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I have the honour to acknowledge receipt of your letter dated 26™ November 2009,

The European Commission notes that the Exchange of Letters between the European
Commission and the Government of the former Yugoslav Republic of Macedonia, which
constitutes the signature of the Financing Agreement concerning the IPA 2008 CBC
Programme between the former Yugoslav Republic of Macedonia and Albania under the
Instrument for Pre-accession Assistance (IPA), has been accomplished.

However, this Exchange of Letters cannot be interpreted as acceptance or recognition by the
European Commission in whatever form or content of a denomination other than the former
Yugoslav Republic of Macedonia.

Plecase accept, Minister, the assurance of my highest consideration.
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Erwan FOUERE
Ambassador

H.E. Mr Vasko Naumovski
Deputy Prime Minister for European Affairs
Government of the former Yugoslav Republic of Macedonia

Mito Hadzivasilev Jasmin 52V, 1000 Skopje
Telephone: (+389 2) 3248 500; Fax: (+389 2) 3248 501
E-mail: delegation-fyrmacedonia@ec.europa.eu
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FINANCING AGREEMENT

THE GOVERNMENT OF THE FORMER YUGOSLAY REPUBLIC OF
MACEDONIA

and

THE COMMISSION OF THE EUROPEAN COMMUNITIES

hereafter jointly referred to as "the Parties”, or individually as "the beneficiary
country” in the case of the former Yugoslav Republic of Macedonia, or “the
Commission”, in the case of the Commission of the European Communities.

Whereas:

(a) On 1 August 2006, the Council of the European Union adopted Regulation
(EC) No 1085/2006 establishing an instrument for pre-accession assistance
(hereafter: the "IPA Framework Regulation"). With effect from 1 January
2007, this instrument constitutes the single legal basis for the provision of
financial assistance to candidate countries (currently Croatia, the former
Yugoslav Republic of Macedonia and Turkey) and potential candidate
countries (Albania, Bosnia and Herzegovina, Montenegro, and Serbia,
including Kosovo according to United Nation Security Council Resolution
1244) in their efforts to enhance political, economic and institutional reforms
with a view to their eventually becoming members to the European Union.

b On 12 June 2007, the Commission adopted Regulation (EC) No 718/2007
implementing the [PA Framework Regulation, detailing applicable
management and control provisions (hereafter: the "IPA Implementing
Regulation").

(c) Community assistance under the instrument for pre-accession assistance
should continue to support the beneficiary countries in their efforts to
strengthen democratic institutions and the rule of law, reform public
administration, carry out economic reforms, respect human as well as minority
rights, promote gender equality, support the development of civil society and
advance regional cooperation as well as reconciliation and reconstruction, and
contribute to sustainable development and poverty reduction.

For potential candidate countries, Community assistance may also include
some alignment with the acquis communautaire, as well as support for




(d)

(e)

(f)

(g

investment projects, aiming in particular at building management capacity in
the areas of regional, human resources and rural development.

The Parties have concluded on 30 October 2007 a Framework Agreement
setting out the general rules for cooperation and implementation of the
Community assistance under the Instrument for Pre-accession Assistance.

This cross border programme former Yugoslav Republic of Macedonia and
Albania was implemented for the year 2007 by the financing Decision
C(2007)5995 of 10 December 2007. A new financing decision needs to be
adopted for the implementation in the year 2008

The Commission adopted on 7 August 2008 the Cross-border programme the
former Yugoslav Republic of Macedonia - Albania under the IPA Cross-
border Co-operation component for the year 2008 (hereafter: “the
programme”). This programme is to be implemented by the Commission on a
centralised basis.

It is necessary for the implementation of this programme that the Parties
conclude a Financing Agreement to lay down the conditions for the delivery
of Community assistance, the rules and procedures concerning disbursement
related to such assistance and the terms on which the assistance will be
managed,




HAVE AGREED ON THE FOLLOWING:

1

THE PROGRAMME

The Commission will contribute, by way of grant, to the financing of the following
programme, which is set out in Annex A to this Agreement.

Programme number: 2008/019-919 (CRIS)

Title: Cross-border programme the former Yugoslav Republic of Macedonia- Albania
under the IPA Cross-Border Co-operation component, for the year 2008
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IMPLEMENTATION OF THE PROGRAMME

The programme shall be implemented by the Commission on a centralised
basis, in the meaning of Article 53a of Council Regulation (EC Euratom) No
1605/2002 on the Financial Regulation applicable to the general budget of the
European Communities, as last modified by Regulation (EC, Euratom)
1995/2006 of 13 December 2006 (hereafter; "Financial Regulation").

The programme shall be implemented in accordance with the provisions of the
Framework Agreement on the Rules for co-operation concerning EC Financial
Assistance to the former Yugoslav Republic of Macedonia and the
implementation of the Assistance under the Instrument for Pre-accession
Assistance (IPA) concluded between the Parties on 30 October 2007
(hereafter: "the Framework Agreement"), which is set out in Annex B to this
Agreement.

STRUCTURES AND AUTHORITIES WITH RESPONSIBILITIES

The Beneficiary shall designate a national IPA co-ordinator, in accordance
with the Framework Agreement, who shall act as the representative of the
Beneficiary vis-a-vis the Commission. He/she shall ensure that a close link is
maintained between the Commission and the Beneficiary with regard both to
the general accession process and to EU pre-accession assistance under IPA.

The national IPA co-ordinator shall also be responsible for co-ordinating the
beneficiary country's participation in the relevant cross-border programmes as
well as in the transnational, interregional or sea basins programmes under
other Community instruments.

The beneficiary country shall establish an operating structure for the part of
the programme concerning its territory. Its functions and responsibility are
defined in the cross-border programme, to the exclusion of tendering,
contracting and payments, which are the responsibility of the Commission.

The operating structure shall co-operate closely in the implementation of this
programme with the operating structure(s) of Albania.
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The operating structures of the participating countries shall set up a joint
technical secretariat to assist the operating structures and the joint monitoring
committee referred to in Article 142 of the [PA Implementing Regulation in
carrying out their respective duties.

