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1. INTRODUCTION

1.1. PURPOSE OF OPERATIONS MANUAL
1. This Project Operations Manual (POM) outlines operational guidelines and
procedures to be followed in implementing the Municipal Services Improvement
Project (MSIP or “the Project”), including the processes of identifying, preparing,
selecting, procuring, managing and monitoring the implementation of sub-projects,
technical assistance, and all other related Project activities. The Manual will be used
by staff of the MSIP Project Management Unit (MSIP PMU), municipalities,
contractors, engineers, environmental and social assessment consultants, and other
relevant institutions and bodies implementing the MSIP. All supporting documents,
forms, and templates required for the implementation of the components and
management activities are included in annexes to this POM, and form an integral part
of the Manual. The POM sets out the guidelines for:
 The financial management of allocated resources;
 The technical management, monitoring and evaluation of the components
activities;
 The procurement and contracting of required goods, works and services.

1.2. LEGAL FRAMEWORK
2. The guidelines and procedures laid out in the POM are part of the legal documents of
the MSIP with the terms and conditions set out in the Project Appraisal
Document/Project Papers (PAD/PPs) of the World Bank (or the “Bank”), Loan
Agreements between the Government of the Republic of Macedonia and the World
Bank for Municipal Services Improvement Project (7699MK) and Additional Financing
for Municipal Services Improvement Project (8158MK) and EU IPA Grant Agreement
between Government of the Republic of Macedonia and the World Bank (TF018812).
The guidelines and procedures are also in accordance with national policies, other
national laws, the Government Decision of the establishment of the Project
Coordination Committee and the Project Management Unit of the Municipal Services
Improvement project - MSIP, other statutory provisions, and regulations of the
Republic of Macedonia. Implementation of the MSIP will be carried out in
consultation with relevant government ministries and other concerned administrative
authorities.
3. The Operational Manual may only be modified in all or in part by a common
agreement between the Government of the Republic of Macedonia and the World
Bank. The operations conducted under the Project by any collaborator acting within
its limits are subject to the guidelines and procedures outlined in this Operational
Manual.
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1.3. CONFLICTS OF INTEREST
4. In accordance with the Manual, no member of the MSIP Coordination Committee
staff, the MSIP PMU staff, including (permanent, temporary) employees or
subcontractors will be allowed to possess a direct or indirect personal interest in:
 a sub-project financed or under preparation by the Project;
 a private enterprise selected for the implementation of a sub-project; or
 a contractor subcontracted for the provision of goods and services.
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2. PROJECT DESCRIPTION

2.1. PROJECT BACKGROUND
5. In FY07 the World Bank completed an Urban and Municipal Development Policy
Note, which identified a reform agenda in the areas of municipal financial
management, communal service enterprise performance, and urban planning and
land management. There is broad agreement within government and among the
international donor community on the main lines of this agenda, that establishing
strong and inclusive economic growth, diversifying economic activity, and tackling
poverty will require stronger performance from the cities and more effective municipal
management. Following decentralization, municipalities will need to greatly improve
their own revenue mobilization and management of expenditure, especially for
investment, as well as their accountability to the public. In many areas of
responsibility such as urban planning and land management, the municipalities are
still unfamiliar with market-based approaches, hampered by outmoded practices and
regulations and by incomplete modernization of land registration (subject of an
ongoing Bank operation). Both national and local authorities need continued
strengthening of capacity to understand and implement policy reforms, and to open
the processes of governance to public participation and scrutiny.
6. The need for reform is perhaps most widely recognized within the country in the
communal services sector. Almost all local public services (water, sewerage and
solid waste, public lighting, street cleaning and parks, marketplaces, cemeteries) are
provided through municipal-owned communal service enterprises (CSEs) – in most
cases, by a multipurpose entity. There are 65 CSEs in Macedonia providing service
to 84 municipalities (not counting the City of Skopje). Most of these services have
suffered pervasively from rigid tariff control, neglected maintenance, overemployment and poor financial management, leading to a vicious cycle of further
deterioration and lack of funding for new investments.

2.2. PROJECT DEVELOPMENT OBJECTIVE
7. The proposed project development objective is to improve transparency, financial
sustainability and delivery of targeted municipal services in the participating
municipalities. The project would focus on infrastructure and services under the
responsibility of participating municipalities and their communal service enterprises,
such as water supply, sanitation, and solid waste management; but may also include
other municipal functions such as urban transport, and other services under
municipal provision.
8. The broader development objective of the project would be to promote continued
strengthening of local self governance and help Republic of Macedonia meet its
requirements for EU accession.
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2.3. PROJECT COMPONENTS
9. The project would finance investments in basic local infrastructure and municipal
services; provide technical assistance (TA) to municipalities and CSEs; support
institutional reforms in municipalities through performance based investment grants
and strengthen development of the rural areas by providing IPA grants to the
municipalities. The project would also provide institutional support to central agencies
for policy and strategic analysis related to financial sustainability of the communal
services and relevant input and assistance in preparation of the future IPARD Rural
Infrastructure Programme. In addition, the project would cover operational costs
associated with project implementation and support project management. The five
components are described below in more detail. For a detailed description, see
Annex 2.1.
10. To become eligible for participation in MSIP loans, municipalities must meet the legal
requirements for borrowing under the Macedonian legislation, which includes that
municipalities must have been approved by the MoF for the second phase of
decentralization and fulfill the following basic eligibility criteria: (i) municipality has
established a stakeholder feedback mechanism – which could be done following the
advice and recommendations of ZELS; (ii) the municipality’s water/sanitation CSE
participates in the IBNET-supported benchmarking program implemented by ADKOM
and submitted a completed data-sheet for the preceding two fiscal years; and (iii) the
municipality and CSE have published their annual planned and actual budget and the
latest available internal and/or external audit results on their municipal and CSE
webpage. Sub-projects to be financed by sub-loans under component A, or by grants
under Component C, would need to meet sub-project eligibility conditions outlined in
this POM, chapter 3.3.1. The Sub-projects will be evaluated based on standard Bank
economic, financial, technical, environmental and social appraisal criteria, as
described in this POM, chapter 4.2.4. To qualify for Performance Based Investment
Grants under Component C, municipalities will have to present evidence of having
met at least four of seven reform objectives listed as performance criteria and further
outlined in chapter 3.3.2 (see eligibility for performance grants). Only municipalities
that are receiving sub-loans will be allowed to apply for the performance grants.
Regarding the eligibility for the component E of the MSIP project, the eligible
municipalities would be rural municipalities and urban municipalities with rural
settlements if such urban municipalities consider infrastructure investments in rural
settlements within their jurisdictions. According to the official list of rural areas and
rural settlements in the Republic of Macedonia (Official Gazette No.89/2011), out of
the total 80 municipalities in the Republic of Macedonia, 78 municipalities would be
eligible, of which 61 are rural and 17 are urban. Only municipalities Cair and Centar
will not be eligible, due to the fact that they do not have rural areas in their territory.
11. Component A (Municipal Investments): This component would provide loans to
municipalities that are eligible to borrow. Investments to be financed under this
component would be mainly for revenue-generating public services or other
investment projects with cost saving potential and of high priority to municipalities.
Though subprojects are not limited to certain sectors, it is expected that revenueearning investments would be primarily for services and infrastructure provided by
CSEs, while cost-saving projects could either be under CSEs or under the direct
provision of municipalities. To qualify under this component, subprojects would
therefore have to demonstrate either revenue earning or cost savings potential. It is
8

expected that subprojects will be considered by the PMU for funding on a rolling
basis; based on operational procedures outlined in this manual. However, there will
be a time limit on submissions of subprojects, set at one year before the project
closing date, to allow for full implementation of the subprojects. Municipalities and
CSEs will be assisted with project preparation activities, including review of feasibility
studies, preparation of detailed design and bidding documents as well as supervision
of construction activities. The consultancy services for these preparatory activities will
be provided to the municipalities and CSEs by the PMU and consultants it would hire
(see Component B), and are not part of the sub-loans.
12. Component B (Capacity Building and Institutional Reform): This component
would include consultancy services and technical assistance for the following:
(i) Provision of consultants’ services and training to the participating municipalities to
assist with sub-projects preparation and implementation,
(ii) Provision of consultants’ services and training to the participating municipalities
and their communal service enterprises to strengthen their capacity in service
provision, communications and public outreach activities and in meeting the
selection criteria for performance based investment grants under component C
of the project,
(iii) Institutional strengthening of the borrower’s national agencies through study of
policy issues and strategy development related to thematic areas such as the
transparency and financial sustainability of municipal services and the delivery of
targeted municipal services.
13. Component C (Performance-Based Investment Grants): This component provides
grants to municipalities as incentives and reward for implementing reform initiatives
to improve service delivery performance. Performance grants will be awarded
according to simple and objective criteria based on enforcing current Republic of
Macedonia legal and regulatory requirements currently in place in Republic of
Macedonia (see Chapter 3.3.2). Performance criteria are formulated as a menu for
municipalities to prioritize their own reform agenda. The performance grant can be
awarded any time up to one year before closure of the project, whenever the
measures are verifiably implemented. The grant award amount to an individual
municipality will be up to 20 percent of the investment sub-loan. The grant allocation
mechanism is defined as follows: (i) 20 percent performance grant to a municipality
extended less than EUR 0.2 million as sub-loan; (ii) 10 percent performance grant to
a municipality extended between EUR 0.2 million to EUR 0.8 million as sub-loan; (iii)
5 percent performance grant to a municipality extended more than EUR 0.8 million as
a sub-loan. The grants can be used for new investment of the type funded under
Component A, and in fact could be an extension of the original investment funded by
the sub-loan. The municipality would need to present a sub-project proposal to the
PMU that meets the same appraisal criteria as for Component A investments. The
Performance Grants would be subject to separate Grant Agreements under the terms
and conditions and in a format as specified in Annex 4.10.1.
14. Component D (Project Management, Monitoring and Evaluation): This
component would support project management unit (PMU) operation and assist with
project implementation and monitoring. The component will finance PMU incremental
operating costs incurred by performing its responsibility for overall project
management. Project management services will assist with project implementation in
municipalities and CSEs, provide guidance and support to local project entities, and
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ensure that the Bank fiduciary (procurement and financial management) and
safeguard guidelines (environment, social/land acquisition or other) are observed.
The PMU will be responsible for the quality and management of the procurement
process and appraisal of sub-projects that become eligible during project
implementation. The PMU will establish a project portal website as a central forum for
stakeholder dialogue and feedback; independent consultant(s) will be hired to
monitor and verify if municipalities’ have met the performance criteria to qualify for
the performance investment grant provided under Component C.
15. Component E: IPA-Rural Investment Window – US$ 27.14 million. This
component will finance investments that will contribute to sustainable and inclusive
economic, social and territorial development of the country and reducing regional
disparities through the development of physical capital in rural areas. The
Component E consists of three sub-components such as: i) Investment grants to
the municipalities for financing physical infrastructure that enable rural areas
improvements in water supply, sewage, roads, energy sources, public facilities or any
other municipal priorities. The physical infrastructure investments will improve quality
of life and working conditions in rural areas, will address disparities in levels of
development between urban and rural areas, will improve competitiveness of rural
areas; ii)Technical assistance in form of consulting services and training would be
available to the municipalities for preparation of the technical documentation, relevant
analysis and studies, etc. for the potential project, to ensure that all participating
municipalities are able to utilize funding opportunities provided by this component.
Hence, under this sub-component the support will be provided to the national
institutions in preparation of the projects for future IPARD Rural Infrastructure
Program; and iii) Operational costs that will cover all expenditures that MSIP project
incurs as a result of performing its normal operations for successful implementation
of the component E.
16. The lending instruments are specific investment loans in total amount of US$75
million. The IBRD Loans are Flexible Loans at 6-month LIBOR for EURO plus the
Variable Spread. The Municipal Services Improvement Project Loan is with 13 years
maturity and 5 years grace period, while the Additional Financing Municipal Services
Improvement Loan is with 18 years maturity and 5 years grace period, with level
repayment of principal (Annex 1.1: Loan Choices worksheet).
17. The borrower of the Bank funds will be the Republic of Macedonia, as represented by
the Ministry of Finance.
18. The Ministry of Finance will on-lend the funds to the participating municipalities
through sub-loan agreement on the same terms as the Bank loan, but the grace
period shall be up to three-years and the last repayment date of each Sub-loan shall
not exceed the last date of repayment of the Bank's Loan.
19. The first sub-loan agreement will be subject to Bank review and will serve as a model
for future agreements (see Annex 4.7).

2.4. PROJECT MONITORING KEY INDICATORS
20. See Monitoring in Chapter 7.2.1.
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2.5. PROJECT COSTS AND FINANCING PLAN
21. Overall project size is EUR 76.77 million (18.9+37.2+20.67) (US$102.14 million
equivalent), entirely provided by the World Bank. The closing date of the project is
March 31, 2019.
22. More details on project costs and financing plan are available in Annex 2.2.
US$ million

%

Component A

64.25

62.9

Component B

2.95

2.9

Component C

5.60

5.5

Component D

2.20

2.1

Component E

27.14

26.6

Total

102.14

100
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3. INSTITUTIONAL & ORGANIZATIONAL ARRANGEMENTS
23. This section describes the respective roles and responsibilities of the MSIP
stakeholders in the implementation of the Project.

3.1. PROJECT COORDINATION COMMITTEE
24. By decision 04-3745/1 dated 02.04.2015 (see Annex 3.1), the Ministry of Finance
(MoF) has established a multi-agency Coordination Committee to have oversight
over the project. The Coordination Committee consists of 11 members representing
the following 9 entities:
 the Ministry of Finance (Chairman plus two members);
 the Ministry of Transport and Communications;
 the Ministry of Environment and Spatial Planning;
 the Ministry of Local Self Government;
 the Ministry of Agriculture, Forestry and Water Economy;
 the Secretariat for European Affairs – SEA;
 the Association of Units of local- self government – ZELS;
 the Association of Communal Service Enterprises– ADKOM;
 the IPARD agency.
The committee will be assisted by the PMU Director or his/her representative and
provide a forum for information sharing and advice to the PMU on project
management. The main function of this committee is (i) to ensure good inter–agency
communications about project objectives, rules and implementation progress of the
project; (ii) to advise the PMU on sectoral or inter-ministerial issues that may affect
project-funded activities, such as those pertaining to water and sanitation policies
and investments; (iii) to reinforce transparency in the selection of municipalities and
sub-projects; (iv) to approve a List of eligible municipalities for Component E of the
Project and v) to propose a way to utilize IPA funds eventually left after the first call is
completed. The committee will be chaired by the Ministry of Finance. The committee
will meet quarterly and will receive summaries of the project progress reports
prepared by the PMU.
25. Each of the above mentioned ministries and institutions will nominate a
representative to the Committee. The designated members have full authority to take
decisions during the Committee meetings. World Bank and EU delegation
representatives associated with the project may attend the Coordination Committee
meetings as observers.
26. The Coordination Committee is responsible for:
 reviewing and approving changes and amendments to be introduced to this
Operations Manual, acceptable to the World Bank;
 reviewing terms and conditions of Sub-Loan agreement, Grant Agreements, IPA
Grant Agreements and other contractual MSIP documents;
12

 reviewing upon prior no-objection of the World Bank, the annual budget of the
PMU;
 reviewing semi-annual and annual project progress reports to be provided by the
PMU on project portfolio status, activities performed, annual budget execution,
MSIP financial situation, and/or other topics as may be requested.
 reviewing and approving a List of eligible municipalities for funding under the
component E, prepared by the PMU based on the received municipal
applications on the open Call for proposals.
27. The Coordination Committee meets whenever requested by one of its members, but
not less than once every three months.
28. The Coordination Committee is authorized to adopt decisions if at least half of the
members are present at the meeting. Each member of the Coordination Committee
has one vote. The Coordination Committee adopts decisions by a simple majority of
votes of the members present and voting at the meeting.
29. Minutes will be prepared and issued by the PMU Director within a period not
exceeding five (5) working days after the meeting, upon clearance by all Coordination
Committee members present at the meeting. All Coordination Committee members
attending a meeting will have the right to request the incorporation of his/her
individual opinion in the meeting minutes.

3.2. PROJECT MANAGEMENT UNIT
3.2.1. Staff of the PMU
30. A Project Management Unit (PMU) has been established at the Ministry of Finance,
by Decision 04-18070/1 of 23.04.2008 (see Annex 3.2). The PMU has been
adequately staffed with a multidisciplinary team, including:
 A Director (Public or Business Administration Specialist);
 A Financial Management Specialist;
 A Procurement Specialist;
 A Civil Engineer;
 Administrative assistant/translator.
31. This staffing will be sufficient for the first year of project implementation. Starting from
2010, the PMU will hire staff for the following additional positions:
 Financial Management Assistant;
 Procurement Assistant (works);
 A second Civil Engineer;
 An Administrative/operative assistant.
32. In addition, the PMU will operate with a pool of consultants for areas that need
specific expertise; particularly in social and economic analysis, environmental
protection, accounting, monitoring and evaluation, urban planning, local economic
13

development and other technical fields according to the sub-projects. Terms of
reference will be defined once the request for expertise arises.
33. Terms of reference for PMU Staff are attached as Annex 3.3, those for PMU key staff
as Annex 3.5.

3.2.2. Assignments of the PMU
34. The PMU operates under the guidance of the Coordination Committee as described
in section 3.1. The PMU has the full authority to manage and administer its program
under operating guidelines and procedures set out in this Operations Manual. The
PMU will recruit office staff and technical consultants on a competitive basis
according to qualifications and selection criteria set out in this POM and WB rules.
The PMU will enter into consultant services and civil works contracts, and will
manage the project’s financial accounts. The PMU’s organization, personnel
management procedures and rules are outlined in more detail in Annex 3.4.
35. The PMU will be responsible for all aspects of project implementation in line with the
requirements of the Borrower and the World Bank. In particular, the PMU will be
responsible for the quality and management of the procurement process. It will have
full responsibility for project financial management, and monitoring and evaluation of
the whole project.
36. The PMU promotes the project among municipalities, and will receive and evaluate
proposals for sub-projects in accordance with criteria agreed with the Bank as
described in paragraph 4.2.4.The PMU will also request Bank review and final noobjection of the sub-projects.
37. The PMU will be responsible for finalizing (i) sub-loan agreements between the MOF
and the borrowing municipality; and (ii) grant agreements between the MOF and the
eligible municipality. Due to the lack of capacity and knowledge of Bank procurement
procedures at the municipal level, the PMU will take the lead responsibility for quality
assurance and management of the procurement process. The PMU will liaise closely
with the Bank on all fiduciary and safeguard issues and on adhering to the legal
agreements.
38. The PMU will be responsible for monitoring and evaluation of the project, including
reporting to the Bank. Pre- and post-evaluations of the PDO indicators will be
undertaken to determine the impact of the project on the performance of participating
municipalities and CSEs. The PMU will be responsible for reviewing and approving
results indicators proposed by municipalities as suited to each sub-project (see
indicative list given in Annex 7.2), and submit them to the Bank for approval. The
PMU will also ensure that data for these indicators and on the technical and financial
situations of municipalities are being collected before and during project
implementation.
39. The monitoring and evaluation of project progress versus plans will be monitored in
semi-annual progress reports prepared by the PMU and provided to the Bank.
Progress reports will also outline the corrective actions needed to sustain or improve
progress. The PMU has to monitor the MSIP according the result framework of
Monitoring and Evaluation placed in Annex 7.1.
14

40. The director of the PMU shall have overall management responsibility for the daily
implementation of the project, ensuring environmental and social requirements and
liaison with other parts of the Government and with the World Bank. The director will
ensure appropriate and timely reporting, monitoring and evaluation. He/she will be
responsible for liaising with other government agencies to ensure the project
acquires all necessary permits and satisfies local regulations, and to coordinate with
related policies and programs of other ministries.

