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1 Context and summary of the programme

The New Neighbourhood Policy of the EU

The Black Sea Basin is one of the main areas of interactioreéetthe European Union (EU)
and its eastern neighbours, and it is experiencing rapid and inteugerst evolution. After the

last enlargement in 2007, with the accession of two littoralsst&elgaria and Romania and
with Turkey conducting accession negotiations, the EU now has shorbke 8tatk Sea. As a
result, the EU’s interest in furthering stability and secuirtythis region has grown even
stronger.

In order to address the challenges emerging in this area aens of relations with the other
southern and eastern EU neighbours, the EU decided during 2003 to promote@preach in
the cooperation with neighbour countries, which resulted in the relea@seoohprehensive new
strategy in May 2004, the European Neighbourhood Policy (EN#Pprder to implement this
Strategy, financial means are being made available througButapean Neighbourhood and
Partnership Instrument (ENBI)

The current relevariegal frameworks for EU relations with these countries are set out in the
Partnership and Cooperation Agreements or Association AgreemarttglNriorities are to be
addressed through ENP Action Plans and Road maps for Russia.

Cross-border cooperation (CBC) is an integral component of the ENPBfahé EU-Russia
Strategic Partnership enabling both EU Member States and peotndries to work together on
a regional basis. These ENPI CBC programmes cover the csupnfriastern Europe, the
Southern Caucasus, and the Eastern and Southern Mediterranean. Qbjéativéhe
programmes, along with eligible areas and indicative finandiatations are outlined in the
ENPI CBC Strategy papér.

The core policy objectives of CBCon the external borders of the Union are to support
sustainable development along both sides of the EU’s external boalezgute differences in
living standards across these borders, and to address the chafledggsportunities following
EU enlargement or otherwise arising from the proximity betwegions across European land
and sea borders.

The Black Sea Basin CBC programme is one of three maritisia peogrammes established in
the framework of the ENPI CBC strategy, and one of the most exmmgVen if with a limited
financial allocation.

The eligible area

The Black Sea Basin eligible area occupies a territory of 834s41%m. and includes a
population of 74.2 million people. It involves ten countries, some of whicbhdadhe whole of
their national territory (Armenia, Azerbaijan, R. Moldova and Gedrgvhile for some others

! European Neighbourhood Policy STRATEGY PAPER COMMOATION FROM THE COMMISSION COM
(2004) 373 final Brussels, 12.5.2004

% Regulation (EC) No 1638/2006 of the European Bamdint and of the Council of 24 October 2006 laylogn
general provisions establishing a European Neighitmmd and Partnership Instrument.

% European Neighbourhood and Partnership Instru@esgs-Border Cooperation: Strategy Paper 2007-2013,
Indicative Programme 2007-2010
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those regions closest to the Basin (Bulgaria, Greece, RomamsajaR Turkey and Ukraine).
The ten countries include four (Greece, Armenia, Azerbaijan atioRiova) not physically on
the coast of the Black Sea, but clearly integrated or connectied Black Sea Basin in terms of
historical, economic, cultural, social and environmental factors. Ther asix countries
(Bulgaria, Romania, Russia, Turkey, Georgia and Ukraine) have direct aztiesBlack Sea.

The programming process

According to the ENPI CBC Strategy Paper, joint ownership ofptfoeess, based on the
awareness of shared values and common interests, is essdm@i&UTdoes not seek to impose
priorities or conditions on its partners. Therefore a partnershigprfogramming has been
promoted, involving all participating countries, and with the support of Edoeopean
Commission (EC) through Technical Assistance (TA) projectsbdbin EU member states and
partner countries in the programme partnershpommon and equal participation of each
participating country has been promoted during the programming praoess, the institutional
architecture for programme implementation.

The Joint Managing Authority (JMA) has been established in Romanithe Ministry for
European Integration, now Ministry for Development, Public Works and HgusThe
participating countries established a Joint Task Force (JTF) isutmener of 2006. Regular
meetings were held over the following year, in order to reacteagmet on the strategy of the
programme and the arrangement of the principles and procedures rdgrarpme
implementation.

The 10 participating countries of the Black Sea Basin pnogra organised consultations in the
eligible regions, involving local and central authorities, stakehs|derd potential beneficiaries.
In the period between October 2006 and February 2007 these consullatioris the
identification of key strengths and weaknesses as well as thered@sant opportunities and
threats in the eligible area. At the same time the objecttfehe ENPI CBC Strategy Paper
were considered in comparison with the objectives and priorities fidenby the regional
actors, leading to the formulation of the objectives and prioritbestife Black Sea Basin
programme. In some regions, like in Romania, events of a more pronatiaracter were
organised in addition, starting from April 2007, presenting the opporturtdffesed by the
programme and describing the cross border partnerships that could betestippater the
programme.

The Strategic Environmental Assessment (SEA)

After the agreement on the basic content of the programmetsgstrand priorities, the JMA
started the process for the Strategic Environmental Asseségteh} early 2007, in cooperation
with the programme partners and the EC.

The characteristics of the directions for support specifiechenRrogramme and the level of
detail in the description of the directions for support only mag®ssible to make a specific
assessment of the likely environmental impacts of a limited gfathe programme. To the
extent an assessment was allowed it has been possible tangbxerall qualitative assessment

* Turkey as a negotiating candidate country is neeced by the ENPI Regulation (EC) N° 1638/2006 dlatwed

to participate in the Black Sea Basin Programmacitordance with art. 86(4) of the Commission ReguiaEC)

No 718/2007 and the Article 9(5) of ENPI Regulation

® Partner countries have been supported for theiicjgation in the programming process by the ReglicCapacity
Building Initiative (RCBI), a TA project financedytihe TACIS instrument, while Romania and Bulgdréeve been
supported by projects financed from PHARE.
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indicating if the effects on the identified environmental isswedilkely to be positive, negative
or neutral.

The overall conclusion of the SEA is that no significant environmegitatts are likely to
influence any of the identified environmental objectives negatively.

According to the SEA Directive Article 10, significant environna¢m@ffects of implementation
of plans and programmes shall be monitored in order to identify atudy stage unforeseen
adverse effects, and to be able to undertake appropriate remedial action.

However, as no significant negative environmental impacts angeceed from the

implementation of the JOP there is no need to establish a specific system foringpn

It will, however, be important when preparing the interim and ex pwatuations of the
programme to include an explicit requirement on assessing the environeféatt of activities
and projects on the relevant environmental objectives. Also an expgligiirement should be
included to the interim evaluation to propose corrective measurde ievaluation shows
unexpected adverse environmental effects.

The main development issues and common challenges

All eligible regions lag behind the EU average level of develaop®oth in the new member
states and in the partner-countries. The annual per capitasGi2fow 3,600 Euro on average,
with the only substantial exception being the Greek regions. Even thdugbg®ns are
experiencing a very dynamic economic growth, which is sligiettiucing this gap and creating
the basis for further improvements, the economic imbalances are still stroitggte

As a consequence, all countries in the Basin are experiencstgrg “push” factor for
migration, that together with the “pull” factor due to the proximity the rich European
economies, has generated negative or strongly negative nettiongbalances. In some cases
this migration is so strong, especially among the active-age popuknd the most skilled
workers, that it is becoming a constraint for local development.

The quality and quantity of the region’s infrastructure refleloes general level of economic
development. The availability of transport infrastructure is éhiteven taking into account the
sometimes relatively low intensity of use of some of this stftecture, which reflects the lower
levels of economic development. Utility infrastructure is aslb underdeveloped, with water-
related infrastructure not available for many of the region’s inhabitaptsciadly in rural areas.

In addition, many other common challenges can be observed. Amaosg dhe the recent
internal and international tensions, which have become frozen canflidgal human
trafficking, illegal migration, structural geographical constigiand insufficient social and
economic infrastructure. Nevertheless, the challenge identifiedebpartners as being the most
relevant for the programme strategy is the environmentaladation that is rooted in the
geological structure of the Basin, but has been accelerdtiagto human factors, especially
since the geopolitical and economic changes in the early 900Wltrees are extremely energy
intensive, which has a great impact on the environment. The insuffiel@vitonmental
infrastructure leads to heavy pollution, especially of riverfiwithe Sea Basin and the Black
Sea itself.
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The partners have designed the strategy of the programme applying a numair mfiimsiples:

Identifying a consistent strategic framework combining
ENPI CBC Strategy Paper and the specific issues that
emerged from the analysis of the area

the
have

Choosing a realistic overall objective in the framework of
ENPI CBC Strategy Paper by taking into account the finar
budget of the programr

the
cial

Choosing specific objectives that can be practically addre
by the programme partners, taking into account
administrative and legislative framework in the partner regi

ssed
the
ons

Adopting a strategy capable of maximizing impact at cult
level, and spreading awareness of the potential for partne
and cooperation to address the common challenges that

NN/,

ural
rship
face

Objectives and priorities

Taking into account the adopted strategic programming principles, ttmegsahave agreed that
the overall objective of the programme is dohieve stronger regional partnerships and
cooperation.

In doing so, the programme aims to contribute to its key wider tlgec“a stronger and
sustainable economic and social development of the regions of the Blacla 8asin”.

The programme’s threspecific objectives based on those of the ENPI CBC Strategy Paper are:

1. Promoting economic and social development in the border areas
2. Working together to address common challenges
3. Promoting local, people-to-people cooperation

These three specific objectives will be pursued by means ofgghegies, which together form
the programme’s approach to achieve these objectives:

1. Cross border support to partnership for economic development based on combined
resources

2. Networking resources and competencies for environmental protection andvatinger

3. Cultural and educational initiatives for the establishment of mnmon cultural
environment in the basin

The three priorities will be implemented through a total of 7suess at operational level. These
measures are presented in detail in Chapter 4 of this programme document.

Of the four main objectives in the programming guidelines, the objectiVEargeting efficient
and secure borders” of the ENPI CBC strategy will not be adddeby the Black Sea Basin
programme in the 2007-2013 programming period
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Financial allocations and the programme financial plan

The programme will be financed from the ENPI instrument. Theumsnt for Pre- accession
Assistance (IPA) will finance the participation of Turkey, asEU Negotiating candidate
country, to this programme. The participating countries will ensure a 10edwleco-financing.
10% of the EU allocation will be allocated for the TA for thegpaonme management activities
not financed by the partners, such as the operational costs I¥ifhewhich will be funded by
Romania.

The total ENPI budget for the years of the programme period {2003) is 17,305,944 Euro.
The indicative allocation of IPA funds to finance the participatiohwkey in the programme is
1,000,000 Euro per year for the period 208009 (to be confirmed on a yearly basis through
annual financing decisions).

The implementation strategy

According to one of the principles of the ENPI CBC Strat&aper, all partners of the
programme will have equal status and share responsibility for thgrgmnme. This joint
responsibility began with the establishment of the JTF for the progmag process, and will
continue throughout the implementation stage, with the establishmehe dbltowing joint
implementing structures:

Joint Monitoring Committee (JMC): supervises and monitors programme implementation;
Joint Managing Authority (JMA): responsible for the management and implementation of
the programme,;

Joint Technical Secretariat (JTS) assists the JMA and the JMC;

Selection Committee (SC)assesses project proposals;

Audit Authority (AA): carries out the annual financial audit on JMA expenditure and
accounts;

National Authorities (NA): counterparts of the JMA in the programme preparation
period who are responsible for the coordination of the programming procefisein
countries, participation in IMC meetings, and proposing candidatepgmval by the JIMC

as members of the SC, support to the implementation of the progratihenénancial
management of the funds in case of the EU Member Statesdimglthe recovery of any
unduly spent amounts on their territory.

In partner countriés the NA will sign the Financing Agreement with the EC regudathe
division of responsibilities among the participating countries.

Specific provisions govern the participation of Turkey in the progranTheCentral Finance
and Contracts Unit (CFCU) in Turkey will fulfil the role of contracting authority for Turkish
partners participating in a joint project, in case of a contributiom IPA funds; the NA in
Turkey will be theOperating Structure.

The projects will be implemented by partnerships that will always involstagya from both EU
Member States and partner countries. The participation of Tupidghers is only possible in
tripartite projects involving at least one partner from a Men8itate and one partner from a
partner country.

All partnerships will be led by @&eneficiary / Lead Partner’ responsible for financial
management of the project in question and signing a contract oli bktlee partnership with

® Partner countries are defined according to aof.the Regulation (EC) No 951/2007
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the JMA. For Turkey special procedures will be established baseceoriPA rules of
implementation.

Country National Authority

Armenia Ministry of Finance and Economy

Azerbaijan Ministry of Economic Development

Bulgaria Ministry of Regional Development and Public Works

Georgia State Ministers Office on European and Euro-Atlantic
integration

Greece Ministry of Economy and Finance

R. Moldova Ministry of Economy and Trade

Russian Federation | \inistry of Regional Development

Turkey Turkish International Cooperation and Development Agepcy
(TIKA)

Ukraine Ministry of Economy

" Beneficiary is defined according to the definition in the Rlagjion (EC) No 951/2007, art. 2.2.
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2 Description and analysis of the geographical areasoncerned by
the programme

2.1 Description of the eligible area

The countries participating in the Black Sea Programme belong to threemiifeoups:

Countries included in the Annex to the ENPI Regulation (EC) No 1638/2006ema,
Azerbaijan, Georgia, R. Moldova, Russia and Ukraine;

Member States: Bulgaria, Greece and Romania;

Negotiating candidate country: Turkey.

The following regions or countries form the eligible area of thaclB Sea Programme, as
defined in the ENPI CBC strategy paper

Bulgaria: NUTS Il regions of Severoiztochen and Yugoiztochen

Greece NUTS Il regions of Kentriki Makedonia and Anatoliki Makedonia - Thraki
Romania: NUTS Il region of South-East

Russia Rostov Oblast, Krasnodar Krai and Adygea republic

Turkey: NUTS I e%uivalent regions of Istanbul, Tekirdd&ocaeli, Zonguldak, Kastamonu,
Samsun and Trabzon

Ukraine: Odessa, Mykolaiv, Kherson, Zaporosh’ye and Donetsk Oblasts, Crieazbkc
and Sevastopol

Armenia, Azerbaijan, Georgia, R. Moldova:all regions

8 ENPI CBC strategy paper; Annex 2 geographicailglity

® More precisely: NUTS Il equivalent regions of TR{8tanbul), TR21 (Tekirdg Edirne, K rklareli), TR42
(Kocaeli, Sakarya, Duzce, Bolu, Yalova), TR81 (Zoldgk, Karabik, Bart n), TR82 (Kastamonu, CaniSinop),
TR83 (Samsun, Tokat, Corum, Amasya) and TR90 (Tmap@rdu, Giresun, Rize, Artvin, Glnfiane)
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Overview®

The Black Sea Area is a crossroad of civilisations, a camtei®f Muslim, Orthodox, Persian,
Turkic and Western political and societal cultures. The lands tinedund the Black Sea have
been the scene of some of the most ancient multiculturalgsettirhuman history, as described
by one expert on the region’s histbry*At various points of history, the lands around the Black
Sea have been frontiers in two main senses: the locus of distincuocgramdefined by their
positions between empires and states, and a foil against which the culturgbdditidal
identities of outsiders have been buil&ccording to the same scholar none of these frontiers
have lasted for long and periods of isolation have been replacestibggof strong integration
with the Mediterranean and European civilizations. Also now, the commed ot the
population in the area is to move toward such a period of peaceful and fruitful integration.

In the present time, the Black Sea Basin is emerging asisivte geo-strategic crossroad for the
future of a wider Europe. The region has generated some of thenmpastant challenges to the
security of today’s and tomorrow’s Europe: from legal and illegayration to Europe to
environmental degradation; from the security of energy supplidgiiotrafficking of drugs and
weapons and “frozen” conflicts.

The level of economic development is extremely unequal in the regji@tsly surrounding the
Black Sea and even more so among the regions eligible for thggapnme, ranging from
Greece in the West to Azerbaijan in the East. Furthermmorapst of the partner countries, the
eligible regions are among the least developed within national contexts.

19 Although only four of the participating countriase eligible as a whole country, statistical infation (except
territory and demography population) for all pagating countries has been provided on the basatdnal level
because of unavailability of such statistical imation on the base of eligible regions

™ From: C. King, “The Black Sea”, 2004
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The regions belonging to EU Member States in the Black &em Brea are still lagging behind
other regions in the EU. The large development gap between thevé&rdll and the eligible
regions of the Black Sea Basin programme is one of the mostn@onstructural challenges for
all EU and partner countries. A reduction of this gap with the mdvanced EU regions will be
the dominant objective for all sides relevant regions of the Black Sea Balsenaarhing years.

The recent macroeconomic performance is relatively homogea@duisrings positive news. In
fact, growth figures have been clearly higher than those of te@CEUgrowth has been up to
two or three times stronger on average in the Black Sea Basimtltze EU, and is quite clearly
helping to reduce the development gap.

The economic structures of the Black Sea regions are exyréraerogeneous. In Greece, the
service sectoris relatively dominant, especially in terms of tourism and tinaei activities. In
Turkey, tourism, commercial and public services are also dominant (§5@%)ved by the
industrial sector (25.6 %). Many other countries in the area, sudRussia, R. Moldova,
Romania, Ukraine, Bulgaria and Azerbaijan show a ntastrially oriented economy. This
is also true for their regions eligible for the Black Sea @agne, although the relative weight
of the service sector in the eligible regions of Ukraine and iRusspecially tourism and
maritime services, is somewhat higher than the national aaedag to their proximity to the
sea. In other countries, including Armenia and Georgia, and to a tedgsat R. Moldova, the
agricultural sector is more strongly represented.

The administrative systems that prevail in the ten countrigk @(iwe exception of Greece) are
based on two layers: the central and local administrations, avétrong dominance by the
central institutions and very little space for regional insongi between the local and central
levels. This represents another challenge for the programmfactnthe priority to create
administrative capacity for local development policies will b@agnithe first to be addressed in
the programme, together with the other priorities targeting thie wbjectives of a sustainable
development.

Territory and demography

The Black Sea Basin eligible area occupies a territory3#,719 sqg. km and includes a
population of 74.2 million people The population density is therefore 89 people/km? on
average, ranging from 2237 people/km? in strongly urbanised Istanbul toople/fgen? in
Kastamonu (Turkey). Aside from Istanbul, the average density iBld#tk Sea programme area
is 78 people/km?, which is about one third below EU average (115.6 people/km?).

The programme area is characterized both by the inclusion ofatdasgerural areas, in
particular in Russia, Ukraine, Turkey and Bulgaria, and by tHasion of8 cities (including 3
capital cities) of over 1 million inhabitants: Istanbul, Thess&lprBaku, Thilisi, Yerevan,
Donetsk, Rostov and Odessa. The average proportion of the urban populationtatalthe
population of the programme area is 59%. This percentage is |baserin most of the EU
countries, but still quite high, signalling the presence of martiie@fnvironmental, social and
economic problems generated by urbanization.
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Table 2.1 - Territory and population in eligible ggons

Land area _Numt_)er of Ou_t of Oqt of Populatic_)n
(Sq. km) inhabitants which: which: density
(thousands) Urban (%) Rural (%) (People/sq km)
Azerbaijan 86.60( 8.43¢ 52 48 97
Georgia 69.70( 4.31¢ 52 48 62
Armenia 29.74: 3.21¢ 64 36 10¢
R. Moldova 33.84: 3.38¢ 41 59 10
Russia 184.60 9.98( 58 42 54
Bulgaria 33.67¢ 2.13¢ 55 45 6
Greece 33.30¢ 2.52¢ 54 33 7€
Ukraine 174.81¢ 13.59¢ 74 26 I
Romania 35.76: 2.85(C 54 46 8
Turkey 152.671 23.811 73 27 15€
Total Black Sea
Programme Area 834.71¢ 74.241 59 41 8¢

Source: partner countries national statistics tinsdins

The demographic situation of the countries involved in the programme is overall stable though
disparate, with a natural growth in Azerbaijan and Turkey, vBiillgaria, Georgia, R. Moldova
and Ukraine recorded a decline over the last few years. In the area, thetipaplbove 65 years
accounts for approximately 159 compared to 17% of the EU-27. The difference is largely
explained by the negative gap in life expectancy more tharetity. In fact, average life
expectancy in the area is 71 years, with considerable dispanigyng from 65 years in Russia to
79 years in Greed® but in any case below the EU average (76 men, 81 women in*2005

Table 2.2 - Net migration rate 2000-2005

%

Armenia -6,6
Azerbaijan -2,4
Bulgaria -11
Georgia -10,8
R. Moldova -12,5
Russian Fed. 1,03
Turkey -0,1
Ukraine -0,7
Romania -2,5
Greece 2,08
Europe 2,2

Source: UN - World population prospects 2007

As shown in Table 2.2, the area plays a central role both as gateizrope for many legal
and illegal immigrants, and as a source of these migratiorsfl&mnong the partners of the
Black Sea Basin Programme, only Greece and Russia as apresémt a positive net migration
rate in the period 2000-2005. All the others, including the new EU nrembBulgaria and
Romania - show negative rates, and in some cases even extnamgalie, such as R. Moldova,
which has experienced a -12% net migration rate over the mentioned. pEne migration
balance is even more markedly negative among the active populatisgidnal level available

12 See statistical annex (excludes Turkey)
13 World Bank World development indicators (WDI), 200
14 EU statistical yearbook 2006-2007
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information is less detailed, but the balance of migration floars be estimated as negative in
most of the regions eligible for the programme, including also iRussegions such as
Krasnodarskiy krai, which contrasts with the national average. Théhtadhe new EU Member
States of the area are also net contributors to the migratias b the EU constitutes a clear
difference from the dynamics on other borders of the EU. Fomebeain the case of the
Mediterranean Sea Basin, where part of the migration flowsnggenal to the basin, and the
Northern side of the Mediterranean, where Spain, Italy and Graexeexperiencing the
economic and social impacts of immigration. As a consequenc®f ¢tine main objectives for
cooperation in the Black Sea area is stronger local development on all side$akin, in order
to confront the strong forces that pull migration flows towards rest of the EU.

