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Ford F PROJECT PREPARATION FAGIIT Different parties' interests in the process

PPF-Serbia’s perspective for sustainable growth

« of using EU funds?

A. EU bodies
B. State bodies
C. Public utility companies

D. Contractors, designers, consultants
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= EU bodies

» responsibility towards the EU Parliament or member states

» implementation of EU regulations

» monitoring, reporting, audits
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@ PPF-Serbia’s perspective for sustainable growth STAT E L EV E L

» OBLIGATIONS IN ACCORDANCE WITH ACCESSION TREATY

» N+3

» PERFORMANCE FRAMEWORK

» ACHIEVED OBJECTIVES AND INDICATORS
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CEEG I D Y £U Regulation

’
» Requlation
» 1303/2013 — Common Provisions Regulation (CPR)
» 1300/2013 — Cohesion Fund Regulation
» 1301/2013 — ERDF Regulation
» 1305/2013 — EAFRD Regulation

» Implementation acts (eg forms, financial instruments, management and control aspects)
» 215/2014 — support the objectives of climate change and a performance framework
» 821/2014 — information and communication, documentation system

» 1011/2014 - delivery and exchange of information to the EC and between the bodies in the
system

» Delegated Acts
» 480/2014 — amandman to regulation 1303/2013 aspects of common rules(CPR)
» Guides, Guidelines

» Eg. programming, ex-ante conditions, performance framework, CBA, ...
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PPF-Serbia’s perspective for sustainable growth

/ ppF() EU PROJECT PREPRRATION FACILITY NATIONAL REGULATIONS

&

» Accession Treaty (OG, International Agreement 2/2012)

» Law on Establishing an Institutional Framework (OG 92/2014)

» Regulation on Bodies in Management and Control Systems (OG 107/2014)
» State Aid Law (OG 47/2014)

» Budget Law (OG 87/08 and 136/12)

» Public Procurement Act (Official Gazette, 90/11, 83/13, 143713, 13/14)

» Law on the Right to Access Information (OG, 25/13)

» Labor Law (OG 93/14)

» Law on Civil Servants (OG 92/05, 142/06, 77/07, 107/07, 27/08, 34/11, 49/11, 150/11, 34/12, 49/12, 37 /
13 and 38/13)

» Ordinance on Eligibility of Expenditure (OG 143/2014)
» Rulebook on the Provision of State Aid Proposals (Official Gazette No. 99/13)

Louis Berger | giz ==

This project is funded
by the European Union



@8 FU PROJECT PREPARATION FACILITY OBLIGATIONS IN ACCORDANCE WITH

PPF-Serbia’s perspective for sustainable growth

) = ACCESSION TREATY

» Dictated development (Croatia's EU Accession Treaty)

» WATER SECTOR - financially demanding investments (EUR 3.8 billion) as defined in 2 key
directives:

» Urban Wastewater Directive - the obligation to build a network and wastewater treatment plants
- by the end of 2018, 2020 and 2023

» Drinking Water Directive - the obligation to deliver health-care water wherever water is
delivered for at least 50 inhabitants or at least 10 m3 of water per day (01.01.2019).
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@ UPRBJEETPREARRTINFRGLTY - OB LIGATIONS IN ACCORDANCE WITH UWWTD

ﬁ'i ; PPF-Serbia’s perspective for sustainable growth
'

The report under Art. 17

» information on project status (preparation, contracting and completion of works)
» information on the necessary financial resources for alignment with the Directive

» information on National Implementation Programs (Multi-annual Program for the Construction of Water utility
infrastructure)

The report under Art. 15

» construction and / or commissioning of new or reconstructed waste water treatment plants, the inclusion of
agglomeration discharge and agglomeration loads through them into recipient, as well as the number of
existing individual collection and treatment systems for agglomerations (by types) and loads which is thus
dealt with

» Information about the connection of individual categories of load (population, industry, tourism, commercial
and non-commercial) to individual outlets and / or individual systems.
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@\PPF() FU PROJECT PREPARATION FACILTY WHERE WE ARE IN FULLFILLMENT OF UWWTD
N oo Serbia' perspectvefor sustaimable growth OBLIGATION?