The joint techmical secretariat may have antennae established in each
participating country.

FUNDING

The funding for the implementation of this Agreement shall be as follows:
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The Community contribution for the year 2008 is fixed at a maximum
of EUR 1 000 000 for the part of the programme concerning the former
Yugoslav Republic of Macedonia, as detailed in Appendix Al of Annex A to
this Agreement. However, payment of the Community contribution by the
Commission shall be made within the limits of the funds available.

The cost of the structures and authorities put in place by the beneficiary
country for the implementation of this programme shall be borme by the
Beneficiary with the exception of the costs referred to in Article 94(1)(f) of the
IPA Implementing Regulation, as detailed in Annex A to this Agreement.

CONTRACTING DEADLINE

The individual contracts and agreements which implement this Agreement
shall be concluded no later than two years from the date of conclusion of this
Agreement.

In duly justified cases, this contracting deadline may be extended before its
end date to a maximum of three years from the date of conclusion of this
Agreement.

Any funds for which no contract has been concluded before the contracting
deadline shall be cancelled.

DEADLINE FOR THE EXECUTION OF CONTRACTS

The contracts must be executed within a maximum of 2 years from the end
date of contracting.

The deadline for the execution of contracts may be extended before its end
date in duly justified cases.

DISBURSEMENT DEADLINE

Disbursement of funds must be made no later than one year after the final date
for the execution of contracts.

The deadline for disbursement of funds may be extended before its end date in
duly justified cases.
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TREATMENT OF RECEIPTS

Receipts for the purposes of IPA include revenue eamned by an operation,
during the period of its co-financing, from sales, rentals, service
enrolment/fees or other equivalent receipts with the exception of:

(a) receipts generated through the economic lifetime of the co-financed
investments in the case of investments in firms;

(b)  receipts generated within the framework of a financial engineering
measure, including venture capital and loan funds, guarantee funds,
leasing;

() where applicable, contributions from the private sector to the co-
financing of operations, which shall be shown alongside public
contribution in the financing tables of the programme.

Receipts as defined in paragraph 1 above represent income which shall be
deducted from the amount of eligible expenditure for the operation concerned.
No later than the closure of the programme, such receipts shall be deducted
from the relevant operation's eligibility expenditure in their entirety or pro-
rata, depending on whether they were generated entirely or only in part by the
co-financed operation.

ELIGIBILITY OF EXPENDITURE

Expenditure under the programme in Annex A shall be eligible for
Community contribution if it has actually been incurred after the signature of
this Agreement.

The following expenditure shall not be eligible for Community contribution
under the programme in Annex A:

(a) taxes, including value added taxes;

(b) customs and import duties, or any other charges;

(¢) purchase, rent or leasing of land and existing buildings;
(d) fines, financial penalties and expenses of litigation;

(e) operating costs;

(f) second hand equipment;

(g) bank charges, costs of guarantees and similar charges;

(h) conversion costs, charges and exchange losses associated with any of the
component specific euro accounts, as well as other purely financial
expenses;

(i) contributions in kind;
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interest on debt;

By way of derogation from paragraph 2 above, the following expenditure shall
be eligible:

(a)

(b)
(c)

(d)

(c)

®
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value added taxes, if the following conditions are fulfilled:
(i) they are not recoverable by any means,
(1) it is established that they are borne by the final beneficiary, and
(iit) they are clearly identified in the project proposal.

charges for transnational financial transactions;

where the implementation of an operation requires a separate account or
accounts to be opened, the bank charges for opening and administering
the accounts;

legal consultancy fees, notarial fees, costs of technical or financial
experts, and accountancy or audit costs, if they are directly linked to the
co-financed operation and are necessary for its preparation or
implementation;

the cost of guarantees provided by a bank or other financial institutions,
to the extent that the guarantees are required by national or Community
legislation;

overheads, provided they are based on real costs aftributable to the
implementation of the operation concerned. Flat-rates based on average
costs may not exceed 25% of those direct costs of an operation that can
affect the level of overheads. The calculation shall be properly
documented and periodically reviewed,

the purchase of land for an amount up to 10% of the eligible expenditure
of the operation concerned.

In addition to the technical assistance for the cross-border programme referred
to in Article 94 of the IPA Implementing Regulation, the following
expenditure paid by public authorities in the preparation or implementation of
an operation shall be eligible:

(@)

(b)

the costs of professional services provided by a public authority other
than the final beneficiary in the preparation or implementation of an
operation;

the costs of the provision of services relating to the preparation and
implementation of an operation provided by a public authority that is
itself the final beneficiary and which is executing an operation for its
own account without recourse to other outside service providers if they
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are additional costs and relate either to expenditure actually and directly
paid for the co-financed operation.

The public authority concerned shall either invoice the costs referred to in
point (a) of this paragraph to the final beneficiary or certify those costs on the
basis of documents of equivalent probative value which permit the
identification of real costs paid by that authority for that operation.

The costs referred to in point (b) of this paragraph must be certified by means
of documents which permit the identification of real costs paid by the public
authority concerned for that operation.

Without prejudice to the provisions of paragraphs 1 to 4, further rules on
eligibility of expenditure may be laid down in the cross-border programme in
Annex A to this Agreement.

RETENTION OF DOCUMENTS

All documents relating to the programme in Annex A shall be kept for at least
five years from the date on which the European Parliament grants discharge
for the budgetary year to which the document relate.

In the case that the programme in Annex A is not definitely closed within the
deadline set in paragraph 1 above, the documents relating to it shall be kept
until the end of the year following that in which the programme in Annex A is
closed.

ROADMAP FOR DECENTRALISATION WITHOUT EX-ANTE
CONTROLS

The beneficiary country shall establish a detailed roadmap with indicative
benchmarks and time limits to achieve decentralisation with ex ante controls
by the Commission. In addition, the beneficiary country shall establish an
indicative roadmap to achieve decentralisation without ex anfe controls by the
Commission.