3.2.3. List of the tasks of the PMU
41. The PMU tasks can be summarized as follows:
 Promotion of MSIP among municipalities;
 Manage and administer MSIP implementation;
 Project financial management;
 Recruit and management of experts consultants;
 Quality assurance and management of the procurement process;
 Ensure compliance with environmental and social requirements;
 Ensure the sub-project acquire all necessary permits and satisfy all local
regulations;
 Monitoring and Evaluation:
• Monitoring and evaluation of MSIP;
• Monitoring and evaluation of the impact of the project on municipalities’ and
CSEs’ performance;
• Ensure regular monitoring and evaluation of sub-projects outcomes;
• Review and approval of proposed sub-project indicators, with no-objection from
the Bank;
• Ensure timely collection of data for these indicators.
 Take the necessary corrective actions needed to sustain or improve progress;
 Coordination with all relevant stakeholders at local and national level;


Reporting to the World Bank (notably semi-annual report and mid-term review).

3.2.4. Environmental consultant
42. The PMU will engage environmental consultant whose tasks will be for every subproject to:
 Prepare Environmental checklist for sub-project;
 Prepare and involve Environmental Mitigation Plan in the Feasibility study and
detailed design studies, in accordance with Environmental Assessment and
Framework Document;
 Develop Environmental Monitoring Plans for every sub-project, in accordance
with Environmental Assessment and Framework Document;
15

 Control implementation of the Environment Mitigation Plans and Environment
Monitoring Plans during implementation of works in the municipalities;
 Prepare Environmental Monitoring Reports including Project Progress reports for
each ongoing sub-project, in accordance with PAD and POM (Annex 4.6.2);
 Participate in regular supervision missions.

3.3. MUNICIPALITIES AND CSES
3.3.1. Eligibility of Municipalities and sub-projects
43. To become eligible for participation in MSIP, municipalities must have been approved
1
by MoF for the second phase of decentralization , as the first condition. To qualify for
investment funding under Component A, a municipality must meet the legal
requirements for borrowing under the Macedonian legislation. In the interest of
promoting basic transparency and accountability municipalities must meet basic
criteria to become eligible to access funding under MSIP, as follows:
 IBNET data submission. The municipal-owned water and sanitation CSE has
submitted a completed data-sheet for the preceding two fiscal years to the IBNET
supported benchmarking program implemented by the Association of Municipal
Communal Enterprises (ADKOM). The data-sheet would need to be included in
the application form submitted to the PMU and the Bank;
 Published annual budget and audit reports. The municipality and CSE have
published their (i) annual planned and actual budget, and (ii) latest available
internal and/or external audit results on their municipal and CSE websites;
 Municipality has established a stakeholder feedback mechanism (e.g. municipal
website, citizen relations centre and/or feedback drop box).
Sub-projects proposed by these Municipalities to be financed by sub-loans under
Component A, or by grants under Component C, would need to meet the following
conditions:
 The proposed sub-project would generate revenues and/or cost savings in the
delivery of essential municipal services;
 The proposed sub-project has been approved by the municipal council; and
 The proposed sub-project meets the standard Bank technical, financial,
economic, social and environmental criteria as specified in paragraph 4.2.4.
44. In order to receive performance grants under Component C, municipalities will have
to present evidence of having met further performance criteria as described below.
Only municipalities that are receiving sub-loans will be eligible to apply for the
performance grants.

1

Municipalities are individually approved by MOF for the second phase of decentralization when they meet the following
conditions: resolution of previous debt arrears; have hired staff for financial management; show good financial results
for at least 24 months; and have no new arrears to suppliers exceeding ordinary terms of payments.
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3.3.2. Eligibility for performance grants
45. Municipalities can choose from a menu of seven performance criteria in line with their
own reform agenda. Municipalities that meet at least four of the seven criteria
become eligible for performance grants under Component C of the project, and
would be awarded an amount equivalent to up to 20 percent of the overall subproject cost. The requirements to be met under each of the following performance
criteria are explained in more detail below. They can be classified as:
 Performance measures that the Municipality undertakes itself: (i) Municipal local
revenues have increased by a minimum percentage rate over a three year
period, with 2009 as the base year2.
 Performance measures that the Municipality and CSE undertake together: (i)
Municipality and CSE have signed a service level agreement on
water/wastewater services that defines the rights and obligations of each party;
(ii) Municipality and CSE regularly update their websites (iii) Municipal council
has approved a time-bound program to raise CSE tariffs towards cost recovery
and has passed the first increase within the previous two years.
 Performance measures that the CSE undertakes itself (although with general
support of the municipal council, which approves its budget): (i) CSE has
introduced separate cost accounting centers for its activities; (ii) CSE has
introduced a non-revenue water reduction program and started implementation;
(iii) CSE implements plan to prepare an asset inventory.
46. Municipalities and CSEs can adopt any of the above measures in any order. The
performance grant will be awarded when at least four of the seven criteria have been
achieved as certified by an independent performance investment grant verification
consultant hired by the PMU, until the final year of the MSIP. To the greatest extent
possible, documentation will be based on the template developed and included in the
Grant Agreement (see Annex 4.10.1).

a) Criterion 1: Increase in local revenues
47. Local revenues include taxes and fees collected by the municipality as defined in the
law on financing of the units of local self government (2004), including tax on income,
property, inheritance and gift, transfer of real-estate and rights, business signage
fees, road usage and vehicle registration, use of public lighting, construction permit
fees, entrepreneurial and property income, administrative fees, and fees for services.
The data source would be the municipalities’ end-of-year financial report submitted to
the ministry of finance. The minimum total percentage increase required during 201012, taking December 31, 2009 as the base, would vary by municipal category:
- Municipalities with a population of more than 50,000 inhabitants: increase of at least
10 percent in per capita local revenues;
- Municipalities with a population between 20,000 and 50,000 inhabitants: increase of
at least 7 percent in per capita local revenues;

2

2007 will be the base year applied for sub-loans signed before additional financing effectiveness day.
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- Municipalities with a population of less than 20,000 inhabitants: increase of at least
5 percent in per capita local revenues.

b) Criterion 2: Service level agreement
48. The municipality will sign a legal agreement with its CSE that specifies roles, rights,
responsibilities, and obligations for each party regarding the services provided by the
CSE on behalf of the municipality. The agreement will be made publicly available at
the CSE, the municipality, and by mail to CSE customers, and will specify minimum
customer rights and CSE responsibilities. The agreement will specify: (a) the CSE
service area covered; (b) minimum service quality measures; (c) CSE planning,
budgeting, reporting, and auditing requirements; (d) financial and technical
performance targets; (e) governance structure; (f) municipality tariff calculation
methodology and annual review procedure; (g) customer complaint and appeals
procedures, and public monitoring and accountability mechanisms. The PMU will
assist by providing sample contracts.

c) Criterion 3: Regularly updated municipal and CSE websites3
49. The municipality and CSE do maintain and regularly update a publicly accessible
website with the following minimum information: (i) an overview or organizational
chart with key departments and units, including contact information such as name,
email and telephone number for key municipal services such as urbanism (including
construction permits), communal services (water supply, sanitation, solid waste
management, etc.), social issues (education, kindergarten, elderly care), financial
issues (taxes and fees) and other relevant services; (ii) an established procedure for
complaints from citizens and a mechanism to monitor the type of complaint and time
of response by the municipality/ CSE; (iii) a list of approved Detailed Urban
Development Plans and calendar for their scheduled adoption and/ or updates; (iv) a
detailed list with dates of planned municipal infrastructure and service projects,
including rehabilitation and maintenance; (v) a service plan with the frequency and
specific timing of regularly provided services such as garbage collection and street
cleaning; and (vi) an overview of the fee and tariff structure for each of the services
provided by the municipality/ CSE.

d) Criterion 4: CSE tariff adjustment program
50. The municipal council, which is legally responsible for approving tariff proposals
formulated by the CSE, will have: (a) approved a time-bound program to increase
CSE tariffs towards cost recovery, defined as costs of operation, maintenance, and
debt service; and (b) passed the first tariff increase within the previous two years
from the time of grant application.

3

For sub-loans signed prior Additional Financing effectiveness this criterion refers to published audits and states:
“Municipality and CSE publish internal and external audit results on their web page or other publicly accessible
medium”.
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e) Criterion 5: Separate cost center accounting
51. The CSE will have established separate cost accounts for each service provided or
activity undertaken, to enable the calculation of unit costs for each product or service.
The CSE would apply cost accounting software comparable to the software that was
implemented with the GTZ support in ten municipalities.

f) Criterion 6: Implementation of a non-revenue water reduction
program
52. The CSE would need to (a) present a feasible non-revenue water reduction program
to reduce non-revenue water within the next three years; and (b) provide evidence of
a working source meter, the first step of implementing a non-revenue water program.
Other minimum requirements include a detailed network screening plan, and a
customer connection survey that detects all existing and working connections.
53. Given that the requirements for a feasible non-revenue water reduction program to a
great extend depend on the individual situation of each CSE, the independent
monitoring consultant hired by the PMU would have to qualify “feasibility” of the nonrevenue water reduction program during the first year of implementation. Additional
details are spelled out in Annex 3.6). No objection from the Bank will be required.

g) Criterion 7: CSE assets inventory
54. The CSE would need to present a completed inventory of assets owned and/or used
by the CSE. The inventory must be suitable to serve as the basis to assess the
physical condition of the water supply system as well as the current and replacement
value of assets (although meeting this condition does not require full asset valuation).

3.3.3. Role of Municipalities and CSEs
55. Municipalities as the sub-borrowers/grant recipient from MoF will have lead
responsibility for preparing, implementing and supervising the sub-projects. They will
be supported by the PMU.
56. Technical teams in the municipalities will be responsible for preparation of the subprojects from their identification through preparation of the technical documentation
to final execution of the contractual obligations with the contractors. During the
preparation of the technical designs and project appraisal documents for the subprojects as well as for the execution of the signed contracts, they will be supported by
the PMU and specialists available to the PMU.
57. The evaluation of the bids will be guided by the procurement specialists from the
PMU and carried out by the municipal evaluation committee. Contracts will be signed
by the authorized member of the municipality and selected contractor.
58. The Municipalities eligible to borrow have the following responsibilities:
 Identification and preparation of sub-projects;
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 Approval by the municipal Council of the sub-project and of the Decision to
participate in the Project;
 Preparation, with support of Consultants, of sub-project feasibility studies,
including technical preliminary design, financial and cost-benefit analysis, social
and environmental assessments, to the satisfaction of the PMU;
 Works supervision, preferably outsourced to Consultants;
 Checking and approval of contractor and supplier invoices, to be conveyed to the
PMU;
 Managing contracts for goods and services under the sub-loan;
 Submission of monthly reports to the PMU as described in section 6.
59. Communal Services Enterprises related to the municipality are obliged to :
 Support the Municipality in identification and preparation of sub-projects in their
area of responsibility;
 Draw up all technical and financial operation and maintenance data required for
the sub-project preparation in their area of responsibility;
 Cooperate with the Contractor to facilitate the implementation of works.

3.4. WORLD BANK
60. The World Bank is responsible for overall supervision of the Project. In addition to its
role in the procurement process, responsibilities in project implementation include the
review and formal approval of:
 The sub-loan agreement between the Ministry of Finance and a Municipality;
 The sub-grant agreement between the Ministry of Finance and a Municipality;
 The IPA grant agreement between Ministry of finance and a Municipality;
 The project audits;
 The project budget;
 The monitoring and evaluation program;
 Environmental and social safeguards implementation.
Chart: Project institutional arrangements and relations between stakeholders
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4. PROJECT IMPLEMENTATION AND PROCUREMENT
PLAN

4.1. PROJECT IMPLEMENTATION TIME SCHEDULE
Table 4.1: Time schedule

4.2. SUB-PROJECT CYCLE
61. As presented in the table and in the flow chart below, the sub-project cycle includes
several phases:
 Targeting and Communication;
 Submission of sub-project proposal to the PMU and delivery of evidence of
meeting the basic eligibility criteria to participate in MSIP;
 Sub-project preparation;
 Sub-project appraisal (including submission of documents to the WB for review
and approval);
 Positive opinion from the MoF on borrowing;
 Signing of Sub-loan agreement;
 Sub-project implementation and supervision;
 Signing of Sub-grant agreement (if applicable);
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 Monitoring and Evaluation.
Funds are not considered allocated until sub-project approval has been given by the
World Bank.
62. The responsibilities for the different activities within specific phases of the sub-project
cycle together with the description of the activities are presented in the following
table. The responsibilities lie respectively at different participants in the cycle (PMU,
Municipality, Project Coordination Committee, MoF).
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Diagram 4.2: Flow of activities
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Table 4.2: Description of activities and responsibilities

4.2.1. Targeting and Communication
63. Communication with all municipalities in the second stage of fiscal decentralization is
the first step to establish a process of dissemination of information about the project
specifics, conditions for participation, procedures and documents templates. It is
carried out by the PMU.
64. The promotion may be conducted through different mechanisms:
 web page of the Ministry of Finance;
 communication with ZELS;
 direct communication with municipalities and CSEs;
 adds in national newspapers.

4.2.2. Sub-project preparation
65. In most cases, the sub-project would be prepared by independent consultants under
the responsibility of the municipality. The guidelines as outlines in Annex 4.1
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establish the procedure to be followed for feasibility studies, including all necessary
information for realization of sub-projects.
66. The sub-projects would be mainly for revenue-generating public services and other
investment projects of high priority to municipalities and with cost saving potential.
Though sub-projects are not limited to certain sectors, it is expected that revenueearning investments would be primarily for services and infrastructure provided by
CSEs, while cost-saving projects could either be under CSEs or under the direct
provision of municipalities. To qualify, sub-projects have to demonstrate either
revenue earning or cost savings potential. Sub-projects to be included in MSIP are
mainly, but not limited to infrastructure projects such as water supply, distribution and
treatment, wastewater collection and treatment, solid waste collection and treatment,
street lighting and cleaning, parks, and markets creation or rehabilitation.
67. The feasibility studies to be prepared would have to be adapted to the corresponding
sub-projects, but will have to follow a core structure that includes:
 Project Description;
 Social Assessment;
 Environmental Assessment;
 Technical solution;
 Financial and Cost-Benefit Analysis;
 Risk Analysis.

a) Project Description
68. The report has to describe:
 the place (e.g. municipality) affected by the project, from geographical,
sociological, economical, etc. points of view;
 the current situation and the problems to be solved;
 the goals of the project;
 the main features of the planned solution.

b) Social Assessment
69. Social analysis can help design and implement a project-specific social development
strategy to achieve one or more of social development outcomes.
70. Social analysis does so by:
 examining the social opportunities, constraints and likely impacts relevant to the
project;
 assessing the role of beneficiaries in project design and implementation;
 helping to explicitly identify and monitor the project’s expected social
development outcomes and social risks.
71. These outcomes are achieved by measures that:
26

 increase access of the poor to markets and public services;
 increase the social and economic assets and the capabilities of the people,
especially the vulnerable and the poor;
 mitigate adverse impacts and address social tensions and conflict;
 increase the accountability of public institutions to citizens.
72. The summary of a typical social assessment is given in Annex 4.2.

c) Environmental Assessment
73. Environmental Assessments to be undertaken during sub-project preparation will
follow the guidelines outlined in the Environmental Assessment and Management
Framework (EAMF) that has been prepared for MSIP in accordance with the Bank’s
Operational Policy 4.1.
74. The EAMF Report presents an overview of the legal framework of environmental and
local-self government sectors in Macedonia; procedures for environmental
assessment for the project development required under national legislation;
procedures for environmental assessment for project development under World Bank
procedures, and analysis of potential environmental impacts caused by sub-projects
during implementation of different types of activities.
75. The Report lists potential negative environmental impacts for each type of project
activities and provides lists of environmental mitigation and monitoring activities in
order to mitigate and neutralize the relevant impacts.

d) Technical Solution
76. This part depends mostly on the quality of the sub-project’s detailed design. It will
include:
 Detailed description of technical aspects of the project;
 Analysis of this technical solution, its evaluation, including possible alternatives,
and the potential amendments;
 Quantification of the expected benefits of the project;
 Discussion of the general quality of the detailed design;
 Eventual studies to correct or complement the design;
 Discussion on the relevancy of the assumptions that have been made and their
impact on the technical success of the project;
 Recommendations for necessary changes in the project design.

e) Financial and Cost-Benefit Analysis
77. Unlike the traditional financial feasibility, which concentrates on the profitability of the
project, this approach tries to measure the broader impact of the project on the
community through the identification and quantification of all its impacts.
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78. An analysis has to be prepared which considers the alternatives available,
incorporating detailed evaluation of the costs and benefits of each alternative
identified during the alternatives analysis. The analysis includes costs of current and
projected operations as a baseline for (1) determining which alternative to select, and
(2) measuring costs and benefits of the implemented and operational system over
time.
79. The procedure of cost-benefit analysis involves three steps:
 identification of the relevant costs and benefits;
 quantification of the identified costs and benefits, and
 valuation of the costs and benefits.

(1)

Identification
80. The cost-benefit analysis is based on the financial appraisal, but it is extended with
the inclusion of the relevant and exclusion of the irrelevant items. In CBA, costs of
the project are all those items that represent usage of various resources, but also all
the negative external impacts of the project which have not been accounted for in the
financial appraisal. By analogy, benefits are all the positive project impacts.
81. In all sub-projects, some additional impacts of the project that have to be identified
that were not included in the financial appraisal (health impacts, secure water
supply).

(2)

Quantification
82. The next step is the quantification (measurement) of the relevant costs and benefits.
The quantities estimated in the financial appraisal are relevant. However, some of the
broader impacts (health impacts) are not quantified yet. In order to include them in
monetary terms, it is necessary to quantify them in this stage, if possible. For nonmeasurable impacts, specific techniques have been developed (Annex 4.1), the
application of which requires more time.

(3)

Valuation
83. Where possible, the items need to be measured and valued using economic values
(accounting prices). The items previously valued at market prices will be revalued
using their economic values if this is considered important.
84. The accounting prices (shadow prices) reflect the true economic value of a good. For
fully marketable goods, this value is equal to the market price. But, for the resources
with controlled prices (electricity, labor, etc.) their respective economic values need
to be determined.

f) Risk Analysis
85. They can be divided into two parts:
28

 Technical and implementation risks factors,
 Financial and cost-benefit analysis risk factors.