Economic structure and performance

The indicator of GDP per capita reflects the great dispahtdseen the countries” economies,
ranging from approx 650 Euro for R. Moldova to approximately 14,400 Euro fec§reith an
average of 3,270 Euro in 2005. This average is more than six twes than the EU average
GDP per capita and corresponds to an upper middle-income level acdordiveg\World Bank
classification.

Table 2.3 - Gross domestic product per capita, emtrprices (1000 Euro)

Country 2000 2001 2002 2003 2004 2005 2006
Armenia 0,36 0,48 0,53 0,62 0,71 0,82 0,89
Azerbaijan 0,47 0,50 0,55 0,63 0,75 1,07 1,72
Bulgaria 1,14 1,23 1,43 1,84 2,25 2,49 2,66
Georgia 0,50 0,53 0,56 0,66 0,87 1,07 1,27
Greece 7,47 7,71 8,76 11,33 13,49 14,46 14,79
R. Moldova 0,25 0,30 0,33 0,40 0,52 0,60 0,66
Romania 1,21 1,31 1,50 1,96 2,49 3,27 3,78
Russia 1,28 1,52 1,71 2,15 2,97 3,87 4,56
Turkey 2,22 1,58 1,93 2,49 3,09 3,64 4,10
Ukraine 0,45 0,56 0,63 0,75 0,99 1,25 1,45

Source: International Monetary Fund, World Econo@®idlook Database, April 2006

Table 2.4 - Gross Domestic Product purchasing-powerity (PPP) per capita GDP (1000 Euro)

Country 2000 2001 2002 2003 2004 2005 2006
Armenia 1,43 1,89 2,18 2,53 2,84 3,07 3,25
Azerbaijan 1,84 1,99 2,17 2,45 2,74 3,31 4,25
Bulgaria 4,52 4,85 5,21 5,59 6,09 6,64 7,20
Georgia 1,61 1,74 1,87 2,14 2,35 2,61 2,79
Greece 11,97 12,74 13,41 14,28 15,24 16,12 16,93
R. Moldova 1,09 1,19 1,30 1,43 1,57 1,71 1,83
Romania 4,18 4,54 4,87 5,25 5,85 6,32 6,80
Russia 5,19 5,62 6,00 6,61 7,31 7,95 8,57
Turkey 4,73 4,41 4,62 4,90 5,39 5,72 6,03
Ukraine 2,96 3,35 3,61 4,08 4,73 5,16 5,59

International Monetary Fund, World Economic Outldaitabase, April 2006

When compared in Purchasing Power Parity (PPP) units, the pigpeara slightly different,

with some countries ranking at a lower position than that observedrient prices. This is

especially true for Turkey. Some other countries, such as Bajgsiiow a much stronger
purchasing power than that measured in current currency.
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Table 2.5 - Ranking of countries by GDP per cap#@PP and current prices

In PPP (1,000 Euro) In current prices (1,000 Euro)

Greece 16,93 Greece 14,79
Russia 8,57 Russia 4,56
Bulgaria 7,20 Turkey 4,10
Romania 6,80 Romania 3,78
Turkey 6,03 Bulgaria 2,66
Ukraine 5,59 Azerbaijan 1,72
Azerbaijan 4,25 Ukraine 1,45

Armenia 3,25 Georgia 1,27
Georgia 2,79 Armenia 0,89
R. Moldova 1,83 R. Moldova 0,66

Source: IMF, World Economic Outlook Database, ARfiD6

The Black Sea Basin is experiencing a very dynamic econ@®iaso, with most countries in
the Black Sea Basin eligible area having experienced an ing=oes®mic growth for the last
few years, much stronger than the EU average. In 2004, GDP growth dat of the 10
countries was above 7%, while the area enjoyed an average grow8%et. GDP growth led
to a slight increase in the gap between the higher and the iloeeenes in the area, even if all
together the other 9 countries got closer to Greece.

Figure 2.6 — Development of GDP per capita in PRiRgex of 2000 = 1.00
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The eligible regions, where the entire country is not part of tbgr@mme area, often show a
lower GDP per capita than the national average, as is theimcad&raine, Bulgaria and
Romania®.

15 United Nations (UN) statistics
16 See Annex. Statistical survey of eligible regions
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The productive structure in the Black Sea Basin programme eligiba shows a larger share of
agricultural and industrial sectors than the EU average. Agrreuaccounts for about 14% of
total GDP, the industrial sector for 30% and services for 56%. Tdiblelregions show a large
diversity in this respect, from predominantly rural areas to heawlustrial regions, in some
cases strongly linked to the oil industry, and to service oriented economies in ibia tneas.

The large energy and mineral resources have a substantial ecangmact on many of the
eligible regions. Most Black Sea Basin countries have majorssiakihe oil and gas sectors,
either as producers (Russia, Azerbaijan) or because of trandib@gpand maritime transport of
these resources to Europe (Russia, Georgia, Romania, Turkey, Uaraingzerbaijan). The
regions on the Black Sea are directly impacted by the devefdpofieenergy networkand
future energy transit corridors to the EU, being the site of sirttee main existing and planned
infrastructure.

International trade and investment

Most of the countries in the Black Sea area have a deeply negatieebalance, contrasted by a
strong positive balance in investment flows for most of them. Bothm=omial trade and
investment flows are almost entirely oriented to external gueside the Black Sea region)
commercial and financial partners, with a few exceptions sutiheaSreek economic initiatives
in some of its neighbouring (Black Sea Basin) countries. All cosnkrig¢ Russia and Ukraine
have a negative balance in international trade. The deficits amoumt®a38% of GDP. In most
countries this negative balance is growing, with the exceptidRustia, where the surplus is
substantial and slightly growing in the last years. The shamadé that remains internal to the
Black Sea Basin is very limited, consisting mostly of energy.

Table 2.7 — Trade balance (export — import) as %GiDP

2002 2003 2004 2005
Armenia -18 -18 -15 -13
Azerbaijan -7 -24 -24 3
Bulgaria -7 -9 -10 -16
Georgia -13 -14 -12 -12
R. Moldova -25 -34 -31 -38
Russian Federation 11 11 13 13
Turkey -2 -4 -6 -7
Ukraine 4 3 7 1
Romania -6 -7 -9 -10
Greece -9 -9 -9 -7
Euro zone 3 2 2 1

Source: World Bank Development Indicators

The capability of the participating countries to export high teclgyois very far below the EU
average, the only exceptions being Russia and Greece. Georgia shenyhagh index as well
but this is probably due a different statistical structure &f itidicator in Georgia and the very
limited range of exports of this country.
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Table 2.8 - High technology exports as percentagé¢otal exports

page 88

2002 2003 2004 2005

Armenia 1 1 1 1
Azerbaijan 8 5 2 1
Bulgaria 4 4 4 5
Georgia 44 18 38 23
R. Moldova 5 3 4 3
Russian Federation 13 19 9 8
Turkey 2 2 2 2
Ukraine 5 7 6 4
Romania 3 4 3 3
Greece 12 12 11 10
Euro zone 16 16 16 16

Source: World Bank development indicators

Attractiveness for foreign direct investment

The external macro economic equilibrium is supported at the molyeoértain key factors
balancing the widespread trade deficit. Among the first posiéigtors is that of foreign direct
investments (FDI), closely followed by transfers made by emigranteitohome country.

The impact of FDI is substantial on the acceleration of econdeielopment, the growth of
technologically advanced activities and the balancing of factors puifengost skilled and
educated workers into emigration. All countries in the area haxeprto be attractive for FDI,
with the key indicator of FDI as % of GDP being much higher thHam EU average.
Furthermore, all of the countries show growth in this indicator dverlast five years. For
Greece the statistical indicators show that the FDI as @D is situated at the level of EU
average.

FDI is focussed mainly on the exploitation of natural resouthes;onstruction of infrastructure
for energy networks and most importantly, the creation of manufagtplants. The latter seems
to be due to the competitiveness of the labour supply in the areajosithavailability of skilled
workers and a very low level of salaries, as will be describbéle section below regarding the
labour market.

Table 2.9 - Foreign direct investments as a percayg of GDP

2002 2003 2004 2005

Armenia 4,66% 4,31% 6,12% 5,27%
Azerbaijan 22,33% 45,15% 40,97% 13,37%
Bulgaria 5,81% 10,52% 10,92% 9,81%
Georgia 493% 8,52% 9,74% 7,03%
R. Moldova 5,06% 3,72% 3,30% 6,81%
Russian Federation 1,00% 1,84% 2,62% 1,98%
Turkey 0,62% 0,73% 0,95% 2,70%
Ukraine 1,63% 2,84% 2,65% 9,42%
Romania 250% 3,10% 8,53% 6,73%
Greece 0,04% 0,76% 1,01% 0,28%
European Monetary Union 0,04% 0,76% 1,01% 0,28%

World Bank development indicators

The two main factors that could hinder this scenario in the next gea competition from other
areas, especially from Asia, in terms of labour costs andratatesources and the risks
associated with renewed political and economic instability. Thesa@mmn of Romania and
Bulgaria to the EU could have positive and negative impacts fdiaws of FDI. On the one
hand, there are the improvements in overall stability and the dégeslframework in these
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countries, but on the other hand it is likely that there will beeaming labour costs due to the
stronger integration of these countries” labour markets into theTkéke factors could also
generate the transfer of some of these flows to other regions in the sak&&aBasin.

Labour market

On average, about half of the Black Sea Basin population is actihe ilabour market. The
employment rate is close to 45%, almost 20% lower than the Eldge/ewhich was 65% in
2005". This average for the Black Sea conceals strong differences ahet§ countries, with
the lowest levels in Armenia and R. Moldova and the highest, clodeet&W average, in
countries like Georgia and Ukraine.

The unemployment rate is on average 9.1% of the active population,eatpge very close to
the EU average (in 2005 this was 7.9% for the EU-15 and 8.8% for tH&5EWut again a
strong variability can be observed at regional level (from 1.4%8:2%). These differences
among the countries in the Basin are explained by both the strulcateabgeneities (share of
traditional industries, weight of the agricultural sector) andpidee of economic development
and restructuring of the productive sectors in the area (dealities istate industries, growth of
services and oil industries, etc).

Inequalities also appear in regard to age and gender. Youth @ mofre affected by
unemployment. Women’s unemployment represents on average about halfotéte
unemployment in the eligible area, but with great disparitiesgadnal level, reflecting strongly
varying degrees of integration of women into the labour market. Eaimaimployment is two to
three times higher than male unemployment in the eligible regibRsissia, Armenia, Ukraine
and Greece, but it is considerably lower in R. Moldova and Romania andepnégents 28% of
total unemployment in Turkey. However, the strong heterogerwditgconomic structures
suggests prudence in making direct comparisons between national cases.

Wages levels also reflect the structure of the national edespmith only Greece close to the
EU average. All other countries present average levels thdtOateto 25% of the level in
Greece.

Table 2.10 — Estimated average monthly wages

Average wage

Year -
in Euro
Azerbaijan 2005 113,3
Georgia 2005 91,3
Armenia 2005 116,9
R. Moldova 2005 83,8
Russia 2005 238,3
Bulgaria 2005 161,0
Greece 2004 1315,0
Ukraine 2005 150,8
Romania 2004 207,7
Turkey 2005 2919

This level of salaries represents at the same time ah fasggrowth and competitiveness and a
threat for sustainable development. The most important positive inopabe relatively low
salary levels in the area is that of increasing attractseef@m FDI. As shown above, FDI has
accounted for a very significant share of total investment iatd@. \WWhen not deterred by other
factors, like political instability, corruption and imperfect Egtive frameworks, FDI in the

" Eurostat Yearbook 2006-2007; Statistical survegligible regions
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manufacturing sector is strongly attracted by labour cost hwhepresents a substantial
competitive factor in international markets. At the same tihee vtery low salaries, and the
proximity to the EU labour market, represent a strong push ignatiron, both legal and illegal.

Migration often involves the most skilled workers and the most dyngauit of the active

population.

Infrastructure

Assets in terms of public infrastructure reflect the impact of three maioréa
The economic development gap of partner countries compared to EU levels;
The process of fast economic growth and restructuring of natiooabmies resulting from
reforms which began in the 1990s;
The growing integration of European and Asian economies.

These factors are leading to a considerable growth of trans-natiangport flows over the last
years in the Black Sea Basin, as well as to new requiismia terms of efficiency of
international transportation. There have been positive tendenciesdawb@pment of transport
infrastructure, but transport in the region still lags in the devedopwf combined transportation
and modern logistic technologies as well as from a low lef/étansport system information
technologies.

The road utilization rate, as measured in tonne-km/km is still nmwkr than in other EU
countries, with the only exception being Turkey. On the other hand, thbenwhpassengers
per km is already much closer to the average of some of the EU countries.

Figure 2.11 — Road Utilisation

Road utilisation

B Road freight (t-km/km)
B Passenger transport (pax-km/km)

Source:A. Pearce. Developing highway infrastructure arotimel black sea - Third International Conference on
“The Black Sea Area Transport Network Formation'e®sh/ Ukraine on June 9th —11th, 2004

Rehabilitation oftransport systems and connections in the Black Sea Basin area combines
national transport programmes with the development plans of the Pan-Eurtvpeaport
corridors. In the Black Sea Basin area, three major initiaimesprocesses are currently under
way regarding transport networks:

The transport corridor Europe-Caucasus-Asia (TRACECA), launched in 1998avens 14
Black Sea and Central Asian countries;

The ‘Central Transport Axis’ including the Northern Black Seakihg central Europe to
Ukraine);
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The ‘South-Eastern Transport Axis’ including the Southern Black(iBdang the Balkans,
Turkey, Caucasus and Caspian).

Other initiatives in the area include:
The Baku Initiative, launched in 2004 bringing together EU, Black SeaCasgian Sea
littoral states;
The Baku-Thilisi-Kars railway project, a joint initiative of Azerbaijargd®gia and Turkey;
The Black Sea Ring Highway.

The trans-national operational-institutional framework, involving trarisporridors, the Pan
European Transport Areas (PETRA) and initiatives such as Motorofaisee Sea, allow the
consideration and promotion of the international transport of passeagdrggoods in a
regionally integrated multi-modal transport network.

The infrastructure potential of the region is not fully utilized some already existing operable
roads, such as Kars-Gyumri rail line, are not functioning.

In the energy sector, the Black Sea area serves as an East-Westocdor the transport of
hydrocarbons connecting Central Asia and the Caspian with contirtmiabe.This includes,
inter alia, the gas and oil pipelines linking Azerbaijan to TurBaku-Thilisi-Erzurum and Baku-Tbilisi-
Ceyhan, the Turkey - Greece gas pipeline with the planned intercitoon with Italy: the so-called TGI
Interconnector, a North-South corridor (including the gas pipelinentinRussia to Turkey- Bluestream
I) as well as the Samsun-Ceyhan oil pipeline. Energy tramfsésiructure and the related energy trade
have crucial strategic and political implications in thadBl Sea Basin area taking into consideration the
volumes of EU’s energy imports that are expected to ctwesBtack Sea area in the coming years.
Figures 2.12 to 2.15 illustrate this issue. With future prospectsideelopment of additional energy
infrastructure, including inter alia the Nabucco gas pipeline,Pan European Qil Pipeline (PEOP or
Constanta-Trieste), as well as the Bourgas-Alexandroupolispaline, the Black Sea area will continue
to contribute to enhancing energy security for the region and the EU.

Figure 2.12 — Proposed Priority Axes for Crude Mlpelines
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Figure 2.13 —Oil Pipelines Map'®

Figure 2.14 — Proposed Priority Axes for Natural G#&ipelines

18 Extract fromQil pipelines map, projects as of October 20Briergy Charter based on maps from Centre for
Global Energy Studies
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Figure 2.15 Natural gas pipelines map

In regard totelecommunications access to telephone lines or mobile phones is very uneven
among eligible regions, from 203.3 subscribers per 1000 people in Artoehj465 in Greece

in 2004. But a strongly increasing investment can be seen. For mstaAcmenia in 2005, the
number of telephone lines was already 678@r 1000 people.

Internet access is still limited, with Internet users ranging frééh in Georgia to 28% in
Bulgaria, as compared to an average 49% of the population in the Ethetntecess is
nonetheless expanding rapidly in all regions: between 2002 and 2004 the nuniiterradt
users has multiplied by 2 to 4 in most eligible regions.

19 Extract fromNatural gas pipelines map, projects as of Octol@7 Energy Charter based on maps from Centre
for Global Energy Studies

20 National statistical service of the Republic ofrfenia
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Table 2.15 — Number of fixed line telephones and iMes /1000 inhabitants

2001 2002 2003 2004 2005
Armenia 182 201 223 260 ..
Azerbaijan 197 210 243 299 397
Bulgaria 561 695 808 958 1128
Georgia 187 248 302 337 .
Greece 1239 1421 1382 1415 1472
R. Moldova 203 249 299 391 480
Romania 360 428 523 673 820
Russian Federation 281 366 500 780 1119
Turkey 561 606 662 757 868
Ukraine 265 301 368 545 ..
Euro zone 1272 1317 1367 1426 1511

Source:The world bank development indicators

In terms ofwater infrastructure, a substantial gap can be observed in the access of the
population to improved water sources and sanitation facilities, vdoempared to the EU
average. On average only 86% of the Black Sea Basin population leas swemproveavater
sources and 91% of the urban population has access to imavigation facilities. According

to World Bank statistics, the poorest infrastructure can be oluserRomania and Azerbaijan,
followed by Armenia and Georgia.

Figure 2.16 — Improved water source (% of populatiwith access) 2004

Source: World Bank development indicators. The \W&&nk 2006

Education, research and culture

A high level of education characterises the eligible BlackE&esan area, with more than 20% of
the active population having completed University studies. Secondhapolsenrolment is
widespread and the average of 89% is quite representative foruhgositin the whole area.
The situation is more unbalanced for higher education, as the cuwergga of 44%
enrolment is coupled with great educational disparities, 15% 01822 years age group are
students in Azerbaijan, compared to 79% in Greece.

2L Compared to the number of people in the corresipgraje group, UN statistics
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Table 2.17 — School enrolment in third level eduicat (gross % - total enrolled of relevant age class

2001 2002 2003 2004 2005
Armenia 25 26 25 26 28
Azerbaijan 16 16 15 15 15
Bulgaria 42 40 41 41 .
Georgia 39 41 42 41 46
Greece 59 66 72 79
Romania 28 32 36 40
Russian Federation . . 65 68
Turkey 23 24 28 29 .
Ukraine 53 58 62 66 69
R. Moldova 32 33 34 37 34
Euro zone 56 57 60 62

Source: the World Bank. World development indicsitor

Most countries in the eligible area have a rich legacy ensel and technology and a promising
future in this field, despite the difficulties experienced, inipaldr in keeping the pace of

technological progress in educational and research infrastruSeweral of the regional actors

are currently involved in the EU's research activities throbgir issociation to the European
Framework Programme (Bulgaria, Greece, Romania and Turkey).

Nevertheless the current composition of exports proves that most obtméries in the area

suffer from lower levels of research and innovation and a crifiependency on the exports of
natural resources. Also the trend in this indicator tends to beiveegatich shows that the

countries are experiencing an increasing gap.

At cultural level, all the countries of the eligible area show their cdmemt to shared values
through their participation and cooperation in the Council of Europe. Cuttssal interaction

also takes place at the level of society in many regions. Bgble countries keep rich and
vivid folk traditions, in particular in the area of music with sgedfaditional instruments. A
diversity of handicraft traditions also remains.

In several regions important archaeological remains andhaarichitectural heritage can be
found. This heritage is cultivated and protected by international aagams that promote
archaeological and historical studies and research. In termsltafe, the broader region of
Macedonia and Thrace has 9,000 years of history (written and umyregching from the early
Stone Age to the present. Since the Neolithic period, civilizatiothe whole area had been
developed including with the cultural influence of the ClassicalHékenistic, the Byzantine
and Ottoman eras. The numerous archaeological sites, templeeshiunonasteries, mosques,
bazaars, caravansarais, settlements, museums and librariegll ass whe development of
modern arts, show the rich cultural life of the region that became tmmopulations of diverse
ethnic and religious origins and has contributed to making the area a major tiracsioa.
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Environment and natural protection

Environmental protection - and in particular the protection of thetima ecological systems -
can be easily identified as the main common challenge in thblelrggions. A first indicator of
the pressure on the environmental equilibrium can be considered thyy epesumption per
unit of GDP. Most of the partner countries are still very enartgnsive - as is displayed by the
map below - and this indicator is from 3 to 4 times higher than in the EU average.

Figure 2.18 — Energy intensity

Source: World Bank world development indicators

Industrial, urban and agricultural activities all generateatisreo the ecological equilibrium. The
Black Sea once supported a rich and diverse marine life, with abufistaeties and highly
valuable habitats, such as the Danube delta, contributing to biodivésitgauty drew millions
of visitors. But by the 1990s, the Sea’s environment had deterioratechis of its biodiversity,
habitats, recreational value, and water quality. Pollutants, incl@djrgchemicals, toxic metals
and radio nuclides, made their way into the sea either throughntos@here or by means of
river discharges. Almost one third of the entire land areawfireental Europe drains into this
sea through the second, third and fourth major European rivers: the Da&miéger and Don.
Increased nutrients have caused an overproduction of phytoplankton, whichthetght from
reaching the sea grasses and algae. The eutrophication problemrhampéfed by the almost
totally landlocked nature of the Black Sea.