The Commission shall monitor the implementation of the roadmaps mentioned
in paragraph 1, and shall take due account of the results achieved by the
beneficiary country in this context, in particular in the provision of assistance.
The roadmap to achieve decentralization without ex ante controls may refer to
a phased waiver of different types of ex-ante control.

The beneficiary country shall keep the Commission regularly updated with the
progress made in the implementation of this roadmap.

INTERPRETATION

Subject to any express provision o the contrary in this Agreement, the terms
used in this Agreement shall bear the same meaning as attributed to them in
the IPA Framework Regulation and the IPA Implementing Regulation,
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Subject to any express provision to the contrary in this Agreement, references
to this Agreement are references to such Agreement as amended,
supplemented or replaced from time to time.

Any references to Council or Commission Regulations are made to the version
of those regulations as indicated. If required, modifications of theses
regulations shall be transposed into this Agreement by means of amendments.

Headings in this Agreement have no legal significance and do not affect its
interpretation.

PARTIAL INVALIDITY AND UNINTENTIONAL GAPS

If a provision of this Agreement is or becomes invalid or if this Agreement
contains unintentional gaps, this will not affect the validity of the other
provisions of this Agreement. The Parties will replace any invalid provision by
a valid provision which comes as close as possible to the purpose of and intent
of the invalid provision.

The Parties will fill any unintentional gap by a provision which best suits the
purpose and intent of this Agreement, in compliance with the [IPA Framework
Regulation and the IPA Implementing Regulation.

REVIEW AND AMENDMENTS

The implementation of this Agreement will be subject to periodic reviews at
times arranged between the Parties.

Any amendment agreed to by the Parties will be in writing and will form part
of this Agreement. Such amendment shall come into effect on the determined
by the Parties.

TERMINATION

Without prejudice to paragraph 2, this Agreement shall terminate eight years
after its signature. This termination shall not preclude the possibility for the
Commission making financial corrections in accordance with Article 560f the
IPA Implementing Regulation.

This Agreement may be terminated by either Party by giving written notice to
the other Party. Such termination shall take effect six calendar months from
the date of the written notice.

SETTLEMENT OF DIFFERENCES

Differences arising out of the interpretation, operation and implementation of
this Agreement, at any and all levels of participation, will be settled amicably
through consultation between the Parties.

10
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In default of amicable settlement, either Party may refer the matier to
arbitration in accordance with the Permanent Court of Arbitration Optional
Rules for Arbitration Involving International Organisations and States in force
at the date of this Agreement.

The language to be used in the arbitration proceedings shall be English. The
appointing authority shall be the Secretary General of the Permanent Court of
Arbitration following a written request submitted by either Party. The
Arbitrator’s decision shall be binding on all Parties and there shall be no
appeal.

NOTICES

Any communication in connection with this Agreement shall be made in
writing and in the English language. Each communication must be signed and
must be supplied as an original document or by fax.

Any communication in connection with this Agreement must be sent to the
following addresses:

For the Commission:

Mr Erwan Fouere

Head of Delegation

EC Delegation to the former Yugoslav Republic of Macedonia
Mito Hadzivasilev Jasmin 52v

1000 Skopje

For the Beneficiary Country

Dr Vasko Naumovski

Deputy Prime Minister for European Affairs
Government Building

Ilindenska bb

1000 Skopje

18 NUMBER OF ORIGINALS

This Agreement is drawn up in duplicate in the English language.

19

ANNEXES

The Annexes A, B and C shall form an integral part of this Agreement.

20

ENTRY INTO FORCE

This Agreement shall enter into force on the date of signature. Should the Parties sign
on different dates, this Agreement shall enter into force on the date of signature by the
second of the two Parties.

1




Signed, for and on behalf of the former Yugoslav Republic of Macedonia, at Skopje
on

Dr Vasko Naumovski
Deputy Prime Minister for European Affairs

Signed, for and on behalf of the Commission, at Skopje on

Mr Erwan Fouere
Head of Delegation




ANNEX A CROSS-BORDER PROGRAMME THE FORMER YUGOSLAV
REPUBLIC OF MACEDONIA - ALBANIA UNDER THE IPA
CROSS-BORDER CO-OPERATION COMPONENT, FOR THE
YEAR 2008

APPENDIX Al: Financing proposal for the year 2008 of the Cross-Border
Programme: the former Yugoslav Republic of Macedonia-
Albania, as adopted by Commission Decision C(2008) 4482.

APPENDIX A2:  Cross-border programme 2007-2013 IPA CBC the former
Yugoslav Republic of Macedonia- Republic of Albania, as
adopted by Commission Decision C (2007)5995.




ANNEX B

FRAMEWORK AGREEMENT BETWEEN THE COMMISSION
OF THE EUROPEAN COMMUNITIES AND THE
GOVERNMENT OF THE FORMER YUGOSLAV REPUBLIC
OF MACEDONIA DATED 30 OCTOBER 2007
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ANNEXC REPORTING

(1) The operating structures of the beneficiary countries participating i a cross-

border programme shall send the Commission and the respective national IPA
co-ordinators an annual report and a final report on the implementation of the
cross-border programme afier examination by the joint monitoring committee.

The annual report shall be submitted by 30 June each year and for the first time
in the second year following the adoption of the cross-border programme.

The final report shall be submitted at the latest 6 months after the closure of the
cross-border programme.

The reports referred to in paragraph 1 shall include the following information:

(a) the progress made in implementing the cross-border programme and
priorities in relation to their specific, verifiable targets, with a
quantification, wherever and whenever they lend themselves fo
quantification, using the indicators referred to in Article 94(1)(d) of the
IPA Implementing Regulation at the level of the priority axis;

(b) the steps taken by the operating structures and/or the joint monitoring
committee to ensure the quality and effectiveness of implementation, in
particular:

- monitoring and evaluation measures, including data collection
arrangements,

- a summary of any significant problems encountered in
implementing the cross-border programme and any measures
taken;

- the use made of technical assistance;

(c) the measures taken to provide information on and publicise the cross-
border programme.

Where appropriate, the information referred to in points (a) to (c) of this
paragraph may be provided in summary form.