4.2.3. Sub-project Evaluation and Appraisal
86. The MSIP PMU undertakes an appraisal process of the sub-project presented by the
Applicant (technical, financial, environmental, social issues) as well as the degree of
actual local ownership of the assets involved in the project. Forms and templates to
be used for Appraisal (Desk appraisal, Field appraisal and Final Appraisal report) are
available in Annex 4.4. This assessment has to include:
 A preliminary examination of the proposal in the office and a determination of
information to be requested from the site visit;
 A site visit to verify the sub-project selection, the existing information on file and
gather complementary data needed for the Assessment report;
 Public meetings with the municipality and CSE, or other relevant institutions to
discuss sub-project design, implementation, financial contribution and
maintenance issues; and
 Interviews, surveys and focus group discussions, where possible and
appropriate, with potential direct beneficiaries and/or their representatives to
verify need and indicators for monitoring.
87. Output of the sub-project appraisal will be an appraisal report. Based on the
meetings, studies and other inquiries, the MSIP PMU must complete the sub-project
final appraisal report, which will:
 Assess whether the sub-project proposal meets all appraisal criteria;
 Recommend any change to the proposal so that it will meet the appraisal criteria;
 Examine whether the proposed sub-project is in accordance with the general
requirements of the Operations Manual;
 Assess whether the local government can provide the requested contribution
(specify) and collect the necessary funds for the future operation and
maintenance;
 Verify social and environmental impact and mitigation measures, as well as
compliance with resettlement policy framework; and
 Assess whether the sub-project’s feasibility study answers favorably to all
necessary criteria.

a) Technical Appraisal
88. The technical appraisal includes the following:
 Validation of the consistency between the targets of the sub-project and the
proposed solution;
 Validation of the technical and cost relevance of the proposed technology ;
 Proposition of alternative solutions and further investigations if necessary:
 If multiple sub-projects are proposed, verification of linkage and synergy created;
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 Identification of indicators for monitoring and evaluation (e.g.: ex-ante situation);
 Review of current resources available (financial, material and personnel);
 Review of goods requested (justification and costs);
 Projections of benefits;
 Assessment of sustainability plan;
 Identification of any relationship, timing and synergy between the proposed
project and other possible infrastructure (micro-)project in the same
community;
 Possibility for replication and/or expansion;
 Availability of legal permits if necessary.

b) Social Appraisal
89. The PMU has to review the Social Assessment study carried out by the Municipality
during project preparation. As part of MSIP preparation, extensive surveys were
undertaken with the general population and focused interviews were conducted with
special groups and official stakeholders from the municipalities and CSEs. The
required results are summarized in Annex 4.2.
90. The social and procedural evaluation carried out by the PMU includes the following:
 Review of the social assessment carried out by the Municipality;
 Review of needs to be addressed and the number of potential beneficiaries;
 Assess whether the proposed activities will address the priority needs of intended
beneficiaries;
 Assess possible negative impacts;
 Evaluate possible social mitigation measures planned;
 Assessment of ownership by the municipality and representatives of intended
beneficiaries;
 Review of records of all consultations and meetings held with stakeholders.

c) Environmental Appraisal
91. All sub-projects implemented by MSIP PMU have to be in compliance with local and
national environmental rules and regulations, as well as with environmental policy of
the World Bank. The PMU will ensure that an environmental assessment (EA) was
carried out during the sub-project preparation, in line with the procedures outlined in
the Environmental Assessment and Management Framework (EAMF). Furthermore,
it will ensure that environmental monitoring as required will be carried out during subproject implementation.
92. Municipalities must obtain all necessary permits and clearances from the institutions
before final approval by the MSIP PMU of any project proposal. During project
implementation, follow-up engineers will monitor the quality of works, including
environmental standards.
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93. Project screening for each sub-project has to be undertaken by an environmental
consultant hired by the PMU who must complete the screening checklist (attached as
Annex 4.6.1) and submit it for PMU endorsement and approval. The preparation of
the environmental screening and categorization is compulsory for sub-loan
agreement and grant agreement.

d) Resettlement Policy
94. The PMU has to verify that the sub-project presented by the municipality is in
compliance with the Resettlement Policy Framework attached in Annex 4.8. All
necessary palliative measures to the land acquisition issues encountered must have
been taken, in accordance with this framework.

e) Financial appraisal
95. The financial sub-project analysis by the PMU includes the following:
 Review of financial viability;
 Review of the Cost-Benefit analysis;
 Assessment of efficiency and suitability of resources;
 Estimation of the capacity to effectively utilize the resources.
96. At minimum, the following qualification procedures and financial principles will apply
for selection of sub-projects:
 Ascertain that the sub-projects will be revenue earning or cost saving;
 Investments need to be justified based on financial and economic net present
value, or cost-effectiveness approach.
97. Review of CSEs accounts: In case the CSE of a given municipality is involved in a
sub-project presented to MSIP, the PMU has to review its accounts, especially those
in relation with the sub-project (in case of separate accounting). It must be carried out
on the three previous years.
98. In general, it is a way of assessing the financial viability of the CSE, its institutional
development and the way the project will beneficially (and detrimentally) impact it,
especially whether the CSE will have the necessary funds for future operation and
maintenance. For example, for water projects it might be a mean to estimate the
price the water should be sold for the CSE to attain balance of budget.
99. All sub-project proposals will have to explain and justify the proposed investment in
the context of the municipal development strategy and investment plan. The following
minimum information will be required as a basis for appraisal of such sub-projects,
including:
Sub-projects supporting schools and/or kindergartens beyond rehabilitation with
cost-savings potential:
(i) Assessment of local and regional needs in primary education;
(ii) Existing school infrastructure and system in place;
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(iii) Population and demographic growth by area/ municipal district, including growth
projections in the short-, medium- and long-term;
(iv) Assessment of alternatives, including and not limited to: rehabilitation of existing
buildings, transfer to other neighboring schools, regional consolidation;
(v) Assessment of other funding sources, in particular grants or interest free donor
funds;
(vi) Detailed cost calculation, including operation, maintenance, and capital renewal
cost of selected option and considered alternatives.
Sub-projects supporting the development of industrial/ economic development
zones:
(i) Summary of existing urban planning and local development documents outlining
strategy, implementation and monitoring plan (including Detailed Urban Plans,
DUPs);
(ii) Assessment of considered alternatives, including existing inner-city areas, such
as “brownfields” and/ or other under-used urban land;
(iii) Municipal development projections, competitiveness analysis and local
economic trends;
(iv) Spatial development plan and demographic growth projections.

4.2.4. Approval from the MoF (and borrowing capacity)
100. Each municipality has to fill the necessary documents according to the general
guidelines provided by the Ministry of Finance as presented in Annex 4.3 and submit
the request to the Ministry of Finance – Department for Public Debt.
101. The request specifies in short the characteristics of the sub-project, and the
necessary financial information according to the guidelines:
 The name of applicant and the sub-project title;
 Description of the investment, amount of the investment, expected results,
implementation period;
 Short technical report and assessment of the technical documentation;
 Cost estimation (necessary material, labor, equipment, services, and overheads
etc. (based on an acceptable market value);
 Implementation and possibilities for implementation in phases;
 Evaluation of benefits: for the municipality, economic, financial, social, Cost
benefit analysis;
 Decision from the Council of the Municipality.

4.2.5. Sub-loan agreement
102. The on-lending agreement between the Ministry of Finance and the Municipality is
prepared by the MoF and finalized by the PMU (template of the agreement is
enclosed as Annex 4.7).
103. The Agreement includes the following information and documentation:
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 Identity and contact information of the representatives of the applicant and of the
contractors (if applicable);
 Total sub-project budget expressed in MKD;
 Terms and conditions of the sub-loan;
 The disbursement schedule, bank coordinates, signatories;
 Description of objectives, duties, liabilities and responsibilities of all parties;
 Duration, with schedule of works, bill of quantities and payment schedule;
 Performance measures clauses (for grant scheme);
 Specifications and necessary technical drawings;
 TOR for local supervisor if applicable;
 And other supporting documents.

4.2.6. Sub-project implementation and supervision
a) Procurement
104. Please refer to Chapter 4.3 below.

b) Implementation
105. Municipalities shall carry out its sub-projects with due diligence, efficiently, and in
accordance with sound technical, economic, financial, managerial, environmental
and social standards and practices satisfactory to the Bank. At all times
municipalities will maintain policies and procedures adequate to enable it to (i)
monitor and evaluate sub-project implementation; and (ii) maintain a financial
management system and prepare financial statements in accordance with
consistently applied accounting standards acceptable to the PMU, MoF and the
World Bank. The financial statements will be maintained in a manner adequate to
reflect the operations, resources and expenditures related to the sub-project; and to
be audited at the MoF or the Bank’s request.
106. The Municipalities shall also enable the PMU, MoF and the Bank to monitor the
sub-projects, its operation and any relevant records and documents; and prepare and
furnish to the PMU, MoF or the Bank all such information as reasonably requested
relating to the sub-project.

c) Supervision
107. Supervision of sub-project implementation will be performed by an independent
consultant hired by the Municipality.
108. The Supervisor will provide supervisory services in the technical and financial
control of the works; check the performance of the Contractor and verify that the
execution of the project is in accordance with the contract documents as well as the
World Bank’s Guidelines.
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109. During the construction phase, the Supervisor will carry out all the necessary
inspections and testing of materials and of manufactured products in order to insure
the compliance with accepted standards and practices. The materials should be
checked before incorporation and their relevant quality has to be specified in the
Technical Specifications of the contract’s documents and approved by the Supervisor
before the beginning of the works.
110. The Supervisor will instruct the contractor for the site testing, including in the
supervision’s and verification’s phases of such a test.
111. The Supervisor will take care of reducing as much as possible the project
expenditures and request the Contractors to take appropriate measures in view of
improving the work’s progress.
112. The Supervisor will prepare monthly progress reports including the monitoring of the
works still to be executed and reviews of the project’s expenditures for end cost
estimate. These reports have to be submitted to the Municipality and to the PMU.
113. The Supervisor shall determine the actual quantities of the works executed by the
Contractor, and this shall be paid for in accordance with the provisions of the
Contract. The Interim payments have to be approved by the Supervisor, the
Municipality and the PMU.

d) Payment
114. The payment process is described in Chapter 5.

4.2.7. Performance Grant Agreements
115. As stated in Chapter 3.3.2, municipalities can apply for the performance grant when
they fulfill four of seven performance criteria chosen in line with their own reform
agenda. Municipalities that meet at least four of the seven criteria would be awarded
an amount equivalent to 5, 10, or 20 percent of the sub-loan amount. The procedures
and steps are given in the Annex 4.10.2. If the municipality implements a number of
different sub-projects, the grant amount will be calculated based on the total amount
of all sub-loan agreements signed with the municipality. Performance grants will be
awarded by the principle “first come, first served”, as the total amount of grant
funding available is limited.

4.2.8. Monitoring and Evaluation
116. Monitoring will include:
 Overall MSIP monitoring;
 Sub-project monitoring;
 Performance criteria monitoring.
117. Further details are described in Chapter 7.

34

4.3. PROCUREMENT
a) Guidelines
118. Procurement of all civil works, goods and services to be financed by the Bank will
be procured in accordance with the "Guidelines for Procurement under IBRD Loans
and IDA Credits" published by the Bank in May 2004 and revised in October 2006.
Procurement of consulting services under the project will follow the "Guidelines for
Selection and Employment of Consultants by World Bank Borrowers" published in
May 2004 and revised in October 2006.
For the procurement financed under the additional financing the following guidelines
apply:
 For selection of consultants: “Guidelines, Selection and Employment under IBRD
Loans and IDA Credits & Grants” by World Bank Borrowers, January 2011;
 For procurement of eligible goods, civil works and non-consulting services:
“Guidelines, Procurement of Goods, Works, and Non-Consulting Services, under
IBRD and IDA Credits & Grants” by World Bank Borrowers, January 2011.
For the procurement financed under the EU IPA funding the following guidelines, apply:
 For selection of consultants: “Guidelines, Selection and Employment under IBRD
Loans and IDA Credits & Grants” by World Bank Borrowers, January 2011;
 For procurement of eligible goods, civil works and non-consulting services:
“Guidelines, Procurement of Goods, Works, and Non-Consulting Services, under
IBRD and IDA Credits & Grants” by World Bank Borrowers, January 2011.
Specifically an updated separate Procurement Plan shall be submitted to the
Bank for review and approval. The Procurement Plan shall be finalized after the
announcement of call of proposals and the official requests submitted by
interested municipalities. The Procurement Plan shall set forth those contracts,
which shall be subject to the Bank’s Prior Review. All other contracts shall be
subject to Post Review by the Bank. Depending on the level of difficulty during
the procurement process implementation upon request by MSIP PIU designated
contracts may be changed from Prior Review to Post Review,
 The procurement documents to be used are the standard Request for Proposals
revised in May 2010, and the Bank Standard Bidding Documents revised in 2010
and any other approved by the Bank for this project.

b) Notification of Business Opportunity
119. In accordance with paragraph 2.5 of the Guidelines: Selection and Employment of
Consultants by World Bank Borrowers and paragraph 2.7 of the Guidelines:
Procurement under IBRD Loans and IDA Credits, World Bank borrowers must
advertise consulting/bidding opportunities:
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• A General Procurement Notice (GPN) will be published in the United Nation
Development Business (UNDB) online for any Bank-financed project that includes
procurement of goods, works, non-consulting services on the basis of International
Competitive Bidding (ICB) or large value consulting contracts (above US$
100,000);
• For procurement under ICB procedures, a Specific Procurement Notice (SPN) or
Invitation for Bids (IFB) must be published in UNDB online, in at least one
newspaper of national circulation in the country of the project or and in the official
gazette (if any) or an electronic portal with free access. SPNs should also be
transmitted to those who responded to the GPN;
• Requests for Expressions of Interest (EOI) must be published in the national
gazette or a national newspaper or an electronic portal with free access. EOIs for
contracts expected to cost more than US$ 100,000 must be advertised in UNDB
online.

c) Procurement Management
120. PMU will carry out the procurement under the sub-projects and performance
investment grants on behalf of the Municipalities with their participation in all stages
of the procurement process. Municipalities will be in charge of the preparation of the
sub-projects, designs, technical specifications and other documentation, as needed,
and will be in charge of the supervision of the contract implementation and
acceptance of the deliverables. The contracts under the sub-projects will be signed
by the Municipalities and the respective awarded contractors, suppliers and
consultants. The Contracts under the performance Grants will be signed by the
municipalities and the respective awarded contractors. Municipalities will receive
adequate consulting services and technical assistance under project Component B
for sub-projects’ and performance investment grants’ preparation and implementation
including: feasibility studies; financial, environmental and social assessments;
preparation of detailed designs; contract supervision, as needed. The PMU will
establish close cooperation and good interaction with the Municipalities in all phases
of the sub-project and/or grant execution. The roles and responsibilities of each party
during the project implementation will be clearly defined in sub-loan agreements or
grant agreements signed by the MOF and the Municipalities.

4.3.1. Procurement of Works
121. Works will be procured as follows:
Works procured under this Project would include rehabilitation, reconstruction and or
construction of water supply and sewerage networks, rehabilitation of buildings
(replacement of windows, thermo isolations, etc.), and other works related to the
municipal investments and performance investment grants. Thresholds for works
shall be in accordance with the ones indicated in the procurement plan and they
might be revised to address the needs of the project.
122. Detailed description of the steps under each method is presented in Annex 4.9.2.
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4.3.2. Procurement of Goods
123. Procurement of goods and services other than consulting services and goods
(Supply and Installation) would include: bulbs for street lights, metering equipment for
water network, IT and office equipment for the PMU, etc., and other goods and
services related to the municipal investments and performance investment grants.
Thresholds for goods shall be in accordance with the ones indicated in the
procurement plan and they might be revised to address the needs of the project.
124. Domestic preference in accordance with clause 2.55 and Appendix 2 of the
guidelines will not apply.
125. Goods will be grouped to the extent possible and considering project objectives, in
package sizes and homogenous groupings that will encourage International
Competitive Bidding.
126. Detailed description of the steps under each method is presented in Annex 4.9.2.

4.3.3. Selection Procedures for Consulting Services
127. Consultants’ services contracts procured under this project will include: detailed
design, supervision, financial audit, feasibility and environmental studies,
strengthening capacity of the Municipalities and CSEs, other TA, etc. The following
selection methods will be used:
 Quality and Cost Based Selection (QCBS);
 Least Cost Selection (LCS);
 Selection under a Fixed Budget (FBS) may be used for assignments in
accordance with paragraph 3.5 of the Consultants Guidelines;
 Selection Based on Consultants’ Qualifications (CQ) procedures will be used for
very small consulting assignments at the amount of less than US$ 100,000
equivalent;
 Individual Consultants (local and international) will be hired in accordance with
the provisions of Section V of the Consultants’ Guidelines;
 Single Source Selection (SSS) may be used, subject to the Bank’s prior approval,
for selection of consultants for some very specialized and low value contracts
which meet requirements for SSS of the Consultants’ Guidelines;
 Sole Source Selection would be used, subject to the Bank’s prior approval, for
hiring of the current staff of the PMU and other individual consultants who
meet requirements of paragraph 5.4 of the Consultants’ Guidelines.
The consulting services shall be in accordance with the ones indicated in the
procurement plan and that they might be revised to address the needs of the project.
128. Detailed description of the steps under each method is presented in Annex 4.9.2.
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4.3.4. Operating Costs
129. “Operating Costs” means incremental operating costs incurred by the PMU on
account of Project implementation, management and monitoring, including
dissemination of Project related information and publications, office rent and utilities,
office and equipment insurance, maintenance and repair, vehicle insurance,
maintenance and repair, local travel, communication, translation and interpretation,
bank charges, and other miscellaneous costs directly associated with the Project, all
based on periodic budgets and procured using the implementing agency’s
administrative procedures acceptable to the Bank. Operating cost will not include
salaries of civil servants.

4.3.5. Training Costs
130. The Project will finance trainings (workshops, etc.) of the Municipalities and CSEs
for project introduction, and sub-projects’ implementation and completion, and other
trainings as needed. The trainings will be carried out according to training plans,
which the PMU will revise semi-annually and as needed and submit to the Bank for
approval prior to implementation. The expenses will be covered under training
category and disbursed based on SOE.

4.3.6. Review by the Bank of Procurement Decisions
131. In addition to the prior review supervision to be carried out by the Bank team, post
reviews will be carried out on at least 20 percent of the contracts subject to post
review. It is expected that a supervision mission in the field will be conducted every
six months during which post reviews will be conducted. As a minimum, one post
review report, which will include physical inspection with the Bank technical expert of
sample contracts including those subject to prior review, will be prepared each year.
Not less than 10 percent of the contracts will be physically inspected.

4.3.7. Procurement time schedule
132. The PMU, at appraisal developed an initial detailed Procurement Plan (PP) for
project implementation (see Annex 4.9.1), which provides information on
procurement packages, methods and Bank review method. The PP will be updated in
agreement with the Bank project team annually or as required to reflect the actual
project implementation needs and improvements in the implementing agency
institutional capacity. PMU should not start any procurement if the respective contract
is not in the procurement plan approved by the Bank.
133. Procurement of goods and services for the project would be carried out in
accordance with the agreed procurement plan that would be updated annually by the
PMU, included in the progress report, and reviewed by the Bank.
134. The Procurement Plan for the first year of project implementation has been
prepared at appraisal, and will be updated every six months and included along with
progress on procurement in the semi-annual progress reports. Details are in Annex
4.9.1.
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4.3.8. Additional Provisions for National Competitive Bidding
135. In order to ensure economy, efficiency, transparency and broad consistency with
the provisions of Section I of the Guidelines, the following criteria shall be followed in
procurement under National Competitive Bidding procedures:

a)

Generalities
136. Bidding shall be conducted using “Open Procedures.” Furthermore, restricted
procedure shall not be used without the express consent of the Bank and is subject
to the following conditions:
 the contracting authority shall invite all the candidates that meet the selection
criteria;
 no maximum number of selected candidates shall apply.

b) Registration
137. Bidding shall not be restricted to pre-registered firms;
138. If registration is required, bidders (i) shall be allowed a reasonable time to complete
the registration process, and (ii) shall not be denied registration for reasons unrelated
to their capability and resources to successfully perform the contract, which shall be
verified through post-qualification; and
139. Foreign bidders not from the territory of Republic of Macedonia shall not be
precluded from bidding. If a registration process is required, a foreign bidder declared
the lowest evaluated bidder shall be given a reasonable opportunity to register.

c)

Advertising, time for submission of bids
140. Invitations to bid shall be advertised in at least one widely circulated national daily
newspaper. Invitations could be also advertised on the web sites of the Public
Procurement Bureau and respective ministry.
141. Time allowed for the preparation and submission of bids shall not be less than thirty
(30) days from the time of the invitation to bid or the date of availability of bidding
documents, whichever is later.

d)

Pre-qualification
142. When pre-qualification shall be required for large or complex works, invitations to
pre-qualify for bidding shall be advertised in at least one (1) widely circulated national
daily newspaper. Invitations could be also published on the web sites of the Public
Procurement Bureau and respective ministry.
143. Time allowed for the preparation and submission of bids shall not be less than thirty
(30) days from the time of the invitation to bid or the date of availability of bidding
documents, whichever is later.
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144. Minimum experience, and technical and financial requirements, shall be explicitly
stated in the pre-qualification documents.

e)

Participation by Publicly-owned enterprises
145. Publicly-owned enterprises shall be eligible to participate in bidding only if they can
establish that they are legally and financially autonomous, operate under commercial
law and are not a dependent agency of the contracting authority. Furthermore, they
will be subject to the same bid and performance security requirements as other
bidders.

f)

Bidding Documents
146. Procuring entities shall use the appropriate standard bidding documents acceptable
to the Bank for procurement of goods and works.

g)

Bid Opening, Bid Evaluation and Contract Award
147. Bids shall be submitted in a single envelope containing the bidder's qualification
information, technical and price bids, which shall be opened simultaneously at the
public bid opening.
148. No bids shall be rejected at the bid opening except for late bids and bids shall not
be evaluated as part of bid opening process.
149. Bidders’ economic, financial and technical capacity of the bidders cannot be
guaranteed by another entity, except joint venture and observing those criteria set up
in the bidding documents.
150. Bids shall be evaluated strictly according to quantifiable criteria declared in the
bidding documents; evaluation criteria other than price shall be quantified in
monetary terms.
151. Bids not substantially responsive shall be rejected.
152. Extensions of bid validity will be allowed once only for not more than 30 days. No
further extensions shall be requested without the prior approval of the Bank.
153. Contracts shall be awarded to the qualified bidder having submitted the lowestevaluated and substantially responsive bid. No negotiation shall take place.

h)

Rejection of all bids
154. All bids shall not be rejected and a new procurement process starts without the
Bank’s prior concurrence.

i)

Price Adjustment
155. Civil works contracts of long duration (more than 18 months) shall contain an
appropriate price adjustment clause.
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j)

Securities
156. Bid security and performance security should follow the generally accepted practice
used in the local market.
157. Alternative methods such as bid securing declaration may be acceptable, in which
case the Borrower may require bidders to sign a declaration accepting that if they
withdraw or modify their bids during the period of validity or they are awarded the
contract and they fail to sign the contract or to submit a performance security before
the deadline defined in the bidding documents, the bidder will be suspended for
bidding in any contract with the implementing unit.
158. No advance payment shall be made to contractors without a suitable advance
payment security. These securities shall be included in the bidding documents in a
text and format acceptable to the Bank.

k)

Right to inspect and audit
159. Each contract financed from the proceeds of the Loan shall provide that the
suppliers, contractors and subcontractors shall permit the Bank, at its request, to
inspect their accounts and records relating to the procurement and performance of
the contract and to have said accounts and records audited by Bank-appointed
auditors. The deliberate and material violation by the supplier, contractor or
subcontractor of such provision may amount to obstructive practice.

l)

Fraud & Corruption
160. The Bank shall declare a firm or individual ineligible, either indefinitely or for a
stated period, to be awarded a Bank financed contract, if Bank at any time
determines that the firm or individual has, directly or through an agent, engaged in
corrupt, fraudulent, collusive, coercive or obstructive practices in competing for, or in
executing, a contract financed by the World Bank Group.
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5. FINANCIAL MANAGEMENT
5.1. MSIP FINANCIAL RESOURCES
161. To achieve its objectives and perform its functions, the MSIP mobilizes and
operates with two World Bank (IBRD) loans and one RETF for European
Commission Instrument for Pre-Accession (IPA)resources transferred to the MSIP by
the Government of Republic of Macedonia.

