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27" MEETING OF THE WBIF PROJECT FINANCERS’ GROUP
Tirana, Albania

22" and 23" May 2019

Minutes of Meeting

Note to the reader: the minutes of meeting (MoM) follow the actual meeting and reflect the sequence of presentations. Therefore, these
MoM deviate from the final agenda; nevertheless, all agenda points were covered.

DAY 1 - closed project oriented session

Welcoming remarks and introduction

The PFG Co-chairs, Mr. Wolfgang Schlédger (DG NEAR) and Mrs. Zsuzsanna Hargitai (EBRD)
welcomed participants to the 27" PFG, highlighted the current workload for WBIF and the
anticipated increase of funding under the next multiannual financial framework;
expectations for WBIF to deliver these funds under WBIF 2.0 are high. The WBIF will need to
streamline procedures, realise efficiencies and synergies where possible; IPA funds will be
allocated under a “performance based” approach, beneficiaries will need to speed up and
deliver reforms on the ground. The WBIF now also welcomes the World Bank Group as a full
WBIF member (a partner organisation) to the WBIF.

Mrs Zsuzsanna Hargitai reflected on EBRD’s annual meeting and business forum in Sarajevo
(08-09 May 2019), which focussed on ways to connect economies for strong growth and
impact, in the Western Balkans and beyond. Relevant key issues for beneficiaries under (and
for) WBIF 2.0 will be acceleration of strategic planning, strengthening of project preparation
facilities and more efficient project delivery.

Screening and assessment of TA Round 21 Projects

Available funds

EBRD (Mrs. Caroline Clarkson) briefly introduced the currently available (unallocated) balance
in the EWBJF, amounting to € 8.27 million and informed participants about a contribution

from Italy over € 3 million.

DG NEAR (Mr. Antonio Garcia Sudrez) reported on available funds under the IPF instrument.
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Source Available fund € M
IPF 5 /
IPF 6 0.2
IPF 7 /
IPF 8 20.2
IPF9 approximately 21
Total approximately 41.4

There is a ToR “overhang” from previous rounds and funds potentially committed to active or
pending WBIF Written Procedures (WPs):

Source OpenTA/WP €M
Round 12 0.6
Round 15 2.9
Round 18 6.2
Round 19 5.3
Round 20 11.6
Pending WPs? 2.4
Total 29

Therefore, the technically available balance under the IPF 8 and 9 is € 13.2 million.

DG NEAR (Mr. Wolfgang Schldger) enquired to which extent the Bilateral Donors (BDs) would
anticipate financing the potential shortfall in funds under the IPF instrument. Germany (Mrs.
Sabrina Brabetz) informed participants that the BDs deliberated carefully the TA and
investment grant proposals to be financed from the Joint Fund, which exceed the available
balance. EBRD (Mrs. Caroline Clarkson) asked DG NEAR if TRA and ENE TA projects could be
added to the Connectivity package and financed through the Joint Fund given the scarce
resources in this round.

DG NEAR (Mr. Wolfgang Schlager) confirmed that adding TA projects to the connectivity
package is an option, as would be advancing IPF 10 and the use of a suspensive clause for
potential shortfalls under the IPF instrument.

Applications received in Rd 21:

DG NEAR (Mr. Wolfgang Schlager) reiterated the eligibility criteria applicable for TA Round

21: “new projects are invited in the DIl, ENE, ENV and SOC sectors; TRA sector applications
must have a clear regional dimension or unblock an existing project, in addivA sector

projects must be on the Core Network; projects on Rail Corridor VIII Comprehensive Network

will exceptionally be eligible. The WBIF SC also took note of the review and upcoming
clarification by DG MOVE r egiRAahym@0l® he “ Cor e

1 Pending WBIF Written Procedures: € 2.4 million for WB13-REG-ENE-01, WB18-MKD-TRA-01 and WB19-MNE-
TRA-01.
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The following grant requests were received in TA Round 21:
9 34 applications for a total of €43 million;
9 Split over beneficiaries: ALB 8, BiH 4, KOS 6, MNE 2, MKD 5, SRB 6, REG 3;
9 Split over sectors: TRA 8, ENE 10, ENV 9, SOC 2, DII 5.

The PFG Co-chairs together with the IFls presented the following GAFs which were screened
and assessed positively and will be recommended for approval to the 20™ WBIF SC subject, in
some cases, to further clarifications:

Lead Grant Grant Grant Grant Source
# Grantcode Sector Beneficiary Short title . submitted . P amount of
IFI services . revised (U) .
() (incl. fee) | funds
Broadband
1 WB21-MNE- g Montenegro| EBRD | Infrastructure PFS, CD, 550,000 550,000 552,750 | IPF
DII-01 FS, PIU
Development
North Macedonia
, WB21-MKD- B RNOrth e pigital Economy PP 700,000 | 600,000 | 624,000 | JF
DII-01 Macedonia . ESIA
Project (NODE)
3 WB21KOs- Kosovo* gig  KOSOVODIStCt pq bqin 2,000,000 | 2,000,000 2,010,000 | IPF
ENE-01 Heating Systems
Gas Development
Plan and
4 WB21KOS- Kosovo Erp | Regulatory MP 1,500,000 1,500,000 = 1,507,500 | IPF
ENE-02 Framework
Review and
Assistance
North Macedonia
5 | WB21-MKD- North ' £gRp - Kosovo Gas FS,ESIA | 650,000 & 650,000 = 653,250 | IPF
ENE-02 Macedonia L
Pipeline
Strengthening the
Transmission
Network in the
Southeast Region
WB21-MKD- North of North FS, ESIA,
6 ENE-03 Macedonia EBRD Macedonia to DD, TD 780,000 780,000 783,900 IPF
Connect RES and
Implementation
of Smart Grid
Concepts
North CSE
Corridor: New
400/110 kV 2x300
B21-SRB-
7 w SR Serbia KfW |MVA Belgrade PFS, 1,200,000 600,000 603,000 IPF
ENE-01 . ESIA
West Substation
and OHL 400 kv
Serbia — Romania
REEP Plus:
8 WB21-REG- All KfW |Window 4 — Public OTH 800,000 600,000 624,000 JF
ENE-04 .
Buildings
Elbasan
9 WB21-ALB- Albania KfW |Functional Waste FS, ESIA, 1,000,000 500,000 502,500 IPF
ENV-01 PIU
Area
WB21-ALB- . Fier Functional FS, ESIA,
10 ENV-02 Albania Kfw Waste Area PIU 1,000,000 500,000 502,500 IPF
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Grant code