Information referred to in point (b) need not be included if there has been no
significant modification since the previous report.
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1. IDENTESCATION

ALBANIA

Beneficiarics

the lormer Yugoslay Republic of Macedonia and
Albania

CRIS mnnber

| Yeur

{ 2008

the former Yugostay Republic of Macedonia
2008/019-919
Albania 2008/019-920

(ost

ihe ﬁ:nrmc:r Yugosldv Republic of Maccdonia: LUK 1.0
mitlion

Albania: TUR 756 004
Tuinl valuu of IPA contribution: EUR 1,75 million

Operating strictares

Implementing Authoritics

In the fmmcr Yugoslay Republic of Macydanm the
Minisiry of Local Sclf Government

111 Albania; the Ministey of European Integration
_ e

Final dafc for concluding the |
Financing Agrcements

l'inal date for contracting

Final date for execution

' For Albania: Buropean {‘unmmsmn

 at the latest by 31 DLccrnbcr 2(!{)9

| For the former Yugoslav Republic of Macedonia:
! Buropeun Commission

2 vyears following the date of conclusion of the
Financing Agreement,
No deadline for audit and evaluation projects covered by

this Financing Aprccment, os veferved o in Article
166(2) of the Financial Repulation

These dates apply also to the national co-financing.

2 years following the end date for contracting.

These daies appiy also to thc naticnal w-lmmmmg.

Secior Code

Budget lines concermned

16 10, 41010, 15050

22.0204{}1

Programming Task Manager

For the former Yuposlav Republic of Maccdonia: Unit

EN




FILLARG.R2
Loy Albania; Unit LLARG.Cl

Implementation Task Manager | For Albania: Operational Sechons, Delegation of the
European Commission in Albania

For the former Yuposlay Republic of Macedonta:
Delcgation of the European Commission in Skopje

2. SUMMARY
2.1. Tntroduction
24 f Link with AP}

‘The programme’s stralegie reference are the Mulii-Annual Tndicative Planning Documicnts
(MIPD} 2007-2009. As the MIPD of the former Yugoslay Republic of Macedonia outlines,
given the candidate status of the country, cross-border cooperation is aimed inter-ulia al
familiarizing fiture member statcs with roles and procedures governing the Luropesn
Teeritorial Cooperation objective under Struetural unds. li, most of all, conccntrates on
creating closcr links beiween border regions, supporting joint cnvironmental protection
actividics and improving the polentials for lourism. These are the mzin prioritics and
objectives that have prevailed in the preparation of the CBC with Neighbouring Western
Balkan countries. In the MIPDs 20072009, the allocations of CBC {unds fo the Westorn
Palkans, including the funds dedicated to participation in BRDT fransnational programmes,
weie pooled under one heading. The beneficiary countrics were requested to decide how they
intended to allocate the funds al each border. As in 2007, in 2008, due to the impossibility to
define a cross-border siralegy belween Kosovo under UNSCR 1244 and ils neighbours, the
[ormer Yugostay Republic of Macedonia has decided to reallocate the [unds that were initially
planned for this border in 2608 to the Inteprated Border Mansgement under Component 1L

2.1.2.  Programming process

The programuming process took place in the pericd between Lecember 2006 and May 2007
and was supporfed in both countrics by the Cross-border Institution Building project (CHHY).
It was coordinated in cach couniry by (he respective cross-border coordinators {Ministry of
Loeal Scil Government in the former Yugostav Republic of Macedonia and Minisiry of
LEuropean integration in Albania).

In December 2006/ anuary 2007 cach country cstablished an Operating Team (O°1) in charge
of preparing the cross-border programme. The OT in the former Yugaslay Republic of
Macedonia consisted of 11 bodies {ministzies in line, state agencies and represeniaiive of the
linal beneficiaries) and of 6 bodies in Albania. The Joint Programyming Corumittee, consisting
of members of the OT, was cstablished in January 2007.

‘Iwo bilateral mectings were held w order o define the action plan amd a common
mcthodology for the analysis of the cross-border region (in Tirana on 18 December and in
Belgrade on 6 February).

‘The different stages of the eross-border programme (situation ikl SWOT analyses, objectives
and stralegy, wmplementing provisions) were presenied o the OT and comumented during
meetings organized almost cvery month in cach country. These mectings were also attended
by representstives from the UC (EAR, EC Dclegations). During this period, the Joint
Programming Cemmittee met twice, once in Ohrid on 12 April {approval of the cligible
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region and presentation of the situation and SWOT analyses) and once in Korca on 23 May
{approval of the final draft document).

On 11 May a workshop was organized in Kicevo, former Yugusiav Republic of Macedonia,
in evder to present the drall cross-border programme to the finet beneficiaries and to discuss
the stralegy.

2.1.3.  Listof eligible areuy

The eligible arca in the former Yugoslay Republic of Maccdonia includes e slatistical
regions comvesponding to NUTS 1L classification: Pelagonia, Southwest and Polog.

The ctigible area in Albania includes theee adininistrative regions caresponding to NU'LS 111
clussification: Dibea, Blbasan and Kovca Regions.

L'he temitory of the eligible arcas is almost the same in each counlry and the population is also
well halanced. Iiowever, the mnulysis of the cross-border region vevealed great differences
belween (he two conntries and even more between the southern and the northern part of the
region: the demographic features and the eeonemic fronds arc different and sumetimes
contradictory, These discrepancics were taken inlo account when defining the programme
stratcgy.

2.2, Glubst vhjective{s) of the programme

‘the global objeclive ol the programme s “Promoting sustainable development in the cross-
horder arca™. Joinl actions and cross-border projects implemented within the programme
should have an impact on the soetal and cconomic situation of the population, improve the
joint management and valorisation of human, natural and coltural vesources and sirengthen the
image and the cohesion of the cross-border region and sub-regions.

Three speeific objectives have been delined:

2.2.4.  Specific objective 1

To supporl the cstablishment of joint aetions and strategies niming al profeciing and valorising
the natura) resources of the region.