5.2. USE OF MSIP FINANCIAL RESOURCES
162. The financial resources at the disposal of MSIP will be used exclusively for:
 loan financing of investment projects for municipalities;
 provision of technical assistance to support the preparation, and increase
efficiency of investment projects and strengthen the management capacity of
municipalities and CSEs;
 provision of performance based investment grants to the municipalities;
 financing of operating expenditures of MSIP PMU;
 IPA infrastructure grants, technical assistance or operating costs provided to the
municipalities for strengthening development of rural areas.

5.3. FINANCIAL MANAGEMENT AND ACCOUNTING PRINCIPLES
5.3.1. Implementing Entity
163. The Ministry of Finance, through the MSIP PMU, which has been mandated with a
specific assignment of coordinating and managing the project, will act as the overall
implementing agency for the project. The PMU includes qualified financial
management staff that will be trained in disbursements and project financial
management. One financial management specialist and one financial management
assistant (to be hired prior to any withdrawal from the Grant proceeds) will perform
the financial management function of the project. The Project Director will supervise
the implementation activities.

5.3.2. Accounting Policies
164. The accounting books and records are maintained on the cash receipts and
payment basis in conformity with the related requirements of the World Bank’s
financial reporting guidelines and in compliance with the relevant provisions set out in
the Loan and Grant Agreements. On this basis, cash receipts are recognized when
received and cash expenditures are recognized when paid rather than when
incurred.
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165. The Project accounts are kept in local currency i.e. in Macedonian Denars (“MKD”).
The Project financial statements will be presented in EUR as this will be the reporting
currency of the Project.
166. Additionally the MSIP PMU will ensure that its accounting policies and procedures
also comply with the accounting principles and methodologies for budget users set
by the Ministry of Finance.

5.3.3. Accounting standards
167. The accounting systems of MSIP PMU will: (i) reliably record and report all financial
transactions, assets and liabilities of the project, and (ii) provide adequate financial
information for project managing and monitoring activities.
168. MSIP PMU will ensure that its accounting policies and procedures also comply with
the accounting principles and methodologies set up by the Ministry of Finance.

5.3.4. Accounting Management
169. Day to day management of accounting is the responsibility of MSIP PMU Financial
Management specialist who reports directly to the PMU Director.

5.4. PROJECT FINANCIAL MANAGEMENT SYSTEM (PFMS)
170. The MSIP PMU will establish a Project Financial Management System (PFMS)
acceptable to the Bank, which will keep the accounts for the Project. The PFMS
should be designed to accomplish the following objectives:
 Regular and precise record keeping and denoting of all project financial
accounting transactions according to the requirements, needs and applications of
the legislative of the Republic of Macedonia and the World Bank;
 Produce Financial reports for two separate groups of users: i) World Bank
reporting requirements – as per forms and principals laid down in the WB
guidelines, and ii) statutory reporting requirements – in accordance with the
Macedonian legislation;
171. The basic principles are designed to ensure that the accounting records are
complete, relevant and reliable, and that the accounting practices are followed
consistently from one period to another, so that financial reporting is comparable.
These terms are defined as follows:
 Complete: all appropriate transactions have been recorded in accordance with
the accounting procedures manual;
 Relevant: accounting information is relevant when accounting transactions are
recorded and reported in timely fashion; all accounts should be updated and
reconciled on a monthly basis and reports should be issued no less frequently
than each quarter. Financial information provided by the FMS influences the
decisions of users by helping them evaluate past, present or future events or
correcting their past evaluation;

43

 Reliable: information is reliable when it is free from material error, when it is
neutral: that is, it is free from bias, and it can be depended upon to represent
faithfully that which it either purports to represent or could reasonably be
expected to represent;
 Comparable: users must be able to compare the financial statements of the
Project over time in order to identify trends in its financial position and
performance. Hence, the measurement and display of the financial effects of like
transactions must be consistent over time
172. The PFMS include:
 Proper accounting system;
 Internal Controls system;
 Interim un-audited Financial Reports (IFRs);
 Auditing and monitoring of Project activities;
 Accounting and Financial Flows;
 Financial Control System.

5.4.1. Information system
173. It was agreed with the PMU that accounting data would be backed up on regular
basis.
174. MoF uses the Treasury system for its accounting and reporting. The Treasury
system was assessed by the diagnostic work in Macedonia and found to be sound
with reliable reporting and ex-ante controls. The reporting is based on the Treasury
reporting but due to the complexity of the project design and need for reliable and
transparent timely information, Edusoft software is used for project accounting and
reporting and supplements Treasury reports. Edusoft application is widely-used for
project accounting and financial arrangements for the projects in Macedonia and is
considered a satisfactory system for reliable and accurate project information. It
provides reliable accounting information. IFRs will be generated automatically by the
software.
175. The MSIP PMU purchased Edusoft software for the purpose assurance recording of
business transactions. The project accounting software will be upgraded to
accommodate the financial information for the new Grant source of financing, and to
generate consolidated quarterly IFRs for the project prior to any withdrawal from the
Grant proceeds.
176. The MSIP PMU financial management specialist supported by the financial
management assistant will record, classify, report and interpret project financial data.
To keep necessary financial records and prepare financial statements, the PMU
financial staff will follow the accounting cycle, a six-step process including:
 analysis of transactions from source documents into an appropriate number of
debits and credits to be entered into accounting records;
 journalization of transactions, i.e. recording transactions in a journal for later
posting to the general ledger;
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 posting the general ledger at the end of each month of operations;
 adjusting general ledger at the end of each quarter;
 closing and balancing the ledger at the end of the year;
 preparing financial statements in FMR format.
177. The MSIP accounting structure should reflect the sources of funds, project
component, disbursement categories, location of activities performed and relevant
expense accounts, broken down into the various types of expenditures for the
project. The accounting structure should be able to produce financial reports that
show budgetary items related to the current project financial data to measure MSIP’s
performance in the implementation of the project.

5.4.2. Internal Control System
178. The MSIP internal control system should be able to ensure that financial records
are reliable and complete. In particular, the internal control system should ensure
proper recording and safeguarding as well as transaction control.
179. Key internal controls to be applied for the project include:
 appropriate authorizations and approvals;
 segregation of duties;
 different persons being responsible for different phases of transaction;
 reconciliations between records and actual balances, as well as with third parties
should be performed on regular basis;
 complete original documentation should exist to support project transactions.
180. Adequate procedures and controls will be instituted and applied in practice for loans
and grant lines to municipalities. The respective procedures are designed to ensure
use of funds for intended purposes.
181. Key internal controls and procedures include:
 clear description of eligibility criteria for beneficiaries;
 clear description of eligibility criteria for projects;
 procedures relating to evaluation and selection of municipalities, including
determining and describing responsibilities for this process;
 procedures and processes of monitoring of grants implementation, including
reporting back;
 the procurement processes for the grants;
 flow of funds.
182. The municipalities publish tenders and are signatory to the contract. After receiving
an invoice, municipalities forward the invoice and necessary supporting
documentation to the PMU. Document evidencing that goods/services have been
received and are in line with what has been contracted is a mandatory accompanying
document. An engineer within the PMU will perform on site visits and checks that the
quality and quantity of the delivery is in line with contracts. Independent consultants
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may also be contracted to perform verification that goods, services or works have
been delivered to acceptable level prior to payments.
183. The invoice is then reviewed by the PMU financial management specialist who
registers and checks the invoice. After putting his/her initials the invoice is reviewed
by the project procurement/engineer staff. All relevant documentation shall be
attached to the invoice enabling the Project Director to immediately evidence that the
necessary checks have been performed. Payment orders and the invoice with all
designated approvals and signatories are submitted for payment. In the cases of
loans or grants, the funds are transferred to municipalities, which are obliged to
transfer the funds to suppliers in the shortest possible time. Any future request for
payment by municipalities needs to be supported by appropriate documentation that
the previous payments have been executed.
184. Commercial Bank Statements of the Designated Account are received daily by the
PMU, and Treasury reports on regular basis. Municipalities submit statements of their
accounts to the PMU on regular basis and frequency is defined by the onlending/grant agreements. Based on the Bank Statements/Treasury reports the PMU
Financial management specialist will record executed payments and perform due
reconciliation of the bank balances.

5.4.3. Interim Financial Reports
185. Interim Financial Reports (IFRs) will be regularly provided in accordance with the
World Bank requirements, as well as the reports requested by the Government of the
Republic of Macedonia.
186. Aggregated project management-oriented IFRs will be used for monitoring and
supervision of both IBRD loans and EU IPA Grant financing the Municipal Services
Improvement Project. The format of the IFRs is included in the Financial
Management Manual, included as Annex 5.1 of the POM. The MSIP PMU will
produce a full set of IFRs for each calendar quarter throughout the life of the project.
They will be due 45 days after each quarter end. The IFRs will comprise the following
reports presented in the agreed format:
 Designated Account(s) statement;
 Project Sources and Uses of Funds;
 Uses of Funds by Project Activity;
 Unit of Output by Project Activity;
 Breakdown of Loans and Grants;
 Narratives to the reports.
187. The accounting for the project is cash basis with additional information provided for
commitments on signed contracts.

5.4.4. Auditing of Project activities
188. The project’s financial statements will be audited in accordance with terms of
reference acceptable to the Bank by a private audit company acceptable to the Bank,
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and the audit report will be submitted to the Bank at the latest 6 months after the end
of the period audited. The annual cost of the audits of the project will be covered by
the project funds. Given the complexity of the components related to loans and
grants for selected municipalities, the financial audit will have an extended scope and
will check also if all loans/grants have been provided to municipalities for the
purposes intended in accordance with the applicable conditions to ensure that the
agreed outputs are delivered in an efficient manner. The existing project audit
arrangements will be amended as to include the new IPA Grant AF as well.

5.4.5. Financial Control System
189. All transactions must be reflected by supporting documentation. The process of
registering the supporting documents is the first step for record keeping.

a) Cash Control
190. A Petty Cash Fund is established to have small amounts of cash in Denar (MKD)
for immediate payment of such items as office supplies, taxi fares, fuel, delivery
charges, etc. Whenever the petty cash fund drops below a certain balance it should
be replenished through a withdrawal from the Project Designated Account. All
disbursements from the petty cash fund must be documented with a corresponding
receipt.
191. A system of internal control is established to ensure that petty cash amount is
protected from theft or embezzlement. The MSIP Financial management specialist is
in charge of cash control. Internal control procedures include the following:
 Cash is under lock;
 Maintenance of cash counts sheet;
 Statement of cash flow reflecting the both cash receipts and cash disbursement
records.

b) Fixed Asset Control
192. The internal control of fixed assets such as furniture, equipment, and office
accessories and any other asset is to be maintained by the MSIP PMU. All
employees are responsible and accountable for fixed assets in their possession.
193. Any acquired or donated assets will be recorded in a Fixed Asset Record, if the item
has a value of EUR100 or more. This record will include a description of the asset,
date received, cost or estimated value, location, and an indication if it was purchased
or donated. The financial manager will maintain the Fixed Asset Record.

5.4.6. Bank account management and Flows of Funds and
Documents
194. Project funds will flow from: (i) the Bank, either as an advance via a Designated
Account to be opened in the NBRM, which will be replenished under transaction
based disbursement method, and managed as described below in the section on
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disbursement arrangements, or, if specific need arises, through direct payments to
suppliers; and (ii) GoM, where payments will be executed by order of Ministry of
Finance via the treasury system.
195. The transaction based disbursement method will be used for the Project. Once the
Project becomes effective a Designated Account will be opened in the NBRM, to
which the funds will be transferred. A mirror Denar account is opened within the
Treasury Single Account to serve as an operating account for withdrawals from the
foreign currency account. The mirror account is credited only with amounts coming
from Designated Accounts. The Denar account is, in essence, a zero balance
account, with all spending taking place through it, with a corresponding transfer of the
Denar-equivalent amount from the foreign exchange account. The Designated
Account will be managed and operated by MSIP PMU.
196. The same disbursement arrangements will be used for IBRD Loans for Municipal
Services Improvement Project and EU IPA Grant. A separate Designated Account in
Euro will be opened in the National Bank of the Republic of Macedonia for each
source of financing, with a mirror account in local currency within the Single Treasury
Account. The Designated Accounts will be managed and operated by MSIP PMU.
197. Municipalities which are sub-loans or sub-grants beneficiaries will open Denar
accounts within the Treasury Single Account, to which the funds will flow from the
Designated Accounts (passing through the mirror Denar accounts), and from which
the funds will flow to suppliers/contractors.
198. The payments under Components B, Component D and Sub component E.2 and
E.3 will be managed and operated centralize, i.e. directly from the MSIP PMU, in that
case, when payments to local suppliers are made, then a corresponding amount of
foreign currency is exchanged in Denars and credited to the Denar mirror account.
From there, the amount is transferred to the respective supplier. If a payment needs
to be made to a foreign supplier in foreign currency, then the foreign currency
equivalent amount is converted to Denars and credited to the mirror Denar account.
The Denar account is then debited with the transaction amount, the Denars are
converted to the appropriate foreign currency, and the respective amount transferred
to the supplier. This flow of funds is followed even if the Designated Account and the
payment due to the supplier are in the same currency. This ensures that the mirror
Denar account, as part of the Single Treasury Account, captures all amounts paid to
suppliers in the Treasury system.
199. The payments under Component A, Component C and Sub-Component E1 will be
decentralized. Once the Municipality signs a Sub-Loan Agreement or Grant
Agreement, the municipality is obligated to open a separate Sub-Loan or Grant
Denar account within the Treasury Single Account, which will capture all transfers of
funds related to that particular Sub-Loan or Grant. The Municipality Denar accounts
are credited only with amounts comings from the MSIP Designated account through
the mirror Denar account. When the Municipality has to make payments to local and
foreign suppliers, than a corresponding amount of foreign currency from the MSIP
designated account is exchanged in Denars and credited to the Denar mirror
account. Than the same amount of Denar funds are debited from the Denar mirror
account and credited to the municipality Sub-Loan or Grant Denar account. After that
the municipality Sub-Loan or Grant Denar account is debited with the respective
amount transferred to the supplier, i.e. funds flow from the Designated account,
through the mirror Denar account, to the municipality Sub-Loan or Grant Denar
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account. The municipalities are obliged to transfer the funds to suppliers within five
working days. Any future request for payment by municipalities needs to be
supported by appropriate documentation that the previous payments have been
executed.
200. The Ceilings for Designated Accounts are in accordance with the Disbursement
letter for each Loan, respectively Grant.
201. Applications for replenishment of the Designated Account will be submitted at least
quarterly or when one-third of the amount has been withdrawn, whichever occurs
earlier.

202. Documentation requirements for replenishment would follow standard Bank
procedures as described in Disbursement Handbook. Monthly bank statements of the
Designated Account, which have been reconciled, would accompany all
replenishment requests.
203. The procedure of receiving and proceeding the documentation is the following:
 The office administrator receives from municipalities/contractors/suppliers
documentation for payment (invoices, interim certificate, request for funds
etc.) and registers it in the MSIP Project archives writing down the number and
the date, as well as putting the stamp;
 The office administrator then hand over the documentation to financial staff. They
review and approve the documentation and put his/her initials on it. After that
documentation is reviewed by the project procurement staff.
 The checked documentation afterwards is submitted to the PMU Director of the
Project.
 After its verification by the PMU Director, the documentation is once again
submitted to the financial managers in order documents for payments to be
prepared.
 The documents for payment prepared by the financial manager are submitted to
the authorized signatures to be signed. In the end, the financial manager makes
the payment and enters in the books.
 In the case of financing the on-lending loans provided to the Municipality, the
Municipality prior to request new portion of the loan funds should submit to the
PMU appropriate evidence that the previous payments have been executed.
204. Applications for replenishment of the IBRD loan Designated Account will be
submitted at least every three months or when 50% of the initial deposit has been
utilized, whichever occurs earlier. Documentation requirements for replenishments
will follow the standard Bank procedures as described in the Disbursement
Handbook. The Application for replenishment will be supported by the necessary
documentation, Designated Account bank statements, and a reconciliation of this
bank statement.
205. All disbursements (payments) for local expenditures to suppliers, contractors,
consultants, etc., from the IBRD loan funds will be made in the local currency of
Republic of Macedonia (MKD) and for reporting purposes converted into EUR. All
foreign expenditures will be made in a currency other than the Denar (MKD) in
accordance with Annex 5.1.
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206. The World Bank Form “Application for Withdrawal” - Form 2380 together with its
Summary Sheet will be used for the following:
 Advance to designated account;
 Reimbursement of payment(s) already made by the Borrower from its own
resources;
 Direct payment from the loan account at IBRD to a third party for amounts due.
207. The Form 2380 Summary Sheet will also be used when submitting applications
without documentation under the Statement of Expenditure (SOE) procedure.
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6. REPORTING

6.1. DURING THE WHOLE DURATION OF THE MSIP
208. The PMU has to transmit to the Coordination Committee and to the World Bank, on
a semi-annual basis, a project progress report containing the following:

6.1.1. Project implementation
 Municipalities and sub-projects involved (already in progress and new ones);
 Progress of each sub-project;
 Specific issues encountered.

6.1.2. Procurement implementation
 Bidding in progress;
 Contracts (in progress and new ones);
 Specific issues.

6.1.3. Financial situation
 Disbursements;
 Situation of the accounts;
 Scheduled disbursements;
 Funding needs.

6.1.4. Monitoring
 MSIP Indicators;
 Communal Service Enterprises’ performance indicators;
 Implementation’s and Sub-projects’ indicators;
 Discussion on various indicators’ results.

6.2. DURING THE WORKS’ PHASE
6.2.1. Supervisor
209. During the works, the Supervisor must transmit monthly to the Municipality:
 Project physical implementation;
• Executed;
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• To be executed;
 Bills presented by the Contractors;
 Bills approved by the Supervisor;
 Specific execution issues;
 Monitoring indicators.