Overexploitation of marine living resources, as well as indusigavity, mining, shipping, oil
extraction and transport, have further contributed to the sea’sadatEnm. Some countries have
dumped solid waste into the sea or onto wetlands. Urban areas flushestathtewage waters
and poor planning has destroyed much of the aesthetics of thénesasthe large number of
towns around the Sea, 155 above 50.000 inhabitants, gives an idea of ttfumneental
challenge generated by human settlement.
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Figure 2.19 — Access to improved water sources

Source: World Bank Environmental indicators

The main environmental problems are also connected to access to gbbyddgimking water
for all of the human settlements, the availability of sewersgeorks, air and water quality in
certain areas, and the control of the impact of industriatiaes on natural resources, such as
forests, rivers, lakes, and the sea. In many countries, the irdadsancontrolled process of
economic change has led to an unprecedented impact on natural resadrpediution. In this
regard, the accession of all the countries in the region to tiearglinternational conventions
becomes alarming necessary.

Table 2.20 — Particulate matter in Urban areas (P®lindicator) - Average country level

2000 2001 2002 2003 2004
Armenia 91 88 92 87 69
Bulgaria 70 74 69 65 55
Georgia 66 51 49 51 45
R. Moldova 42 40 39 39 39
Romania 21 22 21 19 16
Russian Federation 28 26 24 23 20
Azerbaijan 98 70 66 61 59
Turkey 56 60 56 51 48
Ukraine 29 28 30 30 27
Greece 49 51 48 43 41
Euro zone 28 28 27 26 24

Source: World Bank Environmental indicators

In most of the countries of the area the PR{1the concentration of micro particles of pollutants
per cubic meter of air, a critical indicator of the qualityaof is two or three times higher than
the level in European countrfés

22 particulate matter (PM), aerosols or fine partickre tiny particles of solid or liquid suspended gas. They
range in size from less than 10 nanometres to thare 100 micrometres in diameter. The notation PMied to
describe particles of 10 micrometres, WIKIPEDIAidiion

% From the World Bank database the only comparaipesyate area for environmental indicators comas fthe

Euro zone, made up of the 12 countries adopting .Eur
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The environmental condition of the Kur and Araz Rivers, which crossdountries of the
region, is already causing great concern with their watenmsgbeontaminated by harmful
chemical matters, organic pollutants and heavy metals. The simgedischarge of industrial
and agricultural wastes with toxic pollutants is leading tolaggcal disaster not only in the
river basins, but also threatens the unique marine life of the Caspian Sea.

In each of the countries of the area some specific environnotalems can be mentioned in
addition. For instance, in Armenia, according to expert estimatiassive deforestation has led
to the shrinking of forested areas from almost 12% of the tatdldeea to only 8-9% at present.
The waters of Lake Sevan have been used for energy generatiorgléad reduction in the
water level, intensified soil degradation, and desertification. 2arBaijan, the combination of
industrial pollution, agricultural use of chemicals and especidHgrdiing activities has created
an environmental crisis around the Caspian Sea. In Bulgaria, #neretill districts, like
Targovishte and Yambol, where there are no wastewater treiaptamts. In Greece, the main
issues of concern are related to solid waste, waste wategemeat and management of water
resources, as well as to problems created due to urban developmeiie{ml construction). In
Turkey, agricultural pollution not in coastal but in watersheds flowmghe Black Sea,
deficiency in wastewater treatment plants are the primaslglggms in the coastal area of the
Black Sea Region. Land-based pollution, due to untreated domestic andiahdusstewater
discharge into the rivers or directly into the sea, also has &dwdfscts on the marine
environment, the flora and fauna of the region and on human health.

Notwithstanding the various dramatic challenges to the environmeudlbrium in the Black
Sea Basin, many precious assets can still be found among tinel m&id biological resources in
the same area. The Black sea coast includes some of the m@gilealatural sites in Europe
and the Caucasus. These include the Black Sea Riviera in aitk th@ustries with direct access
to the Sea, the Danube Delta, the Crimea peninsula and the Turkitdl oegisns. For instance,
in Russia in the Rostov region, the steppes, forest, the flow-laride 8fon and the coastline of
the Azov Sea play host to more than one hundred different kinds of aramalvaluable fish.
The high mountains (over 3000 m) with relict forests in Adygeatla@deashore in Krasnodar
krai represent unique natural regions.

The obvious cross-border dimension of environmeptdlution around the Black Sea has
encouraged a tradition of cooperation on this issueEr the last 15 years, at least at the level
of the littoral states which are most affected. Timternational cooperation and political
commitment to reduce nutrients and stop persistent toxic substaingseleased has started to
produce encouraging results (that still need to be confirmedhdéoBlack Sea to recover from
its deep environmental crisis. Agricultural pollution is being redused wetlands are being
restored in the upstream basins to serve as nutrient sinks.

Some interventions that began in the last few years have alstadgd to counteract the
environmental degradation. Among the environmental achievements oétliewayears are the
consistent increase in water levels in Lake Sevan in Arntreao strict rationing of water use
and the diversion of the Vorotan River waters to the Lake via tipa-8evan tunnel. In
Bulgarian regions, in recent years, a large number of wastetvatgment plants have been
constructed along the Black Sea coast — 11 in the Varna DatdcT in the Bourgas District. In
Georgia, 2.8% of Georgia's total land area has been given pobt&teitus. Efforts to protect
coastal wetland areas also have been started. In Greece, ®atealonia is home to the largest
number of protected areas in the European network NATURA 2000 (40), reprgsE3% of
the total, while Eastern Macedonia and Thrace follows with 3&.sithe size of the sites
accounts for about 20% of the whole area of the region.
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Frozen conflicts, Justice and Home Affairs

The programming partners have also pinpointed some issues of spémiaince for the
countries in the Basin, among which are frozen conflicts, corruption gadined crime. Most
of the countries experience the impact of some of these problenish wan substantially
constrain economic and social development. The two new EU memberisateimplemented
strategies for improving the fight against corruption and orgdnazeme. All other partner
countries are also promoting initiatives in these fields, in soasescin the framework of
international cooperation initiatives, including the “Séderkdping Procedsth involves some
partners from the Black Sea Programme (R. Moldova, Ukraine and Romania).

2.2 The SWOT analysis

The information produced in the analysis of the area has been disatgsdae partners using

the methodology of SWOT analysis, in order to establish a cleamalagpnnection between the
analysis and the selected objectives and priorities. Common featurdemographic and

economic structures, tendencies in economic and social developmenmarging issues in

environmental dynamics have all been considered.

During the drafting of the SWOT analysis, 5 main rules were applied. These are

1. Concentrate on the elements most frequently observed in the etggindes by participating
countries, taking into account that some issues can be relevanhanlyairt of the eligible
area and are therefore considered to be of secondary pnioddyriparison with those issues
that are perceived to be relevant in the whole Black Sea Basn faurthermore, what is a
weakness in some countries can sometimes be a strength in others;

2. Focus on the regional issues that can be observed in the ehggias, in cross-border
relations and regional development and especially on those that shbfatboes and roots
and then can be addressed using or involving local resources;

3. Especially consider those elements that are connected to commotraiotmsand
interregional interactions in the Basin;

4. Make a ranking of the topics identified in each category of IN©¥ analysis, in order to
focus on the most relevant, for future definition of most relevant objectives andgsijorit

5. Limit the analysis to the most relevant and frequently obseresdegits in order to obtain a
restricted set of crucial elements in each part of the SWOT analysis

On the basis of these criteria, the following SWOT has beeriagece This overview has been
at the basis of the development of objectives and priorities, to be presented in €hapter
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Table 2.21 — SWOT analysis
Strengths Weaknesses
1. Strategic geopolitical role ambsition: one of th| 1. Poor quality of industrial and transp

. EU gateway for energy resources trade;
. Strong Foreign Direct Investment inflows;
. High potential

.Low labour costs/good skills and competenc

.Rich cultural heritage, human capacities

main external border areas of the EU for tr
and labour migrations;

environmental diversity,
agricultural, tourism and fishery resources;

a

compared to labour forces from competitorg
close to the EU,;

social values.

infrastructure;

Intra- and inter-regios disparities

economic development;

"Closed sea"negative environmental impa

from external agents located in the Black

physical basin;

. Demographic decline due to migration;

.Low level of administrative capacity f
implementation of local del@ment
policies;

. Scarcity of education infrastructures, |
technological level of innovation centres;

. Constraints to economic development fi
physicalelimatic conditions, especially in t
South, and environmental degradation;

. Geopolitical constraintso trade and mobilit
of persons;

2. i

3.

9. Security issues / frozen conflicts, corrupti
organized crime.
Opportunities Threats
1. Substantial growth of GDP after 20( 1. Return to macro-economic instabilitydue

2.

3.

. Growth
. Large

. Introduction of new methodologies in educat

.Increased relations among coastal regiong

multiplicative effects in neighbouring regions;
Large parts of the coastal area in Membtes
will have access to Cohesion Policy funds;
Improving political and economic stabil
facilitating attraction of FDI;

in demand for tourism servic
potentially extended to all coastal regions;
investments planned in pBoropear
transport axis, petrol/gas pipelines;

training and lifelong learning, to overconm
physical and structural constraints (e.g. Bolog
process, ICT, VET reform);

Black Se& promoted by International partners
initiatives.

to economic and political factors (e.qg.
prices);

Migration of most skilled workers to E\
industrialized countries;

Competition from Newly Industrializin
Countries in industrial development g
attraction of FDI,

Increasing environmental degradation
to external factors;

Increasing distance between EU mem
and neighbours in customs, common ma
and labour mobility;

Increased threats due to local nfits,
organized crime, corruption, terrorism;
Delays in resolving/combating: froz
conflicts, organized crime, corruption,
terrorism.

~

g




Black Sea Basin ENPI CBC programme page 88

3 Coherence with other programmes and existing stratges

A substantial value of the ENPI-CBC Black Sea Bagimgramme lies in its
complementarity with other programmes and initiasivit creates a new cooperation area,
targeting the common priorities of the Black Seastal and adjacent regions.

The existing cooperation and development programaotive in these regions reflect by
their diversity and different status the large seeconomic, cultural and political
differences within the Black Sea Basin. The ENPIECBrogramme will build upon and
complement these various initiatives at nationadss-border and international level. It will
also integrate into and contribute to the EU ‘BlaBlea Synergy’, a new regional
cooperation initiative.

3.1 Coherence with other international initiatives and cross border
programmes

The EU ‘Black Sea synergy’ regional cooperation initiative

Three EU policies support cooperation programmes in the Blaclai®ea the pre-accession
process for Turkey, the European Neighbourhood Policy for Armeniap&iar, Georgia, R.
Moldova and Ukraine and the Strategic Partnership with Russia. Wmeldramework of the
European Neighbourhood Policy (ENP), the EC launase@ommunication on 11 April 2007,
called the “Black Sea Synergy — A new Regional Cooperatioratinii in order to specify and
enhance the ENP in the wider Black Sea area”. The Commis§iomsnunication endorsed by
the General Affaires and External Relations Council Conclusions4oMay 2007 and the
European Council Conclusions of 22 June 2007, is aiming at developing co-operttiorihe
Black Sea region itself and with the European Unistignulating ongoing cooperation
processes, building on synergies with regional bodies and integsiggional cooperation in
sectors of cross-border relevance such as:

Democracy, respect for human rights and good governance
Managing movement and improving security
The ‘frozen conflicts’

Energy

Transport

Environment

Maritime policy

Fisheries

. Trade

10.Research and Education Networks

11. Science and Technology

12.Employment and social affairs

13.Regional development

CoNoO~WNE

These cooperation sectors are supported under various EU programsiuebng ERDF funds
for EU Member States, the National, Regional and CBC prograrafi&dP| and other sectoral
initiatives.

The strategy of the ENPI-CBC Black Sea Basin progn& is coherent with the EU Black
Sea Synergy regional initiative, though obviouslyslembitious in terms of priorities and
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scope of cooperation. It will contribute to the 8taSea Synergy cooperation sectors 1, and
6 to 13, with a clear focus on civil society anddblevel cross-border cooperation.

Synergies at project level with the ENPI-CBC prognae are expected in particular for the
programme objectives “promoting local, people-t@jple cooperation”, with the EU

Tempus programme, the external cooperation windbth® Erasmus Mundus programme
and the 7th Research Framework Programme (FP7Jettag research and education
communities. The JMA/JTS will also keep regular temts with the DABLAS — a Task

Force set up in 2001 with the aim to provide afplam for co-operation for the protection
of water and water-related ecosystems in the Darargk Black Sea Region. This is to
ensure coordination of support under programme ripyicNetworking resources and

competencies for environmental protection and cofa®n’.

Coherence with other international projects and initiatives

There is active cooperation between countries of Black Sea Basin in various
international projects and initiatives that will haken into account by the ENPI-CBC
programme in order to avoid overlapping of projeatsl ensure complementarities.

Within the framework of theCouncil of Europe, three main initiatives will be
implemented during the ENPI-CBC programme period:

The initiative to establish 8lack Sea Euroregionwas launched at an International
Conference on Interregional Cooperation in Marcld@ih Constara, Romania. The
objective of the Euroregion initiative is to reinforce regional coajpen in order to protect
natural resources, strengthen social cohesion through joint projecigavide a platform
for cultural cooperation and exchange. The initiative involves alldhatdes participating
in the ENPI-CBC Black Sea programme; therefore the needl potential for
complementarity of actions is high. The potential for synergly thié programme activities
is reflected by the fields of cooperation chosen for the BlaekEsgoregion, which show
similar priorities.

The Kiev initiative is a regional programme of cultural cooperatiotween Armenia,
Azerbaijan, Georgia, R. Moldova and Ukraine, whstarted in December 2006. It aims
to promote dialogue, democratic development anpeetsfor cultural diversity through
actions in the cultural and natural heritage fields

The Creating Cultural Capital (CCC) project supports cultural diversity and
creativity through the development of policy and mgement tools in the areas of
cultural tourism and entrepreneurship. Particigat®tates include Bulgaria, Russia,
Ukraine and, more recently, Greece and Azerbaijdnle Turkey also showed a strong
interest. Synergy with this initiative could be soped at project level under
programme Priority Three, as well as Priority Opne the impact of culture on tourism
and local economic development.

Furthermore, the United Nations Development Prognam(UNDP) is co-financing
alongside with Greece and Turkey, a three-year arogre starting in January 2007, called
The Black Sea Trade and Investment Promotion Progname, and aimed at the
expansion of intra-regional trade and investmenkdi This programme could generate
relevant synergies especially with Priority One¢cused on local development, where the
promotion of a business environment favourable neestments in public and private
initiatives is one of the key areas.

The OECD Development Centweill produce - with the financial support of donors (mainly
Greece, Romania and Turkey)the Black Sea and Central Asia Economic Outlook
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(BSECAO) project in order to promote the systematic monitoring and evaluatienonomic
performance and underlying policies in the Black Sea and Censiah Aegions, facilitate
information sharing and evidence-based policy dialogue at internlabomational level and
contribute to building capacity by establishing strategic partnershiths selected regional
institutions and networks of research institutes.

The German Marshall Fund of the United States (GMF) creted The Black Sea Trust for
Regional Cooperation in June 2006 It will provide grants to promote democracy
consolidation and civil society development in the Black Sea re@mmts will be awarded
through two programmes: Civic participation and Cross-border coaperafhe latter will
support sub-national and trans-border collaboration among governments,, NG42s
initiatives, and other institutions working to improve understanding, gyahild cooperation
throughout the region. This cross-border grant scheme may provide oppestémitsynergy
with the ENPI-CBC Black Sea Basin programme projects supported pnoety Three, but it
also presents a risk of projects overlapping. This risk will be taken into accoung byIA.
Other international organizations such WSAID and theUN agenciesprovide regular
support to projects focusing mostly on structuedbrms and poverty alleviation.

Coherence with other regional cooperation frameworks in the Black Sea Basin

Most Black Sea Basin countries already have expeei®f cooperation at multilateral level
through various regional initiatives. This coopeyatdemonstrates the recognition of the
need for a regional approach to local issues.

The main initiative for cooperation in the BlackaSBasin is theOrganization of the
Black Sea Economic CooperatioBSEC), created in 1992. It has a larger regictalpe
than the ENPI CBC programme, a<itrrently brings together twelve States: Republic of
Albania, Hellenic Republic, Bulgaria, Republic of Moldova, Romania, r@ap Russia
Federation, Republic of Serbia, Republic of Armenia, Republic of AZarharepublic of
Turkey and Ukraine Its main areas of cooperation include: trade an@nemic
development, transport, energy, combating crime,risoy small and medium-sized
enterprises (SMEs), communications, environmentakegetion, science and technology
and education. Examples of this cooperation inclglgport to projects such as
‘Motorways of the Sea’ for the Black Sea, as walltlae development of a ‘Black Sea Ring
Highway'. Work to prevent oil-related pollution antb allow for effective use of
hydrocarbon resources is also foreseen. An Agreefoercooperation in case of natural or
man-made disasters has been signed and work iswagéor its implementation.

The BSEC has a permanent Secretariat in IstanbBhraamentary Assembly (PABSEC),
which has been active in adopting recommendationsairious fields, from promoting
economic integration to combating organised crimegd a Business Council. A project
Development Fund established at BSEC financesdiigistudies for possible projects in
the Black Sea Basin, which presents a potentialsiorergies with the Black Sea Basin
ENPI-CBC programme. The Black Sea Trade and Dewvedot Bank (BSTDB), based in
Thessaloniki, is an international financial institun established by Albania, Armenia,
Azerbaijan, Bulgaria, Georgia, Greece, R. MoldowRgmania, Russia, Turkey, and
Ukraine. It is considered as the main financialapilof the BSEC. The Bank supports
economic development and regional cooperation byighog trade and project financing,
guarantees, and equity for development projects atipg both public and private
enterprises in its member countries. The IntermaioCentre for Black Sea Studies
(ICBSS), based in Athens, is a regional think-taskociated with the BSEC, governed by
an international Board of Directors, where the weelBSEC Member States are
represented. It has developed a Black Sea Resédgblork, which aims to exchange
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views and practices among research institutes e Black Sea Basin. The Black Sea
Capitals’ Governors and Mayors Association (BSC&), initiative under the auspices of
PABSEC, involves regional cooperation at sub-natidaevel. The association may provide
a useful forum for the dissemination of the resoftshe ENPI-CBC projects.

BSEC granted observer status to the EC, welcomes the BSEMdéStates” participation in
the EU initiatives, especially in the ENPI-CBC Black SeaiBgprogramme 2007-2013 and
invited the EU to hold a ministerial meeting in order to launch thekBSea Synergy Process.
The BSEC objectives are highly coherent with those of the ENB@I-programme for the Black

Sea Basin. Real synergies between the two formats of cogpenmatine Black Sea region can
be realised, and may progressively shape a space of enhancmuhlregpoperation. The

Commission’s Communication on the Black Sea Synergy identifgfsBas one of the EU’s

important regional partners for dialogue and paves the wayiftar wteraction that we believe
encourages further synergies in the Black Sea area.

Of the BSEC main areas of co-operation, the gréatesas of synergy with the ENPI-CBC
Programme would be trade and economic developmewt taurism (Priority One),
environmental protection (Priority Two) and eduoat{Priority Three).

In June 2006 th&lack Sea Forum for Dialogue and Partnershipwas launched at a summit
held in Bucharest. The declaration adopted by the heads of state \srdngent delegations
from Armenia, Azerbaijan, Bulgaria, Georgia, Greece, R. Moldova, dam Ukraine and

Turkey indicates as main areas for strengthening future comperédistering synergy and a
common agenda, promoting good governance, strengthening tolerancainadlst

development, environmental protection and civil emergency planningEdiuen is not meant

to establish a new structure, but to enhance problem-solving and nesated cooperation in

the region. Its added value stems from focusing on involving, alongsiergmental and inter-
governmental actors, a wider range of stakeholders like civiletgocihe business sector,
academics and mass media, in promoting regional partnerships and networks.

There has also been active cooperation in the enwiental field for the last 15 years
between the six littoral states of the Black SealdBria, Georgia, Romania, Russia,
Turkey and Ukraine), reflecting the need to reacaicoordinated way to the deterioration
of the Black Sea environment. @ommission for the Protection of the Black Sea agast
pollution, with a permanent Secretariat in Istanbul, actthascoordinating mechanism for
the implementation of the Convention on the Pravecbf the Black Sea against pollution
(adopted in 1992) and the Black Sea Strategic Actdan (adopted in 1996, revised in
2002). Land-based sources of pollution, the intotdun of alien species and inadequate
resources management are some of the main issgielsghited.The concepts of sustainable
development, precautionary principle and anticipasction such as contingency planning,
environmental impact assessment and strategic emagatal assessment have been
introduced. The ENPI CBC Black Sea programme willld upon the experience
accumulated, and look for synergies with the ongautivities, particularly in relation to
measures under Priority Two “Sharing resources and compese for environmental
protection and conservation”.

Other initiatives have been developed in the l&stry, proving a very fertile environment
for cross-border cooperation. The Border Guard iSenor Institutions having similar
functions, of Bulgaria, Georgia Romania, Turkey asidaine have established tiBtack
Sea Littoral States Border / Coast Guard Cooperatio Forum (BSCF) The BSCF aims
to promote meetings, negotiations, sharing of eepee, ideas and major principles of
cooperation development.
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In the agricultural and tourist sectdhe Wine Road programme is being drafted in the
framework of theKiev Initiative. The objective of the programme is to develop wine- and
grape-industry related tourism in the region. These initiatives gofertile ground for
synergies with Priority One, Measure 1.2 — Creation of tourisnvanks for integration and
promotion of tourism development initiatives and traditional products - (see Chapter 4).