2,22 Specific objective 2

'{'o foster sustainable ceonomic development ol the region.

223 Specific objective 3

It is a transversal objective: to develop long term parinerships and networking between civil
socicty organizations (NGOs, sport orpanizations, ele), prolessional organizations {i.c.
Chambers of Commerce, entrepreneuns and farmers’ orgaizations) and decentratized
institutions, particularly schools and faculties, including rescarch and development units.

2.3. Priovity axis, the related measures and their specific aspeots concerning the
implemeniation of the 2008 budget

2.3.1.  Priority 1. Fostering cross-border economic, envirormental and soctal development.

This priority is & response io the differcat and sometimes contrasied situstlons and nceds to be
identificd within the cross-burder region. The protection and management uf natural resources
are considered to be a major cross-border issuc in the southern part (Ohrid and Prespa lakes),
and the social issucs related to poverly and uncmployment are considersd to be of high
priorily in the north. Priority one tries 1o reconcile these two approaches. It also tries {o give
space to the economic actors, particulasly, but not exclusively, in the tourism secior, which
takes into account the current fow lovel of business couperation al the border. More generully,
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this priority should allow the dcfinition and implemcentation of people-to-people acfions and
thus fostering the cross-border cooperation on the level of communitics and civil socicty.

Measure 1! Feonomic development wilh an emphusis on tourism relaled arcas.

Tourism is onc of the main cconomic potentials of the region aud in some areus it s already
developed, almost as an industry. ‘This measure intends te support the development of small
infirastructures, good practices and stratcgic plans in order to cxfend touzism activities fo the
whole cross-border region. Specific attention is piven to the transfer of koow-how from the
former Yugoslav Republic of Macedonia to Albania where the tourism indostry is still at an
carly stage. The measurc gives a priority fo alternative types of tourism {rural and family
tourism, eco-lourism, ele) lo be developed in parallel to more classical praciices. More
generally, the measure aims at fostering all seclors of the economy that contribute to building
a stronyg and specific identity of the cross-border region. This includes the promotion and the
protection (branding, boker access to the market) of the traditional fbod and agro-ibod
products, as well as handicrafis. As a transverss! objective and in order 1o give the business
community the possibilily lo participate in the cross-border programme, the measure also
aims al facilitating the trans-boundary business cooperation {i.c. orpanization of fairs,
consumers” studies, etc,).

Measure 2: Sustainable cavironmental development with an emphasis on protection,
promolion sod management of naiural respurces and ccosystems.

'This measure intends to build on the cross-border dynamic Jaunched in the envivonmental
scetor during the kast years. It supports the current efforts of the locul and nalional authoritics
in cstablishing joint environmental policics and pilot proprammes and involves the civil
soctely in the process. 1L lakes fnlo aceount the crucial importance of sustainabie management
of the natural resources for the economic development of the region.

- Mcasure 3: Social cohesion and cultural exchange through people-lo-people and
institution-to-institution actions.

Based on the fuct that the cyoss-border couperation s sl at a low tevel) the thivd measure is
specifically intended to promote people-to-people and institution-lo-instilulion (such as
schools, universitics, rescarch centics) operations. ‘Uhe priority sectors are the valosisation of
the unique historical and eultural heritage and all types of operations that support the social
integration of the marginalized groups, wemployed, rural youth, women labour force, cte.
This mensure also ains at encouraging joint research and educational activilies,

All activitics related to Priority 1 will he implemenied by means of grants. T'he csscutial
sclection and award criteriz for the award of grants as laid down in the practical guide
{PRAG} o conteact proceduzes for EC external aid should apply. The detailed selection and
award criteria for the award of grants will be laid down in Call for proposals~Application
Pack (Guidelines for applicants).

Tentaitve Timetoble and indicative amownt of the call for proposais for Priority 1. Fostering
eross-horder economic, environmental and social development.

Yar the budget 2008, the proposition {s 10 lausch (wo calls for proposats, each one including
the three measures. The [irst call for proposals is considerad as @ “pilot call”. It focuses on
small grants and should familiarise the final beneficiaries with CBBC procedures and with the
axis of the programme. The second call for proposal will have a larger budpet and will include
“biy grants” {(max. EUR 200 000).

Cult for , Launch

roposzl of

Sipnature Project | Indicative | Indicative | Indicative
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amount

{priority 1) date coniracts | conupletion “amount senount
IPA National | TOTAL
CiP 1: (ali thvee | Angust Tanuary Tamuary 551,250 07,352 648,602
mensures;  small | 2009 2010 2011 i
prants €20
58,000}
P 2: (all threo ! January Tune 2009 | June 2010 | 1,023,750 | 180,798 1,204,548
measutes;  smali | 2009
grants €20-
50,000 and big
grants €50~
200,000) _
TOTAL | 1,575,000 | 278,150 | 1,853,150

232 Friority 2: Technicul Asxisiance

TA funds (10% of the Community contribution) will he used to support the activities of the
Operating Struciures and the Joint Monitoring Commiliee. The TA fands can be used to cover
the costs of management snd implementation of the prograimme in each participating country.
These may include, inter alia, the following costs:

Support io the Operating Structures and the Joint Monitoring Comuiftee;

- Fstablishment and fumetioning of the Joint Tochnical Secietarial and ils antennee,
including cost of staff with the exclusion of salarics of public officiuls;

Lixpenses for participation in different meetings related to the implementation of the
programine;
Admiiistrative and operational costs, including the costs of preparation, moniloring

and evaluation of programmcs, appraisal and selection of opcrations, the organisation
ol mectings related to the programme, transtation, informalion and publicity costs.

According to article 90(2) ol Regulation (3C) No 71872007 (IPA Impicmenting Regulation)
the TA priority, as any priorily of the CBC programmes, yequires 15% co financing from
nutional [urds.

Considaring that the relevant national authoriiies that ts the lwo National Operating Struciores
for CBC cnjoy a de faciv monopoly situation (in the sense ol Art. 168, paragraph I, sub—
parugraph ¢ of the implementing rules to the Financial Regulation) for the implementation ol
the cross—border programme, individual direct grant agrecments without call for proposals for
the amount provided under the TA priority shall be eslablished between the Commissien (G
Delegations) and the respeclive national authorities.