6.2.2. Municipalities
210. Municipalities on their side have to transmit monthly to the PMU:
 Current phase of the works in the Project Cycle;
 Supervisor’s Report;
 Disbursements;
 Specific issues (on the project’s implementation but also social, environmental,
etc. problems encountered).
 Data on Monitoring indicators.
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7. MONITORING AND EVALUATION

7.1. METHOD FOR MONITORING AND EVALUATION SYSTEM
211. In view of establishing a correct and efficient Monitoring and Evaluation system, one
should follow the guidelines set by the World Bank in Ten Steps to a Results-Based
Monitoring and Evaluation System (ref 29672):
 Conducting a readiness assessment;
 Agreeing on outcomes to monitor and to evaluate;
 Selecting key performance indicators to monitor outcomes;
 Setting baselines and gathering data on indicators;
 Planning for improvement – selecting results targets;
 Monitoring for results;
 Using evaluation information to support a result-based management system;
 Reporting the findings;
 Using the findings;
 Sustaining the M and E system within the organization;
 Making results-based M and E work for you and your organization.

7.2. MSIP
212. This part deals with the monitoring and evaluation of the overall MSIP of which the
PMU is responsible for. The PMU has to prepare semi-annual progress reports for
the World Bank as the basis for supervision. For details on the semi-annual progress
report, see Annex 6.1.
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7.2.1 Project outcome and intermediate outcome indicators
Table 7.2.2 – Results framework
PDO

Project Outcome Indicators

Use of Project Outcome
Information

PDO Level Indicator One:
Increased accountability and transparency
4
as evidenced by the percentage of
5
6
participating municipalities that regularly
publish benchmarks and sub-project
progress information on their municipal or
CSE’s websites, and on PMU’s Project
portal.

Monitor financial and
implementation
performance of sub-projects
through the PMU’s M&E
information system.

PDO Level Indicator Two:
To improve
transparency,
financial
sustainability
and delivery of
targeted
municipal
services in the
participating
municipalities

Number of participating municipalities
implementing institutional development
reforms contributing to the PDO, as
evidenced by the number of municipalities
that meet 4 or more of the 7 performance
criteria (i.e. that qualify for performance
grants).

Evaluate the commitment of
participating municipalities
and CSEs to reform and
track criteria for receiving
performance grants.

PDO Level Indicator Three:

Measure progress towards
PDO in relation to the
respective sub-projects of
participating municipalities,
so as to derive lessons
learned and make
corrective actions as
necessary.

Improved financial performance as
reflected by the percentage of participating
municipalities achieving increased revenue
earnings and/or cost savings in completed
sub-projects.

PDO Level Indicator Four:
Percentage of participating municipalities
achieving targeted improvements in
delivery of selected services in completed
sub-projects.
Intermediate
Outcomes
Component A
(Municipal
Investments):
Implementation
of municipal
investments in
specific

Intermediate Outcome Indicators
Intermediate result indicator One:
Number of municipalities that qualify for
sub-loans (i.e. meet the eligibility criteria to
participate in MSIP)
Intermediate result indicator Two:
Number of sub-loans signed

To measure the contribution
of the project to improved
municipal services
Use of Intermediate
Outcome Monitoring
Monitor effective demand
for sub-loans by
municipalities and adequacy
of capacity
Analyze reasons for
rejection and acceptance

4 Wherever “percentage” of participating municipalities is measured, the nominator and denominator in absolute numbers
will also be reported to adequately reflect progress in a dynamic sub-project pipeline.
5 “Participating municipalities” are defined as municipalities that have signed a Sub-Loan Agreement
6 “Regularly" is defined as: minimum on a quarterly basis
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services under
the
responsibility
of
municipalities
(and CSEs)
Component B
(Capacity
building and
institutional
strengthening):
Increased
capacity of
participating
municipalities
and CSEs in
delivering
services

Component C
(Performance
Grants): New
municipal
performance
grant incentive
in place and
applied to
allocate funds
to reforming
participant
municipalities

Intermediate result indicator Three:
Number of sub-projects successfully
completed
Intermediate result indicator One:
Number of participating CSEs and/or
municipalities supported by TA activities
under Component B
Intermediate result indicator Two:
TA contracts supporting national level
institutions completed to Client’s
satisfaction

Track project progress and
determine corrective actions
to improve implementation
during duration of project
Ascertain the improvement
in the capacity of the
municipalities and CSEs in
preparing a project proposal
Feedback from TA clients to
help determining progress
in capacity improvement

Intermediate result indicator Three:
Continued and sustained dialogue on
institutional reform as evidenced by
submission and review of studies to
concerned ministries, such as
development of a Strategy for Financial
Intermediation for Municipal Investments

Evidence of commitment by
the central agencies to
reform the municipal sector
and the delivery of services

Intermediate result indicator One:

Determine interest in and
commitment to reform by
the municipalities and CSEs
and whether such grants
incentivize reform efforts

Number of applications to access funds
(performance investment grant) under
Component C

Intermediate result indicator Two:
Number of municipalities receiving a
Performance Investment Grant

Monitor number of
municipalities receiving
performance grants from
the group of municipalities
that is eligible; inform of
need to reallocate
resources to component C
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Arrangements for results monitoring
Project Development Objective (PDO): No revision
Improve transparency, financial sustainability and delivery of targeted municipal services in the participating municipalities
Baselin
e
7

8

UOM

Start

Core

PDO Level Results Indicators

Original
Project

10

Cumulative Target Values
Progres
s To
Date

2013

2014

2015

2016

2017
Frequenc
y

9

Data Source/
Methodology

(2012)

Responsibility
for Data
Collection

(2009)
"Benchmarks" =
set of key
indicators for
water and
sanitation utility
performance

1. PDO Level Indicator One:
Increased accountability and
transparency as evidenced by
11
the percentage of
participating municipalities12
13
that regularly publish
benchmarks and sub-project
progress information on their
municipal or CSE’s websites,
and on PMU’s Project portal.

Comments

%

0%

45%

50%

60%

70%

80%

100%

Semiannual
report

PMU and
M&E report.
IBNet
benchmarkin
g reports.
IBNet
attendance
list

PMU

"Project
progress
information":
specific to the
sub-project
financed by the
sub-loan

7

Please indicate whether the indicator is a Core Sector Indicator.
UOM = Unit of Measurement.
9
For new indicators introduced as part of the additional financing, the progress to date column is used to reflect the baseline value.
10
Target values should be entered for the years data will be available, not necessarily annually. Target values should normally be cumulative. If targets refer to annual values,
please indicate this in the indicator name and in the “Comments” column.
11
Wherever “percentage” of participating municipalities is measured, the nominator and denominator in absolute numbers will also be reported to adequately reflect progress in a
dynamic sub-project pipeline.
12
“Participating municipalities” are defined as municipalities that have signed a Sub-Loan Agreement
13
“Regularly" is defined as: minimum on a quarterly basis
8
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Project Development Objective (PDO): No revision
Improve transparency, financial sustainability and delivery of targeted municipal services in the participating municipalities
Baselin
e
7

8

UOM

Start

Core

PDO Level Results Indicators

Original
Project

10

Cumulative Target Values
Progres
s To
Date

2013

2014

2015

2016

2017
Frequenc
y

9

Project
database,
referenced by
feasibility
studies for
respective
sub-projects;

PMU through
independent
consultant

(2012)

No

0

0

2

4

6

8

10

Semiannual
progress
report

Supervision
missions and
PMU M&E

3. PDO Level Indicator Three:
Improved financial
performance as reflected by
the percentage of participating
municipalities achieving
increased revenue earnings
and/or cost savings in
completed sub-projects.

Comments

(2009)

2. PDO Level Indicator Two:
Number of participating
municipalities implementing
institutional development
reforms contributing to the
PDO, as evidenced by the
number of municipalities that
meet 4 or more of the 7
performance criteria (i.e. that
qualify for performance grants).

Methodology

Responsibility
for Data
Collection

Data Source/

%

0%

15%

20%

30%

40%

50%

60%

Midterm
review

Supervision
missions and
PMU M&E

PMU and
PMU through
independent
consultant

"achieving
increased
revenue
earnings and/or
cost savings" is
measured
through the
indicator sheet
that is filled at
sub-project
proposal
submission,
and that is
followed up by
the PMU
57

Project Development Objective (PDO): No revision
Improve transparency, financial sustainability and delivery of targeted municipal services in the participating municipalities
Baselin
e
7

8

UOM

Start

Core

PDO Level Results Indicators

Original
Project

10

Cumulative Target Values
Progres
s To
Date

2013

2014

2015

2016

2017
Frequenc
y

9

Data Source/
Methodology

(2012)

Responsibility
for Data
Collection

Comments

(2009)
throughout
implementation

4. PDO Level Indicator Four:
Percentage of participating
municipalities achieving
targeted improvements in
delivery of selected services in
completed sub-projects.

%

0%

15%

20%

35%

50%

65%

75%

Midterm
review

Supervision
missions and
PMU M&E

PMU

"achieving
targeted
improvements
in delivery of
selected
services" is
measured
through the
indicator sheet
that is filled at
sub-project
proposal
submission,
and that is
followed up by
the PMU
throughout
implementation
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Intermediate Results and Indicators
Baseline
Unit
of
Measuremen
t

Results
Core

Intermediate
Indicators

Original
Project
Start

Target Values
Progress
To Date

2013

2014

2015

2016

2017

(2012)

Frequenc
y

Data
Source/
Methodolog
y

Responsibilit
y for Data
Collection

Comments

(2009)

Intermediate Result 1: linked to Component A of Municipal investments (No revision): Implementation of municipal investments in specific
services under the responsibility of municipalities (and CSEs)
1. Intermediate result
indicator One:
Number of municipalities
that qualify for sub-loans
(i.e. meet the eligibility
criteria to participate in
MSIP)
2. Intermediate result
indicator Two:

Number

Number

0

0

21

18

25

20

30

23

35

28

40

32

50

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU
and
supervision
consultant

35

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU
and
supervision
consultant

30

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU
and
supervision
consultant

Number of sub-loans signed

3. Intermediate result
indicator Three:
Number of sub-projects
successfully completed

Number

0

3

5

10

15

20

Intermediate Result 2: linked to Component B of Capacity building and institutional strengthening (No revision): Increased capacity of
participating municipalities and CSEs in delivering services
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Intermediate Results and Indicators
Baseline
Unit
of
Measuremen
t

Results
Core

Intermediate
Indicators

Original
Project
Start

Target Values
Progress
To Date

2013

2014

2015

2016

2017

(2012)

Number

5. Intermediate result
indicator Two:
TA contracts supporting
national level institutions
completed to Client’s
satisfaction.

Text

0

0

No TA
Availabl
e

1
completed
satisfactoril
y

2

Satis
facto
ry

4

Satisf
actor
y

8

Methodolog
y

Responsibilit
y for Data
Collection

Comments

"TA
activities" =
either
for
sub-project
preparation,
or
local
capacity
building

Text

No
strategy

No strategy

Proc
urem
ent
of
cons
ultan
ts.

Com
menc
emen
t
of
study
.

12

15

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU

Supervision
missions,
project
database,
PMU M&E

PMU

Supervision
missions,
project
database,
PMU M&E

PMU

Satisf
actor
y

Satisf
actor
y

Satisf
actor
y

Semiannual
project
reports,
midterm
review

Subm
ission
of
incep
tion
report
.

Draft
Strat
egy
subm
itted
to
conc
erned
centr
al
agen
cy/mi
nistry

Final
report
submi
tted
to
conce
rned
minist
ry for
revie
w.

Semiannual
project
reports,
midterm
review

6. Intermediate result
indicator Three:
Continued and sustained
dialogue on institutional
reform as evidenced by
submission and review of
studies to concerned
ministries, such as
development of a Strategy
for Financial Intermediation
for Municipal Investments

Data
Source/

(2009)

4. Intermediate result
indicator One:
Number of participating
CSEs and/or municipalities
supported by TA activities
under Component B

Frequenc
y
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Intermediate Results and Indicators
Baseline
Unit
of
Measuremen
t

Results
Core

Intermediate
Indicators

Original
Project
Start

Target Values
Progress
To Date

2013

2014

2015

2016

2017

(2012)

Frequenc
y

Data
Source/
Methodolog
y

Responsibilit
y for Data
Collection

Comments

(2009)
and
discu
ssion

Intermediate Result 3: linked to Component C of Performance-based investment grants (No revision): New municipal performance grant
incentive in place and applied to allocate funds to reforming participant municipalities
7. Intermediate result
indicator One:
Number of applications to
access funds (Performance
investment grant) under
Component C

Number

0

2

3

5

7

8

10

Semiannual
project
reports,
midterm
review

Project
database,
PMU M&E

PMU
and
independent
monitoring
consultant

8

Semiannual
project
reports,
midterm
review

Project
database,
PMU M&E

PMU
and
independent
monitoring
consultant

8. Intermediate result
indicator Two:
Number of municipalities
receiving a Performance
investment grant

Number

0

0

1

3

5

6
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7.3 MONITORING OF SUB-PROJECTS
7.3.1 Supervision of works
213. For sub-project supervision during the works, the indicators will be set by the
supervisor (independent consultant) who will realize the monitoring and evaluation of
the works.
214. The first task, especially for construction works, is to separate the construction into
different phases, as done for the general planning. For each of this phase, the
supervisor and the contractor have to make a projection of the amount of time and
the budget necessary to complete it, and set target values for the indicators.
215. For each phase, the supervisor has to monitor the:
 % of completion of the phase (time);
 % of budget used for this phase, compared to what was planned;
And include this in the monthly reports.
216. The supervisor can also monitor for each phase, the:
 Number of needed documents (permits) delivered;
 Number of needed documents of quality transmitted by the contractor (as built
drawings…)
 Deliveries of material of quality, by type of product (quantity and price).
217. Depending on his findings, the supervisor has to instruct the contractor to take
corrective measures.

7.3.2 Social and environmental monitoring
218. For the social and environmental monitoring of sub-projects during the
implementation phase, please refer to Annex 4.2 Guidelines for Social Assessment,
Annex 4.5 Environmental Assessment and Annex 4.6 Environmental Screening
guidelines.

7.3.3 Results monitoring
219. This part concentrates on monitoring and evaluation of the impacts of the subproject in itself. The monitoring and evaluation of the impacts is the responsibility of
the PMU, in close collaboration with the Municipality and/or CSE in charge of the
project. The results must be included in the semi-annual report to the World Bank.
220. The municipalities are responsible for sub-projects results monitoring, including
ensuring regular data collection and reporting.
221. Some of the possible indicators are given as a list below and in detail in Annex 7.2.
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222. The indicators have to be selected according to the nature and goals of the project:
 Water and waste water;
 Solid Waste management;
 Street Lighting;
 Building construction;
 Building rehabilitation;
 Roads and road infrastructures.
223. The indicators present in Annex 7.2 have been as much as possible normalized to
make possible the comparison between different sub-projects, realized in the same
or different municipalities.
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8. ANNEXES

ANNEX 1.1: LOAN CHOICES WORKSHEET
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ANNEX 2.1: PROJECTS COMPONENTS
The proposed project development objective is to improve transparency, financial
sustainability, and delivery of targeted municipal services in participating municipalities. The
project aims to achieve this objective through a focus on infrastructure and services under
the responsibility of participating municipalities and their communal service enterprises
(CSEs), such as water supply, sanitation, and solid waste management, and may include
support for energy efficiency, urban transport, and other services under municipal provision.
The project would finance investments in basic local infrastructure and municipal services;
provide technical assistance (TA) to municipalities and CSEs; and support institutional
reforms in municipalities through performance grants. The project would provide institutional
support to central agencies for policy and strategic analysis related to financial sustainability
of communal services. The project would cover operational costs associated with project
implementation, and support project management. The four components are described
below.
Component A: Municipal Investments – US$64.25 million. This component would
provide loans to municipalities that are eligible to borrow. Investments to be financed under
this component would be mainly for revenue-generating public services and other
investment projects of high priority to municipalities and with cost saving potential. Though
sub-projects are not limited to certain sectors, it is expected that revenue-earning
investments would be primarily for services and infrastructure provided by CSEs, while costsaving projects could either be under CSEs or under the direct provision of municipalities. To
qualify, sub-projects should therefore have to demonstrate either revenue earning or cost
savings. It is expected that sub-projects will be considered for funding on a rolling basis by
the PMU based on operational manual procedures. However, to allow for full implementation
of the sub-projects there will be a time limit on submissions of sub-projects, set at one year
before the project closing date. Municipalities and CSEs will be assisted with project
preparation activities, including review of feasibility studies, preparation of detailed design
and bidding documents as well as supervision of construction activities. The consultancy
services for these preparatory activities will be provided to the municipalities and CSEs by
the PMU and consultants it would hire (see Component B), and are not part of the sub-loans.
Sub-projects may include the following:
(i)

Water and sanitation services: finance for civil works, equipment, and consulting
services to rehabilitate water and sanitation services, including for source and
consumption metering, leak detection and repair, network rehabilitation and
optimization, pressure zoning, and equipment for operations; and urgent rehabilitation
and repair of selected sewers, sewer maintenance equipment, and pipe replacement.

(ii)

Solid waste management: finance for collection infrastructure and support equipment,
such as collection bins, support vehicles, and other related equipment and consulting
services; and to a limited extent, civil works and equipment to upgrade existing
disposal sites to meet minimum sanitary standards.

(iii) Other revenue-generating or cost-saving investments: finance for civil works,
equipment and related consulting services for upgrading and/or expanding of other
services or facilities under the responsibility of municipalities, such as public lighting,
storm water drainage systems, urban transport systems, green markets, or insulation
of public buildings to lower energy consumption or otherwise enhance efficiency.
Component B: Capacity Building and Institutional Reform – US$2.95 million. This
component would include consultancy services and technical assistance for:
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(i) Sub-project preparation: feasibility studies and required financial, environmental and
social assessments; support preparation of final designs and bidding documents; and
provide support for bidding procedures for the kinds of investments funded under
Component A. This TA component would be offered only to approved or prospective
participants of the MSIP for sub-projects proposed for MSIP funding, up until the midterm review. At that time, if there are greater requests for TA to prepare feasibility
studies of major sub-projects such as large scale environmental investments for later
funding outside of the MSIP, such as through EU structural funds, such support will
be provided as far as resources permit.
(ii) Local capacity building: finance technical assistance, training and consulting services
for municipalities and CSEs to improve performance in service provision and meet
the objectives of the Project. Capacity-building activities and institutional
strengthening would be related in particular to helping the municipalities and CSEs
meet criteria for Component C (performance grants). The TA would also support
communications and public outreach, i.e. communication strategies and programs in
participating municipalities to raise public awareness and stimulate informed public
debate about the need to strengthen sustainability of communal service delivery and
the rational for reforms. The communications strategy would aim to assure a high
level of transparency, access to information and feedback mechanisms to
stakeholders. The strategy would include a Communications Assessment in
participating municipalities to determine required support, for example to establish
and maintain stakeholder feedback mechanisms such as municipal websites and/or
citizen relations center.
(iii) National level institutional strengthening: support to national agencies through study
of policy issues and strategy development related to the financial sustainability of
municipal services. Priority topics would include preparation of a framework for future
municipal investment borrowing through an independent intermediary, with a view to
participation of commercial banks and streamlining donor financing and approaches
to on-lending, including possibilities to establish a revolving fund.
TA under Component B would be limited to prospective participants of Component A, i.e.
municipalities and CSEs that receive sub-loans or would be expected to receive them after
further preparatory work. In general, technical assistance grants to municipalities would be
allocated on a “first come, first served” basis as far as permitted within the total allocation to
this component. This amount will be reviewed at mid-term in light of demands and available
resources.
Component C: Performance-based Investment Grants – US$5.6 million. This
component provides grants to municipalities as an incentive and reward for implementation
of reform initiatives aimed at performance improvements in service delivery. Performance
grants will be awarded according to simple and objective criteria based on the enforcement
of legal and regulatory requirements currently in place in Republic of Macedonia (see below
for agreed criteria). Performance criteria are formulated as a menu for municipalities to
prioritize their own reform agenda. The performance grant can be awarded anytime up to
one year before the close of the Project, whenever the measures are verifiably implemented.
The awarded grant amount to an individual municipality will be up to 20 percent of the
investment sub-loan. The grants can be used for new investment including extension of the
original investment funded by the sub-loan. The municipality would need to present to the
PMU a sub-project proposal meeting all the same appraisal criteria as for Component A
investments. The Performance Grants would be subject to separate Grant Agreements
under terms and conditions and in a format specified in the POM.