Sector Beneficiary

Lead
IFI

Short title

Grant
services

Grant
submitted
(a)

Grant
revised (U)

Grant Source
amount of
(incl. fee) | funds

11

WB21-ALB-
ENV-03

Albania

Kfw

Water Supply and
Sewerage Systems
in Himara
Municipality and
Its Costal Villages

SoW

2,220,000

2,220,000

2,308,800 JF

12

WB21-KOS-
ENV-02

Kosovo

WBG

Fostering and
Leveraging
Opportunities for
Water Security in
Kosovo:
Construction of
Kremenata Dam

DD, TD

1,000,000

1,000,000

1,040,000 JF

13

WB21-SRB-
ENV-02

Serbia

EBRD

Construction of
Struganik Dam on
the River Ribnica

FS, ESIA,
PD

800,000

800,000

804,000 IPF

14

WB21-SRB-
ENV-03

Serbia

EBRD

Flood Risk
Management
Programme for
Central Serbia

FRMP,
SEA

1,300,000

1,300,000

1,306,500 | |IPF

15

WB21-ALB-
SOC-01

Albania

EIB

Additional
Infrastructure in
the Student City
of the University
of Tirana

FS, PD

500,000

500,000

502,500 IPF

16

WB21-KOS-
SOC-01

Kosovo

EIB

Construction and
Rehabilitation of
Healthcare
Infrastructure

FS, CD,
OTH

1,000,000

1,000,000

1,005,000 | IPF

17

WB21-ALB-
TRA-01

1137\ Albania

EIB

Comprehensive
Network (CVIII):
Durres —
Rrogozhine
Railway Section

DD, TD

1,900,000

1,700,000

1,708,500 IPF

18

WB21-MNE-

TRA-01

1A\ Montenegro

KfW

Orient/East-Med
Corridor (R4):
Golubovci - Bar
Section on the Bar
— Vrbnica Railway
Line

PD, ESIA,
DD, PIU,
OTH

3,000,000

3,000,000

3,015,000 | IPF

19

WB21-SRB-
TRA-01

VAW Serbia

EIB

Mediterranean
Corridor (CX):
Belgrade Rail
Bypass
(Marshalling Yard
— Ostruznica —
Batajnica)

FS, ESIA,
PD

520,000

800,000

804,000 IPF

GRAND TOTAL

22,420,000

20,600,000

20,857,700




esment rememors VW BIF I 15
YE A?S

BUILDING THE EUROPEAN FUTURE TOGETHER

The following Round 21 TA GAFs have been screened and assessed positively, a financing
decision for these is foreseen for the next WBIF SC meeting in December 2019.

Lead G Grant Qi Total grant
# Grant code Sector Beneficiary Short title . submitted . .. amount
IFI services , revised (U) .
() (incl. fee)
WB21-SRB- Energy Efficiency Renovation OTH, FS,
Serbia CEB |Programme of Central CD, PD, |2,300,000 1,860,000 312,000
ENE-02 -
Government Buildings DD, TD
WB21-KOS- Construction and Demolition 'WMP,
ENV-01 Kosovo EBRD Waste Management Plan SEA 500,000 | 500,000 312,000
WB21-KOS- Pristina Sewage and
ENV-03 Kosovo Kfw Stormwater Network FS/MP 540,800 | 500,000 520,000
TOTAL 3,340,800 1,100,000 | 1,144,000

The following applications were screened and/or assessed negatively.

- Lead . . Grant
# |Grant code Sector |Beneficiary Il Short title Grant services submitted (€)
1 WB21-ALB-DII- D Albania EIB ReglonaI/NatlonaI Broadband Competent FS 250,000
01 Office
WB21-SRB-DII- F D, ESIA
2 S D Serbia EBRD |Nis Regional Smart City Infrastructure > €D, ESIA, 700,000
01 DD, TD
- Energy 4.0: Digitalisation of Energy
3 gile REG-DII D All KfW | Transmission and Distribution (F)s_IC:IA’ PIU, 3,500,000
Infrastructure in the Western Balkans
WB21-MKD- North . . T
4 ENE-01 Macedonia EBRD |North Macedonia — Serbia Gas Pipeline  |FS, ESIA 650,000
WB21-MKD- North Special Software and Hardware Platform
> ENE-04 Macedonia EBRD for Transmission Grid Management FS, TD 80,000
Bosnia and
WB21-REG- Herzegovina South East European Regional Security
6 ENE-02 Montenegro EBRD Coordination Initiative Phase 2 OTH 2,150,000
Serbia
WB21-BIH- Bosnia and . .
7 ENV-01 Herzegovina EBRD Sarajevo Water Project SoWw, PIU 1,000,000
WB21-ALB- . Comprehenswe Network ((.ZVIII):
8 TRA-02 i Albania EIB |Rrogozhine — Pogradec — Lin — Border FS, ESIA, PD 2,900,000
with North Macedonia Railway Section
WB21-ALB- oA . Construction of Two Logistics Centres in
9 TRA-03 Albania EIB Albania PFS 400,000
10 WB21-BIH-TRA- BB Bosnia an.d EIB Mediterranean Corridor (CVc): Kv:.mj PMC 800,000
04 Herzegovina Tunnel — Buna Motorway Subsection
. Mediterranean Corridor (CVc): Tarcin —
11 WB21-BIH-TRA- gy Bosnia an.d EIB |Entrance to lvan Tunnel Motorway PMC 400,000
05 Herzegovina .
Subsection
. Mediterranean Corridor (CVc): Putnikovo
1p WB21-BIH-TRA-BEEJIBosniaand | popr 405 Tunnel - Medakovo Interchange | PMC, SoW 4,450,000
07 Herzegovina .
Motorway Subsection
TOTAL 17,280,000