(3
TRANSITION | TOTAL FINISHED IN PREPARATION (WWTP IN IMPLEMENTATION IN IN PREPARATION
DEADLINE EXIST, SEWERAGE APPROVAL
SYSTEM UPGRADE
NECESSARY)
2018. 58 2 6 30 4 16
Cakovec, Karlovac, Koprivnica, | Belisce, Crikvenica, Donja Dubrava, | Kutina, Beli Manastir, Daruvar, Dubrovnik,
Zupanja NaSice, Sisak, Slavonski | Pakovo, Krk, Lanterna, Lipik-Pakrac, | ZapreSi¢, Sinj, | Imotski, Ivani¢ Grad, Kastela-Trogir,
Brod, Zadar Nova GradisSka, Novalja, Novigrad Istarski, | Bjelovar Krizevci, Medulin, Metkovié¢, Opatija-
Osijek, Petrinja, Pore€ jug, Poreé¢ sjever, Lovran, Pula-Centar, Podstrana*,
Pozega, Rijeka, Rovinj, Rugvica, Rab, Samobor, Split-Solin, Zagreb

Savudrija*,  Sibenik, Umag, Varazdin,
Velika  Gorica, Vinkovci, Virovitica,
Vodice, Vrbovec, Vrsar, Vukovar, Zabok

2020. 22 8 14
Jastrebarsko, Malinska-Njivice, Mursko Bibinje-Sukosan, Biograd,
Sredisée, Nin, Novska, Pleternica, Zlatar, Glavnicica*, Ivanec, Jelsa-Vrboska,
Knin Krapina, Labin, Makarska, Mali

Losinj, Pirovac-Tisno-Jezera, Pula-
Sjever, Slatina, Vela Luka, Vir

* following FS - agglomeration ceased to exist and the area was joined with other agglomeration
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@ EU PROJEGT PREPRRATION FAGILITY FULLFILLMENT OF UWWTD OBLIGATION

4
PPF-Serbia’s perspective for sustainable growth

‘ CONCLUSION

» We're late with the implementation

» The consequence of this is the possible penalization of the Republic of Croatia.
When and how penalization depends on a number of factors: the reporting period,
activities undertaken, the percentage of non-compliance, GDP, communication with
the EC, etc.

» Possibility of financing after the end of the transitional period

» Start adialogue with EC

» Responsibility of municipalities
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PPF-Serbia’s perspective for sustainable growth

A= PUBLIC PROCUREMENT — CURRENT STATUS

» 35 projects approved:
- total eligible expenditure (EUR): 1.394.961.738 EUR
- EU grant: 984.947.014 EUR

» 226 contracts in total (91 works contracts) :

- finished contracts: 18 (5 works contracts)

- on goinig /signed contracts: 52 (17 works contracts)

- in procedure of public procurement : 45 (17 works contracts)

- planed to start the procedure of public procurement in 2018: 107 (48 works contracts)
- contracts planed to be signed in 2018: 41 (10 works contracts)
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PPF-Serbia’s perspective for sustainable growth
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FINANCIAL DATA

94,35%

Approved projects

18,84 %

Contracted amount

8,02 %

Absorption
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PPF-Serbia’s perspective for sustainable growth
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/ £ PROJECT PREPARATION FAGILITY
PP T PRI PEPARATION FRCLIT Performance framework

¢

RESERVE 6 %
Main ESIF allocation Performance reserve
EUR EUR
PO5 229.131.628 16.264.519
PO 6 (EFRR) 316.198.418 21.821.974
PO 6 (KF) 1.550.379.803 98.960.413

Key step - the number of works contracts

17.11.2018 23
TARGET 31.12.2018. 30

EiD
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/p=p|-'6 F PROJECT PREPARATION FAGIITY Objectives and indicators achieved