Coherence with national and cross-border programmes and strategies

Bulgaria, Greece and Romaniaas EU Member States, share a common planningrmayst
for development programmes (mostly funded through EU Structural Funds) that will
also be implemented in the ENPI-CBC eligible regioftach country has prepared a
National Strategic Reference Framework (NSRF). tdion, Regional Operational
Programmes and other thematic Operational Prograrimee been developed and were
approved by the EC. Thus, a considerable budgetatilon is already foreseen in these
countries for the period 2007-2013 for the promiotad economic development and social
cohesion. This should have an impact on the ekgibbastal regions, improving in
particular their competitiveness and their enviremtal situation. Lessons learnt in these
programmes could be disseminated around the Blask Basin via the cross-border-
cooperation projects.

Bulgaria, Greece, Romania, Moldova and Ukraineadr@artners in the South East Europe
transnational cooperation programme financed by ERBJFIPA funds.

Bulgaria, Greece, Romania and Turkey on the other hand participate in CBC
programmes under the ERDF and the IPA wiitleMoldova and Ukraine cooperate at
cross-border level with Romania under the ENPIrumsent. (see table at the end of this
Chapter).

In order to avoid the risk of overlapping betwe&e transnational, bilateral and trilateral
CBC programmes and the Black Sea Basin programieelatter will mainly concentrate
on those priorities that are commonly identifieddlyparticipating countries for the whole
Black Sea Basin. At the stage of project selecaod before signing grant contracts, the
JMA will exchange information with its counterpaitsthe other programmes, in order to
check that the activities proposed are not alrfadygled or considered for funding under
another CBC programme.

Armenia, Azerbaijan, Georgia, R. Moldova, Russia ad Ukraine, as neighbours and
partners of the EU, have an active cooperation with EU at national level, with various
projects operating at regional level, focusing imrtgular on regional economic
development.

In the framework of the conference held on October 25-27, 2006 in Fodagial city,
Lisbon, Ministry of Municipal Engineering of the RA, National 8ety Board Office of
Georgia and Ministry of Transport, Building and Municipal Engineewifairs of Federal
Republic of Germany signed Memorandum of Understanding on theapmogr named
“CEMAT model region. Armenia-Georgia. Sustainable spatial devedopwf border regions”,
in the frames of which it is envisaged to organize correspondaagunes with the participation
of interested parties in the autumn 2007.

Most of these countries also implement nationalgpmonmes of regional development,
taking into account the specific needs of the regioThe ENPI-CBC JMC members will
remain aware of their country’s regional developmpalicies, as well as of the regional
cooperation projects supported, in order to enshaethe projects funded under ENPI-CBC
are coherent with existing initiatives.
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3.2 Conclusions for the ENPI CBC Black Sea Basin progmame strategy

Drawing on the analysis of the existing cooperationiatives and programmes in the
Black Sea Basin, a few conclusions can be drawenms of the added value of the ENPI-
CBC programme, compared to existing initiatives,tba need to build synergies, avoid
overlapping, promote a springboard effect and bugdn results.

Value added of the ENPI CBC Programme

The ENPI-CBC Black Sea Basin programme has a dpestbpe and focus, which adds
value to existing cooperation frameworks and itivies:

The eligibility of Project partners is based on #MPI regulation, but priority will be
given to local and regional authorities, civil setgi and NGOs, chambers of commerce,
and the academic and educational commdhity

Project definition is in the hands of these locadl aegional actors on the basis of the
programme’s priorities;

Projects are prepared and implemented in a pattipespirit, with similar organisations
sharing experience with their partners across treldrs, working together to address
common challenges or to develop a joint potential;

Projects will have a cross-border impact;

The programme priorities concentrate on the commaeds of the eligible regions, and
were jointly identified by the 10 participating cdties;

The area of cooperation defined by the programmelfe Black Sea Basin is broad,
regionally coherent and unique.

The ENPI-CBC Black Sea Basin programme is therefaraew and original form of
cooperation for the area, which will complementséixig cooperation, mostly carried out at
national level or on a smaller regional scale.

Building synergies with other programmes and initiges

Complementarity of support is essential to ensheeltest use of resources and the highest
results for the eligible regions and stakeholdéree Black Sea Basin programme is
committed to achieving synergy with existing coopiera and initiatives, which support
projects with similar priorities in part or the wikoof the eligible area. Table 3.1 gives an
indication of the similarities, in terms of priaas, of the main cooperation initiatives and
regional development support in the Black Sea Basin

The ENPI CBC programme will ensure the coherencésobupport with other regional
initiatives and projects:
Through regular exchange of information between gregramme JMA/JTS, and
regional and international organizations activéhia eligible area;
The members of the JMC will remain aware of theigegl and national policies, of
projects supported in their country through othentiatives and cooperation
frameworks, in order to ensure that the projecteadéd under the ENPI-CBC
programme are coherent and build synergy with them;
In their project proposals, the applicants will ciéise how their project of cooperation
builds upon or complements other projects andatiites, implemented by them or by
other partners.

2 ENPI CBC Strategy Paper 2007-2013 - paragraph 6.7.
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Avoiding double funding and overlap between project

The applicants will be requested to stipulate dlear their proposals whether they are
applying to other funds for support to all or soaig¢he activities proposed. This should not
have the effect of discriminating against theirgmsals at the evaluation stage, but it will
still be taken into account for the final selectiohprojects. It will raise the awareness of
the JMC and JMA, ensuring appropriate consultatoth other donors and programmes
before the grant contract may be signed, in ordeavoid double funding of activities
should the project would be supported.

The main risk of overlapping identified in the coherence analgsiwiih the other CBC
programmes supported by the EU, in particular the ENPI-CBC RianhMoldova-Ukraine,
South East Europe transnational programme and also - to a lessetr exhe ERDF-CBC
programmes Romania-Bulgaria and Bulgaria-Greece as welheadPA-CBC programme
Bulgaria-Turkey (see Table 3.1). The Black Sea Basin JMA ysliesnatically consult with the
JMAs of the other programmes, both at the selection stage and bigfioirey a grant contract,
to make sure there is no overlap in the activities supported. TR&EBIC Romania-Moldova-
Ukraine JMA representative may be invited to attend the BlaakB&sin JMC meetings as an
observer, in order to ensure coordination of support.

Promoting springboard and multiplier effects

Given the limited budget of the ENPI-CBC Black Sssin programme, it is important, in

order to achieve an impact in the eligible regionsat the programme promotes
springboard or multiplier effects. In their applica, project partners will be invited to

describe how their proposal may have such springboa multiplier effects, for instance

by the dissemination or replication of results ihestregions, or by the project’s capacity
to be considered as ‘pilot’ and be replicated darger scale under other initiatives. The
applicants will also be encouraged to gather aoldéti resources, either from their own co-
financing (above the threshold imposed by the foalproposals) or from additional (public

or private) funding.

Sharing experience and building upon results

Throughout the programme implementation period, #A/JTS and the programme
partners will promote initiatives for the coordination and exchange of informatidredNPI-
CBC programme strategy with the organisations active in the di@s should allow the
programme to use the experience and get the resulbsher programmes working along
similar priorities in the eligible regions, andkaild upon them.

Through an active policy of information and disseation, the JMA/JTS will ensure that
the projects’ results and lessons learnt are madelyavailable to other programmes and
initiatives.
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Table 3.1 — Coherence of the Black Sea programméhwither programmes and strategies

Black Sea Basin ENPI-CBC

. _ Eggrjli(;gi\éea%w d Objective 2 | Objective 3
National and CBC programmes and strategies 2007-2013 Social Common | ‘People-to-
challenges people’
Development
EU MEMBER STATES REGIONAL AND STRUCTURAL FUNDS PROG RAMMES
National Strategic | i. Improve business environment
Reference i. Increase competitiveness of the economy
Frameworks iii. Promote human resources and achi
(Bulgaria, Greece, employment
Romania) iv. Improve administrative capacity
. i. Promote innovation
gﬁgf‘;;gnmﬂs ii. Support entrepreneurship
‘Regional ?ii. Education and culture _
Development iv. Encourage _ balanced reglo_nal development
(Bulgaria, Greece, support regions that lag behind _
Romania) V. Enwronm_ental management and administral
restructuring
Sectoral | Ensur_e general access to public utilities
Operational ii. Contribute to sustainable flood management
Programmes vulnerable areas _
Environment iii. Ensurg_ _Black Sea shore protection 4
(Bulgaria, _ rehab|I|tat|on _ _ _
Romania, Greece) iv. Reduce existing gaps with EU environmen
' standards
TRANSNATIONAL, TRILATERAL AND BILATERAL CBC PROGRAM  MES IN THE BLACK SEA BASIN
ENPI CBC i. Economic and social development
programme ii. Addressing common challenges
Romania- iii. Ensuring efficient and secure borders

Moldova-Ukraine

iv.

Promoting people to people cooperation

Improve accessibility of regions

ERDF-CBC ii. Increase economic growth and competitivenes

programmes border regions

Eﬁlrg:r"i‘;a' !ii. Encourage innovation and entrepreneurship

Bulgaria: Greece V- Suppprt t_he growth of the knowledge economy

and IPA-CBC v. Valorisation of human resources

programme vi. Encpurage job creation

Bulgaria-Turkey vii. Environmental protection and management
viii. Enhanced cooperation through ‘people to peo

actions

ERDF- South East

i. Facilitation of innovation and entrepreneurship

Europe

ii. Protection and improvement of the environment

Transnational

iii. Improvement of the accessibility

programme

iv.

sustainable growth areas

Development of transnational synergies

PARTNER COUNT

ENP Action Plans

RIES COOPERATION WITH EU

Strengthen rule of law

with Armenia,

Improve business and investment climate

Azerbaijan,
Georgia, Moldova,

Encourage economic development and enhg
poverty reduction efforts

Ukraine

iv.

Enhance cooperation in the fields of justi
freedom and security

v. Reinforce administrative capacity
vi. Strengthen regional cooperation
vii. Promote peaceful resolution of conflicts
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viii. Transport and energy
Strategic i. Common economic space
gic. . ii. Common space of freedom, security and justice
partnership  with -
Russia iii. Common space on external security
iv. Common space on research, education, cultureg

Black Sea Basin ENPI-CBC

ngéiﬂ;éealn d Objective 2 | Objective 3
Regional cooperation frameworks in the Black Sea Basin Social Common | ‘People-to-
challenges people’
Development
ORGANIZATION OF THE BLACK SEA ECONOMIC COOPERATION (BSEC)

Trade and economic development

Transport and energy

Combating crime

BSEC and

Parliamentary

Assembly of BSEC

iv. Development of tourism

v. Support to SMEs

vi. Development of communications
vii. Environmental protection

viii. Science and Technology

ix. Education

Black Sea Trade

Promotion of trade

and Development
Bank

Support to public and private enterprises

International

Regional studies

Centre for Black

Cooperation between research institutes

Sea Studies

Black Sea i. Fostering cooperation at local level

Capitals’

Governors and ii. Promoting economic, social and administrative
Mayors projects

Association

BLACK SEA FORU

M FOR DIALOGUE AND PARTNERSHIP

Promote good governance

Strengthen tolerance

iv. Sustainable development
v. Environmental protection
vi. Civil emergency planning

COMMISSION FOR THE PROTECTION OF THE BLACK SEA AGAI

NST POLLUTION

Black Sea

Limit land based sources of pollution

Strategic Action

Sustainable development

Plan

Contingency planning
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Black Sea Basin ENPI-CBC

Other international projects and initiatives of regional scope

Objective 1
Economic and
Social
Development

Objective 2
Common
challenges

Objective 3
‘People-to-
people’

EUROPEAN COMMISSION

“Black Sea synergy”

i. Democracy, respect for human rights and good
governance

i. Managing movement and improving security

iii. ‘Frozen conflicts’

iv. Energy

v. Transport

vi. Environment

vii. Maritime policy

viii. Fisheries

ix. Trade

X. Research and Education Networks

xi. Science and Technology

xii. Employment and social affairs

xiii. Regional development

COUNCIL OF EUROPE

Black Sea

Protect natural resources

Euroregion

Strengthen social cohesion

Cultural cooperation

Promote democratic development

Kiev Initiative

Promote respect for cultural diversity

Creating Cultural

Cultural tourism

Capital

Cultural entrepreneurship

UNDP (WITH CO-FI

NANCING FROM GREECE AND TURKEY)

Black Sea Trade

Expansion of the intra-regional trade

and Investment
Promotion
Programme

Promotion of intra-regional investment links

OECD (WITH CO-FINANCING FROM GREECE, TURKEY, ROMANIA )

Black Sea and

Monitor economic performances

Central Asia

Facilitate evidence-based policy dialogue

Economic Outlook
project

Partnerships with regional institutions and redeal
networks

BLACK SEA LITTORAL STATES BORDER/COAST GUARD COOPER A

TION FORUM

Exchange of ideas and experience between
border/coast guards
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4 Programme strategy: objectives, priorities and meages

4.1 Principles and methodology for the definition of tke programme strategy

The partners have applied the following main principles when desighengtrategy of the
programme:

Targeting the critical needs

Based on the analysis of the Black Sea Basin, its econoruaiwse and the macroeconomic
dynamics, the main development needs have been identified, and tarehtopportunities
analysed. The main common questions that have emerged are the demtlgppe and
inequalities in the area, both among the regions in the BlacB&2a and among the countries
to which they belong. The wider objective emerging from this aislg the acceleration of the
economic and social developmeriiased on local resources.

Another crucial issue in the Black Sea Basiangironmental protection in order to counter the
process of degradation, which could substantially constrain sustainable econordprdene

The third issue is the need ftronger cultural interaction among the peoples of the Black Sea
Basin. After the accession of two of the countries in the EU,relevance of the stronger
cultural and social integration of the communities around the Sea has especiatiged.

Maximising consistency and coherence

The assignment for the programming partners has been one of ishgnéfgonsistent strategy
within the framework of the ENPI1 CBC Strateggiper of the EU and the specific objectives that
emerged from the analysis of the Black Sea Basin area and mip@osealistic strategy, with
feasible specific objectives, taking in to account the available bawdigee programme and the
specific structural and political constraints of the partners.

In practice, this meangormulating realistic specific objectives that can be practically
addressed by the programme partners, taking in to accoumtdthmistrative and legislative
framework in the partner regions as well as the limited experience pbtaetial partners in this
form of cross-border cooperation. The objective of ensuring secureadaieutlined in the EU
strategy seems almost out of the scope of control at ptejesdtfor most of the regional actors
in this programme. This is due to the administrative structurelegislation in most of the
countries, which is often based on only two layers, that of the canstutions and the
municipal administrations. In this context, only the centraltunstins have the power and means
to act on issues of secure borders.

In addition, there was aeed to set priorities capable of maximising the impact atudtural
level, and spreading awareness of the potential for partnership and dmypé&vaaddress the
common challenges that face the communities in the Black Sea Bas also meansnsuring
the strongest synergy and complementarity with other initiatves in the Black Sea Basin
and with EU programmesfor regional development and territorial cooperation.

Strong regional dimension

One of the key assignments of the programming partnersdeasthat of defining a strategy that
putsthe regional dimension and the regional actors at the centre dhe programme The
specific approach of the Black Sea Basin programme is tha bbttom-up process for
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generating the development strategy, based on the locad’amatributions. An original feature
of the programme is the territorial eligibility that limitse programme geography to the regions
directly integrated in the Black Sea system highlighting theribarion of the local actors above
that of the national level. This principle was put into practiceednyying out regional public
consultations during the programming process, as described below.

During several Black Sea programming and public consultation evieatsglation between the
individual SWOT elements (presented in section 2.2) and the list of possiblevagetdscribed

in the EC programming guidelines for ENPI-CB@ere discussed. Although there were certain
differences at the level of details between the differenhteyehe following generally valid
conclusions can be drawn:

Of the four main objectives in the programming guidelines, only €ffit and Secure Borders”
did not receive solid support from the SWOT analysis. Accordindheopiarticipants in the
events mentioned above, Objective 1 “Economic and Social Developmeeaitve@dhe most
support from the SWOT analysis. The following topics mentioned in th#lHEBC
programming guidelines were most strongly underpinned by the SWOT analysis:

The combination of Local Development and Administrative Capacity Building

Tourism (and Rural) Development

The combination of Business environment development for SMEs and Trade Promotion
The combination of Transport (and Energy) and Environmental Challenges
Management of Natural Resources

Education and Cultural Exchange

These conclusions have played a key role in identifying the preordirel measures of the
programme.

4.2 Programme Objectives

The overall objective of the programme is tachieve stronger regional partnerships and
cooperation.

By doing so, the programme is aimed at contributing to itswiegr objective: “a stronger
and more sustainable economic and social development of thegiens of the Black Sea
Basin”.

These objectives will be pursued taking into accouniptireiples of sharing common values,
the promotion of equal opportunities, especially the reduction of gendeindrsation and the
promotion of women’s contribution to economic and social development, the impeotef
the environmental sustainability of human activities, in partidhlase with a regional impact,
and the promotion of cultural integration and reciprocal understanding of cotreawvithin the
Black Sea Basin.

The ENPI CBC strategy identifies four main objectives for EPI-CBC programmes:
economic and social development, addressing common challenges, enfizigng eand secure
borders, and promoting people to people actions. Based on the structlysisaaad on the

% The European Neighbourhood and Partnership InstituriENPI CBC - How to Prepare Programmes:
Guidelines for preparing CBC programmes under tREIEEC May 2006



Black Sea Basin ENPI CBC programme pafe 88

results of the SWOT analysis, the participating countriee@Black Sea Basin have decided to
concentrate on the following three objectives:

Objective 1 Promoting economic and social development in the Black Sea Basin are
Objective 2 Working together to address common challenges
Objective 3 Promoting local, people-to-people type actions

Objective 1: Promoting economic and social development in the Black Sea Basm ar

This objectiveis strongly supported by the outcomes of the SWOT analysis, ficypar by
some of the opportunities that were identified by the partnereenSWOT analysis. These
include the “Substantial growth of GDP after 2000”, which can be swggpantthe long run
through support to a variety of local initiatives aimed at tkaton of a favourable environment
for SMEs and public initiatives. The pursuit of this objective wdbamean the improvement of
the capability of the coastal regions to make use of the oppgrininitmproved political and
economic stability facilitating attraction of FDI". It idsa directly confirmed by the structural
analysis that this objective is connected to the opportunity “Growtdemand for tourism
services, potentially extending to all coastal regions”. The objectiValso address some of the
most relevant threats, like the “Migration of most skilled workéws EU-industrialized
countries”.

Objective 2: Working together to address common challenges

Out of the many challenges that the Black Sea Basin comesiféice, the partners decided to
focus on the environmental issues. The objective is connected onden® ghe opportunity
identified in the SWOT of “Increased relations between South anthMoastal regions of
Black Sea” and “Large investments planned in pan-European transpait @etrol/gas
pipelines”. On the other side it serves to counteract many dfitbats and weaknesses that were
identified, especially in the environmental sector. These includesé@ sea - negative
environmental impacts from external agents located in the Bhaek physical basin”, and
“Increasing environmental degradation due to external factors”.

Objective 3: Promoting local, people-to-people type actions

This objective is connected to many elements of the SWOT nstdrtim the identified strength
of “Rich cultural heritage, human capacities and social valugstually relevant for this
objective is its capability to counter identified weaknessesudiey: “Historical and
Geopolitical constraints to trade and mobility of persons”, “Lovel@dministrative capacity for
implementation of Local development policies” and “Scarcity of atlao infrastructures, low
technological level of innovation centres”. The initiatives underdhjective will also allow the
exploitation of some of the opportunities identified by the partaech as “Introduction of new
methodologies in education, training and life-long learning to overqamsical and structural
constraints” and “Increased relations among coastal regions ak Bb#a promoted by
International partnership initiatives”. Generally, through people pgople actions, the
programme aims to increase the level of cooperation amongadodaiegional authorities in the
area and to build a friendly environment for the development of lotigdasconomic relations
(tourism, business development). The projects under the “People to pedbpetive will
contribute to the creation of cultural cooperation among local instigitihat will address the
weaknesses of “Low-level administrative capacity for implentemtaof local development
policies” and the challenges of migration and the risks of conflicts.

Considering the limited amount of available financial resources landinited experience of
most partners in EU CBC programmes, the programme cannot aim toahdirect and
immediate impact on all the issues that emerged in the @agd were synthesised in the
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SWOT. Nevertheless, successful experiences in the selectasl @reactivities will provide
relevant input for parallel and future initiatives. Regarding thedntr more developed
infrastructure, especially in the transport sector, IT sectdrimterms of innovation centres, the
programme will contribute by promoting:

Projects that will establish partnerships for the analysis efis\@nd design of project
ideas — e.g. through feasibility studies;

Initiatives for the promotion of IT in the areas which lag behind the most

The creation of networks of research and innovation centres thaffasilitate the
identification of projects for infrastructure that can then be suppbdrte other EU
programmes and initiatives or other national and international institutions.

The objective of “Targeting efficient and secure borders” of tRRIECBC strategy will not be
addressed by the Black Sea Basin programme in the 2007-2013 proggameniod. The

decision to focus on only three of the four objectives of the ENPI GB&tegy was made
because of the following five main reasons:

The limited resources of the programme suggesting focusiegpecially in this first

programming experience - on a few, already well-identified fields of action;

The fact that this priority is already addressed through othgperation frameworks (e.g.
PABSEC) and by bilateral cooperation among many of the partner countries;

The very limited competencies of the bodies and institutionsbidigio intervene and
influence the current conditions at the borders;

The extremely large economic and technical scope of the intememteeded in this field as
compared to the resources available for the programme;

The vision of the local partners ranking issues related to thistolgdowest in regional

consultations.
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4.3 Priorities and measures, indicative activities

Table 4.3 shows the priorities and measures that have been fornimlatddr to implement the
strategy leading to the achievement of the three objectives targetes frpgnamme.