Overall 19 GAFs were screened and assessed positively in TA Round 21, for a total grant
allocation of €20.85 million (including fees).
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Overview by sector and beneficiary:

Sector No. Grant (€ m) Beneficiary No. Gran (€m)

Digital Infrastructure 2 1.2 Albania 5 5.5
Energy 6 6.2 Bosnia and Herzegovina 0 0

Environment 6 6.5 Kosovo 4 5.55
Social 2 1.45 Montenegro 2 3.6
Transport 3 5.5 North Macedonia 3 2.1
Total 19 20.85 Serbia 4 35
Regional 1 0.6

Total 19 20.85

Germany (Mrs. Sabrina Brabetz) confirmed on behalf of the BDs that the 4 selected projects
can be financed through the Joint Fund, for a total value (including fees) of €4.6 million; and
further enquired on the status of the projects that did not receive a positive financing decision
now.

DG NEAR (Mr. Wolfgang Schlager) confirmed that the projects would stay on the list for
December and at the same time suggested the IFls (of these projects) revert to the
beneficiaries and deliberate if these can or should be financed via the IPF instrument (subject
to available funds).

Overall the following split over the IPF and EWBIJF instruments is anticipated:
\ Positive applications / € millions

| |
\ Source of Funds  No.  Grant amount without fees (€m) ‘ Grant amount fees included (€m)
\ JointFund | 4 | 4.4 \ 4.6 \
\ IPF 15 16.2 \ 16.25 |
| Total 19 20.6 \ 20.85 |

EBRD (Mrs. Zsuzsanna Hargitai) enquired if the BD community would re-consider financing
WB21-KOS-ENV-01 at the 21t WBIF SC meeting, the construction and demolition Waste
Centres, since this project is of high priority. Germany (Mrs. Sabrina Brabetz) said it would
require further consultation with the other Bilateral Donors and will be subject to a financing
decision in December.

TA Round 22

DG NEAR (Mr. Wolfgang Schlager) informed participants about the limitation of funds under
the IPF instrument. Should the WBIF Steering Committee approve all the TAs endorsed by the
PFG in this TA round, there will be no available funds under IPF 8 and IPF 9. In light of this, a
“pause” or “break” for TA is proposed in second half of 2019. The next round for TA (Round
22) would be delayed until first half 2020. A decision on this will be taken at the next SC in
Berlin on 25 and 26 June 2019.
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EBRD (Mrs. Zsuzsanna Hargitai) and EIB (Mr. Giorgio Watschinger) supported the idea of a
TA pause.

DG NEAR (Mr. Wolfgang Schlager) concluded this session and recommended that “the
pause” for TA will be considered at the next WBIF SC, thus launching TA Round 22 at the 21t
WBIF SC meeting in December 2019.

Update INV Round 04

DG NEAR (Mr. Wolfgang Schlager) updated participants of the preliminary outcome of the
screening and assessment of INV Round 04. This latest INV Round was launched at the 18th
SC meeting in Paris (June 2018), following the submission deadline (30 November 2018), 20
INV GAFs were received for a total of €374.8 million grant request.

The PFG Co-chairs together with the IFIs presented the positively screened and assessed
GAFs:

Grant Conclusion
amount incl.

fees revised

Lead Short title Grant amount
IFI including fees
submitted

# Grantcode |Sector Beneficiary

WB-IG04-
MKD-ENE-01

EIB North Maced'onla‘— G.reece Gas 12,932,000
Interconnection Pipeline

North

Macedonia 12,724,000

Positive

Trans-Balkan Electricity
Corridor: Obrenovac — Bajina
Basta Double Circuit 400 kV
Overhead Line

WATSAN RS: Rehabilitation,
Reconstruction and
Construction of Water Supply
System and Expansion of
Sewerage System in the
Municipality of Laktasi

WATSAN RS: Construction of
Lokanj-Pilica WSS Phase 1 and
Construction of Small WWTP
for Tabanci in the Municipality
of Zvornik

WATSAN RS: Construction of
Tertiary Water Network with
Household Connections — Crno
vrelo Water Supply System —in
the Municipality of Prijedor

WATSAN FBiH: Construction of
Water Supply Investments on
the Right Side of the River
Vrbas and Reduction of Water
Losses in the Existing System
from the Resnik Water Source
in the Municipality of Jajce
WATSAN FBiH: Construction of
Secondary Sewerage Network