4
PPF-Serbia’s perspective for sustainable growth

¢

» The user guarantees the sustainability of the financed project for five years after completion of the
project and bear the full responsibility for the consequences in case of non-compliance with the
requirements of sustainability

» Ssustainability is primarily manifested in retaining the achieved target values of indicators that the
User has designated and reported within the project

» The Beneficiary is obliged to prove that the equipment / works / services obtained are used in the
project for the defined purpose and that the indicators are retained over the next five years or that
they have been fully realized in the period after completion of the implementation

» The Beneficiary is obliged to use the property procured within the project for project purposes and
achievement of project results, taking into account the normal use and standard depreciation
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PPF-Serbia’s perspective for sustainable growth

; Project circle

FS and PROJECT TENDER

DOCUMENTATION

APPLICATION

DOCUMENTATION IMPLEMENTATION

-

N
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Contracting
Substrate and monitoring
Conceptual solutions
Environmental studies
Application

J

-

\
Conceptual design WWTP

Conceptual and main design
Location and building permits
Property issues

4 Field trip )
Direct call for application
Administrative control

Quality control

Eligibility of activities and
\___expenses or proposal /

IQR for mayor projects
EC
Decision

J
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4 Preparation of tenders

Public consultation
Ex — ante control
Publishing tender
L Evaluation and Decision
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Contract
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ﬁ'i ; PPF-Serbia’s perspective for sustainable growth
!

>

>

Long-term preparation of required project documentation (8 to 10 years)

Preparations started in the 2007-2013 programming period - need to adapt to the requirements from the 2014-
2020 programming period
» a certificate of timely construction permit approval for those part of projects for which they have not been
completed and the issuance of a statement by the competent authority
» The installation of environmental conditions in the issuance of construction permits and ensuring public
participation —issuance of a statement of the competent body
» Assessment of the status of water bodies in the project area and the issuance of the required statement of
the competent bodies

Repeating the environmental impact assessment process (need to include the system in its entirety)

Defining the beneficiary of the project, related to the management of the built infrastructure and the
consolidation of the water service provider
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PPF6 I PROJECT PREPARATION FACILITY PROBLEMS OF PROJECT PREPARATION 2

[ 2
PPF-Serbia’s perspective for sustainable growth

» Level of participation of beneficiaries in project preparation, insufficient information on the possibilities
and rules for financing projects from EU funds

» Reliance of beneficiaries exclusively on consulting services

» Property issues
» land registers are not up to date, as well as lack of knowledge of real property owners
» the status of cadastral records that does not correspond to the state in nature
» Long process of buying land, building rights or service rights

» Extremely extensive project administration

» Lengthy procedure for issuing the necessary permits and the required statements and opinions of the
<, competent authorities
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PPF-Serbia’s perspective for sustainable growth

?58 FU PROJECT PREPRRATION FACILITY PROBLEMS OF PROJECT PREPARATION 3

» Frequent repetition of issuance of permits due to the expiration of the same due to the long time of
preparation of the required documentation

» Harmonization of project application documentation and tender documentation with issued guidelines,
instructions, amendments to legislation (eg new public procurement law)

» Provision of own financial resources for national co-financing part
» Challenges in adopting the project financial management plan when implementing it
» Low quality of prepared and submitted application for EU co-financing

Instruction to applicants - https://www.mzoip.hr/hr/vode/medunarodni-projekti-iz-podrucja-vodnoga-
gospodarstva.ntml
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4
PPF-Serbia’s perspective for sustainable growth

¢

After field visits, it has been shown that even the most prominent projects have some
shortcomings such as:

» obtaining opinions of the competent Ministry regarding the environment and the status of water
bodies,

» obtaining missing building permits,

» preparation of the required tender documentation,

» an appropriate solution for sludge disposal,

» the percentage of resolution of property and legal relations, as well as

» agreements between Final Beneficiary with local government units to co-finance the national
component

MOST RECENT PROBLEM:
SIGNIFICANT INCREASE OF PROJECTS COSTS (application costs # tender costs)

