refer also to guidance contained in the corresponding section 3.3.2 of the Major
Project application for reference)

Please present the key elements of the financial analysis, including the estimated Operating costs and

Revenues, the affordability and Financial Sustainability of the proposed investment, the economic
analysis (including the methodology used, the main findings and the main cost, benefits and indicators

?)
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IPA IH Financing Agreement for Multiannual Operational Programmes - Annex VII: Operation Identification Sheetitemplate

(versmn October 2024)
K Iaeasighe Soczal&dtscount rate the econoiic rateof return:;th
benef' {-COst ratto)

R
S

15) Environmental Impact Assessment

g ‘* 0, - e ey wa...rng;-»@wﬁgy‘w :’W”W@Wﬁ% ey
—please rqfeng hecorr spond:ng SectzonsA Standi4: Lof-the-Major-Erojec plz CAion
o R T

Cls 1 ihe envzronment and humanﬁlzealthi xpected%’ﬁ’om&”th proj c:t, and
mplem o avoid ana’/or minimise-si 'imp ctsgx?iMake a“dzsz‘mctto;g;be 1
Impacts?ﬁomfthe consfmctzoﬂ operationiand ¢ decommrsszonm 7, phc.‘rses’g

HasdVelopment consent already been given to:thisiproject?

Ifiyes: ggorwvhl(;f??datt‘.?
If‘no “*whenﬁwas gthe;fg}mal request for the development*consentﬂntroducedz;andfby.zw’hzc date
SEESTSRL S Gats
is theifmal decmon expected‘?
W Sl T s iz
iS‘pecz_ﬁ) tke?comperenz aﬁhonty or: authorities, which; %as -or Have g:%rjgortmlgggwe&thegdevelo me%}
i w-»é ..... Fe el -
consenttSummariseithe esults of:; the consu]tatlons w:lth the pubhcsconcernedﬁ
Is thé;.zpri?ii‘ecf:aiéla55§oﬁd§y;eiqppent' covered by:
Yes “ No
Annex I of the Directive
Annex II of the Directive
Has an Environmental Impact Assessment been carried out for this project?
Neither of the iwo annexes
Yes No
Is the project likely to have {direct or indirect) effects, individually or in combination with
other plans or projects on sites included or intended to be included in sites of nature
conservation importance
Are these effects significant negative, requiring compensation measures according to
Article 6 (4) of the Habitats Directive
Effects on the ecological status of water bodies Yes || MNo
Does the project involve a new modification to the physical characteristics of a surface
water body or alterations to the level of bodies of groundwater which detericrate the
status/potential of a water body or cause failure to achieve good water status/potential?

16) Climate-resilience and climate mitigation

[Please refer to the corresponding section 4.7 of the Major Project application for reference]

Explain the main climate related risks, and how they are going lo be addressed. If possible, use|the
Building Resilience Index. Explain the methodology applied. List the adaptation measures identified
and how they are integrated into the project. Clarify if climate change resilience has been integiqted
into the EIA for the project.

[9'5]




IPA III Financing Agreement for Multiannual Operational Programmes - Annex VII: Operation Identification Sheet template

(vers:on OctoberKZ_‘QZﬂ) -
e thcﬁxxhp ci‘ed *’ﬁ‘om fh& pro;e ff‘? am! the measures that wzll be
i) b e y -

uSE . SUCH;

y

operat:on and a’ecomn' gszomng-— g
b zmplemente’d*ro ensure: fi5" clzmate proof ing.

v§