WB-1G04-SRB-

ENE-01 KFwW

Serbia 13,154,000 | 13,101,800 | Positive

3 WB-IG04-BIH- Bosnia and EIB

ENV-01 Herzegovina 1,020,000 0

Negative

4 WB-IG04-BIH- Bosnia and EIB

ENV-02 Herzegovina 606,900 606,900

Positive

5 WB-1G04-BIH- Bosnia and EIB

ENV-03 Herzegovina 1,928,371 0

Negative

6 WB-1G04-BIH- Bosnia and EIB

ENV-04 Herzegovina 1,530,000 Positive

1,530,000

WB-IG04-BIH-
ENV-05

Bosnia and
Herzegovina

EIB

in the Southeastern Part of the
City of Mostar — Opine
Settlement

1,020,000

Negative
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# Grantcode Sector Beneficiary | Lead Short title Grant amount Grant Conclusion
IFI including fees | amount incl.
L submitted | fees revised
Gjilan WWTP and Sewerage
g WB-IGO4-KOS- Kosovo EBRD Network Extension and 10,255,180 | 2,550,000 | Positive
ENV-01 o
L Rehabilitation
WB-IG04- Boka Bay Water Supply and "
i MNE-ENV-01 Montenegro  KfW Wastewater Collection Phase 2 4,467,231 4,467,231 Positive
Mediterranean Corridor (CVIIl):
10 WB-IGO4-ALB- AW Albania EBRD |Tirana Bypass (Kashar —Vaqgarr | 31,364,516 0 Negative
TRA-01
| — Mullet)
Mediterranean Corridor (CVc):
. Putnikovo brdo 2 Tunnel (Entity
1y WBIG0A-BIH- Ry Bosnia and oy g order Line RS/FBiH) - 13,261,000 15,932,000 Positive
TRA-01 Herzegovina
Medakovo Interchange
L Motorway Subsection
. Mediterranean Corridor (CVc):
1o WBIGO4-BIH- BEpBosniaand | papp porikuse — Nemila Motorway 34,140,400 | 42,099,480  Positive
TRA-02 Herzegovina .
L Subsection
. Mediterranean Corridor (CVc):
13 WB-IGO4-BIH- BEFRE Bosniaand oo r \iostar South — Kvanj Tunnel | 12,205,835 0 Negative
TRA-03 Herzegovina .
L Motorway Subsection
. Mediterranean Corridor (CVc):
14 WBIGO4-BIN- BEEgNRBosnia and | ¢y i Tunnel — Buna Motorway | 21,106,084 21,106,084 Positive
TRA-05 Herzegovina .
L Subsection
Mediterranean Corridor (CVc):
. Rudanka Interchange
15 WB-IGO4-BIH- Ryl Bosnia and | capry o ctajnica) — Putnikovo Brdo 2 | 38,768,800 | 38,768,800 | Positive
TRA-06 Herzegovina . .
Tunnel (Entity Border Line
| RS/FBiH) Motorway Section
Orient/East-Med Corridor:
General Rehabilitation of
WB-1G04-KOS- S Railway Route 10 - Signalling "
16 TRA-02 Kosovo EBRD and Telecom for Phase 1 & 53,805,000 | 27,394,758 | Positive
Phase 2 (Border North
| Macedonia — Mitrovica)
WB-1G04- Orient/East-Med Corridor (R4):
17 {8 Montenegro | EBRD |Matesevo — Andrijevica Section | 55,692,000 0 On hold
MNE-TRA-01 . .
L on the Bar — Boljare Highway
Orient/East-Med Corridor (CX):
1 WBAIGO4- JO(North aRD Tabanovce Railway Joint Border 5244420 | 2,765,227 | Positive
MKD-TRA-01 Macedonia -
L Station and Access Road
Orient/East-Med Corridor
WB-IG04- S\ North (R6a): Blace — Skopje .
1 MKD-TRA-02 Macedonia EBRD (Stenkovec Interchange) 27,214,728 | 27,225,128 | Positive
| Motorway Section
Orient/East-Med Corridor (CXc):
WB-1G04-SRB- S . Nis Bypass on the Nis — .
20 TRA-01 Serbia EIB Dimitrovgrad — Border with 35,098,465 0 Negative
L Bulgaria Railway Line
Total Energy & Transport| 201,117,277 (tbc)
Total Environment 9,154,131
Total Environment excl. BiH 7,017,231
GRAND TOTAL EXCL. Environment BiH| 208,134,508 (thc)
GRAND TOTAL 210,271,408 (thc)
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DG NEAR (Wolfgang Schlager) stated that the above presented list of positively screened and
assessed INV GAFs in the TRA and ENE sectors, which are to be financed through the COM
contributions (IPA), is subject to a decision of the IPA committee; and further enquired if and
to which extent the BDs would consider financing the ENV INV projects.

Germany (Mrs. Sabrina Brabetz) stated that the BDs carefully deliberated the ENV INV grant
portfolio and regret the absence of any SOC sector INV projects. Some BDs, already having
supported the Gradacac INV grant project, raised concerns about the implementation
capacities and the political situation in Bosnia and Herzegovina; moreover, due to the
limitation of funds, the two WATSAN ENV grant requests from Bosnia and Herzegovina will
not be supported, i.e. WB-1G04-BIH-ENV-02 and WB-IG04-BIH-ENV-04. The other two ENV
grant requests from Kosovo and Montenegro are viewed positively by the BD community,
especially the latter one as the first phase was also financed from the JF and, subject to
available funds, a decision will be made prior to the 215t WBIF SC meeting in December 2019.

EIB (Mr. Giorgio Watschinger) stated that both WATSAN ENV projects in Bosnia and
Herzegovina are mature and have been resubmitted three times (following respective
instructions); and further confirmed available implementation capacity on the beneficiary
side. Additionalities are substantial, since the two grants would “close” the projects. For these
reasons a way to finance these two INV grant requests should be found.

DG NEAR (Mr. Wolfgang Schldger) concluded, overall 2 ENE, 2 ENV and 7 TRA projects were
screened and assessed positively for a total grant consideration of € 209 million (tbc). The 2
ENV investment grant proposals total € 7 million and the connectivity investment grants (TRA
and ENE) total €202 million, with some clarifications still required on the grant amount of two
TRA projects. The financing decision of the BDs of the two ENV projects is delayed until the
21t WBIF SC meeting in December (due to financial limitations of the JF). DG NEAR will contact
the EU Delegation to see if the two WATSAN projects in Bosnia and Herzegovina could be
financed via national IPA contributions to the Joint Fund.