Louis Berger | giz ==

This project is funded
by the European Union



/pspl-'(j; EU PROJECT PREPRRATION FACILITY PROBLEMS IN TENDERING

4
PPF-Serbia’s perspective for sustainable growth
(3

» Legal uncertainty within Beneficiaries

» Fact that some Key Players are not part of EU funded projects structure (SC)
» Financial uncertainty within Beneficiaries

» No- Objection request with Ex ante controls

» Complaints in public procurement procedures

> It requires constant and systematic education and learning on the experiences of others
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4
PPF-Serbia’s perspective for sustainable growth

¢

» Bankruptcy of contractor

» Delays in the performance of works - lack of skilled labor on the labor market (outflow of labor on the
EU market), mostly due to workers' indebtedness and salary delays ...

> Ineligible expenditures:

» Usually as a consequence of financial corrections (irregularities) as a consequence of the ex
post control of public procurement

» As aresult of on-the-spot checks - incompatibility of quantity in the construction book with
guantities in the payment certificate, inadequate dimensions or quality in relation to the
prescribed technical specifications / bill of quantities
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'PPF¢ [l PROJECT PREPARATION FACILITY What to fix in the new programming cycle?

PPF-Serbia’s perspective for sustainable growth

Physical Organization of
plans iImplementation

National =0
regulation regulations
: EU

EU
Swaegy | 3 C—
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— PPF-Serbia’s perspective for sustainable growth

(§
PROGRAMS
» They need to be rewritten

» Prioritization and what the project is clear about agglomeration, unlike water supply

» Large number of projects in the high stage of readiness - possible phasing (problems: phase conditions, different
conditions in two programming periods (percentage of co-financing, n + 2, conditions enabling implementation

.t
TERMS AND CONDITIONS FOR PROGRAMING PERIOD 2021-2027 (Conditions for enable implementation)
There is a national investment plan that contains:
1. Estimate the current state of UWWTD and DWD implementation

2. Determining and planning public investments including a framework financial assessment

» Necessary for achieving compliance with UWWTD, including prioritization in terms of agglomeration size
and environmental impact with investments broken down by each agglomeration

> Needed to implement DWD
> Necessary to meet the need for DWD changes especially with regard to revised quality parameters

3. An estimate of the investment needed for reconstruction of the existing infrastructure for waste water and water
supply, including network based on their age and amortization plans
4. Potential sources of public funding when it is necessary to supplement the revenue from user fees
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PPF-Serbia’s perspective for sustainable growth

What to fix in the new programming cycle?

REGULATIONS

» Comply with the EU regulations by the same standards for preparation and implementation of projects regardless of source
of funding eg:

» Laws and Regulations on Physical Planning and Construction (FS, Spatial Plans Harmonization with Sectoral Plans, Property
Legal Relations, ...),

» environmental legislation (so-called Divelopment consent, issue of Annex 1 - impact on Natura 2000, Appendix 2 - water
status, sludge from UPQOV),

» Water legislation (Water Services Act, Water Price, Inspection, ...)

» Law on Public Procurement,

» Statistics

» financial management and control systems

ORGANIZATION OF IMPLEMENTATION

» Continuous and systematic strengthening of body capacity in the financial management and control system
» Strengthen the service for issuing acts and solving appeals

» Strengthening user capacity

» Market preparation (consultants, designers and contractors)

» "Political will" to act in accordance with the contracts and terminate the contracts that do not go

» Preparing project inventories
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PPF-Serbia’s perspective for sustainable growth

PROGRAMMING

What to fix in the new programming cycle?

» It is based on strategic and planning national documents

» Observing the consequences of EU regulations (not reaching indicators, financial corrections, non-
functional projects)

» Take into account the risks of system malfunction

» Take into account the market situation and other risks (prices, capacities ...)
» Careful with goals and indicators (financially and physically)

» Get familiar with the project cycle

» Clearly allocate responsibilities
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PPF-Serbia’s perspec frs nable growth

¢

Thank you!

KARMEN CERAR, MINISTRY OF ENVIRONMENT AND ENERGY
Karmen.cerar@mzoe.hr
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