66

Component D: Project Management, Monitoring and Evaluation – US$2.2 million. This
component would support operation of a project management unit (PMU) and assist with
project implementation and monitoring. The component will finance staff and incremental
operating costs incurred by the PMU, which would be responsible for overall project
management and reports to the Ministry of Finance. The project management services will
assist with project implementation in municipalities and CSEs, provide guidance and support
to local project entities, and ensure that the Bank fiduciary (procurement and financial
management) and safeguard (environment, social/land acquisition or other) guidelines are
observed. Due to the lack of capacity and knowledge of Bank procurement procedures at the
municipal level, the PMU will take the lead responsibility for quality assurance and the
management of the procurement process. The PMU will liaise closely with the Bank on all
fiduciary and safeguard issues and on adhering to the legal agreements. The PMU would
also be responsible for appraisal of sub-projects that become eligible during the course of
project implementation. In addition, the PMU will establish a project portal website as central
forum for stakeholder dialogue and feedback. Under this component an independent
consultant will be hired to monitor and verify whether the municipalities have met the
performance based criteria to qualify for the up to 20 percent grant.
Component E: IPA-Rural Investment Window – US$ 27.14 million. This component will
finance investments that will contribute to sustainable and inclusive economic, social and
territorial development of the country and reducing regional disparities through the
development of physical capital in rural areas. The Component E consists of three subcomponents:
E.1: Investment grants. This sub-component will provide investment grants to the
municipalities for financing physical infrastructure that enable rural areas improvements in
water supply, sewage, roads, energy sources, public facilities or any other municipal
priorities. The physical infrastructure investments will improve quality of life and working
conditions in rural areas, will address disparities in levels of development between urban and
rural areas, will improve competitiveness of rural areas.
In order to promote and support rural development this sub-component outlines different
investment grant ceiling for rural and urban municipalities in favor of the rural one. Therefore
ceiling for rural municipalities for the first round is defined as 260,000 EUR, while ceiling for
urban municipalities is defined as 120,000 EUR per municipality.
E.2: Technical assistance. Technical assistance in form of consulting services and training
would be available to the municipalities for preparation of the technical documentation,
relevant analysis and studies, etc. for the potential project, to ensure that all participating
municipalities are able to utilize funding opportunities provided by this component. Hence,
under this sub-component the support will be provided in preparation of the projects for
future IPARD Rural Infrastructure Program.
E.3: Operational costs. All expenditures that MSIP project incurs as a result of performing
its normal operations for successful implementation of the component E.
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ANNEX 2.2: DETAILED PROJECT COST AND FINANCING PLAN (USD)
US$ million

World Bank

As share of Total
%

Component A (Investment Loans)

64.25

85.7

Component B (Capacity Building and
Institutional Development)

2.95

3.9

Component C (Performance Grant
Investments)

5.6

7.5

Component D (Project Management,
Monitoring and Evaluation

2.2

2.9

Component E (IPA-Rural Investment
Window)

27.14

26.6

Total

102.14

100
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ANNEX 3.1: DECISION ON ESTABLISHING THE PROJECT COORDINATION
COMMITTEE
REPUBLIC OF MACEDONIA
MINISTRY OF FINANCE
No. 04-3745/1
02.04.2015
Skopje
Pursuant to article 49 paragraph 1 and article 55 paragraph 1 of the Law on organization and
work of state governing bodies (Official gazette of the Republic of Macedonia No. 58/00,
44/02, 82/08, 167/10 and 51/11) article 25 of the Rulebook on organization and work of the
Ministry of Finance No. 01-540/1 dated 05.01.2012, No. 01-540/12 dated 01.07.2013, No.
01-540/14-2012 dated 22.08.2013, No. 01-2710/7 dated 10.07.2014, No. 01-2710/9 dated
09.09.2014, No. 01-2710/10 dated 08.10.2014, No. 01-2710/19 dated 04.12.2014 and No.
01-331/3 dated 30.01.2015, the Minister of Finance has made the following
DECISION
to form a Coordination Committee for
the Municipal Services Improvement Project (MSIP)
1. A Coordination Committee for the Municipal Services Improvement Project (MSIP) is
formed with the following structure:
- Suzana Peneva, an employee at the Ministry of Finance, at the position state advisor –
president;
- Dejan Nikolovski, an employee at the Ministry of Finance, at the position head of
department - member;
- Kristina Pavlovska, an employee at the Ministry of Finance, at the position assistant head
of department - member;
- Naser Muaremi, an employee at the Ministry of Local Self-Government, at the position
assistant head of department - member;
- Kiril Kalkashliev, an employee at the Ministry of Environment and Physical Planning, at the
position advisor - member;
- Ljubisha Jovanovski, an employee at the Ministry of Transport and Communications, at the
position state advisor - member;
- Sofche Zafirovska, an employee at the Secretariat for European Affairs, at the position
head of department - member;
- Lolita Stojanovska – an employee at the Association of Public Communal Services
Providers, at the position executive director – member;
- Krste Andonovski – an employee at the City of Skopje, at the position head of department member;
- Margarita Deleva – an employee at the Ministry of Agriculture, Forestry and Water
Economy, at the position state advisor – member;
- Kiril Todorov – an employee at the Agency for Financial Support of Agriculture and Rural
Development, at the position head of department – member.
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2. The Coordination committee for the Municipal Services Improvement Project has the
following tasks:
-

to review and approve the text in the Operation manual of the Municipal Services
Improvement Project as well as to approve future changes of the Operation manual
which are acceptable to the World Bank;

-

to provide communication between relevant ministries and other agencies in relation to
project aims, rules, information regarding the implementation progress;

-

to advise the Project unit regarding inter-ministry affairs that might affect the activities
financed with the project;

-

to enhance transparency in the selection of municipalities and sub-projects;

-

to review and approve the List of eligible municipalities for usage of component E funds –
EU IPA grant for rural infrastructure;

-

to propose a way to utilize EU IPA grant funds for rural infrastructure which are available
after the completion of the first call for proposals;

-

to approve, upon prior approval by the World Bank, the annual budget of the Project unit;

-

to approve sub-loan and grant agreements with participating municipalities, semi-annual
and annual reports on project progress prepared by the Project unit, portfolio status,
implemented activities, execution of annual budget and / or other possible issues that
may occur.

3. The Coordination Committee meets at least once every three months or more frequently
upon the request of its members.
4. The Committee operates and makes decision if there are at least 7 members present at
the committee session.
Coordination Committee decisions are made with majority of votes.
5. With this decision, decision No. 02-26674/1 dated 29.07.2019 and decision no. 0237269/1 dated 02.11.2010 cease to be valid.
6. This decision takes effect as of the day it is made.
/round stamp and signature illegible/
Zoran Stavreski,
Vice Prime Minister
Minister of Finance
DELIVERED TO:
- President
- members of the Coordination Committee and
- archive of the Ministry
Prepared by: Lilijana Stojanovska
Checked by: Mihajlo Mihajlovski
Controlled by: Gordana Susuleska Itik
Approved by: Igor Dimitrov
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ANNEX 3.2: DECISION
UNIT (PMU)

ON

ESTABLISHING THE PROJECT MANAGEMENT

REPUBLIC OF MACEDONIA
MINISTRY OF FINANCE
No. 04-18070/1
23.04.2008
SKOPJE

Pursuant to article 49 and 55, paragraph 1 of the Law on Organization and Work of the State
Administrative Authorities (“Official Gazette of the Republic of Macedonia number 58/2000
and 44/02), and with reference to the Conclusion from the hundred thirty second of the
Government of the Republic of Macedonia, held on 18.02.2008, with regard to the
Information about the current situation of the projects financed from proceeds from loans
from international financial institutions and bilateral creditors, as well as the projects that are
expected to be signed in 2008, the Minister of Finance hereby passes the following

DECISION
on the formation of a Project Implementation Unit for the Municipal Services
Improvement Project of the Government of the Republic of Macedonia,
financed with a loan from the World Bank
1.For the purposes of implementing the Municipal Services Improvement Project of the
Government of the Republic of Macedonia, financed by a loan from the World Bank, a
Project Unit SHALL HEREBY BE FORMED which shall be an independent body which will
cooperate with the Ministry of Finance.
The project unit shall be formed by further equipping the existing PDPL Project Unit at the
Ministry of Finance with additional staff.
The Municipal Services Improvement Project aims at improving the performances of the
urban economies and the quality of management at municipal level, by providing financial
and appropriate support to several selected municipalities and their public utility enterprises
in the area of municipal planning, provision of utility services with a better quality and urban
planning and management.
2.The staff employed in the Project Unit shall be responsible for administering the Project in
accordance with procedures defined in the Operating Manual, prepared by the World Bank.
The project unit shall identify, evaluate, approve, implement, supervise and monitor the subprojects with the Municipal Services Improvement Project.
3. The project unit shall have a supervisory committee which shall be chaired by a
representative from the Ministry of Finance and shall comprise representatives from the
Ministry of Local Self Government, the Ministry of Transport and Communications, the
Ministry of Environment and Physical Planning, the Association of Units of Local Self
Government (ZELS) and the Association of Utility Service Providers (ADKOM).
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4. The project unit shall be managed by a director, as an executive authority, while the
financial management specialist and the procurement specialist shall be taken from the
PDPL Project Unit. The remaining staff will involve engaging appropriate professionals that
will perform the activities and the tasks specified with the Operating Manual.
The financial management specialist and the procurement specialist shall continue to
perform their regular obligations regarding the implementation of the PDPL Dutch Grant until
its completion.
The engagement of professionals and consultants in the Project Unit shall be in accordance
with the Operating Manual and the procedures of the World Bank.
5. The project Unit shall be fully responsible for preparing the reports to be submitted to the
World Bank, the Ministry of Finance and the Supervisory Committee.
6. This decision shall become legally effective on the day when it is enacted.

SUBMITTED TO:
- Sector for harmonization with the EU and international finances
- The archives of the Ministry

MT

MINISTER
Dr. Trajko Slavevski
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ANNEX 3.3 PMU TERMS OF REFERENCE
A Project Management Unit (PMU) has been established in the Ministry of Finance. The
Ministry of Finance was selected to be the PMU seat due to the relevance of the project to
the fiscal decentralization issues and EU accession requirements.
The MSIP PMU operates under the supervision of a Coordination Committee to be created
for the project. The MSIP PMU is managed by a Project Director
The PMU has the full authority to manage and administer its program under operating
guidelines and procedures set out in this Operational Manual. The PMU will recruit office
staff and technical consultants on a competitive basis according to qualifications and
selection criteria set out in the Procurement section. The PMU will enter into consultant
services and civil works contracts, and will manage the project’s financial accounts.
The PMU will be responsible for all aspects of project implementation with consideration of
relevant requirements set forth by Republic of Macedonia and the World Bank. In particular,
the PMU will be responsible for procurement, financial management, monitoring and
evaluation of the project, including all sub-projects and grant projects to be implemented
within the scope of the project. The PMU will be responsible for finalizing sub-loan
agreements with the municipalities and reviewing the performance agreements between the
municipality and the CSE. The PMU will also be responsible for finalizing performance grant
agreements with the municipalities. The PMU will liaise closely with the Bank on all fiduciary
and safeguard issues and on adhering to the legal agreements.
The PMU will be responsible for promoting the project amongst the municipalities,
establishing a database for project proposals for future reference, soliciting and receiving
proposals and applications for technical assistance and project funding. It will be responsible
for liaising with the Bank with regard to sub-project preparation related to sub-loan financing
and performance grant financing. The PMU would use the services of engineering,
procurement, legal and other specialists to support finalization of sub-project preparation and
implementation. For the purpose of environmental and social assessment, an environmental
and social specialist shall be engaged on a consultancy base.
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ANNEX 3.4. PMU ORGANIZATION AND STAFF; STAFF RULES
a) General principles
Contracting and management of all MSIP PMU personnel is exclusively governed by, and
must be in full compliance with the procurement rules. The Sole Source Selection would be
used, subject to the Bank’s prior approval, for hiring of the current staff of the PMU and other
individual consultants who meet requirements of paragraph 5.4 of the Consultants’
Guidelines.
b) Employment Contract
Eligibility for MSIP PMU Employment: All candidates for a MSIP PMU position must be able
to speak, read and write Macedonian and English (good working knowledge of English and
be able to fully understand spoken or written communications and/or documents). No MSIP
staff can hold another position in another public sector entity.
Salaries
Salaries will be paid according to the Procurement Plan, depending exclusively on the
position occupied by the employee. Payments will be made directly into the employee’s bank
account.
c) Principles of Business Conduct
General Principles
The principles of professional responsibility in the exercise of employment in the service of
MSIP are outlined below. As highlighted, all MSIP staff is under strict obligation to observe
confidentiality, impartiality and strict discipline in performing their duties.
The MSIP PMU will not practice any form of discrimination or preferential treatment in its
relations with third parties, be they beneficiaries of activities of MSIP or suppliers to MSIP of
goods or services, or persons or institutions involved in any way in the MSIP activities or the
results of those activities. Any third party will be treated exclusively in accordance with the
decision-making and selection procedures described in the POM.
Conflict of Interest
No staff of the MSIP PMU will, directly or through an intermediary, hold any interest in
companies or exercise responsibilities in public or private institutions with commercial
activities related to the implementation of MSIP, or benefiting from its activities. They will not
receive any remuneration, commission or fee of any kind from such companies or
institutions.
Code of Public Behavior
Under the agreement with the Government, the MSIP PMU is required to perform a public
service. Its employees are accordingly under an obligation to observe confidentiality,
impartiality and discipline similar to that required of civil servants. Nor may they, in the
performance of their functions, engage in political activities. MSIP PMU staff is expected to
accord equal treatment to its clients and their representatives, the beneficiaries of works or
operations, and the contractors.
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The working week in MSIP PMU is of 40 hours.
Working hours are between 8:30 am and 16:30 pm.
All employees must use a compulsory 1/2 hour break per day.
Professional and support staff is not entitled to paid overtime.
Each staff that spends over 10 hours in the field is entitled to remuneration, as established
according to the Law.
Overnights spent in the field will be fully compensated, based on the Law.
Staff is generally not encouraged to work on weekends and holidays, however there might
be circumstances in which this engagement would be necessary. In that case, each staff
member will be compensated for each hour worked, based on the value of the working hour
as per their net salary. Work during weekends and holidays will be possible only with the
authorization of the Project Director.
MSIP PMU staff is paid once a month, generally between the first and fifth day of the next
month.
The Finance officer keeps the official personnel files for each employee of the MSIP PMU.
Staff may view their files during normal business hours. The Project Director and Finance
officer are the only employees with access to employment records.
Under no circumstances will an employee be permitted to view another employee's
personnel records, with the exception of the Project Director and Finance Manager.
MSIP PMU staff earns their annual vacation at the rate of 2 days per month. MSIP PMU
provides 24 vacation (working) calendar year prorated monthly from starting date.
Staff may carry over unused annual vacation days from one year to the next.
All vacation time must be approved in advance by the Project Director.
All employees leaving the MSIP PMU for whatever reason will be paid for vacation time
earned but not taken. Any unearned but advanced vacation that has been paid to a
departing employee will be recovered from an employee's final pay.
All efforts will be made to accommodate the schedule for summer vacation while planning
the summer vacation schedule for MSIP PMU.
Staff may accrue up to six (6) sick days per year employed. If staff does not take these
accrued sick days by the end of the year, the sick days will be lost.
The MSIP PMU will not pay employees for unused sick days under any circumstance.
A continuous sick-leave absence of more than three (3) days requires medical
documentation from a physician. This documentation must be submitted to the Financial
Officer, who will submit it for approval to the Project Director.
Time off with regular pay is provided for up to five (5) working days if a death occurs in the
staff’s immediate family. In the event of the death of a spouse or child, special arrangements
for additional time off can be made through the Project Director.
If staff are absent from MSIP PMU offices for 3 or more days a week or 7 consecutive work
days a month without informing the supervisor or the Project Director of the reasons for
absence, staff will be automatically dismissed from employment at MSIP PMU.
Extended absences, inclusive of extended travel for official purposes, will be approved by
the Project Director only on a case-by-case basis.
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Employees are entitled to leave without pay only with the approval of the Project Director,
who shall decide on a case by case.
MSIP PMU will observe holidays that are observed by the Government, unless otherwise
notified, in cases of important office obligations. Holidays can only be used on the days,
which they occur. They may not be accumulated or carried over to the following year.
Staff may receive compensation days for working on official MSIP PMU holidays or
weekends in extraordinary circumstances. In this case, all compensation days must be
approved by the Project Director.
Health and pension benefits shall not be paid by MSIP PMU and will be staff member’s
responsibility.
Travel and participation in meetings and seminars will be approved on a case-by-case basis
by the Project Director.
MSIP PMU will pay regular economy class air fare for employees traveling to official
meetings. Per Diem will be paid according to local regulations. Any request for payment of
extraordinary expenses must be accompanied by receipts.
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ANNEX 3.5. TERMS OF REFERENCE FOR PMU KEY STAFF
TERMS OF REFERENCES FOR THE PROJECT DIRECTOR
Background
In order to improve transparency, financial sustainability and delivery of local services, which
are essential for fostering local economic growth and improving living standards in
municipalities, the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objective of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments in participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
support to other functions such as energy efficiency improvements, urban transport, and
other services under municipal provision.
A Project Management Unit (PMU) that will be responsible for all aspects of project
implementation has been established in the Ministry of Finance.
Scope of Services
The PMU shall have a Director who will ensure that all sub-projects supported under MSIP
satisfy Macedonian and World Bank safeguard requirements on environment and land
acquisition, and other requirements as applicable. The PMU director will be responsible for
liaising with other government agencies to ensure the project acquires all necessary permits
and satisfies local regulations, and to coordinate with related policies and programs of other
ministries.
The responsibilities of the PMU Director are to:
•
•
•
•
•
•
•
•
•
•
•
•
•

manage everyday operations of MSIP;
represent MSIP vis-à-vis Government institutions, local government units,
international finance institutions and other multi-lateral and bilateral donors;
prepare the MSIP Long-Term Business Plan and any amendments to the Plan;
coordinate any amendments and changes to the Project Operational Manual and
submit them to the Coordination committee for approval;
hire and/or dismiss staff of the PMU in accordance with the organizational
arrangements described in chapter 3 of the POM;
sign employment contracts for PMU staff;
assign work responsibilities to PMU staff in accordance with the corresponding
arrangements described in the chapter 3 of the POM;
hire, on contractual basis, consultants needed for specific temporary activities;
propose and organize meetings of the Coordination Committee;
participate in all meetings of the Coordination Committee without voting rights;
prepare documentation for submission to the Coordination Committee meetings and
prepare and issue minutes of the meetings;
ensure close coordination between technical assistance and investment activities
funded under MSIP;
prepare recommendations to Coordination Committee (Minister of Finance) for the
approval of MSIP funding for specific investment or technical assistance projects;
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•
•

•

monitor overall project implementation;
prepare semi-annual and annual progress reports for submission to the Coordination
Committee, the Government of the Republic of Macedonia, and/or the World Bank
and/or any other donor as well as any other periodic or exceptional report and/or
documentation on MSIP activities or technical or financial performance that may be
required by the Government of Republic of Macedonia, and/or the World Bank and/or
any other donor;
establish systems to monitor and evaluate, on a continuing basis, the performance of
investment and technical assistance programs, and oversee the effective
implementation of such monitoring and evaluation.