DAY 2 - open policy and strategy session

The EU ambassador to Albania and Head of EU Delegation, Mr. Luigi Soreca welcomed
participants to the second day of the 27t PFG, reiterating WBIF’s commitment to the Western
Balkans having allocated over € 1 billion in grants to the region. WBIF has proven to be a most
successful platform strengthening the economies, regional cooperation and connectivity and
moreover furthering key reforms for EU accession. Infrastructure investments must always
be accompanied by relevant sector and policy reforms, leading to open and transparent
regulatory frameworks. A liberalised regional economic area is estimated to create up to
80,000 additional jobs. The EU, as the main donor in the region, is fully committed to further
support investments and the necessary policy reforms in the coming years.
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DG NEAR (Mr. Wolfgang Schlager) informed stakeholders of the outcome of the project
oriented session (Day 1). Bosnia and Herzegovina (Mrs. Sabina Dizdarevic) requested that the
reasons for negative screening should be shared with the beneficiaries.

WBIF 2.0

DG NEAR (Mr. Wolfgang Schlager) updated participants on the WBIF’s evolution to WBIF 2.0.
The top part of the new WBIF umbrella (see presentation) will be strengthened to include
more emphasis on strategy and policy reform. One possibility could be to invite the so-called
“Sherpas” (or other extended beneficiary participation) to the WBIF SC meeting, while the
operational and technical levels will remain largely the same. EDIF will be fully integrated into
the WBIF and there will also be closer coordination with other regional initiatives in energy
efficiency (EFSE, REEP, GGF). A comprehensive round of stakeholder consultation took place
and the feedback will be shared with the partners. The upcoming 20" WBIF SC meeting in
Berlin will include a presentation on the feed-back and summary of the state of play with
proposed steps forward. Most stakeholders support the WBIF 2.0 evolution, and welcome the
integration of EDIF into WBIF, but requested clarity on the main objectives, the scope and
timeline for the review. WBIF should gain and not lose efficiencies through the potential
engagement of additional stakeholders at the strategic level of the reinforced WBIF umbrella.
DG NEAR therefore proposes the establishment of a working group charged with: (1)
Policy/strategy related aspects, (2) operational aspects and (3) legal aspects. Based on the
discussions at the WBIF SC in Berlin, the proposals of the working group and further
considerations at the next PFG, final recommendations would be presented to the 215t WBIF
SC meeting in December 2019.

Italy (Mrs Raffaela Di Emidio) recalled that during the last WB EDIF preparatory meeting in
Sarajevo,®> DG NEAR highlighted some operational aspects, inter alig the Platform Advisory
Group to keep its format and identity, as a private sector session within the wider WBIF SC.

Germany* (Mrs Sabrina Brabetz) outlined the position of the BDs: (1) the BDs welcome the
initiative of the COM (background paper, stakeholder consultation) as a starting point for
further deliberation; (2) the BDs asked for the overall direction and objectives of WBIF to be
determined first, because BDs have little desire for repeated structural discussions but wish
to concentrate on WBIF’s core business, to facilitate implementation of high priority projects
in the Western Balkans; (3) further deliberation is required for:

9 identification of challenges for - and objectives of WBIF 2.0;

9 means to achieve these objectives and meet these challenges, and

9 clarity on the practical and legal implications for WBIF.

The BDs further asked for sufficient time to be allocated to the above wider context for WBIF,
before additional steps, for example recommendations to the WBIF SC are taken. As a vision,
Germany presented the BDs view on the future WBIF:

¥ WB EDIF Working Group and Support Services Working Party held in Sarajevo on 7th May 2019.
4 This is the agenda point “BD priorities” and was taken forward in the agenda.

10
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all sectors should be eligible for INV co-financing by the COM and no more earmarking
of funds for connectivity projects;

the WBIF should be efficient, transparent and output-orientated;

the WBIF structures should be lean, enabling free and frank exchange of views;

the COM should provide additional information in general and especially on the SOC
and ENV sectors (than is provided in the background paper);

more details are needed on the modalities of IPA Ill as main WBIF driver in the future,
allowing WBIF to be fit for the expected absorption and allocation of additional funds;
the BDs have reservations on the involvement of the “Sherpas”, this might lead to a
formalisation of the otherwise open discussions;

details should be provided on how EDIF will be integrated into WBIF.

o Do To oo Do

The establishment of “one” working group is preferred, as different stakeholders may have
different views on the issue, since the issues at hand are interlinked and are likely to have
impacts elsewhere; if required sub-working groups on technically difficult topics (i.e. legal
drafting) can be considered.

Bosnia and Herzegovina (Mrs. Nermina Saracevic) noted that “Sherpas” are involved into
discussions at the “Western Balkans 6” level. Regarding the integration of EDIF and other
initiatives, beneficiaries might not have the required implementation and monitoring
capacities which could affect the quality of “core” WBIF business. Equally important is EU
support to facilitate coordination with neighbouring EU member states for implementation
of regional cross-border connectivity projects.

EIB (Mr. Massimo Cingolani) questioned if missing details of the COM background paper
would be addressed by the new working group. The main advantage of WBIF is its cooperative
nature. WBIF’s collective interest, different to the private interest of stakeholders, needs to
be framed and thus defining the evolution process. The collective interest must be guided by
the beneficiaries and while “Sherpas” could contribute to this effort, their involvement could
be to the detriment of the cooperative nature of WBIF. Procedures must stay lean.

ECS (Mrs. Violeta Kogalniceanu) seconded the request of engagement with neighbouring EU
member states, as is already the practice for the ENE sector.

EBRD (Mrs. Zsuzsanna Hargitai) supported the idea of one working group (1 representative
per IFl) to take WBIF forward on its path; in doing so, the main challenge will be to keep WBIF
lean and efficient as funding scales up under IPA 111 (2021-2027). In this light, WBIF must look
at the implementation capacity of beneficiary entities across the region as the absorption of
funds is already a challenge.

CEB (Mr. Miles Raguz) noted the original intent of WBIF was to support IFl-led infrastructure
projects with TA funding, and later with INV, which is now to be enlarged with a wider policy
segment and new related instruments. Thus IFIs may need to find new or reassign resources
to navigate the proposed new setup.
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DG NEAR (Mr. Wolfgang Schldger) concluded this session on WBIF 2.0 by reassuring
participants that no recommendations for decision but a ,,status update” will be submitted to
the 20th WBIF SC meeting in Berlin. Further, a lean and informal Working Group will be
operationalised; on details and modalities of IPA lll, the COM will soon share additional details
with WBIF stakeholders; this will also include further reflections on the COM'’s position on the
future co-financing of ENV and SOC projects.