Table 4.3 — Priorities and measures of the BlackaS®asin ENPI-CBC programme per objective

OBJECTIVE 1: PROMOTING ECONOMIC AND SOCIAL DEVELOPM ENT IN THE BORDER AREAS

Measure 1.1Strengthening accessibility and connectivity
new intra-regional information, communication, transport
trade links

"Measure 1.2:Creation of tourism networks in order to pron|
joint tourism development initiatives and tradi@bproducts

Priority 1 : Supporting cross border partnership
for economic and social development based o
combined resources

Measure 1.3:Creation of administrative capacity for the de
and implementation of local development policies

OBJECTIVE 2: WORKING TOGETHER TO ADDRESS COMMON CHA LLENGES

Measure 2.1: Strengthening the joint knowledge
information base needed to address common chaleingthe
environmental protection of river and maritime syss

Measure 2.2:Promoting research, innovation and awarene
Priority 2: Sharing resources and competencig¢she field of conservation and environmental protection
for environmental protection and conservation | protected natural areas

Measure 2.3: Promotion of cooperation initiatives aimeg
innovation in technologies and management of sehdte an
wastewater management systems

OBJECTIVE 3: PROMOTING LOCAL, PEOPLE-TO-PEOPLE COOP ERATION

initiatives for the establishment of a common | €xchange in the Black Sea Basin communities.
cultural environment in the Basin

4.4 Role of programme priorities and measures in confroting opportunities
and threats

The programme priorities, designed in order to pursue programreetigbg, address all treats
and opportunities identified in the SWOT analysis, as described in the following table

Table 4.4 shows the connection between the opportunities and threats amethand and the
priorities and measures on the other hand. In short, this provides tlesargdestification for
the selection of the priorities and measures: all measuréssiifficient support in the SWOT
elements and all SWOT elements are sufficiently addresseithébypriorities and measures.
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Table 4.4 — Justification of priorities and measwgdy opportunities and threats

Priority 1: Supporting cross border Priority 2: Sharing resources and competencies for Priority 3: Supporting
partnerships for economic and social environmental protection and conservation cultural and educational
development based on combined resources initiatives for the

edablishment of a commol
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OPPORTUNITIES
1. Substantial growth of GDP after 2000 X X X X X
2. Black Sea MS access to Cohesion Policy funds
3. Improving political and economic attracts FDI X X X X X
4. Growth tourism demand extends to whole coast X X X
5. Investments pan-European transport, energy axe X X
6. New methods education, training, life-long feag
7. Increased relations among coastal regions X X X
THREAT
1 Return to macro-economic instability X
2 Emigration of most skilled workers X X X X X
3 Competition from NIC for FDI and exports X X X X
4.  Increasing environmental degradation X X X
5 Increasing immaterial distance EU-neighbour X X X
6. More local conflicts, crime, corruption, ri@ism
7. Delayed combat frozen conflicts, corruptiongdgsm
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Objective 1 Promoting economic and social development in the border areas

Taking into account the information in table 4.4 and the other SWOT tieinlemts (i.e. strengths
and weaknesses), the programming parties have identified thatytla@deeof intervention for the
promotion of economic development is the development of initiatives baséatanresources,
starting from those of rural development, tourism, traditional matwrfag, with a strong focus on
the promotion of SMESs, and the promotion of administrative capacity at local level.

Priority 1 - Supporting cross border partnerships for economic andiabdevelopment based on
combined resources

This objective will be achieved through the priority one, which condestraction in those fields
that appear from the SWOT analysis to have the richest potgtahotion of SME development,
through the support to initiatives aiming at the creation of auditng business environment, rural
development and tourism. The focus of the activities supported bypriloisty will be on the
promotion of accessibility, innovation, entrepreneurial capacity aamdinistrative capacity. The
transnational partnerships will promote the transfer of good peaatid the spread of innovations
among similar entrepreneurial initiatives.

1. Geographical areas concerned
All eligible regions

2. Definitions of target groups and grant beneficiaries

All eligible categories as defined in chapter 6.6 - considehiagstope of the priority these are for
example: local and regional administrations, NGOs active inl ldeaelopment, associations of
agricultural producers and fishermen, public agencies active in the fields néssipromotion.

3. Eligible costs

All categories of costs eligible according to the relevabt fegulations - as a general rule,
investments in small infrastructure and/or equipment are recomphemdyg for the purposes of
project implementation, and in a few duly justified exceptions.

4. Description of the co-financing®
National co-financing will amount to 10% of the EU contribution (excluding TA).

5. Beneficiary/Lead partners:
All eligible categories of beneficiaries

Measure 1.1: Strengthening accessibility and connectivity fewnintra regional information,
communication, transport and trade links

The measure aims at supporting local development through improving hiksamnections in
various dimensions between the regions of the programme areandibdes trade links supporting
the accessibility to other markets of local traditional products.

The main indicative activities will be those of:
The promotion of international trade links in the aneeuding with respect to trade in eneygy

% National sources, in general the project benef&sa should contribute to the programme with carficing
amounting to the 10% of the EU contribution for fregramme (excluding TA) as foreseen in art 1¢hefRegulation
(EC) No 951/2007. The co financing per priority mg established at different percentages, taking @étcount
specific conditions of the priority, provided thatal will comply with the rule established at pragme level.
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Support to the promotion of traditional products from Black Sea atureulon the
international market;

Development of cooperation networks aimed at promoting the use of ini@nmeatd
communication technologies in local/regional economic initiatives;

Pre-feasibility studies for small-scale transport infrastmas for a better integration of less
developed areas and tourist destinations in the Basin;

Common initiatives for promoting transit transportation infrastructureseinegiion aimed at
increasing freight and passenger transportation efficiency.

Pre-feasibility and preliminary studies for the development ofrenmiental friendly, safe
and reliable maritime routes

Measure 1.2: Creation of tourism networks in order to promote joiourism development
initiatives and traditional products

This measure aims at promoting the development of common actiwitiee tourism sector, based
on an integrated conservation and exploitation of Black Sea resourca$,partner regions. It

targets the establishment of partnerships for exchange of exmgerat good practices in
improving the standards of services in the area and for the develomihe&onimmon tourism

products specific for the area.

The main indicative activities are:

Creation of networks of agencies active in the tourism sectanctease the economic
impact of tourism in the areas, e.g. a cultural route betwestk Blea and Caspian Sea (the
Myth of two seas);

Partnerships between authorities of natural protected aredsefpramotion of sustainable
tourism in the natural areas of the Black Sea Basin;

Networks of tourism agencies for the promotion of common initiativethe international
market;

Creation of cross-border tourism products and common service stantemasit{c routes,
quality systems etc).

Cooperation partnerships aimed at preventing or counteractingtiorgrof most skilled
workers to EU-industrialized countries /prevention of "brain drain".

Measure 1.3 Creation of administrative capacity for the design amglementation of local and
regional development policies

This measure aims to increase the institutional capaatypromote economic and social
development through the establishment of international partnershipthdoexchange of best
practices and know how in this area. As highlighted by the SWOTcrdsion of a favourable
environment for business at local level is a critical factordevelopment. The integration and
networking of local administration or agencies in the ardapromote capacity building and the
exchange of methodologies and approaches to common problems.

The main indicative activities are:

Establishment of a Black Sea Basin network for capacity builtindocal and regional
administrators through the exchange of good practices and innovatiwngocal
development;

Networks for the promotion of innovative urban and rural planning and management
methodologies for urban development and rehabilitation;

Partnerships among development agencies for the exchange disexpmmpetencies and
innovation in development policies, training of development agents and apptyimgon
methodologies for SMEs development;
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Training for staff of local bodies and institutions supporting SMé&sgecially for the
improvement of capacity to operate in interregional initiatieeg. (marketing plans, product
development and small business management);

Promoting exchanges of good practices supporting social and econopgcation of
migrants (inclusion in the labour market, education, languages, tetigarvices related to
housing, social services and legal assistance, etc.).

Cross-border actions aimed at improving training standards (ga#ibin and vocational
training responding to the demand of productive sectors), at promotirggpesneurship and
certification of skills and at encouraging the inclusion of young people in the lalaoketm
Promotion of twinning initiatives among local administrations in theaa for the
establishment of a positive framework for cross border cooperation;

Exchange of know how and preparation in partnership of common local development
initiatives.

Objective 2: Working together to address common challenges

After a thorough evaluation of opportunities and threats and of the dotsstaathe programme, the
challenges related to environmental protection and promotion appeabediie most relevant for
the partner regions in the Black Sea. International partnershipseandrks, promoting integration
of instruments, methodologies and activities in this field will ipalérly address the real cross-
border nature of these environmental challenges.

Priority 2: Sharing resources and competencies for environmental priodd@cand conservation

Objective 2 will be addressed by priority 2. The central faguthis priority will be that of the
environmental protection and conservation. The challenges related tovir@ement appear to be
such that they should be addressed by paying close attention trectivdcal and political
instruments available to the programme and project partnetkeame time these are issues that
fit well in the technical and financial framework of a prograensuch as the Black Sea Basin
programme. The main fields of intervention are the protection of #r&ime environment, the
natural areas on the coasts and also the inland areas, and reasteent technologies and
management. This priority will promote innovation and exchange of gamtiges in the fields of
scientific, technical and administrative competencies and cegsaditr environmental protection
and conservation.

In order to guarantee coherence with the DABLAS)j¢ets aimed at supporting co-operation
for the protection of water and water-related esteys in the Danube and Black Sea Region
should indicate how synergy with DABLAS initiativesould be attained. The same goes for
coherence with the BSEC (for environmental protectielated projects) as well as for
coherence with the Convention on the Protectiontref Black Sea against pollution (for
pollution-related projects).

Under all three measures of this priority, networking activipksy an important role for the
exchange and implementation of appropriate solutions to environmental corhaitenges. The
selection process of projects will take into account that prageasupport to networking should be
used for long lasting and visible assistance projects. Netwonkeegls to be firmly in the
framework of existing environmental initiatives or the Black Seavention. In any case, the aim is
not to create new institutions, but rather to strengthen and expand d¢mrpbetween existing
institutions.

1. Geographical areas concerned

All eligible areas according to the territorial eligibilityule for the programme - considering the
scope of the priority, special consideration will be given to thaesaaéfected by the main sources of
pollution and those where environmental resources are concentratedo@reand industrial areas,
coasts, rivers).
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2. Definitions of target groups and grant beneficiaries.

All eligible categories according to the definition in chapter &6;example: local and regional
administrations, NGOs active in environmental protection and conserveggegrch and higher
education institutions and environmental protection agencies.

3. Eligible costs.

All categories of costs eligible according to the relevabt fegulations - as a general rule,
investments in small infrastructure and/or equipment are recomphemdyg for the purposes of
project implementation, and in a few duly justified exceptions.

4. Description of the co-financing:
National co-financing will amount to 10% of the EU contribution (excluding TA).

5. Beneficiary/Lead partners:
All eligible categories of beneficiaries

Measure 2.1 Strengthening the joint knowledge and information baseded to address common
challenges in the environmental protection of river and maritime syste

This measure aims at the promotion of stronger integration and development imfraseavation,
awareness and scientific partnerships in the fields of monitoramgrat and protection of maritime
systems and rivers in the Black Sea Basin.

Related to the protection of the maritime systems through thé&sume the programme aims at
helping the regions developing know-how, policy and technology expertisdesnative energy
resources, and on energy efficiency and energy saving.

The main indicative activities are:

Support to the creation of joint action plans and/or carrying oubfifysstudies of research
institutions and/or regional organizations in the fields related to maritimeahaystems;
The exchange of experiences and good practices through thesbstainlt of cooperation
partnerships among environmental NGOs and educational institutions;

Establishment or strengthening of networks for the developmenpannership of
methodologies and capabilities of the responsible rescue authoritieesv of the response
to oil spills on the coastal area and the mitigation of marine pollution;

The promotion of monitoring of environmental factors, through partnershipsstitutions
responsible for pollution control in the Black Sea Basin;

Support to the development in partnership of contingency plans in ordesuredhe ability
of the Black Sea coastal authorities to respond to pollution;

Cross-border partnerships for the implementation of scientific studigpecially those
relevant for monitoring and/or addressing environmental risks in the BladR&Sed
Establishment or strengthening of cooperation partnership for idegtifsgnd-originating
polluters, arising especially from agricultural activities, &mdexploring methods of their
elimination;

Preparation/promotion or implementation of scientific studies in igldsf of monitoring,
control and protection of the maritime system and of rivers in the area.

Development of concepts for coordination and cooperation in case of matunan-made
disasters
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Measure 2.2 Promoting research and innovation in the field @hservation and environmental
protection of protected natural areas

This measure focuses on the sustainable development of natural gut@esds in the partner
regions. The aim of the measure will be achieved through varidustias in the fields of
management, research and economic initiatives.

The main indicative activities are:
The creation or strengthening of networks between authoritiesgimy natural protected
areas in order to exchange expertise, good practices and innovati@chnical and
scientific methodologies and in addition to support the monitoring, protectmh a
conservation of natural resources;
The start up of joint initiatives for the international promotiomatural and cultural tourism
in the natural protected areas of the Black Sea by meansnwihan information and
promotional instruments;
The establishment or strengthening of networks for joint developwfeptanning and
management methodologies and the creation of databases for the pratieeted areas of
the Black Sea Basin;
Training and raising awareness for citizens living in protected natead.ar

Measure 2.3 Promotion of cooperation initiatives aimed at innovation technologies and
management of Waste and Wastewater Management systems

This Measure addresses one of the main challenges for all Ble&kp&tner regions: the
management of waste, including both wastewater and solid vastent waste management has a
high impact on public health, the quality of drinking water and the Black Sea environment.

The following main indicative activities are foreseen:

Partnerships among institutions for exchange of know how and the adopiimmoweétive
technologies and procedures for waste management and disposal;

Support to information and educational activities, including awarenessg-@ampaigns, in
the field of wastewater and solid waste management, water saving andeggslag;
Partnerships for innovation in waste management in regions with sagrtifiseasonal
tourism flows that are concentrated in particular areas;

Partnerships of authorities for the exchange of good practices andhgosertools in the
sectors of solid waste and wastewater management - based on EU approaches.

Objective 3 Promoting local, people-to-people type actions

The promotion of people-to-people initiatives in the Black Sea Basiespecially challenging
because of the large number of countries the extremely ¢gggraphical area and the historical
and geopolitical background of the region. Nevertheless, the partneradhapted the promotion of
such initiatives as a pivotal objective. The activities thal el pursued under this objective can
also generate strong synergies with the activities promotddr the priorities of objective 1 and 2,
which are all connected to human resources development, governanbditga@ad stronger
integration of communities in the Basin.

Priority three: Supporting cultural and educational initiativefr the establishment of a common
cultural environment in the Basin

Objective 3 will be pursued by the priority 3. The main focus ofptinarity will be to promote the
integration and networking in terms of the rich cultural heritagg @rrent cultural life in the
partner countries. The main areas of activity that can contributeetobjective appear to be those
involving the young generation, cultural and educational institutions. &weis appear to be the
most promising in the long term, not the least in terms of tipadtnon local development based on



Black Sea Basin ENPI CBC programme pate 88

mobilization of local resources. The educational institutions andraulassociations will be the
main instrument for this strategy. Networking among public culinstitutions will be promoted
especially through the exchange of experiences and the shamogiusal heritage and traditions.
This is aimed at the establishment of a common cultural environfoenbe Black Sea Basin
community, which in turn will contribute to the reduction of the negaitiweact of borders on
reciprocal understanding and friendship.

1. Geographical areas concerned
All eligible areas

2. Definitions of target groups and grant beneficiaries
All eligible categories as defined in Chapter 6.6 — for exanipball and regional administrations,
NGOs active in the cultural and social areas and educational institutions.

3. Eligible costs

All categories of costs eligible according to the relevabt fegulations - as a general rule,
investments in small infrastructure and/or equipment are recomphemdyg for the purposes of
project implementation, and in a few duly justified exceptions.

4. Description of the co-financing
National co-financing will amount to 10% of the EU contribution (excluding TA).

5. Beneficiary/Lead partners
All eligible categories of beneficiaries

Measure 3.1 Promoting cultural networking and educational exclganin the Black Sea Basin
communities

This measure aims to create stronger social and cultuatiored among communities around the
Black Sea Basin in order to promote good relations between the conemwmd stronger and
better-integrated educational institutions in the Black SeanBasiorder to support social and
economic development. It focuses on the promotion of mutual understandiregbat@ighbours
and respect for cultural diversity. The activities foreseervaneus, involving cultural institutions
and NGOs active in cultural and social promotion or inter-ethiitioas. The improvement of the
connection of educational institutions in the Black Sea Basircaitribute to the reduction of gaps
among regions in terms of education.

The main indicative activities are:
The establishment of partnerships for the promotion of cultural heritage values;
Establishing networks of cultural institutions in the Black SeairB&or strengthening
regional identity;
The creation of networks of cultural centres, sharing cultural values frongiaihse
The establishment of partnerships for the exchange of experiettbegaditional popular
culture through the promotion of common cultural events in the Black Sea Basin.
Partnerships for the exchange of students and academics for thislestant of channels of
cultural integration in the Black Sea Basin;
Partnerships among universities, high schools and researchscamtred at the design and
development of special educational programmes based on topics of commest imt¢he
Black Sea Basin;
Networks for the exchange of experience in adapting education andowatdtaining
systems to the needs of a market economy, based on common approaches.

Partnerships contributing to address the challenges of migrationeangk of conflicts.
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Technical Assistance

The Technical Assistance (TA) element of the programme ansupport efficient programme
implementation by funding two main measures:

Management of the programme: project selection, day-to-day nraeagemonitoring,
audit and control;

Communication and information flows within and around the programmeinaesn
translation, information dissemination, and evaluation and publicity measures.

The large number of partners, the vastness of the eligibletgrtibe participation of three types of
partners - including EU Members States, one Negotiating cdadidantry and partner countries -
makes programme implementation especially demanding in termsyadn and technical resources
and logistics and extremely expensive in relation to the tioi@h¢ial allocation for the programme.
Therefore, a financial deficit could arise for TA activitth&ring programme implementation and a
potential revision of the financial allocation for TA should not bewdedl. According to a rough
estimation of the TA budget, the current 10% maximum allocatitimueit be sufficient in order to
ensure proper functioning of the JTS and other elements of progranpienentation. Therefore,
the possibility is kept open to revise the TA budget allocation upwiardsase the midterm
evaluation of the programme would support such a decismmditional to the approval of the
Commission.

Romania will contribute financially to the programme by cowgstaff costs, office and overheads
of the JMA and Audit Authority. Greece will contribute by coverihg costs of thd°rincipal
Advisorfor the Black Sea Programme, which will be placed in A and have a clearly specified
role and tasks, contributing to the management of the programuamkeyT will contribute to
programme implementation with TA from IPA funds. Turkey will supplogt costs of participation
of its delegation in the JMC meetings, contribute to the costs aéqgprselection and ensure
training, information and publicity for potential beneficiaries in éhgible Turkish regions. The
other participating countries may contribute with own resourcefinlaycing staff costs of the
National Info Points (NIP) that will operate in coordination with Jfi&. Chapter 6 contains more
information on the tasks of these NIPs.

The partner countries will also be able to benefit from the E@idRal Capacity Building Initiative

Il (RCBI), a three-yearproject (2007-2009) aiming at providing support to all ENPI-CBC
programmes in their implementation (TA to the managing strugtutr@ining for potential
beneficiaries and information and publicity).

The JMA is responsible for procuring and contracting TA funds, actptdi the Regulation (EC)
No 951/2007. For the TA relating to Turkey’'s participation funded from, fR& Turkish CFCU
will be the Contracting Authority (see also Chapter 6).

1. Geographical areas concerned
All eligible areas

2. Definitions of target groups and grant beneficiaries

The JMA and the JTS will be the direct beneficiaries of the MAwever, all other (potential)
partners will be targeted by TA initiatives for project gatien, promotion and assistance to
implementation.

3. Eligible costs.
All categories of costs eligible according to the relevant EU regukati

4. Description of the co-financing:



Black Sea Basin ENPI CBC programme pagée 88

The TA budget eligible for EC financing represents a maximuf0&é of the total EU contribution
to the programme buddét The JMC decides on the allocation of the TA fi#fidso national co-
financing is foreseen for this priority, with the exception of e@®rpenses for the start up of the
programme, after the approval by the EC and before the sigrdttive Financing Agreements by
the partner countries.

5. Beneficiaries
The TA will be implemented by the JMA. External assistandebe procured according to the
procedures established by the Regulation (EC) No 951/2007, art. 23.

Measure 1 - Programme management and implementation

This measure will support the functioning of the following progrembodies: JIMC, JMA, JTS and
(project) Selection Committees (SC). The roles of these bodeegxplained in more detail in
Chapter 6. The measure will mainly focus on the establishmerftaationing of the JTS that will

support the JMA according to the attributions described in Chapterhisgifrogramme document.
The main activities to be supported are:

Establishment and operation of the Joint Technical Secretariat;

Functioning of the programme’s other steering bodies;

Implementation of project selection procedures;

Programme auditing as described in Chapter 6 and according to diieplams for projects
prepared by the IMA;

Support to the JMA in terms of studies and expert-consultancy onesheelevant for
programme implementation and the ENPI CBC Strategy.

Evaluation of the programme will be organised by the EC acapridirthe requirements of the
Regulation (EC) No 951/2007 art.6.

Measure 2: Information, promotion and project generation activities

This measure will finance all activities related to inforimatand the promotion of the programme,
as well as all those activities aimed at supporting the gémerat projects and the creation of
partnerships among eligible partners in the programme area. htformactivities to raise
awareness about the programme’s funding possibilities and the launatsdbr proposals will be
organised in various ways: through seminars organised by the JA&efigible regions, by means
of a programme web-site and through the editing and dissemimditvantten materials via the NIP.
The JTS will also assist potential applicants in internatipaginer search, provide information on
objectives, priorities and implementation rules and provide impadiat@ to applicants. The main
activities to be supported will be:

National and international meetings;
Seminars, conferences, information days;
Publication of materials;

Web site development and operation.