Subcontructing of the activitics covered by the direct grant agreement (e.y2. TA, evaluation,
publicity, ete.) is possible in line with Article 120 (I} of the Financial Regulation and Arhicle
184 (1} of the Implementing rufes to the Finaneial Regulation,

The direct grant aprocments csn be signed as soon as the Financing Agresmcnts arc
concluded (1% semester 2009).
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2.4, Overview of past and on-going CBC experience, including lessons learned and
denor co-ordination

So far, the cross-border initiatives in the <ligiblc arca have mainly been tarpeting
cnvironmental issucs and have been particutarly concenirated in the southern part, Although
the region already hay a lead in establishing a juinl management of {rans-boundary natural
texources, the overall cross-bovder cooperation is s6l at a low ievel.

The cress-border cooperation dynamic befween the former Yuposlav Republic of Macedonia
and Albania was initiated in 1997-1999 by the Phare multi-country propramme CREDQ,
which aimed at promoting good ncighbour relation, social stability and economic
development in the border region. The programmc provided funds for the implementation of
cross-border  projects im the avea of environmenl, NGO collaboation and local
adminisirations,

Although the Furc-region Prespa-Ohrid is nol yet lcgally cstablished in all participating
countrizs, 1L 1S & major step lowards mlegraled regional development in (he southern part of
the cross-border region. Supported by the European Council, Fast-West Institulc and some
othcr partners, the cstablishment of the Furo-region is undoubledly ewcouraging the
partiiership relations between the two countrics. Within the frame of the Euro-region praject,
Liast-Wesl insfifute alicady launched two amall calls for proposals for cross-border
cooperation projects {in 2004 and 2006), thus participating in building the capacities of the
beneliciares.

The Lake CGhrid Conscrvation Project is offen considered to be a maodel of integrated
management of trans-boundary water resources. In 2004, the goveroments ol the two
couniries signed an agreement for “the profection and sustainable development of Lake Ohrid
and iis watershed”. The exisuing joint streclures, as well as the bilaleral agrcement, provide a
good frame for further cross-border initiatives.

Supporied by UNDP and still al a starting phase, the Trans-boundary Prespa Park Project
includes (he former Yugosiav Republic of Macedenia, Albania and Greece. it is another
pioneer cross-border intdfative in the area of naiural resources management.

The Repional Environmenial Contre (REC) supports a cross-border initiative between Debar
it the former Yugoslay Republic of Macedonia and Peshkopia in Albania. The project trains
focal decision makers and relevant experts (o identily and prepare environmenial investment
projects and to create professional financing applications. Priority problems concern waler
supply and collcction and discharpe of wastewatcr.

‘The Tnter-church Organtsation for Development Cooperation (TJCCG - Netherlands) supports
regional cioss-border cooperation and netwaorking of civil society in the northern part of lhe
cruss—oorder region. This propramme aims &t improving the cross-boundary cooperation by
increasing the cooperation betweett the local authoeritics and civil socicty organisations and by
increasing the organizational capacities of the relevant civil socicty organizations.

An OSCE inttative fries to facilitate purtnerships and identification of cross-border projects in
the northem part of the cross-border repion.

241, Fewons legraed

iost of the cross-border Initiatives started only recently, making i somewhal premative to

ofine “lessons icamed”. However, the following points can be bighlighted;

- Muost of the presently implemented projects are focused on environment protection
issucs. ‘Theso projects redlect the priovibes defined by the national and regional
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jnstitutions, providing for a sound cmbedding in local and national develapment
priorities. TTowever, il is imporlant (o strongly associate civil sociely and privale
scoter in programme developmenl. Despitc somc bias towards the ‘formal
government’ policics in the present projecis, they do provide a good frame for the
development of civil socicty and NGOs partnerships across the border.

‘Ihe small calls for propusals for cross-border actions already launched shuwed a low
capacity in project preparation of most of the final bencficiaries. This could impede
the implementation of the programme, particularly in the northem part where aimost
no initiative has been lmplemented so far {with the excoption of the axis Debar-
Peshkopia). Specific teaining of potential applicunts will be essential theoughont the
programme.

- A fow municipalities, mainly located in the south, have had a leading role in the past
and current cross-border inifiatives, These munmivipatities should have & key role
when implementing the programme (fransfer of know-bow, efe.).

- Establishinp operational and sustainable cross-border partncrships will be a challenge
for most of the bencficiaries. Specific supporl will certainly be required in order
fucilitale (he communication and the establishment of viable cross-border
partnerships.

2.4.2  Bonm's coordingtion

During the previous IPA commiflees, the Memboy States clearly indicated their wish that their
emibassics as well as the Jocal branches of the 1Fls and the civil soclety be consulied on the
TPA programming documents. These consulaions were already carried out in the former
Yugoslay Republic o Maccdonia during the drafling process of the MIPD 2007-2009.

After the draft CBC programme was submiticd to the Commission, fhe EC delegations
civeulaled it to the Mcomber States embassies and local branches of IiTs in the capitals af the
countries. The comments reccived have been fuken into account in finalising the cross-border
programme.

2.5 Herizamial issnes
251, Egual opportunities and non-diserimination

Abiding by the lcgal oblipations in both couniries, the progranune will ensure equal aceess io
{he programme’s activitics by all different groups in society. In particular, measure three will
foster social cohesion and eultural exchange through people-to-peoplc ard institution-to-
institution actions {hrough support to the social integration of the marginalized groups,
uncmployed, rural youth, women labour foree, cte.

2.5.2.  Support to minerily and vidnerable groups

The measure three of priority one aims al developing and implomenting programmes for
sovial integration of vulnerable proups such as unemployed, rural youth and women labour
force. Most of the culiural actions to be implemented under this measure aim ai valorising the
multicthnic feature of the region, comsidered as an asset for the economic and social
dovelopment. Participation of (he mingrilics and vulnerable proups in the cruss-horder
activities will therefore be highly encouraged.