WBIF Self-assessment

The WBIF Secretariat (Mrs. Stine Andresen) presented the main results of the WBIF self-
assessment, carried out in the second half of 2018. The self-assessment was split into 3 parts,
WBIF’s current functioning, areas for improvement and WBIF’s future orientation. Overall 68
WBIF stakeholders replied, split over all stakeholder groups. The three areas working best
were project / grant related discussions and approval process and policy & strategy
discussions; the three most popular areas for improvement were project implementation,
ToR preparation and project / grant approval process. Regarding WBIF’s future orientation,
most stakeholders see WBIF’s evolution and integration of other initiatives as positive,
concerns or uncertainty relate to the depth and speed of WBIF’s evolution and on keeping
WBIF efficient.

COM IAS Audit

The WBIF Secretariat (Mrs. Stine Andresen) presented the outcome of the internal audit,
which, as an internal COM document, cannot be published. The objective of the audit was an
assessment of the adequacy and effectiveness of the management and coordination activities
of DG NEAR for the implementation of [the NIF and] the WBIF. Most of the findings pertain
to the efficiency and transparency of WBIF and related COM procedures and to reporting
modalities under the EWBIJF. Some of the recommendations have already been implemented,
some are subject to ongoing efforts, e.g. the ones relating to the Monitoring Report and MIS
data quality, some others will be addressed in the near future, such as the updating of the
Rules of Procedure and the General Conditions which also feeds into the overall WBIF 2.0.
The issues relating to reporting will be discussed further with the managers of the EWBIJF.

EBRD (Mrs. Caroline Clarkson) clarified that EBRD reports on the EWBJF are provided in
accordance with the existing General Conditions of the Joint Fund and that the
recommendations imply new working arrangements to be agreed in the context of WBIF 2.0.

IPF Evaluation

DG NEAR (Mr. Antonio Garcia Suarez) introduced the IPF Evaluation report. This report was
commissioned following a request by the BD community and was carried out by external
consultants. The first draft report was submitted in March 2019, the final report was
submitted in May 2019. The report highlighted 12 main findings and issued 9
recommendations. One set of recommendations (Nr. 1 to 4) address the IPF management and
monitoring framework and suggests the establishment of additional governance structures.
Other recommendations (Nr. 5 and 6) suggest to strengthen beneficiary ownership and their
buy-in into projects and to improve IPF Country Managers’ monitoring functions. Further (Nr.
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7) IPFs should only be used for advancing project’s maturity and (Nr. 9) qualitative targets
should be raised at project preparation. Finally (Nr. 8), alternative IPF procurement methods
are proposed, including assigning greater value to quality of consultants in terms of
experience and specialization versus price.

Background Paper: Unlocking Efficiencies

IFICO (Mr. Falko Josef Sellner) presented the Background Paper “Unlocking Efficiencies” to
participants. The WBIF Secretariat Coordination Meeting meets 2 — 3 times per year and
consists of the WBIF Secretariat, DG NEAR, EIB, IPFs, IFICO, Connecta (country managers if
needed). The second last such meeting took place in Belgrade in February 2019, where
potential improvements to the ToR preparation and implementation process were discussed.
As a guiding document, the IPF 3 recommendations were used. As a result of this internal
deliberation, four immediate recommendations were put to the 27™ PFG.

(1) Supervision of works shall no longer be allocated to IPFs;

(2) IPF’s suitability for detailed design should be reviewed;

(3) Introduce deadlines for beneficiaries;

(4) Remove “conflict of interest” from the Vademecum and design a “ToR” preparation

and implementation process, guided by the IPF3 recommendations.

Discussion (all above topics)

Bosnia and Herzegovina (Mrs. Sabina Dizdarevic) accepted that Supervision of Works should
no longer be implemented by IPFs and enquired if more IPA grant funds could be transferred
to EWBIJF since certain detailed design might no longer be within the remit of IPFs; in general,
detailed design should be also kept under TA calls; further questioned to which extent NIPACs
are supposed to be involved into the monitoring of sub-project progress and / or these
(additionally) proposed IPF governance structures and finally raised concerns about IPFs
writing their “own” ToR. Further, sections of the IPF evaluation report should be checked for
accuracy. Italy (Mrs. Raffaela Di Emidio) noted that the European Commission, having been
in charge of the IPFs for considerable time, should be in the best position to look into IPF’s
functioning to identify the best solutions. CEB (Mr. Miles Raguz) reported on the difficulties
in finding specialized expertise for the social sector, such as health infrastructure, within
available funds and budgets, which should become even more evident with the new digital
sector. EIB (Mr. Massimo Cingolani) stressed that the IPF evaluation report reflects the
opinion of the consultant, the report as such contains incorrect and wrong statements. Serbia
(Mrs. Aleksandra Radinovic) seconded the request of Bosnia and Herzegovina on the
continued inclusion of design projects under the IPF instrument. Sweden (Mr. Johann Willert)
stated that IPFs are the engine of WBIF and recommendations for improvement should be
taken on board; and enquired if DG NEAR planned to issue a (more detailed) response to the
IPF evaluation report. Germany (Mrs. Sabrina Brabetz) recommended improvements to the
IPF planning process, so that IFls can better arrange their projects through the IPF instrument.
EBRD (Mrs. Zsuzsanna Hargitai) encouraged PFG members to provide written feedback on the
IPF evaluation report to ensure improvements under WBIF 2.0.
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DG NEAR (Mr. Wolfgang Schlager) concluded by stressing that the IPF evaluation report
reflects the view of the consultants. There are inaccuracies in the report, the conclusions are
“food for thought” and will, where relevant, feed into the discussion / working group for WBIF
2.0.