4.5 Nature of eligible projects”

Three types of projects will be eligible in the Black Sea Basin prografnme

27 Art. 18 of Regulation (EC) No 951/2007

% An indicative budget for TA allocation is providedannex

% The Regulation (EC) No 951/2007describes the babiaracteristics of eligible projects under ENPI @B
programmes, regarding composition of partnershigp basic characteristics of project activities. I tcase of the
Black Sea Programme the JMA considers useful ambrtyne, in the interest of all partners, to adalitthree
categories of eligible projects. In any case, adiogr to the partners’ decision, strong priority Ivbe given to the
integrated projects model.
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1. Integrated projects with different activities in several countries that jointlyhigve a
certain objective having a cross border impact;

2. Symmetrical projectswith the similar activities in all countries participating in the project;

3. Projects, implemented mainly or entirely in a single participating-couittut having a
cross-border impact.

Partners from one or several Member States and from oreverat partner countries will submit
all projects jointly*. Participation of Turkish partners is only possible in joint ptsj@dth at least
one partner from a Member State and one partner from one of the esuisted in the Annex to
the Regulation (EC) No 1638/2006. Projects should always have a oroes-bmpact. Taking into
account the specific features of the Black Sea programme aolojetgives priority will be given

to integrated projects. Only a limited share of the programme budget will be availdbte
projects, implemented mainly or entirely in a single participatiogittry but having a cross-border
impact. The recommended financial size and the number of partnersedviol each project
partnership will be defined in the calls for proposals.

The Programme adopts the following specifications:

Joint projects

Ceilings of the total budget for project Minimum: 50.000 €

When launching calls for proposals, the Joint Monitoring Committee magify these budget
thresholds according to the various types of projects (integrageunetrical and implemented
mainly or entirely in a single participating-country) and togherities to be addressed, remaining
within the established range (that is without decreasing the minimum thresRo&lsjence will be
given to projects having minimum three partners, and for the bilgtejects a threshold will be
established.

4.6 Indicators

The implementation of the programme and the achievement of theiwégewill be monitored and
evaluated through a comprehensive set of indicators. Three categdrindicators have been
defined, according to the EU methodoldgyhe prescriptions of the ENPI CBC Strategy Paper and
the Guidelines for programming under the ENPThe principles and the strategy adopted for the
identification of the indicators connect the methodology for monitoend evaluation of EU
programmes to the specific context of the Black Sea Basin programme.

Impact indicators

In defining impact indicators, the first factors to be consideretiasvery limited budget of the
programme as compared to the special complexity of partnerstie pfrogramme and the strong
factors of economic change that are currently active in the &weaddition, the identification of
indicators relevant to all countries is not easy, taking into accthentdiversity of economic
structures, levels of economic development as well as the econwstitations and legislations.
The collection and analysis of statistics for the eligibleaase also difficult because of the
heterogeneities of the national statistics and the unavatiabilicomparable statistical surveys at
the regional level for all countries.

30 Art. 41 of Regulation (EC) No 951/2007

3L Art. 40 of Regulation (EC) No 951/2007

32 Indicative guidelines on evaluation methods: mamiig and evaluation indicators Working Document. 120DG
Regio 2007

33 ENPI-CBC Strategy Paper Sept. 2006: Guidelinespfeparing CBC Programmes under the ENPI EC wagrkin
paper 2006. Pg. 2.1
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This problem applies especially to the partner countries, wheigvgiability of regional statistics
is much less developed than in the EU Member States. Taking irdoraall these aspects, some
basic principles of simplification have been applied to define the programmeatorgi

The first principle has been that of establishing an effeaboktd monitor and evaluate progress of
the programme and the achievement of the objectives. The sedowclerhas been that of
defining clearly and easily measurable indicators in order to &agasonable (i.e. limited) amount
of human and financial resources deployed for monitoring and evaluatiemn, thie limited budget
of the programme. The third principle has been to establisht @f sedicators comparable,
observable and coherently significant in all partner countries.

On the basis of these principles, a limited set of impact iratatt programme level has been
selected among the many potential variables that could be contfd&® the observation of the
baseline levels of the impact indicators and the monitoring ofibgraganme process in achieving
its objectives, a reasonable arrangement would be an analytsis whpact indicators at country
level and then to consider the aggregation at programme level, takmgaccount national
specificities in statistical methodologies and economic structures.

Result indicators

For the definition of the result indicators, it was considered tiegt would play a critical role in
the Black Sea Programme in order to monitor the achievement ovéhnall and specific objectives
and the connection to the wider objective. In fact, as suggested BYtheethodology, measurable
result indicators of good quality appear better manageable asctiwdfin the evaluation of the
programme than impact indicators, which are always strongliueméed by numerous,
uncontrollable external factors. The second issue considered durirdgfihgion of the result
indicators is that of the cost of monitoring, which is relevaritese indicators are not defined on
the basis of information that can be easily collected through theitoning system of the
programme or from the beneficiaries through simple and automatic procedures.

For this purpose, a limited set of clearly defined result indisdtave been identified at the level of
priorities, in logical connection with the impact indicators. Thaulteindicators proposed offer a
clear and detailed description of the programme results and caarti®red using to a large extent
only the information produced by the project partners or informationctivatbe collected with
reasonable effort through ad hoc surveys by the programme’s joint structures.

Output indicators

The programme’s output indicators have been designed on the basisontiet of each measure
as recommended by the EU methodology and these have been taleachtof the priorities in

order to be, as much as possible, homogeneous among the measurelseugaeret priority. This

approach was adopted taking into account a number of relevant aspecif¢ to the Black Sea
programme:

The principle ofeffectivenessrecommends having a number of output indicators proportional
to the financial size of the programme and of the projects. Inifatte case of the Black Sea,
the allocation per priority will be extremely limited.

The principle ofconsistencywith the implementation strategy requires simplification, taking
into account that the programme has a financial allocation per tpriand that the
implementation of the programme will be through calls for proposalswiill be launched at
the level of priority, without a fixed budget allocation per measlings could make it difficult

to define target values for output indicators at measure level aedtablish a monitoring

3% The provisions of the ENPI strategy paper werenainto special consideration. See: ENPI-CBC Sgsafeaper,
Sept 2006, pg 28-29
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procedure for each measure, also taking into account that individaglires can substantially
vary in terms of financial absorption and the timing of implementation.

In Tables 4.5-4.7 below the impact, result and output indicators arebeesalso specifying the
source for monitoring, the unit of measure, baseline values where relevantgehdahres.

Table 4.5 — Impact indicators (programme level)

Description Source Unit of Baseline value Target
measure Value
IMP 1 Number of SMEs active in eligible regions N
(indicator of development of local economic | National statistical _ Positive
systems based on local resources) services Units 271 55% net
Growth’
IMP 2: Number of tourist arrivals (indicator of
the orientation of local economies to exportabl¢ National statistical Units 13 349 688 | Positive
services and international integration) services growth
IMP 3: Enrolment rate in higher education \évgvr(ledloB?:gm
institutions (indicator of the growth of higher velop e
. Indicators — Positive
education access, promoted by cross border : - % 44%
. National statistical growth
cooperation) ;
services
World Bank
IMP 4: Population having access to improved | Development
water infrastructure (indicator of sustainable Indicators — % 86% Positive
development promoted through CBC) National statistical growth
services
National Statistical See statistics
IMP 5: Permanent cultural and scientific services and and qualitative] -
N : . _— . . L Positive
cooperation initiatives in the basin area (indicaoCultural Units information in rowth
of cultural and scientific integration in the basin Institutions, ad hoc chapter 1 ang 9
surveys 2

% Excluding Armenia, Bulgaria and Turkey

% The partners can consider the definition of arcesarget value, taking in to account the very fedibudget of the
programme and the complexity of the economic preee the partner countries.

37 Excluding Armenia, Bulgaria and Turkey
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Table 4.6 — Result indicators (priority level)

PRIORITY 1
Description Source Unit of | Baseline| Target
measure value Value
RES 1:Number of project partnerships establishinBarticipants Units Not 5
permanent economic relations between the monitoring relevant
economic actors from different countries after the reports- surveys
end of project activities
RES 2: Number of entrepreneurs adopting Participants Units Not 10
innovations and starting new production after monitoring relevant
involvement in projects reports- direct
surveys
RES3: Number of entrepreneurs / economic ageptslonitoring Units Not 100
completing activities and achieving new skills anfl System - relevant
competencies Participants
monitoring
reports
RES 4:Number ofnew permanent joint products r Units Not 5
partnerships in the area of tourism relevant
RES 5: Number of local administrations and Monitoring Units Not 10
organizations activating new types of services ol System relevant
new ways of providing existing services
PRIORITY 2
Description Source Unit of | Baseline| Target
measure value Value
RES 6: Number of partnerships contracts / Monitoring Units Not 5
agreements establishing permanent relations amafgstem relevant
institutions / agencies active in the environmenta Participants
sector monitoring
reports
RES7: Number of entrepreneurs / technicians / | Monitoring Units Not 100
researchers completing activities and achieving nesystem relevant
skills and competencies Participants
monitoring
reports
RES 8: Number of institutions active in Final activity Units Not 10
environmental protection adopting innovations | reports, relevant
developed by projects. Participants
monitoring
reports
PRIORITY 3
Description Source Unit of | Baseline| Target
measure value Value
RES 9: Number of permanent cultural and Final project Units Not 10
educational networks established after the reports relevant
implementation of projects Monitoring
reports
RES 10:Number of citizens completing cultural | Final project Units Not 100
projects and achieving educational / cultural reports relevant
objectives Monitoring
reports
RES 11:Number of students completing an Final project Units Not 50
internship or training in partner countries reports relevant
Monitoring

reports

page 88
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Table 4.7 — Output indicators (priority level)

PRIORITY 1
Description Source Unitof | Baseline Target Value
measure value
OUT 1: Number of cross border partnerships for| Monitoring . Not
. Units 10
local development projects created System relevant
OUT 2: Number of entrepreneurs / economic Monitoring . Not
. : : - Units 100
agents involved in project activities System relevant
OUT 3: Number of training / innovation promotiof Monitoring . Not
S I Units 10
initiatives for entrepreneurs initiated System relevant
OUT 4: Number of local administrations involved| Monitoring Units Not 100
in initiatives for capacity building System relevant
OUT 5: Number of new information, Monitoring Not
communication, transport and trade links researghe Units 10
_ ystem relevant
and/or established
PRIORITY 2
Description Source Unitof | Baseline Target Value
measure value
OUT 6: Number of environmental training and/or| Monitoring . Not
RN . Units 20
research initiatives carried out System relevant
OUT 7: Number of agencies / associations involellonitoring . Not
) : T Units 100
in project activities System relevant
OUT 8: Number of research / education institution8/onitoring . Not
. : X O Units 50
assisted / involved in project initiatives. System relevant
OUT 9: Number of trainings initiatives begun in | Monitoring . Not
. . Units 10
environmental protection System relevant
OUT 10: Number of inhabitants of natural areas | Monitoring . Not
participating in awareness events System Units relevant 100
PRIORITY 3
Description Source Unitof | Baseline Target Value
measure value
OUT 11: Number of partnerships created for Monitoring . Not
) AR Units 5
cultural and educational initiatives System relevant
OUT 12: Number of media products produced arjJdMonitoring Units Not 10
distributed by the projects System relevant
OUT 13: Number of cultural agencies / associatigrglonitoring . Not
LT : oy Units 50
participating in project activities System relevant
OUT 14: Number of education institutions assistgdMonitoring . Not
) TP Units 20
in project initiatives. System relevant
OUT 15: Number of citizens / students o
LT o .| Monitoring , Not
participating in events and activities implemenited Units 1000
: System relevant
the projects

&8¢ 88
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5 Indicative financing plan

The ENPI instrument drawing on external and internal funds wilnieathe programme. The
participation of Turkey will be financed from the IPA instrument. Paeticipating countries will

co-finance projects with a minimum of 10% of the EU contributiono A19% of the EU allocation
will be spent for TA that will ensure effective programme implememati

The total ENPI budget for the programming period (2007-13) is 17,305,%4%.EThe indicative
allocation of IPA funds to finance the participation of Turkey in tteg@amme is 1,000,000 Euro
per year for the period 2002009, to be confirmed on a yearly basis through annual financing
decisions.

The total allocation has been divided per priority, taking into account the followitoggac

The relevance of the three priorities - from the perspeofitiee partners - for the achievement
of the overall objective;

The expected demand for grants in each of the measures established;

The expected costs of the indicative activities;

The financial capability of potential beneficiaries in the various meapuopssed.

Based on these criteria, the highest allocation, 40%, was a&lbtatpriority 2 addressing the
common challenges in environmental protection and promotion. Prioritiag B &iave got 35%
and 25 % respectively of the total allocation. Table 5.1 shows theciadallocation by source and
by destination. The IPA funds for the participation of Turkey inghegramme follow the same
allocation key among priorities.

Table 5.1 —Indicative financing plan of the ENPI OB programme, giving, for the whole programming ped, the
indicative amount of funding by priority

Priorities by source of funding (in euros’
ENPI Co- [|IPA Co-
ENPI EC IPA Co- - . . -~ | ENPI Total | IPA Total | EC Total
Funding [ [ =P C financing ULGTECES) | 2y funding (g) =|funding (h)[funding (i) =
(a) * Funding (b) | financing (c) (d) rate (in %)| g rate (@)+() = (b)+(d) (@)+(h)
(e)* _|[(in%) (7) 9
5,500,000 2,224,700 550,000 392,594 10% 15% 6,050,000 | 2,617,294 8,667,294
Priority 1
6,250,000 2,528,000 625,000 446,118 10% 15% 6,875,000 | 2,974,118 9,849,118
Priority 2
3,825,350 1,547,300 382,535 273,093 10% 15% 4,207,885 | 1,820,358 6,028,238
Priority 3
Technical| 1,730,594 700,000 N.A. 123,524 if | 15% | 1,730,594 | 823529  2,554,12]
Assistancd applicable
| 17,305,944 7,000,000 1,557,535 1,235,294 9% | 15% 18,863,479 8,235,294 27,098,773
Total

Co-financing by participating countries amounts to 10 % of the Eunope#&n’s contribution to
the Programme except the Technical assistance component. Thargorg is for the overall
programme, but, in order to simplify its implementation, a uniforra odtco-financing (10%) is
requested for each approved project. Each participating country sluadle den its own co-
financing system (from national or regional/local level or directly ftbenbeneficiary).
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A B C D E F G H I
INDICATIVE INDICATIVE PROGRAMME'S PROGRAMME'S PROGRAMME'S | PROGRAMME'S
PROVISIONAL PROVISIONAL CO-FINANCING CO- INDICATIVE INDICATIVE INDICATIVE INDICATIVE
COMMITMENTS |COMMITMENTS BY ENPI FINANCING PROVISIONAL PROVISIONAL PROVISIONAL PROVISIONAL
BY THE EC - THE EC - IPA IPA COMMITMENTS |PAYMENTS COMMITMENTS | PAYMENTS - EC
ENPI FUNDING FUNDING - EC ENPI funding - | EC ENPI funding - |- EC IPA funding - IPA funding -
2008
Projects 0 0 0 0 0 0
TA N.A. 17,647 210,168 210,168 100,000 100,000
TOTAL 2008 2,378,974 1,166,667 0 17,647 210,168 210,168 100,000 100,000
2009
Projects 132,455 94,546 3,311,369 1,324,548 1,339,401 535,760
TA N.A. 17,647 318,028 318,028 100,000 100,000
TOTAL 2009 2,600,655 1,166,667 132,455 112,193 3,629,397 1,642,576 1,439,401 635,760
2010
Projects 274,763 196,125 3,557,697 2,747,626 1,439,036 1,111,375
TA N.A. 17,647 442,137 442,137 100,000 100,000
TOTAL 2010 2,652,668 1,166,667 274,763 213,772 3,999,834 3,189,763 1,539,036 1,211,375
2011
Projects 362,124 258,483 3,839,708 3,621,236 1,553,105 1,464,737
TA N.A. 17,647 442,137 442,137 100,000 100,000
TOTAL 2011 3,402,250 1,166,667 362,124 276,130 4,281,845 4,063,373 1,653,105 1,564,737
2012
Projects 419,405 299,370 4,866,576 4,194,053 1,968,458 1,696,432
TA N.A. 17,647 318,124 318,124 100,000 100,000
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TOTAL 2012 3,456,365 1,166,667 419,405 317,017 5,184,700 4,512,177 2,068,458 1,796,432
2013
Projects 271,457 193,765 0 2,714,572 0 1,098,004
TA N.A. 17,647 100,000 100,000
TOTAL 2013 2,815,032 1,166,665 271,457 211,412 0 2,714,572 100,000 1,198,004
2014
Projects 97,332 69,475 N.A. 973,315 N.A. 393,692
TA N.A. 7,059 0 0 40,000 40,000
TOTAL 2014 N.A. N.A. 97,332 76,534 0 973,315 40,000 433,692
2015
Projects 0 0 N.A. 0 N.A. 0
TA N.A. 5,294 30,000 30,000
TOTAL 2015 N.A. N.A. 0 5,294 0 0 30,000 30,000
2016
Projects N.A. 0 N.A. 0 N.A. 0
TA N.A. 5,294 30,000 30,000
TOTAL 2016 N.A. N.A. 5,294 0 0 30,000 30,000
-2r(())1-[3AL 2007- 17,305,944 7,000,000 1,557,535 1,235,294 17,305,944 17,305,944 7,000,000 7,000,000
./ |
TOTAL COFINANCING RATE: 9% 15%

The indicative provisional commitments by the EC fo r years 2011, 2012, 2013 are subject to a mid-term  review of the programme
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6 Joint Structures and Designation of Competent Authaties

In order to guarantee smooth programme implementation, the followingesbddive been
designated by the Joint Task Force, which was responsible for programming:

Joint Monitoring Committee (JMC): supervises and monitors programme implementation and
is responsible for the approval of project proposals, as assess&klegion Committee (SC);

Joint Managing Authority (JMA): responsible for the management and implementation of the
programme;

Joint Technical Secretariat (JTS) assists the JMA and the JMC in carrying out their
respective duties;

National Info Points (NIP): provide information to potential beneficiaries in their own
countries on the planned activities under the progrgmme

Audit Authority (AA): carries out the annual financial audit on the expenditure and accounts of
the JMA For IPA funds in Turkey, designated Audit Authority carries out aofdiDperating
Structure,

National Authorities (NA): arecounterparts of the JMA in the programme preparation period,
in the framework of which they are responsible for the coordinatidmegbtogramming process

in their respective countries, participation in JMC meetings, angogmg candidates for
membership of the SC to the JMC for approval. The JMA and the &A Bulgaria and Greece
will conclude a memorandum of understanding for the recovery of unduhy &pels. In the
partner countries, the NA will sign the Financing Agreement) (Wah the EC. In Turkey the
Operating Structure will play the role of NA.

Central Finance and Contracts Unit (CFCU) in Turkey: acts as contracting authority for
Turkish partners participating in joint projects, with contribution from IPA funds

6.1 The Joint Monitoring Committee

The countries participating in the programme will set up a Joontitdring Committee (JMC). The
JMC will be the joint decision making structure of the programme.

Tasks of the Joint Monitoring Committee

The main tasks of the JMC include:
Approving the work programme of the JMA,;
Appointing the SC for the assessment of project proposals;
Approving the application packages before the calls for proposals are launchedMpthe J
Deciding on the selection criteria to be applied and approving amsiae of those criteria in
accordance with the needs of the programme;
Deciding on the final selection of the projects and the budget of each project to be funded;
Deciding on the amounts and on the allocation of funds and resources, forciiling human
resources;

Reviewing, at each meeting, the administrative decisions taken by the JMA,;
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Examining, at least once a year, the operational and financial report abhyitthe JMA,;
Reviewing periodically the progress made towards achievinguéerall and specific objectives
of the programme on the basis of documents submitted by the JIMA,;

Proposing — if appropriate - to the EC any revision of the prografkaly to improve its
effectiveness or its management;

Examining any possible cases of irregularity and/or the nee@eédovery brought to its attention
by the JMA.

Composition and procedures of the Joint Monitoring Committee

Each participating country shall appoint its representatives tdN@ within one month of the
Commission’s approval of the programme. The appointment is functamthlnot personal. In
addition, the participating countries may decide, by common decisianvite other participants as
observers, in particular representatives from the involved regiomh Eational delegation will
have one voting right. In the case of Turkey, representatives ofGHEel‘fe%ation in Turkey will
attend the meetings of the JMC in an advisory capacity, withoingvights®. Representatives of
the EC will attend the IMC meetings as observers. Represestafithe JMA and the JTS will be
present at the meetings of the JMC without voting rights.

A JMA representative shall chair the IMC meetings without voting rights.

The JMA, assisted by the JTS, will be responsible for theetgg@t and the organisation of the
JMC meetings (invitations, information etc). Minutes, co-signed Hmy ¢hairperson and the
secretary, will be prepared after each meeting by tiseand will be circulated to all members of
the Committee and to the EC.

Decisions by the JMC shall be taken by consensus. In spasied where the consensus cannot be
reached, particularly those relating to the final selectigora@jects and the grant amounts allocated
to them, the JMC will take decisions by voting procedure, requ&ingajority of 8 out of 10 votes.
Decisions may also be taken via written procedure. Meetings dMReshall be held at least once
a year or after a duly justified request by at least onésahembers, the JMA or the European
Commission.

At its first meeting after the Commission’s approval of thegpamme, the JMC shall approve its
own rules of procedures.