2.3.3.  Environmeniuf protection

‘I'hc measurc two of priority one is entirely dedicated to cnvironmental protection. The aim of

the proposed activitics will be to reise uwareness on environmental issues and to cncourage
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{he privale sectors and amall municipalitics to participatc more actively in the dynsmic
already launched at the institutional level,

254,

Rupecially through measure one, but also relcvant in thie other measures, support will be
provided to the development of inter aiia good practiccs and strategic plans, ..., teaosfer of
know-how as well as facilitation of trans-boundary cooperation. 1n addition, measure two will
siimulate cooperation between diffcrent national and mumicipal authoritics to cstablish joint
environizental policics and pilot proprammes, while the inclusion of the civil society in these
activities will be further cohanced.

2.4, Conditions

The NIPAC in the former Yugoslav Republic of Maccdonis has desipnated the Ministry of
Local Sclf Government as CBC cootdinator. The Minisiry has, therefore, assumed the role of
Operating Structure. Under ifs authority, a first shadow "Joint Monitoring Commitlee” was
convened in December 2007 with the purticipation of the Minisiry of Furopean Integration of
Albania. Rules of procedures for the siruchres to sel up for the implementation of the CBC
were diseuysed,

Good governance, with particular aftention fo fight ageinst corruption,

2.7. Berchmarks
N(1) N1 {2010) N2 {2011}
(2009) (cumulative) (cumulative) ‘
Number of dircet grant aprcement in the {
former Yugostav Republic of Macedonia
Mumber of dircet granl agreement in i
M bania
Number of joint calls for proposals 2
gaum‘l'.ﬂl
Uontiracting Rate (%) in the {ormer 10 % (2} 100 % cum
Wugostav Republic of Macedonia
il e — i
ﬁjontracting Rate (%) 10 Albsuia i 10 % (2) 100 % cum

EN

{0 being (e date of conclusion of the Firancing agrecment

{2) ire 2008 the TA (BUR 286,250) wiil be implomenesd thiowgh a dircet agreament. 'l kis is explaised in the 1O Mogramane
itscif

2.8 Roadmap for tke deecntralisation of the manugement of KT funds without ex ante
conlrols by the Commission

A roadmap with indicative benchunarks end time limits to achicve decentialisation without ex
ante corirels by the Commission will be developed anee the Commission has conferred the
management powcees to the national authoritics.

Concerning (he indicalive roadmap for decemtralisation with cx-ante confrol (DIS), the
gituation is the following:
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I the case of the former Yugoslav Republic of Macedonia, the cstablishment of the
management and coniro] system was decided by the Governmentin December 2006, The
National Fund (NTF)and the Central Contracting and Fiancing HUnil (CFCU) were
cstablished and the Programme Authorising Cfficer (PAQ), the Compelent Accrediting
Officer (CAQ) and the Senior Progsamme Officers (SPOs) have been nominated. As a first
stop, in 2005 a gap assessment refated to the decentralisation of the management of EU funds
was initiated and the resulis have been presented to the Comumission. An update of the gap
assessment 1o comply with the new IPA Implementing Regulation has been prepaced in the
first half 2007 and, subsequently, the National Authorilies have submitied a Gap assessment
report. In a subscquent step, gap plugging has been be done during the second hall
2007/heginning of 2008. After a scif asscssment cxcrcise performed by the National
Authorities undil April 2008 1o verify that the system is functioning and complying with the
TPA regulation, the compliance assessment phase curied out by an exlornal anditor took place
in June 2008. Depending on eventual findings the NAO would then have {0 start to compile
the application package. The Mucedonian action plan foresees to submil the application for
the conferral of management before the end of 2068

In Albunia, the Counci] of Ministces adopted in Sepicmber 2007 & Decision on sctting up the
structures, authorities and vesponsibifities for IPA implementation under Decontralised
Implementation System (D1S). Tn November 2007, the Ministry of” Finance transmitied 2
proposal for the functioning of the Central Financing and Contracting Unit (CFCU) to NG
Elarg which provided comments and advice on this draft proposal. SIGMA will assist the
Albaniun uutherities in the DS accreditation process uniil the implementation of & Technical
Assistance project under IPA 2007 starts.

3. BUDGET FOR 2(Hi8

3L Tndicative 2008 financial table for the former Yugoeskay Republic of Macedonia

E.l.j — 1PA assistance é National Contribution | 'T'otal (IPA plus Nationa}
Coniribuiion)
ETR Y% RUR (%) EuR (%)
Priorily uxis | 930 (0 85 159 00t is . i059f}0f} 90
Priority nsis 2 woooo] &s|  1sooo| 15| t18000| 10
- TOTAL 1 0G4 000 : ) 77 000 E 13 E 1 177000 | 1004 n.
3.2, Trdicative 2008 h_nar:u;l] l;}ll]e for Albania
EU - lPA.a;sismnce National Contribution | ‘Total (ITA plas National
Coutribution)
FUR Yo EUR (%) EUR {%)
: T'l'iol'i!}-';ﬁ; 1 " 675 000 85 o 119 1‘5{} s 794 150 | 90
Priuriy axix 2 son | 85 13250| 15| 88250 |10
T{}'I‘_A;,_ - ?50 .000 g3 132 4!'3-0. 1_5_ 882 400 | 168%
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3.3. Principle of co-financing applying to the projects furded under the programme

‘The Community contribirtion has been caleniated in relation to the eligible expenditure, which
for the cross border programme between the former Yugoslav Republic of Macedonia and
Albania is based on the lotal cxpendilure, as agreed by the participating countries and laid
dowtt In the eross—border pragramme.

The provisions of Article 90 of the IPA Implementing Regulation spply.