Background Paper: Western Balkan Infrastructure Investment Study

The wiiw® (Mr. Mario Holzer) presented the main findings of the Austrian and Norwegian
jointly commissioned study by the Vienna Institute for International Economic Studies. The
study is split into 4 parts: (i) state of the infrastructure investments, (ii) infrastructure needs,
(iii) indebtedness of the WB economies, and (iv) policy recommendations. The policy
recommendations are split into short and long term recommendations. The short term
recommendations include a reconsideration of the public infrastructure investment mix and
to prioritise alternative sectors, such as water, sanitation, health and social activities under
IPA lll. The Austrian “Asfinag” model is suggested for capital intensive investment projects
and limited use of PPP for selected projects. Long term recommendations include the
establishment of a joint regional Western Balkan Investment Committee equipped with
supra-national powers and of a regional Western Balkan Regional Infrastructure Fund; joining
of the Euro area without voting rights is also proposed. Finally, the report recommends “[...]
support for infrastructure investment could be used as a reward for solvingstanding
political stalemates in the Western Balkéns

Background Paper: WBIF Pipeline Financing Needs Assessment

IFICO (Mr. Detlef Pulsack) presented the outcome of the update of the Financing Needs
Assessment, including INV Round 03 and TA Round 20. Financing needs were identified
according to maturity, by sector and IFl and over the next 5 years. From 96 active TA projects,
40 are allocated to projects with further TA funding needs. These total over € 236 million for
TA and another € 157 million for supervision of works. For these 40 active INV projects, a total
and maximum INV grant need of € 1.64 billion was identified and another € 463 million for 18
projects with yet to be defined financing plans, totalling at € 2.2 billion in potential INV grant
needs. The majority of these needs would occur in the coming years. 49 projects in the WBIF
pipeline will require additional loan financing over € 2.8 billion.

DG NEAR (Mr. Wolfgang Schlager) stated that these data raise the question on how these
financing needs can be addressed, since the COM cannot meet these demand and suggested
gualitative aspects and prioritisation to be taken into consideration when allocating COM INV
grants.

Background Paper: Funding Needs in the Youth Education Sector (YES)

CEB (Mr. Miles Raguz) introduced the IFICO-prepared Youth Education Sector study (YESS) to
participants. The study was conducted in response to a call from the WB6 (Paris, July 2016)

5 Vienna Institute for International Economic Studies.
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to refocus on youth employment. Consequently and upon a proposal from CEB, as PFG co-
chair in 2017, this study was commissioned to IFICO. The methodology consisted of desk
research, followed by comprehensive beneficiary consultations. Following the definition of
“youth” (15-24 year olds), all together 25 relevant projects were identified, in various stages
of advancement and maturity. A YES pipeline per beneficiary was produced, concluding that
substantial investments into youth education are required in the Western Balkans. Priority
actions include Youth Education to be set as policy priority in the Western Balkans,
strengthening of the YES planning and implementation capacities, TA grants should be
considered for project identification, preparation and management, YES projects with highest
visibility and impact should be promoted and substantive INV grants should be allocated,
sparking the interest of national authorities and IFls alike.

EIB (Mrs. Dubravka Negre) confirmed EIB’s ongoing interest in the YES and mentioned the
linkage to the digital sector; the capacities of beneficiaries in this social subsector are not
sufficient to implement projects; beneficiaries are encouraged to review their YES pipelines
(in this YES report) and to update their lists. KfW (Mrs. Constanze Kreiss) agreed that this
sector should be advanced under WBIF and briefly outlined a regional KfW project under
preparation, the “Regional Challenge Fund”, which addresses demand oriented vocational
training in all Balkan countries by providing financing to selected consortia of private sector
companies and public educational institutions. The project will also be presented during a
side event at the WB6 summit in Poznan. KfW will respectively seek EU funding for this
project.

CEB (Mr. Miles Raguz) noted that under IPA2 the demand for projects in this segment declined
as beneficiary countries shifted demand to connectivity sectors due to the incentive of INV
grants, but all sectors will have access to such grants under the new MFF/IPA3, which will
incentivize the beneficiary countries to present projects in the segment again. Comments to
the YESS were invited until 14 June 2019 a final report can be expected end of June 2019.

Digital Infrastructure Development in the WBIF

DG CONNECT & DG NEAR (Mr. Mattias Bergdahl and Mrs. Mirna Medica) presented the 5
main priorities of the Digital Agenda for the Western Balkans, their respective status and key
areas of improvement; these are coordinated closely with national administration and the
Regional Cooperation Council. These main priorities are: (i) lowering the roaming cost, (ii)
deployment of broadband, (iii) strengthening the digital economy and society, (iv) capacity
building in digital trust and security, digitalisation of industries and (v) adoption,
implementation and enforcement of the EU acquis. Of particular interest for WBIF could be
the capacity building and broadband roll out with all its consequences, since this would open
new economic opportunities.

EBRD (Mrs. Ersida Docaj) presented EBRD’s approach to ICT development in the Western
Balkans. Concrete support for the Western Balkans would be an analysis of broadband needs
and gaps and the roll-out of broadband networks. The EBRD Knowledge Economy (KE) Index’s
fourth pillar is ICT infrastructure: broadband speed and penetration. The ICT infrastructure
dimensions look into ICT availability and sophistication. Estonia was mentioned as a
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comparable raw model for the Western Balkans, being one of the most developed digital
societies worldwide. EBRD conducted a KE Cluster analysis and compared to the OECD
average, Western Balkans economies lag behind. EBRD’s “Generic Financial Model” was
traduced, consisting of a cost and a financial model, allowing economies to address the main
challenges associated with broadband rollout (high costs). Six project delivery types were
proposed under the financing model, including PPP.