Professional Requirements/Qualifications
•
•
•
•
•
•
•

University Degree in Economics, or Business Administration, or Public
Administration;
At least five years of working experience in government and/or other public sector
institutions, or international organizations, or international private sector, or in the
NGO sector;
At least three years of project management experience;
Good knowledge of the Macedonian state institutions both at the central and at local
level;
Previous experience in implementation of World Bank Projects would be considered
as advantage;
Good communication and social skills;
Fluency in Macedonian and English.

Working conditions
The Project Director will be stationed in the MSIP PMU premises in Skopje, but should be
ready to travel and hold numerous meetings throughout the country, and work under
pressure.
Duration
The initial Contract shall be concluded for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project (till March 31, 2019).
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TERMS OF REFERENCES FOR THE FINANCIAL MANAGEMENT SPECIALIST
Background
In order to improve transparency, financial sustainability and delivery of local services, which
are essential for fostering local economic growth and improving living standards in
municipalities, the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objective of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments in participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
support to other functions such as energy efficiency improvements, urban transport, and
other services under municipal provision.
A Project Management Unit (PMU) that will be responsible for all aspects of project
implementation has been established in the Ministry of Finance.
Scope of Services
The Objective of the assignment is to assist the PMU to:
1. Design, develop and operate a financial management system which would include the
following aspects:
i.

Flow of Funds Process, including policies, procedures and arrangements for receipt
of funds from various sources to the Project(s), and flow of funds within the
Project(s) to the various implementing entities.

ii.

Accounting System, that covers Entire Project(s) i.e. all sources of funds for the
Projects(s) (e.g.: Government of Macedonia, IBRD, and other donors); and all
utilization of funds. This would include:
a)

Chart of Accounts: The Chart of Accounts would be used to: (a) capture
financial data under appropriate headings; and (b) classify and group financial
data for the various financial reports. The structure of the Chart of Accounts
should cater for data to be captured by: (i) Project(s) components and subcomponents; (ii) expenditure categories; (iii) IBRD disbursement categories
for the Project(s); and (iv) implementing entities.

b)

Financial and Accounting Policies: Simple, clear and transparent financial and
accounting policies, which would govern financial management of and
accounting for the Project(s) should be developed. These would include both:
(i) Accounting Policies for accounting and financial reporting for the Project(s);
and (ii) Financial Policies and Procedures e.g. policies and procedures for
transfer of funds and accounting for expenditures (including payment of
advances, recovery of amounts); policies regarding expenditures which can
be treated as Project(s) expenditures, and the classification of these
expenditures under appropriate headings in the Charts of Accounts; etc.

c)

Design of formats of the various accounting books, records and statements
e.g., cash and bank books, journals, various ledgers, trial balance, voucher
formats, etc.

iii. Financial and Accounting Procedures. The most important considerations in the
various procedures are: (i) a satisfactory system of internal controls: and (b) smooth
working/operation of the financial system. These procedures should incorporate
79

standard internal checks/controls such as delegation and separation of duties,
authorization of transactions, physical custody of assets, periodic and regular
reconciliations, independent verification, conformity to Project procurement policies
and procedures, etc.
iv. Preparation of Budgets: The budgeting system should be integrated with the
accounting system to enable comparison of actual performance with
budgets/targets.
v. Preparation of Financial Forecasts: Financial forecasts should be based on
projected work programs and actual performance. Forecasts should include both
short-term forecasts (say 2 quarters), and longer-term forecasts over the life of the
Project.
vi. Procurement and Contract Administration Monitoring: Develop and implement a
solid system for monitoring of procurement processing of contracts. This system
should be linked to the financial accounting system wherever needed.
vii. Financial Reporting: Preparation of the various periodical financial reports for the
Ministry of finance, World Bank and others stakeholders. The financial reports
should provide quality and timely information to Project management, implementing
entities, and various stakeholders on Project performance. The financial reports
should also include all the Project Management Reports (financial statements,
output monitoring reports, and procurement management reports).
viii. Support the Auditing Arrangements: Safe custody of all financial records for review
by Bank Missions and External Auditors.
2. The financial management system should conform to the relevant polices of the
Government of Macedonia and should also conform to the relevant guidelines and
operational policies of the World Bank.
3. Running of accountancy, preparing and submitting financial statements according the
Budget and Budget's Users Accountancy Law of Republic of Macedonia.
Necessary qualifications
• University Degree in Business Administration, Finances, Accounting;
• Minimum 5 years of relevant professional experience in Financial Management;
• Experience in working with World Bank Financial Management;
• Good understanding of Government financial management regulations and systems at
central levels
• Good communication and social skills;
• Computer skills (Word, Excel, Access);
• Fluency in Macedonian and working knowledge of English;
• Have a clean police record, dispose of all civil rights and no previous implication in
embezzlement.
Working conditions
The Financial management specialist will be stationed in the MSIP PMU premises in Skopje,
but should be ready to travel and hold numerous meetings throughout the country, and work
under pressure.
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Outputs
The major output of the work will be satisfactory, professionally conducted financial
procedures under MSIP.
The Project Financial Management Specialist will be a full time position at the PMU. The
Financial Management Specialist will be offered opportunities to develop professionally by
attending relevant WB training events and courses during the term of the contract. The
remuneration will be paid on a monthly basis.
Duration
The initial Contract shall be concluded for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project (till March 31, 2019).
Reporting
The Financial Management Specialist will work full-time within MSIP PMU premises. The
person will report to the PMU Project Director. The financial management specialist will
submit to the Project director monthly time-sheets to account for the actual days worked
during the calendar month.
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TERMS OF REFERENCES FOR THE FINANCIAL MANAGEMENT ASSISTANT
Background
In order to improve transparency, financial sustainability and delivery of local services, which
are essential for fostering local economic growth and improving living standards in
municipalities, the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objective of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments in participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
support to other functions such as energy efficiency improvements, urban transport, and
other services under municipal provision.
A Project Management Unit (PMU) that is responsible for all aspects of project
implementation has been established in the Ministry of Finance.
Scope of Services
The Objective of the assignment is to:
1. Assist in operation of the financial management (FM) system which includes the following
aspects:
i. Flow of Funds Process, including policies, procedures and arrangements for receipt of
funds from various sources to the Project(s), and flow of funds within the Project(s) to the
various implementing entities, and documentation of the use of funds for project
purposes.
ii. Accounting System, that covers Entire Project(s) i.e. all sources of funds for the
Projects(s) (e.g.: Government of Macedonia, IBRD, and other donors) and all utilization
of funds, as per the chart of accounts and procedures in place.
iii. Financial and Accounting Procedures. The most important considerations in the various
procedures are: (i) a satisfactory system of internal controls: and (ii) smooth
working/operation of the financial system. These procedures should incorporate standard
internal checks/controls such as delegation and separation of duties, authorization of
transactions, physical custody of assets, periodic and regular reconciliations,
independent verification, and conformity to Project procurement policies and procedures,
as described in the Project Operational Manual (POM) and other relevant project
documents etc.
iv. Preparation of Budgets: The budgeting system should be integrated with the accounting
system to enable comparison of actual performance with budgets/targets.
v. Preparation of Financial Forecasts: Financial forecasts should be based on projected
work programs and actual performance. Forecasts should include both short-term
forecasts (say 2 quarters), and longer-term forecasts over the life of the Project.
vi. Procurement and Contract Administration Monitoring: Implement a solid system for
monitoring of procurement processing of contracts. This system should be linked to the
financial accounting system wherever needed.
vii. Financial Reporting: Assist in preparation of the various periodical financial reports for
the Ministry of finance, World Bank and others stakeholders. The financial reports should
provide quality and timely information to Project management, implementing entities, and
various stakeholders on Project performance. The financial reports should also include
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all the Project Management Reports (financial statements, output monitoring reports, and
procurement management reports).
viii. Support the Auditing Arrangements: Safe custody of all financial records for review by
Bank Missions and External Auditors.
2. Support in running of accountancy and preparing of various financial reports and
statements according to the relevant guidelines and operational policies of the World Bank
and the Budget and Budget's Users Accountancy Law of Republic of Macedonia.
3. Fulfill other operational assignments according to the request of the PIU Project Director,
including:
i. updating the FM section of the POM with any changes in the financial and disbursement
arrangements of the project;
ii. liasing with the project-supported municipalities to provide information and support, as
needed and for monitoring and reporting; etc.
Necessary qualifications
• University Degree in Economy, Business Administration, Finances, Accounting;
• Minimum 3 years of relevant professional experience in Financial Management;
• Good understanding of Government financial management regulations and systems at
central levels;
• Good communication and social skills;
• Computer skills (Word, Excel);
• Fluency in Macedonian and working knowledge of English;
• Have a clean police record, dispose of all civil rights and no previous implication in
embezzlement.
Working conditions
The Financial Management Assistant will be stationed in the MSIP PMU premises in Skopje,
but should be ready to travel and hold numerous meetings throughout the country, and work
under pressure.
Outputs
The major output of the work will be satisfactory, professionally conducted financial
procedures under MSIP.
The Financial Management Assistant will be a full time position at the PMU. The Financial
Management Assistant will be offered opportunities to develop professionally by attending
relevant WB training events and courses during the term of the contract. The remuneration
will be paid on a monthly basis.
Duration
The initial Contract shall be concluded for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project (till March 31, 2019).
Reporting
The Financial Management Assistant will work full-time within MSIP PMU premises. The
person will report to the Financial Management Specialist and the PMU Project Director. The
Financial Management Assistant will submit to the Project director monthly time-sheets to
account for the actual days worked during the calendar month.
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TERMS OF REFERENCES OF THE PROCUREMENT SPECIALIST
Background
In order to improve transparency, financial sustainability and delivery of local services which
are essential for fostering local economic growth and improving living standards in
municipalities, the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objective of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments in participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
support to other functions such as energy efficiency improvements, urban transport, and
other services under municipal provision.
A Project Management Unit (PMU) that will be responsible for all aspects of project
implementation has been established in the Ministry of Finance.
Scope of the Assignment and Specific Tasks
The PMU will be responsible for overseeing Project implementation and day-to-day
management of the Project activities, including procurement, reporting, accounting, auditing,
etc. under the Loan Agreement.
The following specific tasks will be carried out by the Procurement Specialist:
•
•
•

•
•
•

•
•

Based on the work plan, develop annual implementation plans, as part of the four year
project procurement plan and have it approved by the Project Director and the WB;
Consolidate requests for procurement of goods, works, technical and consulting (TA)
services;
Prepare, in conjunction with project sector teams, procurement documents (e.g.,
invitations to bid, standard bidding documents, bid clarification and eventual
amendments, bid evaluation reports, etc.); obtain timely relevant approval for
procurement documents;
Obtain timely WB no-objections for procurement documents;
Arrange advertising in the UN Development Business and national newspapers for the
procurement of goods, works, technical and consulting (TA) services, required for the
project;
Organize and help manage pre-bid conferences; conduct the bid opening process and
prepare the minutes of bid opening; in due time for bid evaluations, organize and support
evaluation committees, take part in the evaluation committees, (as appropriate,
economize evaluation efforts by identifying standing members to serve on various
evaluation committees under the project); ensure proper documentation of committees’
deliberations and findings; ensure timely approval by the Project Director
recommendations (including, as appropriate, PCC review) and of prospective contracts;
review the draft contract and obtain "no objection" for evaluation reports and draft
contracts from the WB;
Prepare correspondence and coordinate with the WB, and ensure the forwarding of
copies of signed contracts to the WB to facilitate disbursement;
Help with correspondence and actions needed with the designated bank for handling
payment mechanisms for the goods ordered, and enabling withdrawal of loan proceeds;
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•
•
•

Track progress of procurement activities against the plans set forth in the PIP; highlight
variations in progress, record reasons and identify remedial actions; report this to the
Project Director on a monthly basis;
Prepare and submit for Bank review periodic procurement progress reports, keep list of
completed, on-going and planned contracts and keep updated list of contracts subject to
the WB post review;
Revise the procurement plan in coordination with all PMU staff, as needed, and submit to
Project Director for approval and the WB for no-objection if necessary.

Qualifications
The PMU Procurement Specialist has to meet the following requirements:
•
•

•
•
•
•

Relevant University degree;
minimum 3-5 years general/professional experience and 2 years respectively
specific/relevant experience in procurement for goods, works, technical and
consulting (TA) services associated with the implementation of projects financed by
the WB or other international donor;
Familiarity with guidelines and procedures of Macedonian and WB procurement
processes;
Familiarity with planning and holding tenders for goods, works, technical and
consulting (TA) services;
Macedonian and English language proficiency;
Computer operation.

Outputs
The major output of the work will be satisfactory, professionally conducted procurement
procedures under MSIP.
The PMU Procurement Specialist will be a full time position with the PMU. The Procurement
Specialist will be offered opportunities to develop professionally by attending relevant WB
training events and courses during the term of the contract.
The remuneration will be paid on a monthly basis.
Deliverables
Bi-annual and annual Project Progress Reports in accordance with the Loan Agreement to
the Project Director and to other agencies.
Reporting
The PMU Procurement Specialist will work full-time within the premises of the MSIP PMU.
The person will report to the PMU Director.
Duration
The initial Contract shall be concluded for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project (till March 31, 2019).
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TERMS OF REFERENCE FOR THE PROCUREMENT ASSISTANT
Background
In order to improve transparency, financial sustainability, and delivery of local services which
are essential for fostering local economic growth and improving living standards in the
Municipalities the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objectives of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments of the participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
supports for other functions such as energy efficiency, urban transport, urban planning, and
other services under municipal provision.
Scope of the Assignment and Specific Tasks
The PMU will be responsible for overseeing Project implementation and day-to-day
management of the Project activities, including procurement, reporting, accounting, auditing,
etc. under the Loan Agreement.

1. The following specific tasks will be carried out by the Procurement Assistant:
•
•

•

•

•

•

Assist the Procurement Specialist to consolidate requests for procurement of goods,
works, technical and consulting services;
Assisting the Procurement Specialist in reviewing the submitted procurement
packages (documents) from the municipalities requesting approvals for conclusions
of contracts with selected vendors /suppliers and preparing draft approvals for
conclusion of contracts;
Ensuring that procurement of goods, civil works and services under Loan and Grant
Agreements are implemented in accordance with the provisions of the Loan and
Grant Agreements, World Bank Procurement Guidelines, and MSIP Project
Operation Manual;
Assisting the Procurement Specialist in keeping an effective system for monitoring of
procurement process and contract implementation on behalf of the PIU (recording
the dates of all important approvals, contract awards, amounts etc.), as well as an
adequate system record keeping system to ensure quick finding of procurement
information;
Assisting the Procurement Specialist in preparing: procurement documents (e.g.,
invitations to bid, standard bidding documents, bid clarification and eventual
amendments, bid evaluation reports, etc.); obtain timely relevant approval for
procurement documents;
Assisting the Procurement Specialist in organizing and help managing pre-bid
conferences; conduct the bid opening process and prepare the minutes of bid
opening; in due time for bid evaluations, organize and support evaluation
committees, take part in the evaluation committees, (as appropriate, economize
evaluation efforts by identifying standing members to serve on various evaluation
committees under the project); ensure proper documentation of committees’
deliberations and findings; ensure timely approval by the Project Director
recommendations (including, as appropriate, PCC review) and of prospective
contracts; review the draft contract and obtain "no objection" for evaluation reports
and draft contracts from the WB;
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•
•

•
•

Assist the Procurement Specialist in forwarding of copies of signed contracts to the
WB to facilitate disbursement;
Assist the Procurement Specialist in tracking progress of procurement activities
against the plans set forth in the PIP; highlight variations in progress, record reasons
and identify remedial actions; report this to the Procurement Specialist and Project
Director on a monthly basis;
Maintain regular communication with Procurement Specialist to ensure that
procurement tracking information is well coordinated with other project planning,
project budgeting and other project financial reporting information;
Execute any other task required by the Procurement Specialist and Project Director;

Qualifications
The PMU Procurement Assistant has to meet the following requirements:
•
•

•
•
•
•

Relevant University degree;
minimum 7 years general/professional experience and 2 years respectively
specific/relevant experience in procurement for goods, works, technical and
consulting (TA) services associated with the implementation of projects financed by
the WB or other international donor;
Familiarity with guidelines and procedures of Macedonian and WB procurement
processes;
Familiarity with planning and holding tenders for goods, works, technical and
consulting (TA) services;
Macedonian and English language proficiency;
Computer operation.

Outputs
The major output of the work will be satisfactory, professionally conducted procurement
procedures under the MSIP project.
The PMU Procurement Assistant will be a full time position with the PMU.
The remuneration will be paid on a monthly basis.
Reporting
The PMU procurement Assistant will work full-time within the premises of the PMU of the
MSIP Project. The person will report day to day to the Procurement Specialist and the
Project Director.
Duration
The initial Contract shall be concluded for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project (till March 31, 2019).
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TERMS OF REFERENCES FOR THE CIVIL ENGINEER
Background
In order to improve transparency, financial sustainability and delivery of local services which
are essential for fostering local economic growth and improving living standards in the
Municipalities the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objective of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments of the participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
supports for other functions such as energy efficiency, urban transport, and other services
under municipal provision.
Scope of Services
The Objective of the assignment is to assist the PMU to:
•
•
•
•
•

•
•
•
•
•
•

assist prospective MSIP clients in the identification of investment project proposals
ensure the preparation of feasibility studies in accordance with the criteria detailed in the
OM;
evaluate results of feasibility studies
coordinate and quality assure the preparation of the necessary preliminary and detailed
engineering and design studies
conduct, in close coordination with Procurement and Financial Management Operations
Officers the final appraisal of the technical, financial, and economic feasibility of the
proposed investments, including review of least cost alternatives, economic assessment
(calculation of IRR or NPV, cost-benefit analysis, etc);
ascertain the compliance of the all investment project proposals with the regulations
and/or requirements of the respective ministries of the Government and ensure that all
necessary permits or licenses are obtained;
prepare the project documentation required for approval of MSIP loan and grant
financing by the MSIP Coordination Committee;
assist the Procurement Officer in the preparation of the necessary procurement
documents;
assist the Procurement Officer in the evaluation of bids and the preparation and signing
of contracts for works and/or supply of goods;
carry out site supervision of implementation of investment projects and ensure the
adequate management of contracts for works and/or supply of goods;
prepare periodic implementation progress reports for the MSIP Director;

Necessary qualifications
•
•
•
•
•

University Degree in Civil engineering, Masters degree would be an advantage;
Minimum 5 years of relevant professional experience in infrastructure project preparation
and management, civil works including detailed design and supervision;
Experience in working with World Bank-financed projects and familiarity with Bank
reporting and procurement procedures would be an advantage;
Good understanding of national regulations pertaining to the environment, communal
services, and procurement through government agencies;
Good communication skills;
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•
•

Very good Computer skills (Word, Excel, Access);
Fluency in Macedonian and excellent knowledge of English.