6.2 Joint Managing Authority

A Joint Managing Authority (JMA) will be responsible for managiand implementing the
programme. The JMA shall be the programme Contracting Authority, thoergain tasks of the
Contracting Authority will be given to the JMC. These tasks, seeclly the Regulation (EC) No
951/2007, are:

Nominating the members of the SC;

Deciding on the selection criteria;

Making a final decision on the selection of projects and on themuamifinancial contribution
from the programme

% The participation of representatives of the ECeDation to Turkey should, inter alia, help remowveraearly stage
any possible obstacle concerning the participatfofurkish partners (under IPA funds) in joint @cis.



Black Sea Basin ENPI CBC programme pé4gée 88

According to the requirements of the ENPI regulation, the JMA wesllablish separate and
independent offices to carry out the certification and audit functidms.JMA'’s financial unit will
ensure independent and separate accountancy for the programme inoopttevide financial
monitoring data by objective and by priority. The JMA internal awdit (Audit Directorate,
Ministry of Development, Public Woks and Housing) will carry out anawalits, according to the
procedure described below.

The JMA will not be responsible for the financial management ofRtAgfunds that will ensure the
participation of Turkey to this programme. This responsibility veifit with the CFCU in Turkey as
Contracting Authority for the IPA funds and with the Operating@ure. The JMA and Operating
structure in Turkey will sign a collaboration protocol laying dotva Wwork procedures necessary to
ensure a smooth coordination during programme implementation.

Tasks of the Joint Managing Authority
In accordance with the tasks formulated for the JMA,

The Operational Unit of the JMA will:

Chair the JMC, organise its work and convene its meetings acgdadthe rules of procedures
that will be agreed upon by the JMC;

Be responsible for the launch of the call for proposals and thedu@sefor the selection of
projects;

Follow up the selection of projects by the JMC, signing the cdstffac the various projects
with beneficiaries and contractors;

Make TA expenditures with the assistance of JTS and in cooperation with the Hibaigia
Elaborate the annual reports and send them to the EC, after priovadpom the JMC, by the
30" of June of each yeHr

Carry out the monitoring of the programme by reference to financial andindnEators;
Establish a system for keeping records of each project fandimamanagement, monitoring,
verifications, audits and evaluation; This will be ensured with doperation of the Financial
Unit

Approve the operational verification reports, supporting the claimsforbursement presented
by project Beneficiaries.

Ensure the implementation of an adequate communication and publicity plan for the pnegram
Establish an implementation agreement with the JTS for the delegaf tasks and
responsibilities;

Establish a memorandum of understanding with the Member Statesigadirig in this
programme on the procedure for recovery of funds in case of irregularities;

Notify the JMC of all cases of irregularity and recovery.

The Financial Unit of the JMA will:

Draw up independent and separate accounts for the Programme and kee@pdbeh a way as
to enable analytical monitoring of the programme by objective, priority aasune.

Manage the programme’s financial flows, approve payment claings make payments to
project Beneficiaries;

39 According to art. 28, Regulation (EC) No 951/2007
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Issue claims for payments to the EC. In particular, the JMAn&ial unit will issue all the
financing requests to the EC and prepare the accompanying rd@asii reports, financial
reports);

Receive the payments made by the EC (pre-financing, inteymagrgts and the payment of the
final balance) and transfer the funds to the projects’ Beneficiaries;

Approve the financial verification reports, supporting the claimsdionbursement presented by
project Beneficiaries. At the end of the project, and after thessary audits have been carried
out, it will make final payments or issue recovery orders;

Ensure that any amount paid as a result of an irregularity is recovered,;

Provide the Operational Unit of JIMA with the necessary financial datadwimy up the annual
reports of the Programme.

The Audit Unit of the JIMA wiill:

Carry out the annual audit programme of the internal financial flowdsprocedures of the JMA.
The Internal Audit Unit will be responsible for this audit. Annuaéinal audit reports will be
presented to the JMC and the®C

Ensure that an annual ex-post financial audit on JMA expenditure and aciopetformetf
(see section 6.4). The AA, established in Romania, will be responsible for this audit.
Establish, for each successive year, an audit plan for the projectsfunded

Designation of the Joint Managing Authority

In agreement with all participating countries, tRemanian Ministry of Development, Public
Works and Housingwas designated to fulfil the functions of the JMA. In relatiorhtorieed for a
clear division of operational management, financial managementuadit functions within the
JMA (as described in art. 14.5 of the Regulation (EC) No 951/2007):

The General Directorate for European Territorial Cooperation, Directorabe hternational
Territorial Cooperation is responsible for the overall supervision of programme
implementation, for the operational management of the programmiejgaion in committees
and presenting reports to the JMC; The General Director for Eanoperritorial Cooperation
will play the role of Head of JMA, while the Director fartérnational Territorial Cooperation
will be the Deputy Head of JMA.

The General Directorate for Programme Authorization and Paymeigsresponsible for
payments to projects and recovery orders and for drafting the progra annual financial
report as well as for receiving funds from EC and making transfers to projeefidaries;

TheAudit Directorateis responsible for programme auditing (see section 7.3).

A Principal Advisor for the Black Sea programnpgoposed and financed by the Greek partners,
will be placed by the JMA, to theirectorate for International Territorial Cooperatiomhe advisor
will have a clearly specified role and tasks, contributing tontlamagement of the programme.
Romania and Greece will set up joint criteria for the selection of the Rairegvisor.

The JMA could be assisted in its daily management of the progedmy a JTS. The precise tasks to
be delegated by the JMA to the JTS will be part of an agreetodm¢ signed between the two
bodies.

The JMA staff consists of Romanian public servants, their salaries being sddpotte® Romanian
State budget. In order to ensure the continuity of the experienced Bichimed personnel, as well

0 According to art. 29, Regulation (EC) No 951/2007
“1 According to art. 31, Regulation (EC) No 951/2007
2 This audit could be contracted by the JMA to exakauditors (Art 37 Regulation (EC) No 951/2007).
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as the high professional standard of the Programme managememtlimg to the Romanian
legislation, the staff of JMA benefits of higher salariad acentives than the average salaries for
public servants.

The JMA will engage the properly qualified staff fully dedezhto the programme, in a sufficient
number to ensure good management of the programme commensurate witluthe, content and
complexity of the operations planned under the programme.

Ministry of Development, Public Work and Housing
Joint Managing Authority
Indicative number of staff

4 OPERATIONAL UNIT )
General Directorate for European 4 INTERNAL AUDIT UNIT
Territorial Cooperation Audit Directorate
Directorate for International Territorial Head + Auditor
Cooperation @
\_ Head of JMA @ N
- I - N 4 EINANCIAL UNIT 7
Blac_k =l Elill General Directorate
Unit Coordinator Programme Authorizing and Payments

\\ J
General Director

Prioriy 1 implementing officer

Prioriy 2 implementing officer Contracting Head of Authorizing | [ Head of Payments| ( Head of Accounting
Prioriy 3 implementing officer officer Unit Unit Unit
Financial and irregularities Contract officer Payments officer | | Accountant
officer
Info and communication officer,
Horizontal issues Irreqularities officer Financial Preventive
Unit controller unit

Leqgal Affairs
Directorate

()

Programme
evaluation

MIS-ETC
IT officer

6.3 Joint Technical Secretariat

The JMA will set up a Joint Technical Secretariat (JTS)Heroperational needs of the programme.
The JMC will approve its structure, composition, staffing and ojeeatrules. The JTS shall be
funded from the TA budgéf The annual budget and work plan of the JTS will be endorsed by the

3 Given the very limited financial resources of % budget, the JTS could be financed also fromtiwtthl sources if
identified



Black Sea Basin ENPI CBC programme péde 88

JMA and approved by the JMC. The JTS tasks will be carried out timeleesponsibility of the
JMA.

The JTS shall be equipped with the necessary resources. ThellDm&vwiinternational staff, with
good knowledge of the eligible programme area and the technigatitato assess and manage
international projects of cooperation. The JTS staff should be ab&sist in the implementation of
the programme in all participating countries. Details of coniedctelations, funding, staff
management and other relevant issues will be laid down in amagmebetween the JMA and the
JTS.

Tasks of the JTS

The JTS will assist the JMA in the daily management ofoiberations of the programme and its
tasks will be delegated by the JMA. These tasks will be the following:

Assist the SC and JMC in carrying out their respective duties;

Carry out information and publicity activities to support project gmien (creation and
maintenance of a web-site, organization of workshops and seminars, etc.);

Act as secretariat of the SC and JMC, i.e. organize the mgsetiraft the minutes, prepare,
implement and follow up decisions, subject to approval from the JMA;

Launch calls for project proposals in accordance with the decisiotie JMC and under the
coordination of the JMA: prepare application documents (application fantigguidelines for
applicants), inform and advise applicants, receive and registercpapelications (A prior
opinion cannot be given on the eligibility of an applicant, a partner,céanaor specific
activities);

Prepare documentation relating to the SC and JMC meetings, aarrgdministrative and
eligibility checks of project applications, prepare requestsclarification and draft Opening
Session reports;

Monitor progress, including financial progress, made by funded psdpcthecking financial
and activity reports and carrying out on-the-spot visits if necessary;

Manage the programme/project implementation by putting data iB-BMIC, in order to
generate quantitative and qualitative information for project monitoring;

Assistthe JMA in the financial management of the projects. tticpkar, it will check the
technical, financial and verification reports received from the projects;

Ensure dissemination of project results and best cooperation prggtiiogsamme newsletter,
Beneficiary meetings, etc.);

Establish close links and regular information flows with the NA and NIP;

Co-operate with organisations, institutions and networks relevant tactievement of the
objectives of the programme;

Designation of the Joint Technical Secretariat

The JTS of the programme will be established in Romania byMAeafter prior agreement of the
JMC, according to art.16 of Regulation (EC) No 951/2007.

If it will be decided to establish a JTS, the Ministry ofvB®pment, Public Works and Housing
will establish a new structure under its coordination based oRdhganian law. The modality of
recruitment of staff will depend on the available financial resmufar the staff salaries, meaning it
could be done either through international call or secondment of fepaff the participating
countries. The estimated number of staff of the JTS is 4-5 persons.

In case the JTS will not be established, the JMA will agsath responsibilities as foreseen in
section 6.2 and increase its staff according to the needs.
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An Antenna of the JTS will possibly be established in Sochi, conditmmaddditional financial
resources being identified.

National Info Points*

National Info Points may be established in each participating-coditieypartners will identify the
national entities that would fulfil this function. The NIP will prdei information to potential
beneficiaries in their own countries on the planned activities uhéeprogramme. As a result of
establishing NIP, there will be at least one person per coanaifable for informing potential
beneficiaries in their own language and taking into account their own nationattconte

The staff of the NIP will be trained with funds from the TA budged support of RCBI Il. Due to
the financial constraints of the programme TA budget, thé ataf operational / running costs of
NIP will not be supported by the TA budget and should be covered by the participating-sountrie

The indicative activities of the NIP are:
Organise the flow of information to potential beneficiaries ftbmir own country (organising
small-scale seminars, providing translated material from tbgrgmme web-site in their own
national language, informing about the launch of calls for proposaplaining among others
rules and procedures);
Liase with NIP from other countries (directly or via the JTS) in order to tteilpartner search.
Keep a small-scale database at measure level of (potentiadisgsted parties.

6.4 Audit Authority

As mentionedin art. 31 of the Regulation (EC) No 951/2007 and art. 10 (5) of Regulation
1638/2006, the JMA is subject to an annual external ex-post auditdcauieby an organisation
entirely independent of the JMA. Taking into account existing pestand structures, and in
agreement with all participating countries, #edit Authority from the Court of Accounts of
Romaniawill perform the annual ex post financial audit on the accounts of the JMA.

The responsibility of the AA will be the audit on the direct expemdiof the JMA. This audit will
also ensure the correctness of the JMA accounts and as sudiAlsephyments to the projects’
Beneficiaries.

The annual external report, prepared by the AA will be submiteghaannex to the JMA annual
report, and will certify the statement of revenue and expengitesented by the JMA in its annual
financial report. In particular, it shall certify that sthiexpenditure has actually been incurred and
is accurate and eligible.

6.5 Turkish Authorities

According to IPA rules, the Turkish Authorities shall establish an Opgr&tiructure, which will be
responsible for the management of IPA funds allocated for theipatton of Turkey in the ENPI
Black Sea Basin programme. The Operating Structure shalldecan Implementing Agency

4 The exact number and responsibilities of each edalentities will be decided after finalizationagfeements on the
programme implementing structure, TA availabildpd special provisions for Turkey and for transiibmeasures.
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responsible for the tendering, contracting, payments accountingreemtifl reporting aspects of
the procurement and grants financed with IPA funds. The Turkish CFCU will petticgriunction.

The Operating Structure shall carry out a number of functions that includegliate

Participation in the JMC,;

Monitoring the implementation of operations financed by IPA and choi@ by Turkish
partners participating in joint projects;

Setting up, maintaining and updating a separate reporting and infonnsystem, compatible
with the MIS-ETC used by the JMA,;

Carrying out verification to ensure that IPA expenditure declheesdactually been incurred in
accordance with applicable rules that products or services hawedbbeered in accordance
with the approval decision and that the payment requests by theébénaficiary are correct.
These verifications shall cover administrative, financial, teethnand physical aspects of
operations as appropriate;

Cooperating closely with the JMA, JTS and JMC in monitoring and tiegoiit particular for
the activities financed by IPA funds in Turkey.

In addition, designated Audit Authority carries out audit of IPA fundscoordance with the Article
29 of the Commission Regulation (EC) No 2499/2007 for implementing Coungull®®n (EC)
No 1085/2006, dated 12 June 2007

6.6 Eligible Project partners

Public bodies, public equivalent bodi2slocal and regional authorities, NGOs and non-profit
organisations implementing projects for the public interest, noe-atdbrs as defined in point (h)
Article 14 of ENPI Regulation will be eligible for programme support.

As a general rule, only bodies located in the eligible area cary &pplfinancing under this

programme. The participation of other bodies of the similar typatddcoutside the programme
area, in projects implemented in the eligible area, will be sulbgeapproval of the JMC in the
framework of the guidelines for applicants. This exception can le@lapplied on the basis of a
substantial justification showing that the projects cannot be ingoited or would have difficulties
in achieving their objectives without that partner’'s participatisnneentioned in art. 40(2) of
Regulation (EC) No 951/2007.

Legal entities not falling in any of these categories arecomeéd to participate in projects as
Associate Partners. Associate Partners will have to findrededctivities from their own resources
and are not entitled to receive ENPI or IPA funding from the programme.

Responsibilities of Beneficiaries (Lead Partners) and other partners

For each project the partners shall jointly appoint a Benefi¢laegd Partner). In case of ENPI
funds, the Beneficiary will sign a grant contract with the JMAfining all arrangements for the
implementation of the project, and its relations with the JMA,uthiolg the arrangements for
recovering amounts unduly paid (cooperation agreement).

The Beneficiary shall assume the following responsibilities:
Sign the grant contract with the IMA;

“5 Public equivalent bodies are those governed byiplaw as defined in Article 1(9) of Directive 28Q.8/EC of the
European Parliament and of the Council of 31 M&@ob4andin compliance with the national legislation of each
participating country.
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Lay down the arrangements for its relations with the projectn@artin a “partnership
agreement” comprising, inter alia, provisions guaranteeing the smamtifal management of
the funds allocated to the operation, including the arrangementscimvering amounts unduly
paid;

Organize the recovery of amounts unduly spent;

Ensure the implementation of the entire project;

Transfer the ENPI contribution to the project partners;

Ensure that the expenditure presented by the project partnersdmapaie for the purpose of
implementing the operation and corresponds to the activities agreed between this;partne
Ensure the sound financial management of the whole project. It shathatoatiditors for the
verification of expenditure in accordance with programme procefiures

Claim the reimbursement of expenses from the JMA, and tram&fee reimbursements to the
partners;

Record and store project documents (originals and copies) in a maeedres in the grant
contract;

Provide the JMA and JTS with all data relevant for monitoring indisads outlined in the grant
contract.

The partners shall assume the following responsibilities:

Ensure the implementation of the project activities under its redpldgsaccording to the
project plan and the contract signed with the Beneficiary

Cooperate with the project partners in the implementation of thecprdfe reporting and
monitoring;

Provide a financial and progress report, including all supporting docutioente the body /
entity with the responsibility for the verification of expenses gach of the reporting periods
established for the project and ensure full cooperation and assikiatioe timely and accurate
performance of verification;

Assume responsibility in the event of any irregularity in the edpere it has declared, and
repay the Beneficiary the amounts unduly received.

Special arrangements for Turkey

For joint projects, which involve the participation of one or more Thrkartners, the Turkish
partners shall appoint amPA Financial Lead Beneficiary (Lead Beneficiary as in IPA
terminology’) among themselves. The CFCU will sign a grant contrach®icorresponding IPA
funds with the IPA Financial Lead Beneficiary defining albagements for the implementation of
the project, after receiving a notification from the JMA on tigaaiure of the contract for the joint
project (ENPI funds).

The IPA Financial Lead Beneficiary shall cooperate closeiyh the ENPI Beneficiary for a

successful implementation of the joint project and with the aimnetireng single operational

reporting of the project, even if differentiating between ENPI HW expenditure. The IPA

Financial Lead Beneficiary will report on financial issuesht® CFCU, according to the provisions
laid down in the relevant grant contract.

6 Programme procedures will be those of PRAG, with derogations and additions agreed among partmets
a?proved by EC.

4’ commission Regulation (EQYo 718/2007 of 12 June 2007 implementing CouncgduRation (EC) No 1085/2006
establishing an instrument for pre-accession assist(IPA), art. 96



Black Sea Basin ENPI CBC programme pate 88

6.7 Eligible expenditure

Following the adoption of the joint operational programme by Comaomsslecision, the

programme shall start immediately in the Member States thghallocation in the European
Neighbourhood and Partnership Instrument for cross -border cooperation faoinghéB of the

Financial Perspective (Inter -institutional agreement 2006/C 139/01).

This Commission Decision shall be applicable to each partner-cdumtnythe signing of a FA by
the country.

A separate and specific IPA Financing Agreement will gotkenparticipation of Turkey in the
programme with IPA funds.

Eligible and non-eligible costs at project level shall be mlesd in the application package in
compliance witiPractical Guide to contract procedures for EC external actions
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7 Programme Implementation

The programme implementation will be ensured according to the requirements of:

Regulation (EC) No 1638/2006 of the European Parliament and of the Coun2d of
October 2006 laying down general provisions establishing a Europeanbiergood and
Partnership Instrument,

Commission Regulation (EC) No 951/2007 of 9 August 2007 laying down ineplamy
rules for cross-border cooperation programmes financed under Regu(&n No
1638/2006 of the European Parliament and of the Council laying down bprearaions
establishing a European Neighbourhood and Partnership Instrument,

Council Regulation (EC, Euratom) No 1605/2002 of 25 June 2002 on the Financial
Regulation applicable to the general budget of the European Communities, as amended

Commission Regulation (EC, Euratom) No 2342/2002 of 23 December 2002 layimg dow
detailed rules for the implementation of Council Regulation (EC,t&mmaNo 1605/2002
on the Financial Regulation applicable to the general budget &utoppean Communities,
as amended

Practical Guide to Contract procedures for EC external actions and its Annexe

7.1 Project application and selection

This section describes the general principles for project applicatid selection. A final decision
regarding these issues should be made by the JMC taking ccoord the specificities of the
programme, the financial constraints, and the need for transitional arrangement

The JMC approves the launch of call for proposals and its procedurdM®elso approves the
criteria proposed by the JMA for the eligibility check and evaluation of prpjegiosals.

The JMA, assisted by the JTS, prepares the application packhésutiee call for proposals and
ensures its publicity. The call is announced widely through the progeanebsite, the NIP and the
TA activities as described in Chapter 4.

In order to cover as well the participation of Turkish partnersnieyans of IPA funds, the JMA
submits the notice of the call for proposals and its application paok,tprtheir launch, to the EC
Delegation in Turkey for endorsement, as appli¢dbléhe EC Delegation will react within 15
working days from the reception of the notice and the application pack.

Beneficiaries (Lead Partners) submit their project proposaletdTS, before the deadline set in the
call for proposals. Receipt of the proposals is acknowledged vid emé&tter. Proposals are
assessed by@election (Evaluation) Committee (SC)appointed by the JIMC and composed of:

One non-voting chairperson proposed by the JMA;

One non-voting secretary from the JTS;

5 voting members proposed by the participating countriesrotaon basis
Observers

8 Theex antecontrols shall apply until the Commission allows flecentralised management withentantecontrols
of IPA funds in Turkey (Art. 18 IPA Implementing Bdation (EC) 2499/2007 of 12 June 2007).
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The JMC will define the rotation mechanism of the voting membe8Coin the different calls for

proposals using the list of persons indicated by the countries patitigpin the Programme,

assuring an equitable participation of all countries in the conesitt€Ehe members of the SC
should possess the technical capacity to evaluate the proposals.

The participating countries not represented by voting members BGheithin a specific call may
appoint observers, paid from own resources to participate in the wohe &Q. The observers'
comments are registered in the minutes of the Selection Caemittetings and in the evaluation
report, which will be analyzed by the JIMC External assessordracted by the JMA according to
the EU’s Practical Guide (PRAG) will assist, if needee, € members in their assessment work
using the criteria set by the JIMC. The number of these external assedstepaevid on the amount
of proposals received, but will not be less than three, so thatebbirical expertise can reflect all
priorities covered by the call for proposals.

All members of the Selection Committees, as well as obsemdesnal assessors and assisting JTS
staff are bound to the respect of the principles of confidentiality and impgrtialit

The JTS staff proceeds with tadministrative check of the proposals, under the supervision of the
SC secretary and Chairperson. Considering the high cost astidagpmplexity of gathering the
SC members over a long period of time, the JTS staff may mrogle the eligibility check in
parallel andunder the supervision of the SC secretary.