EIB (Mrs. Dubravka Negre) recommended that NIPACs discuss their digital infrastructure
needs in house, and ensure the strategic agreements are in place; financing of broadband roll
out could be through PPP vehicles. Bosnia and Herzegovina (Mrs. Sabina Dizdarevic)
mentioned that penetration rates in Bosnia and Herzegovina are low and no mapping has
been conducted and requested guidance on further / next steps. EBRD (Mrs. Ersida Docaj)
confirmed that diagnostic for penetration is normally the first step, a review of existing
infrastructure and user preferences, followed by a mapping exercise. EBRD (Mrs. Zsuzanna
Hargitai) further mentioned that in all capital cities, existing infrastructure is not shared.

Public Private Partnership (PPP) Opportunities in the Western Balkans

EPEC® (Mrs. Chris Blades) reported on the two WBIF assignments to EPEC under WBIF. The
first assignment “PPP institutional strengthening in Western Balkans” was concluded in 2014,
with the objective of strengthening PPP institutional arrangements, bringing European
experience to the Region and sharing knowledge/experience. The second follow up
assignment “Strengthening the capacity of the public sector to undertake PPPs in the Western
Balkans” was completed in 2018. The objective was to strengthen the capacity of key public
sector bodies to identify, prepare and procure sound PPP projects. This project was split into
4 components (i) review of sample PPPs, (ii) development and use of a “project preparation
status tool, (iii) & (iv) were guidance documents for value for money assessment and PPP
procurement. Challenges for the Western Balkan economies include insufficient capacities at
national PPP units and need for assistance in the preparation, procurement and monitoring
of PPPs.”

EBRD (Mrs. Zsuzanna Hargitai) presented EBRD’s view on PPP opportunities in the Western
Balkans. While PPP may sound like “scary language”, the basic ingredients for a PPP to thrive
are simple: a robust policy and legal framework, capacity within public administrations to
engage as long term counterparts for private investors and private appetite to engage in PPPs.
The PPP track record in the Western Balkans shows a high mortality rate. There are, however
sectors and examples where PPPs work, e.g. port development in Montenegro, the airport in
Tirana. Sectors where PPPs could be developed include: urban transport, under/above ground
parking, ESCO® models beyond street lightening, solid waste management and recycling.
Medical and educational services are also possible whilst traditional sectors like water and

6 European PPP Expertise Centre: www.eib.org/epec
" These reports are available on the WBIF website (Library), also in Serbian language.

8 Energy Savings Company
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wastewater treatment plants are less likely. For roads, the main challenges (Mr. Donald
Mishaxhiu reported) are the appropriate structuring and preparation of PPP projects in order
to address the risks as well as limited lack of fiscal space when the project involves availability
payments. In certain cases, sovereign lending may well be a cheaper option for governments.
Unsolicited bids, in the Western Balkans are still common place and should be phased out.

Germany (Mrs. Sabrina Brabetz) mentioned that concerns regarding PPPs (esp. PPP
management) are part of the Policy Guidance of the Economic and Financial Dialogue
between the EU and the Western Balkans (and Turkey) and enquired if beneficiaries are aware
of potentially negative impacts of PPPs. Bosnia and Herzegovina (Mrs. Nermina Saracevic)
showed interest to discuss PPP opportunities further, mentioned the absence of a regulatory
framework for PPP in Bosnia and Herzegovina and enquired about steps that can be taken to
nevertheless facilitate PPPs. EIB (Mrs. Dubravka Negre) mentioned that the required
regulatory frameworks for PPP are in embryotic stages and there is a cross-Balkan
institutional weakness. Decisions on PPPs are often not based on proper PPP suitability
assessments.

Status update on EWBIJF
EBRD (Mrs. Caroline Clarkson) presented the update of the balance of the Joint Fund, showing
an overall available balance of € 10.43 million, of which € 2.16 million are “reserved” for the
Gradacac INV grant (under approval via written procedure), leaving annual located balance
of € 8.27 million.

WBIF Monitoring Report

The WBIF Secretariat (Mrs. Stine Andresen) presented the results of the WBIF 6 monthly
monitoring report. Highlights include:

A 172 Projects supported

A €183 bn Total estimated project value
A €55 Signed loans

A 291 Grants approved

A €1bn Total grant amount

The leverage “signed loans to grants” is 5.4:1. The newly introduced result indicators are split
into achieved results and expected results. These are, while impressive, only based on MIS
data and entries. IFls are encouraged to review these indicators and to adjust these values
directly in the MIS (if required). The beneficiaries are also invited to review their specific
indicator values and to contact the lead IFl and IFICO should there be any inconsistencies. The
WBIF website shows these indicators via live-feed from the MIS.

WBIF 10 Years & WBIF Secretariat Technical Updates
The WBIF Secretariat (Mrs. Stine Andresen) presented the WBIF 10 years anniversary action
plan to participants, which includes a new identity (new logo, slogan, lay-out of roll-ups, fact

sheets, etc), 10 feature and success stories, the first two of which have been published
already, 2 sub-sector video clips and another video clip for the 10 years celebration in Berlin
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(under production). A new more dynamic website is almost ready, it will introduce new
functions and can cope with the increased traffic and demands. The photo exhibition will
travel to the WBIF SC meeting and possibly to Poznan (in electronic form) and will tour the
Balkans. A quarterly newsletter will be released.

The new Guarantee Instrument is now in an advanced stage, the IFls will submit Project
Concept Notes until the end of May 2019, technical design, selection and award criteria will
be finalised in June and the Call will be launched before the summer break. The guarantee &
TA are expected to be allocated toward the end of this year and contract signatures with IFls
will be in 2020.

The MIS was also comprehensively updated, a new grant page and project location maps are
online, the result indicators have been added and MIS training will be provided for selected
IFls.

All WBIF stakeholders updating the MIS are strongly encouraged to update and submit their

respective contributions to the MIS in a timely manner. Recent delays in MIS updates have
led to knock-on delays.

End of MoM.
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