4, IMPLEMENTATIGN ARRANGENMENTS

Both countrics will be managing the programunc according to the centralised managemcnt‘
model. The programme impletmenting provisions ate based on the principle of both
heneliciary couniries betng equal pariners and with both beneficiary countries having an equal
vole in the cross-border cooperation management structures. The joint management of the
programme will ensure local ownesship, wider Involvement, betler planning and will create
the base for genuine cross-border activitics,

4.1, Method of lmplemeniaiion

‘This programme shall be implemented on a centralised busis by the Furopean Cormission in
accordance with Article 53a of the Vinancial Repulation” and the comesponding provisions of
the Implementing Rules’,

In the event of centralised management the role of the Commission in the sclection of
operations under a cross border propramme among beneficlary coundrics is specified in
Arlicle 140 of the IPA Implomenting Regulation.

4.2, General rales for Procurement and grant award proccdures

Procurement shall follow the provisions of Part Two, Title 1V of the Financial Regolation and
Part Two, Tille TiT, Chapier 3 ol its Tmplementing Rules as wetl as the rufes and procedures
for service, supply and works contracts lnanced [roim ihe general budget of the Luropean
Communities Tor the purposes of cooperation with third couniries adopted hy the Commission
on 24 May 2007 {C(2007)2034).

Grant award procedures shall follow the provisions of Part One, Title VI of the Financial
Regulation and Part One, Title VI of its Inplementing Rules.

Where appropriate, the Contracting Axtthorities shall also use the standard templates and
modcls facilitating the application of the above rules provided for in the “Practical Guide (o
conlraet procedures for BC external zclions” (“Practical Guide™) as published on the
FuropeAid website® at the date of the initiation of the procurement or grant award procedure.

' For bath ceunircs the vbjeciive is decondrafised manegement. The former Yigeshy Republic of
Macedonia is in the provess of propering the aceredilation of ihe manapements structures. This process
is oxpected 10 be comploted n 2088 and the country will then shill to decentralised mauagenent. A
sitmifar cotirse of sctinn abuw glarted in Afbanis,
03 L 248, 16.9.2002, n 1. Regalation as amended by Reptiation {EC, Eoratem) No 1995£20068 (OF L
390, 30.12.2006, p.1).

' 0J L 357, 31.42.20602, p. T Regulatian as last amendad by Repulation (LT, Euratom) N® 47872007 (OJ

L1, 28042007, p13)

current address:

httpaifec.europa.ewenropeaidivoriprocedures/implementation/practical_guidedindex_en.hitm
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4.3, Environmental Tnpact Asscssment and  Nature Conservation {where
appropriate)

ATl investmenis shaB be carried oul in compliance with the rclovant Commiunity
environmeirtal lepislation and enswing application of the Fuopean principles for the
Linvironment’.

‘The procedurcs for environmental impact assessment ss sel down in the FlA-directive® fully
apply to all investment projects under IPA. If the LIA-directive has nut yet been (ully
transposed, the procedurcs should be similar to the ones established in the ubove-mentioned
directive.”

If a project is likely to affect sites of naturc conservation importance, an appropriste nalure
conservation assessment shall be made, cquivalent to that provided for in Asticle 6 of the
TInbitats Directive must be documented’,

5. MONITORING AND EVALUATION

.1, Monitoriag

The implementation of the cross border programme will be monitored by the joiut monitoring
commiltee referred to in Article 142 of the IPA Implementing Regulation, established by the
participating beneficiary countiies, which include representatives of the Commission.

In the {brmer Yugoslay Republic of Macedonia and in Albania, the Commission may
undertake any actions it deems necessary {o monifor the programime conecened.

52. Evaluziion

Programmes shall be subject to evaluations in accordance with Article 141 of the WA
Liplementing Repulation, with an aim to improve the quality, efiectiveness amdd consisiency
of the assistance from Community fands and the stratepy and implementation of the cross—
border programmes,

6. AUBIT, FINANCIAL CONTROL, ANTIFRAUD MEASURES

The accounts and operations of all partics involved i the implementation of this programme,
as well as all contracls and agresments implementing ihis programme, arc subject to, on the
one hand, the supervision and financial control by the Commission {including the Ruropean
Anti-¥raud Office), which may carry out checks a1 its discrefion, gither by itself or through an
outside auditor and, on the other hand, audits by the Luropean Cowt of Auditors. This
includes mensures such as ox-anie verification of tondering and contracting carricd out by the
Delegutions in the Beneliciary Counlries.

i

Sea Belp:/www.eiborgfin [boentee/epo/

& Cuuncil Dirgclive 85/337/REC of 27 June 1985 on the sssesstent ol the effects of certain public and
privaic projects on the environmend{(3 L 375, 5.7.1985, p. 40. Directive as iast amended by Divective
2003/35/EC, 08 L 156, 25.6.2003, p. 17,

" Couneil Dircetive 924 3/ELC of 21 May 1992 on the conservation of namral habitats and of wild fauny

and More {OF L206, 22.7.1992). Directive as last smended by Hegulation (EC) No 158272003 {0} 1.284,

31.10.2803, p. 1)
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In order to enswe the cfficient protection of the financial interests of the Communily, the
Commission {inciuding the Luropean Anti-Fraud Office) may conduct on-the-spol checks and
in:spcctit;m in accordance with the proceduores foreseen in Council Regulation (RC, Furatom)
2185/96".

The controls and audits described above are applicable to all contactors, subcontractors and
grant beneficiaries who have received Comununity funds.

7. LIMITED CHANGES

Limited changes in the implementation of this programeme affoering cssential elements listed
under Article 20 of the Implementing Rules o the Financial Regnlation, which are of an
indicative nature’, may be undertaken by the Conmrission's authorizing officer by delegation
{AOD}, or by the Commission's authorising officer by sub-delegation {AGSDY), in ling with
the delcgation of powers confemred upon him by the AOD, i accordance with the principles
of sound financial management without an amending financing decision being necessary.

' Cuouncil Reguiation (RC,Furatom) 2185/96 of 11, November 1996, (4 1.292; 15111096 p, 2,

K These essential elemoents of an indicalive nalerc are, for grants, the indicalive amount of the call for
propusals and, for procurement, the indicative numbor and type of contracts cnvisaged and the
indicative tine fiame for immching the procurement procedsres.
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