After both checks are completed, the SC is gathered to approventieistichtive and eligibility
reports and to proceed with thechnical evaluationof the applications, according to procedures
detailed in PRAG. If needed, and depending on their number, the extesaasars, working under
the supervision of the SC chairperson, may start their assessornon eligible proposals before
the formal gathering of the SC.

The SC chairperson is responsible for ensuring the impartialttftransparency of the assessment
work.

The entire evaluation procedure, with the SC recommendatiortoiesl in an evaluation report to
be submitted to the JMC for approval. It includes the proposals recommended for fasdiredl, as
a reserve list. The SC may, when recommending a project, indidateof minor corrections to be
made to the proposal.

In order to promote high effects of the cross-border activiiigs possible synergies and coherence
with projects and programmes funded under other EU policies asaweth avoid duplication,
information on activity funding in the recent past may be exchanged as requweeh®irectorate
Generals before launching calls for proposals. For that purpose, AlBIC@quest each DG to
nominate one or more contact points to be consulted on the proposalgedivithin the call for
proposals.

The JMC will approve the ranking of the project proposals and SC neendations by consensus
or, in case this turns out to be not possible, by a vote with atdemstority of 8 out of 10. No
project proposal failing to pass the technical threshold may be approved.

If, when taking decisions referred to above, the JMC decides nailltovfall or part of the
recommendations of the SC, it shall explain its decision in wrilihg decision shall then be sent -
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via the JMA - to the EC for prior appro¥al EC communicates its opinion to the JMA within 15
working days.

The JMA transmits the evaluation report with the list of projegigroved by the JMC to the EC
Delegation in Turkey for endorseme&htThe EC Delegation will react within 15 working days
from the reception of the evaluation report with the list of mitsjeThe EC Delegation's approval
will affect only the participation of Turkish partners in tleewant projects. In parallel, the JIMA
will notify the Turkish Operating Structure (including ImplementiAgency) of the approved

projects where a Turkish partner is present in order to proceedthtiignature of the grant
contract following the endorsement of the EC Delegation.

The list of contracts awarded by the JMA will be published ty JMA on its website in
accordance with the requirements of the EC Financial Regulation and of tle. PRA

7.2 Financial management

Visa circuit for contracts/amendments signature

1. The Operational Unit of the JMA prepares the contract/amendments, togéthell the
necessary supporting documents and submits them to the Legal Affairs Dteectora

2. The Legal Affairs Directorate verifies if the contractfidfilling the EU and national
legislation, approves the contract from the legal point of view abohis it to the Financial
Preventive Controller unit;

3. The Financial Preventive Controller unit verifies the compliasfcthe contract with the
Applicant’'s Guide, the amounts and approves the contract;

4. Last two signatures belong to the contract parties, HeallAfahd the Beneficiary (Lead
partner).

Operational Unit
(within MDPWH)

Legal Affairs Directorate
(within MDPWH)

\ 4
Financial Preventive Controller
Unit
(within MDPWH)

\ 4
Head of IMA

9 Art. 13, Regulation (EC) No 951/2007

0 Theex antecontrols shall apply until the Commission allows flecentralised management withextantecontrols
of IPA funds in Turkey (Art. 18 IPA Implementing Bdation (EC) 2499/2007 of 12 June 2007).

*1 This section does not concern IPA funds (Turkpgiicipation).
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l

Beneficiary (Lead partner)

Transfers from the EC to the JMA financial unit

According to Art 24-26 of the Regulation (EC) No 951/2007, the EC widlken annual
commitments and after the notification of this commitment, thé Jidancial unit will ask for a
maximum of 80% of the annual contribution as a pre-financing payofeiie activities. On the
basis of this pre-financing request and after verification ofeleted reports and the evaluation of
the actual financing needs of the programme, the EC will pcbeéth the payment of all or part of
the requested pre-financing. In the second half of the year and badiseof the annual reports, the
EC also clears the previous pre-financing according to the eligitd actual expenses incurred, as
certified by the annual external audit report. On the basibeofdsults of this clearance, the EC
completes or reduces the pre-financing amount requested.

Transfers from the JMA financial unit to the projects

The JMA will be responsible for the transfer of payments toeptoBeneficiaries, under the
condition of the timely receipt of the necessary pre-finanfrimg the EC. After signing the grant
contract with the Beneficiary and receiving a requestdoaace payment, the JMA'’s financial unit
will transfer the EC contribution to the Beneficiary for the pobjin order to cover its first annual
budget. Special provisions will be detailed in the guidelinespmlicants to be drawn up by the
JMA.

The foreseen payment conditions described in PRAG and in the standardeddés for the grant
contract annexed to PRAG will be appl@dThe expenditure verification, in compliance with the
"expenditure verification report”, will be asked for all projects, whatédweptoject size.

An expenditure verification (audit) report of the project expendituittbe sent with all requests
for payment (except for any advance payment), together withettimical and financial reports.
The JMA will transfer the corresponding payment after recejgtidhe request for payment. In case
the JTS requests clarification, correction or additional information from theqts Beneficiary the
procedure of payment is suspended until the answer from the Beneficiaryvedecei

Verification of expenditure at project level

The EU Member States may set up a system allowing farification of the soundness of the
expenditure declared for the operations implemented on their tesit@nd the compliance of such
expenditure with Community rules and their national Aijex may externalise such a verification
to private audit companies. The control system in the Member Stétese described in the
respective Memoranda of Understanding concluded with the JMA. Femepacountries, the
verification of expenditure shall always be externalised to private audpgaraes.

| Euronean Commissiol

A Documents on control activities

Reg_u_lar Requests for payment ‘:
2 The templates annexed to thg Pri certified by IMA 'rocedures for EC external actions ("PRA@3y be

adapted by the JMA, with a prigr appruvar ur uie wwiess g derogative instruction |is issued bv: thevemt EC

rvice. . . -
gse C . Joint Managing Authority
ArtICIe 391 ReQUIatlon (EC) Ministry of Development Public works and Housing in Romanig

A
/ Verified and approved

payment claim

[elouRUL [BUISIXS [eNnuUY

HoR pue

Audit
Authority

o n o n o | T1Aaint Tarhnicral Carcrratarin:
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Payments circuit inside the JIMA

Contract Officer

Contract Officer

Contract Officer

Accountant

1
v
2 Head of Authorizing Unit
3 Head of Programmes Accounting Unit |
Head of Programmes Payments Unit [«
4

Payments Officer

Payments Officer

Head of Programmes Accounting Unit

Accountant
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] Accountant

1. The Contract officers verify the pre-financing / reimbursemeqtiest on the basis of the
reports required in the contract and issue the Check List arRRagmeent Authorizing Note
for the said requests.

2. The Head of Authorizing Unit approves the Payment Authorizing Note issued by the
Contract Officers and sends it to the Programmes Accounting Unit.

3. The Accounting Unit, on the basis of the Payment Authorizing Noteessthe pass for
payments to the Programmes Payments Unit, which is signed by the Head of JMA.

4. TheProgrammes Payments Unitthrough its Payments Officers issues the Payment orders
and makes the payment to the Beneficiary

5. After the payment is made, tikrogrammes Accounting Unit through his Accountants is
recording in the accounting system the payments made, based oaté¢ngest of accounts
and payment orders approved by the bank.

In accordance also with the Romanian national legislation regattie steps of the budgetary
execution, the internal organization of the JMA Financial Unit, as shawove, ensures total
separation of functions related to the commitment, validation, authorization and payment

In this respect commitments are done by the Operational dfnihe JMA, validation by the
Authorizing Unit, authorization by the Accounting Unit and payment by the Payment Unit.
Thus, the payment order based on which the transaction will be redartes programme bank
account, will require two signatures, the ones of the PaymentseOdind of the Head of Financial
Unit. However, the payment order is always issued on the basis passeof payments approved
by the Head of JMA.

In accordance with Art. 59 - 62 of the Council Regulation 1605/2002, as amedkdy the
meaning of the Black Sea Joint Operational Programme, the functidecouinting Officer is
fulfilled by the Head of Payments Unit, and the functioiothorising Officer in ensured by the
Head of IMA

Programme accounting system

The accountancy toolused within the JMA Financial Unit was agreed by the Romaviarstry

of Economy and Finance and provides a unitary evidence of the non-reiblbwesternal funds at
the level of the Managing Authorities.

The General Directorate for Programme Authorization and Patgns¢éarted operating with it since
1% of July 2007. The evidence is kept separately in EURO and in RONeaftr operational
programme (balance sheets are generated separately forregcimpne and for each financing
source).

For each operational programme the analytical bank accounts evidekept at project level
(advance payments given to the beneficiaries, intermediate raigpéiyments, expenses with bank
charges, incomes from interests, amounts recovered from debtefictsres with notified or
cancelled contract).

The programme bank accountin Euro will be opened by the Ministry of Development, Public
Works and Housing at the Romanian National Treasury.

Recovery of payments
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After the final report is received and checked by the JTSIN#e proceeds with the payment of the
balance or with the recovery of funds in case any ineligigbemditure identified is higher than the
balance amount. The JMA is responsible for the recovery of any unjustified gitileeéxpenditure
from contractors established in the Member States, and for tidweiement to the EC of any
amount that could not be recovered. However, in case the JMA could notrrée@enounts due
within one year, the Member States in which the contractorabledted will have to reimburse to
the JMA. To that end, the JMA will conclude a memorandum of understandih the NA
responsible for the recovery of unduly spent funds in the Member Siat@sipating in the
programme.

In case the recovery concerns a partner country, and if the JMAmbesucceed to recover the
funds from the Beneficiary within a year, the JMA refers tagecto the EC, which takes over the
responsibility to settle the matter.

The contracts concluded by the JMA as part of the prograrhalecontain a clause allowing the
Commission or the Member State concerned to carry out recawenytfie beneficiary, contractor
or partner where the claim is still open one year after the issue of twergorder by the IMA.

Provisions for Turkey

The provisions concerning the financial management of IPA funds (paynteiurkish partners,
recovery of funds, auditing at project level) will be establishetthénFA to be concluded between
the EC and the Turkish Authorities concerning the IPA funds for ttigipation in the ENPI CBC
Black Sea Basin programme. These provisions will be harmoniséal @s possible with ENPI
rules (e.g. the percentage of pre-financing, etc.)

7.3 Programme auditing

The JMA internal audit unit (Audit Directorate, Ministry of Dewginent, Public Works and
Housing) will carry out annual controls of the internal financiavB and of the correct application
of procedures within the JMA. The resulting report is sent to W€ and to the EC (Art.29
Regulation (EC) No 951/2007), together with the annual (operationaliauacial) programme
report.

The AA will perform an annual external financial audit on IMA expenditure and accounts

As from the end of the year in which programme implementatiats SIMA is responsible for
establishing, for each successive year, an audit plan fordfects that it finances. The audits shall
be conducted by examining the documents, or conducting on-the-spot afeaksample of
projects selected by the JMA based on a random statisticalisgmmethod. The sample shall be
sufficiently representative to warrant a satisfactory llefeconfidence in relation to the direct
controls carried out by the JMA on the existence, accuracy mibilel/ of expenditure claimed by
the projects (Art 37 Regulation (EC) No 951/2007). This audit will be carried out ingdergi the
competent staff of the JMA but it can be decided by the JMA to contract it ouetoa&duditors

Monitoring procedures

The main tasks of the JMC related to programme level monitoring are:
To review periodically progress made towards achieving the objectives of grarproe;
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To consider and approve the annual and final reports on implementation presented bA;the JM
To propose to the JMA any revision or evaluation of the programme to improve its manage

The monitoring tools at programme level are as follows:

Annual reports and final reports on programme implementation: the annual or biannual
reports will be drafted by the JMA with support from the JTS aiticoes approved by the IMC
before they are sent to the EC.

Indicator systemt a well-defined indicator system has to be developed to support the
programme level monitoring and evaluation (see Chapter 4 for the feassuch a system).
Indicators relevant for this programme are to be distinguished e ttifferent levels:
programme, priority and project level. Project level indicators shpeitchit the monitoring of
project contributions to priority and programme indicators.

Computerized system The JMA is responsible for setting up a system to gathablel
financial and statistical information on programme implementdtiothe purpose of measuring
monitoring indicators and evaluation and for forwarding these data dordance with
arrangements agreed between the partner-countries and the HECIJMA will use the
Management Information System-European Territorial Co-operation MIS-ETC), which
allows for data collection of the information related to impletaton, necessary for financial
management, monitoring, verification, audit and programme evaluatidmwill ensure the data
exchange with EC by means of a paper-based system.

Monitoring indicative steps carried out to the programme and project level nooimg:

1. The Partners send hard copy and electronic reports of their activities tertbfciary

(Lead Partner);

2. The Beneficiary (Lead Partner) prepares the hard copy anttoeliecreports of the
project implementation;

3. The Beneficiary (Lead Partner) submits the hard copy and@dcteports to the JTS
for approval;

4. The JTS verifies and approves the reports and introduces theomieatiata of the
projects into the MIS-ETC;

5. The JTS prepares the annual reports and final report on the impidimenf the
Programme;

6. The JTS sends the annual reports and final report on the implemenvtitbre
Programme to the JMA,;

7. The JMA informs the National Authorities and JTS, which informsNBa&onal Info
Points, on the progress of the Programme implementation;

8. The JMA checks and validates the electronic data introduced in t8eENMIC by the
JTS;

9. The JMA verifies and submits the annual reports and final repotheaJMC for
approval;

10.The JMC approves the annual reports and final report on the Programme
implementation;

11.The JMA submits the annual reports and final report to the EuropeamiSsion for
approval;

12.The EC examines the annual reports and makes recommendations estseigu
evaluation.
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Management Information System-European Territorial Cooperation (MISFE)

Concept of the Management Information System-European Territorial Coopeation

The Management Information System related to the EuropeanofiairiCooperation (MIS-ETC)

is an information system developed by the responsible institutions, theleroordination and
financed by the Ministry of Economy and Finance Romania, in ordamdore the collection of the
information related to implementation, necessary for financial gemant, monitoring,

verification, audit and evaluation of the programmes under Europeaitoiial Co-operation

Objective. The system addresses the needs of all managemésnt(Maraging Authorities/Joint
Managing Authorities, Joint Technical Secretariats, Cergfydthority, Audit Authority etc.) and

through all the stages of the programme cycle (programming, tegdeontracting, monitoring,

evaluation, payments, audit and control). MIS-ETC main characteissthat it provides its users
with a single mechanism for assisting them in accomplishing their tasks.
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As a monitoring tool, MIS-ETC is the main provider of information ongpess regarding the
implementation, at both project and programme level, allowing monitorepmprts to be
automatically generated.

The MIS-ETC design follows three main principles: data aldily (data are directly available
following the request of an authorised user); data confidentialitya @ provided only to those
users authorised for accessing that specific piece of inf@maitilata integrity (data processing
should occur only by authorised users under authorized means). As foeanplementing the
three aforementioned principles the system supports multiple usegodsed into a number of
user groups/roles. In that way user permissions are easily adamd managed, and the access to
information can be thoroughly audited and logged in a flexible way.

In order to provide an effective management tool, the functional Innbtlee MIS-ETC is based on
a set of modules, which together reflect the broad range didoatties the System is designed to
perform, as follows:

- Programming, which allows the registration and the modificatioheftain information
on the operational programmes, broken down at lower levels by priority, measureiwtd ac

- Project Management (registration and the modification of the main information ootpyoje
including the contracts);

- Monitoring, which allows observing the progress in implementatiorll dé\eels, where
appropriate against targets previously set. It also allows atitathabottom-up aggregation
of the actual value of the core data which are registered at lower levetsSfdtem;

- Audit and Control, which registers the control and audit findings;
- Evaluation: allow the evaluation of the programme

- Funds Flow Management, which deals with payment request forea#Bigisi project
revenues, suspensions, payments and recoveries of funds.

Data related to the Programme will be introduced in MIS-ET@eatappropriate level, based on
clearly defined user rights profiles established in accordanitk the user's tasks and
responsibilities. The access to the system will be granteeldban user name/password assigned,
following a specific procedure.

MIS-ETC Coordinators’ network

At the level of the Managing Authorities, Certifying Authoritydit Authority and Joint Technical
Secretariat, MIS-ETC Coordinators have been/shall be designasponsible for collecting and
pipelining the needs of their institutions, concerning the improvenfetiteosystem and for up
keeping the integrity and uniformity of the procedures followedhénitplementation of Structural
Instruments.

Among the MIS-ETC Coordinators’ tasks and responsibilities, the following can itteomed:

- Acting as an interface between the Joint Managing Authority anks A@h the one hand,
and between the Joint Managing Authority and the Joint Technicedt8eat, on the other
hand, concerning MIS-ETC issues;

Collecting and disseminate information from and within the institution theysenpt;e
Being in-house trainers for users, including the new employees

Monitoring of IPA funds at project level
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The Turkish Operating Structure (including Implementing Agenaif) monitor the IPA funds at
project level, according to the indicators established in the pigiast contract. The IPA Financial
Lead Beneficiary will report to the Operating Structure (idotg Implementing Agency) on the use
of IPA funds. Nevertheless, every effort should be made to report onepsogcross the whole
programme. Since projects should, as far as possible, produce singlesgrogports covering the
use of ENPI and IPA funds, the JMA should receive all necesstmynation (from the project
Beneficiary and/or from the Turkish Operating Structure (incluthmgiementing Agency) in order
to report to the JIMC and to the EC on the entirety of the programme on a yealy basi

The annual work plan and the reports of Turkish designated Audit Authoayyahso be sent to
JMC.

Evaluation

An ex ante evaluation, interim evaluations and an ex-post evaluatidre gfrbgramme will be

carried out by EC, in order to improve quality, effectiveness andezfty of the programme. In
line with the ENPI CBC Strategy Paper, a mid-term evaluatitirbe carried out by the EC and its
results will be communicated to the JMA and the JMC. In addibdhé mid-term evaluation, the
EC may carry out an evaluation of the programme, or a part of it, at any moment.

The EC shall carry out an ex post evaluation, as part of the closure procedtiiespfmgramme, in

the year following the end of the implementation of all projects financedidprogramme.

Transitional measures

Transitional measures will apply, in the period between the adoptitregfrogramme by the EC
and the signature of the FA by partner countries, in order not to delay the stapgreanme and
to ensure the involvement of all partners. These measures inchidly the Meetings of the JMC
The JMC will meet within two months of the adoption of the programme by the EC. Reptess
of the partner-countries, which will not yet have signed the FA, baiinvited to participate as
members with full responsibilities and rights.

7.7 Use of TA budget

As soon as the programme is adopted by the EC, the TA budget masebeto launch the
programme. The TA budget will be approved by the JIMC at gsrfieeting. It will then be adopted
regularly, on a yearly basis, at subsequent meetings of the liM@dition, the JMA may set up a
JTS as soon as possible, on the basis of the budget and work plan agteedJl\C at its first
meeting.

Up to 10% of the annual IPA funds allocated to Turkey for the paation in the ENPI CBC Black
Sea Basin programme can be used for TA purposes, essentiatigvér the operational and
administrative costs of programme implementation. The FA to bdudet between the EC and
the Turkish Authorities will allow the Turkish Operating Structyrecluding Implementing
Agency) to establish an individual direct grant agreement for #mesfer of part of the IPA TA
funds to the JMA as a contribution to cover some operational and attatines costs (to be
specified in the direct grant agreement) related to Turkey’s paticn in the programme (e.g. JTS,
meetings of the JMC, SC, information and publicity, etc.). The irentapart of IPA TA funds
should be managed by the Turkish Operating Structure (includingrimepteng Agency) to cover
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the costs incurred by Turkey in the implementation of the pnogy@ on Turkish territory (e.g.
information campaigns, travel costs).

7.8 Call for proposals

As explained in section 7.1, the JMA, after prior approval from th€,JMll launch calls for
proposals. Nevertheless, the participating countries mayeadteo,approval from the EC, jointly
identify large-scale cross-border investment projectswhich will not be selected through calls
for proposals, but through procurement procedures as described in PRAG pidjests shall be
selected at a later stage by the JMC, provided that thegamsstent with the programme's
priorities and measures and that there are sufficient budgetagsnfer this purpos®. The
contractual procedures applicable to large-scale cross-border ienegirnjects will be compliant
with PRAG. Thelarge-scale cross-border investment project proposals shall pedédumented
and will undergo a full administrative, eligibility and quality assessment.

7.9 Use of languages

As the programme is by definition multinational, in order to fad# programme management and
to shorten procedures and in accordance with Article 8 of the &egulEC) No 951/2007, the
official language used in the programme is English.

> Art. 4 of Regulation (EC) No 951/2007
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PROVISIONAL INDICATIVE TIMETABLE

(Art. 4(i) of the Implementing Rules)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

e vy v e fivipepgm v fne g g v e e v pmqne e vy rpnngnv

Ref.to IR [Programme activities

Art. 12 JMC meetings

Launching of the calls for
proposals

Evaluation and selection o
projects

Operational and financial
monitoring of projects (b)

(a) According to Art. 43 of the IR, no call for teas or call for proposals may be launched aftef1212013

(b) According to Art. 43 of the IR, all activitie$ projects financed by the Programme shall en@1{2/2014 at the latest
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Indicative timetable for activities financed from Technical Assistnce component for 2008

Activity

Jan.

Feb.

Mar.

Apr.

May

June

July

August

Sept

Oct

Nov

Dec

JMC meetings

Programme launch
conference

JTS establishment

Launching of the calls for
proposals and project
evaluation & selection

Seminars for potential
beneficiaries

Seminars for the
Beneficiaries (Lead
partners)

Capacity building events
for the IMA, JTS and NIPS$

Information (Website,
publications, promotion
Materials, etc)

Information network

(promotion, publicity)
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