Working conditions
The Civil engineer will be stationed in the MSIP premises in Skopje, but should be ready to
hold numerous meetings in the field and work under pressure. Payment shall be made on a
monthly basis, in accordance with the Contract provisions.
Duration
The initial Contract shall be concluded for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project (till March 31, 2019).
Reporting
The Civil engineer specialist will work full-time within MSIP premises. The person will report
to the MSIP Project Director. The Civil engineer will submit to the Project director monthly
time-sheets to account for the actual days worked during the calendar month.
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TERMS OF REFERENCE
FOR THE INDEPENDENT PERFORMANCE VERIFICATION CONSULTANT
Background
In order to improve transparency, financial sustainability and delivery of local services which
are essential for fostering local economic growth and improving living standards in the
Municipalities the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objective of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments of the participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
supports for other functions such as energy efficiency, urban transport, urban planning, and
other services under municipal provision.
The above-mentioned Project includes the following components:
Component A: Municipal Investments (USD 64.25 millions)
This component would provide loans to municipalities that are eligible to borrow.
Investments to be financed under this component would be mainly for revenue-generating
public services and other investment projects of high priority to municipalities and with cost
saving potential.
Component B: Capacity Building and Institutional Reform (USD 2.95 million)
This component would include consultancy services and technical assistance for: subproject preparation, local capacity building, national level institutional strengthening.
Component C: Performance-Based Investment Grants (USD 5.6 millions)
This component would provide grants to municipalities as an incentive and reward for
implementation of reform initiatives aimed at performance improvements in service delivery.
Performance grants are awarded according to simple and objective criteria based on the
enforcement of legal and regulatory requirements currently in place in Republic of
Macedonia.
Component D: Project Management, Monitoring and Evaluation (USD 2.2 million)
This component would support operation of a project management unit (PMU) and assist
with overall project implementation and monitoring.
Ministry of Finance (MoF) is in charge for overall implementation and therefore the special
Project management unit (PMU) is established within the Ministry.
Scope of Services
The Objective of the assignment is to assist the PMU to:
•

conduct review of necessary documentation, prepared by the CSE and the municipality;

•

evaluate results of the municipalities in fulfillment of the performance criteria;

•

ensure that all undertaken activities are compliant with the relevant legislative;

•

prepare the verification report and a recommendation:
• that the municipality is fulfilling the criteria and is eligible for the grant, or
• that the municipality/CSE need to further improve the performances.
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At the beginning of the assignment the consultant would propose further clarification and
qualification of the performance criteria to ensure transparent and objective assignment, e.g.
by defining how “feasibility” of non revenue water reduction program would be determined.
Such clarification /qualification would be subject to approval by PMU director and the Bank
prior to putting into practice.
The verification will be conducted in accordance with the Performance Criteria stated in the
POM and PAD, as well as the Grant Agreement (Annex 4.10.1), procedures (Annex 4.10.2)
and Performance Grant Report Template (Annex 4.10.3).
Necessary qualifications
•
•
•
•
•
•
•

University Degree in Civil engineering or Economics and Finances. Masters degree
would be an advantage;
Knowledge of municipal accounting, Budgeting and Financial management;
Minimum 5 years of relevant knowledge, skills, abilities and experience in communal
services management, financial management, water management;
Good understanding of national regulations pertaining to the environment, communal
services, and municipal accounting and financial management.
Good communication skills;
Very good Computer skills (Word, Excel, Access)
Fluency in Macedonian and excellent knowledge of English.

The consultant should understand that working papers under World Bank project can be
subject to the review by MSIP, MoF, Municipality and/or World Bank designated staff.
Working conditions
The Consultant should be ready to hold numerous meetings in the field.
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TERMS OF REFERENCE FOR THE IBNET DATA COLLECTION SUPPORT
CONSULTANT
Background
In order to improve transparency, financial sustainability and delivery of local services which
are essential for fostering local economic growth and improving living standards in
municipalities, the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objective of the MSIP project is to support infrastructure investments in
participating municipalities and their communal service enterprises, in the area of water
supply, sanitation, and solid waste management, as well as support to other functions such
as energy efficiency improvements, urban transport, and other services under municipal
provision.
Ministry of Finance (MoF) is in charge for overall implementation and therefore the special
Project implementation unit (PIU) is established within the Ministry.
One of the criteria to participate in MSIP is membership of municipal communal state
enterprise (CSE) in Association of Municipal Communal Enterprises (ADKOM) and
contribution to the IBNET database.
IBNET is benchmarking program on water utilities. Experience from MSIP project
implementation to date demonstrates that many CSEs have difficulties in systematically
collecting and reviewing available data for their reliability and to usefully apply the data for
operational performance and benchmarking with their peers. Since, IBNET data collection is
one of the basic eligibility criteria for participation in additional financing of the MSIP it was
identified need and importance of providing technical support to CSEs in collecting,
reviewing, submitting and interpreting performance data under the Project.
Scope of Services
The general objective of this assignment is to improve the performance of the water utilities
through monitoring of performance targets and benchmarks allowing the municipalities to
apply for MSIP funding.
In order to achieve the general objective the consultant shall:
•
•
•
•
•

•
•
•
•

Conduct review of IBNET databases prepared by the CSEs of municipalities participating
in MSIP project and gathered by the PIU/ADKOM;
Recapitulate the completeness of collected data;
Conduct data quality control of provided indicators;
Evaluate capacity of CSE in fulfillment of the IBNET data provision;
Assist CSEs to build capacity to improve the collection and the reliability of the technical
and financing data within CSEs operating in water and sanitation sectors: train more than
one person in CSE in each municipality participating in MSIP project in IBNET data
preparation, explain the methodology on data gathering, input into electronic format and
verification;
Prepare short report on each municipal CSE capacity to provide IBNET database,
recommend necessary trainings and identify gaps in collected data;
Analyze IBNET indicators for each CSE;
Supervise the correction of database in line with comments;
Provide plausibility check of the provided data;
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•

Consult CSE on comparison of indicators and conclusions on real market position in
regards to performances;
• Provide advice and support to CSEs in developing operational performance
improvement plans;
• Prepare aggregated report on IBNET data (on annual basis) comparing all municipal
CSE and their work. Publication of this report will have a positive effect on stimulating
CSEs to improve their performance and to continuously improve the quality of their
services provided to the clients.
Individual reports on separate CSEs and final report will be submitted to the PIU, which will
share them with ADKOM and the World Bank for comments.
Necessary qualifications

•
•
•
•
•
•
•

Relevant University Degree. Masters degree would be an advantage;
Minimum 5 years of relevant knowledge, skills, abilities and experience in communal
services management, financial management, water and wastewater municipal
management;
Previous experience in collecting and analyzing data on water and wastewater utilities;
Good understanding of national regulations pertaining to the environment, communal
services, and municipal accounting and financial management;
Good communication skills;
Very good computer skills (Word, Excel);
Fluency in Macedonian and excellent knowledge of English.

Working conditions
The Consultant should be ready to hold numerous meetings in the field. He/she will be
provided working place at PIU office, but it is expected that most of the time the consultant
will spend in the field working with CSEs.
Duration
According to the Loan Agreement the project will last till November 2017. The initial contract
with the consultant shall be conducted for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project.
The assignment will start immediately after contract is signed and expected to be completed
by March 31, 2013.
The consultant shall be engaged as part-time consultant. It is anticipated that he/she will
work approximately 50 man days over the period of a year. It is expected that the Consultant
will work “on demand” basis. The exact timing of the “on demand” services will be agreed
among the MSIP PIU and the Consultant.
An individual consultant shall be selected in accordance with the World Bank’s Guidelines:
Selection and Employment of Consultants by World Bank Borrowers, published by the World
Bank in May 2004, revised October 2006 and May 2010. www.worldbank.org.
The Contract shall be standard World Bank time-based Contract for small assignments also
in accordance with the WB Guidelines for Selection and Employment of Consultants’ by
World Bank borrowers.
Reporting
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The IBNET consultant will work closely with municipal CSEs and ADKOM. The Consultant
will report directly to the MSIP PIU Project Director. The consultant has to prepare and
submit to the Project director time-sheets to account the actual days worked on this
assignment. They will form a base for payment.
Deadlines for submission of individual reports on each CSE and aggregated report will be
set by the Project Manager.
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TERMS OF REFERENCES
FOR THE ADMINISTRATIVE /OPERATIVE ASSISTANT
Background
In order to improve transparency, financial sustainability and delivery of local services which
are essential for fostering local economic growth and improving living standards in the
Municipalities the Government of Republic of Macedonia has proposed the Municipal
Services Improvement Project (MSIP) to be financed by the World Bank.
The major objectives of the Municipal Services Improvement Project (MSIP) is to support
infrastructure investments of the participating municipalities and their communal service
enterprises, in the area of water supply, sanitation, and solid waste management, as well as
support for other functions such as energy efficiency, urban transport, urban planning, and
other services under municipal provision.
Scope of Services
The Objective of the assignment is to assist the PMU to:
•
•
•
•
•
•

•
•
•
•
•
•
•
•

Assist the MSIP Civil Engineers in quality assurance of the preparation of the necessary
preliminary and detailed engineering and design studies;
Assist the MSIP Civil Engineers to ascertain the compliance of the all investment project
proposals with the regulations and/or requirements of the respective ministries of the
Government and ensure that all necessary permits or licenses are obtained;
Assist the MSIP Civil Engineers in preparing the project documentation required for
approval of MSIP loan and grant financing by the MSIP Coordination Committee;
Assist the MSIP Civil Engineers in ensuring the preparation of project appraisal
documents in accordance with the criteria detailed in the OM;
Assist the MSIP Civil Engineers in evaluation of results of project appraisal documents;
Assist the MSIP Civil Engineers to conduct, in close coordination with PIU staff the final
appraisal of the technical, financial, and economic feasibility of the proposed
investments, including review of least cost alternatives, economic assessment
(calculation of IRR or NPV, cost-benefit analysis, etc);
Assist the MSIP Civil Engineers in carrying out site supervision of implementation of
investment projects and ensure the adequate management of contracts for works;
Support in organizing the PMUs' activities and procedures;
Coordinate and communicate with municipalities, ministries and other state bodies and
institutions whenever necessary;
Keep evidence of the entire Project documentation;
To update and maintain the MSIP website;
Assist in preparation and organization of meetings, as well as prepare the minutes from
the meetings;
Regular review of electronic information (web pages of the relevant institutions,
ministries, agencies etc), related to the project activities;
Any office assistance, operational and secretarial activities as requested by the Project
Director and the PMU specialists.
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Necessary qualifications
•
•
•
•
•
•
•
•
•

University Degree preferably in architecture or civil engineering;
Knowledge of relevant Macedonian construction law;
Experience in administrative and office work and ability to operate all general office
equipment;
Good coordination and organizational skills and teamwork spirit will be considered as
advantage;
Ability to maintain high level of accuracy in preparation and information and documents
proceeding;
Computer skills (Word, Excel, Power Point, Outlook, web);
Fluency in spoken English and knowledge of written English;
Excellent oral and written communication skills;
Driving license: B category.

Working conditions
The Administrative/Operative will be stationed in the MSIP premises in Skopje, but should be
ready to hold numerous meetings on the field and work under pressure. Payment shall be
made on monthly basis, in accordance with the Contract provisions.
Duration
The initial Contract shall be concluded for 1 (one) year and will be subject for possible
extension, based on the annual work evaluation, but not to exceed the duration of the MSIP
Project (till November 30, 2017).
Reporting
The Administrative/Operative specialist will work full-time within MSIP premises. The person
will report to the MSIP Project Director. The Administrative/Operative will submit to the
Project director monthly time-sheets to account for the actual days worked during the
calendar month.
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ANNEX 3.6. TEMPLATE FOR A SERVICE CONTRACT
SERVICE CONTRACT
FOR THE PROVISION OF WATER SUPPLY AND SANITATION SERVICES
IN THE LOCAL SELF-GOVERNMENT OF …………..
ENTERED INTO BY AND BETWEEN
THE LOCAL COUNCIL OF …..(LSG)
and
THE COMMUNAL SERVICES ENTERPRISE OF ….. (LSG)
CHAPTER 1
1

GENERAL PROVISIONS
Parties and Parties' representatives

The Parties of this Service Contract are:
•

The Local Council of ….. (LSG), hereafter referred to as the " Council", represented
by (name) acting pursuant to the Law of the Republic of Macedonia (reference)

•

The Communal Services Enterprise, hereinafter called the "Enterprise”, represented
by the Head of the Enterprise (name), acting pursuant to the CSE statutes approved
by the Local Council on (date)

2

Definitions

•

Local Self-Government – the administrative / political sub-division of the Republic of
Macedonia

•

Local Council – the elected body representing the interests of the population of the
Local Self-Government

•

Municipality – the executive body of the Local Council, under Mayor’s authority

•

Mayor – the elected head of the Municipality

•

CSE – the Communal Services Enterprise established and owned by the Local
Council

•

CSE Statutes – Articles of Association of the CSE, approved by the Local Council on
(date)
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•

CSE Board – the CSE governing body established in accordance with CSE statutes

Members of the Board should be selected by the Local Council among the civil society
for their interest and competencies
•

Centralized water and wastewater services – Production and distribution of potable
water through piped systems; collection, treatment and disposal of wastewater
through centralized systems; and related customer services.

•

Facilities – Water production, treatment, storage and distribution works, and works
for collection, treatment and disposal of wastewater.

•

CSE Business Plan – a 3-year rolling plan, updated annually, for the corporate
development of the CSE

It is essential that, in addition to the annual budget, a business plan be prepared to
identify long-term issues and solutions, including investment plan. Should it be 3 or 5
years?
3

Purpose and Objective of the Service Contract

The present Service Contract governs the relationship between the Council and the
Enterprise to permanently ensure the highest possible quality of water and wastewater
services at the most economic cost for the community of (LSG), and the optimum use of
the water and wastewater facilities assigned to the Enterprise by the Council.
4

Parties' competencies

4.1

In accordance with the Law of Macedonia, n° (reference) the Council is
responsible for the provision of water and sewerage services and for the
management and development of the water and sewerage facilities owned by the
(LSG).

Question: are the facilities owned by the LSG or the State (ownership of assets)?
4.2

The Enterprise has been established by decision of Council. According to its
statutes approved on (date), the Enterprise is a legal entity fully owned by the
Local Council, with the specific mission and licence of rendering water and
wastewater services.

5

Services to be provided

The Enterprise shall provide the following services:
•

The operation, maintenance and development of the water production and
distribution facilities, and the purchase of treated water, for the provision of drinking
water services to the population.

•

The operation, maintenance and development of the wastewater collection and
treatment facilities for the provision of sewerage services to the population

•

The collection of monies from the beneficiaries of the above mentioned services.

within the service area, as defined in Section 6 of this Contract, with full exclusivity.
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6

Service area

6.1

The services are rendered within the boundaries of the (LSG), as shown on the
attached map (Annex 1).

6.2

Any variation (extension or reduction) of the service area must be approved by
the Council.

7

Services from / outside the service area

7.1

Services to or from outside the service area include supply of raw or drinking
water, services to populations in nearby villages and towns, etc.

7.2

All services to or from outside the service areas must be based on contractual
agreements with the Enterprise.

8

Duration, amendment and termination of Service Contract

8.1

The present Service Contract is valid as long as both Parties fulfil their
obligations.

8.2

The present service contract may be amended from time to time, but not more
than once a year, on request from one party and approval of both parties.

8.3

The Service Contract may be terminated with a 12-month notice by decision of
the Council in case of:
•

Recurrent unsatisfactory performance or repeated non-respect of the
Service Contract provisions by the Enterprise, and written warnings from
the Council.

•

Change of the institutional framework for the provision of water and
wastewater services decided by the Council.

CHAPTER 2 RIGHTS AND OBLIGATIONS OF THE ENTERPRISE
9 Compliance with laws, regulations, orders, standards and norms
9.1

The Enterprise must at all times comply with the official laws, regulations, norms,
standards and recommendations of any nature affecting its activities, notably as
regards water quality, environment protection, and fire-fighting.

9.2

In particular, the Enterprise shall permanently maintain, update and renew its
licenses for the provision of the services included in this Contract.

Are the CSEs licensed for water / wastewater services , By whom ?
9.3

The Enterprise must promptly inform the Council of any evolution or change in the
legal and regulatory environment affecting its activities, and submit to the Council its
plans for complying with such evolution or change.

10 Enterprise organization and human resources
99

10.1

The Head of the Enterprise determines the organization and staffing of the Enterprise
for the performance of the Service Contract.

10.2

Recruitments are the responsibility of the Head of the Enterprise, in accordance with
the law, and within the approved budget limits.

10.3

The Enterprise shall prepare and implement a training programme, in accordance
with the provisions of the Business Plan.

11 Insurance
The Enterprise shall take out and maintain in effect during the performance of the Service
Contract, the obligatory insurances in accordance with the current law.
12 Assets
12.1

All water supply and sewerage fixed assets owned by the (LSG), and administered
by the Council, are assigned by the Council free of charge (?) to the Enterprise for
the duration of the services.

12.2

Fixed assets assigned to the Enterprise at the date of signature of the contract are
summarised in Annex 2.

At least a summary description of water and sewerage assets
12.3

The Enterprise must keep at all times a detailed and valued inventory of all fixed
assets assigned to it by the Council.

12.4

The Enterprise is fully responsible for the routine maintenance of all fixed assets
assigned to it by the Council.

12.5

The Enterprise must include in its Business Plan the specifications and costs of the
rehabilitation, replacement and development of fixed assets assigned to it by the
Council.

12.6

Fixed assets assigned to the Enterprise by the Council can be sold or disposed in
conformity with the requirements of the current legislation.

13

Operation and maintenance of facilities

13.1

The Enterprise must operate and maintain the facilities assigned to it by the Council
in accordance with the norms of the current legislation, so as to ensure the optimum
use of these facilities in terms of efficiency and lifetime, to optimise the operation and
maintenance costs, and to protect the environment.
The Enterprise shall meet the agreed operation and maintenance targets for the
performance indicators stated in the current Business Plan.

14

Water and wastewater quality

14.1

The Enterprise is fully responsible for complying with all relevant standards and
norms regarding:
a. the quality of drinking water supplied to the population
b. the quality of effluents discharged into the environment
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14.2

The Enterprise shall follow the instructions received by the official control
institutions regarding water and wastewater quality.

14.3

The Council can direct additional samples from independent public or private
registered laboratories, if required by the situation.

14.4

The Enterprise shall meet the agreed water and wastewater quality targets for the
performance indicators stated in the current Business Plan

15

Customer management

The legal link between the Enterprise and its customers is the "Customer Contract", which
provides the respective rights and obligations of the Enterprise and its customers.
The Enterprise shall update and complete the existing "Customer Contracts" (attached as
Annex 3) to all categories of customers within 6 months from the signature of the present
Service Contract.
The Enterprise shall keep a register of complaints from customers, stating the date, time and
nature of the complaint, and details on the actions taken and response time.
The Enterprise must at all times ensure an equitable treatment to all customers in the
service area, without any discrimination whatsoever, notably in terms of tariff, time for
connections, response time to complaints, etc.
The Enterprise shall meet the agreed customer management targets for the performance
indicators stated in the current Business Plan.
16

Subcontracting

16.1

Subcontracting any part of the Enterprise's core activities, i.e. production and
distribution of drinking water, collection and treatment of wastewater, and customer
management – related activities, is not allowed without the formal approval of the
Council.

16.2

Non-core activities can be subcontracted by the Enterprise without referring to the
Council.

17

Procurement

Procurement of goods and services by the Enterprise must comply with the national and
local regulations regarding procurement.
18

Tariff

The Enterprise shall prepare and propose changes and adjustments in tariff level and/or
structure in accordance with the Tariff Setting Methodology
The current methodology issued by the Ministry of Transport and Communication must be
improved (as suggested in ECA report)
19

Budgets

19.1

The Enterprise shall prepared annual budgets for its operations and investments, to
be submitted to and approved by the Council..
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At present, CSE are preparing “financial plans”, something between a budget and a
business plan.
19.2

The Enterprise shall monitor the implementation of these budgets, and report to the
Council through the mid-year and annual reports.

20

Accounting and auditing

20.1

The Enterprise shall keep accurate and systematic accounts in respect of the
services and the present contract in accordance with Macedonian Accounting
Standards adapting the accounting reports to the International Accounting Standards
(IAS).

20.2

The Enterprise shall maintain separate accounts for the water supply services, the
sewerage services, and the whole of water and sewerage services.

20.3

The Enterprise's accounts shall be prepared and audited in accordance with the
legislation by a registered auditor, within the legal timeframe.

21

Planning

21.1

The Enterprise shall prepare a 3-year (or 5-year?) rolling Business Plan to be
submitted to and approved by the Council.

21.2

The Business Plan shall cover all areas of the Enterprise activities, including
operation and maintenance, investment, accounting and finance, legal matters,
customer management, human resources, etc.

21.3 The Business Plan shall include clear strategies and objectives for the Enterprise, and
annual targets for selected performance indicators, reflecting the quality and levels of
service, as well as the management performance of the Enterprise.
21.4.1 The Business Plan shall include a medium and long-term capital investment plan,
including all rehabilitation, replacement and development of assets.
22

Reporting

22.1

The Enterprise shall prepare and deliver through the Board the following reports to
the Council on agreeable formats:
•

Before January 31

The annual report, providing all relevant information on the Enterprise activities and
performance (through indicators and targets as agreed in the Business Plan), as well
as the budget execution for the past year
•

Before June 30

The Enterprise audited accounts.
•

Before July 31

The mid-year report, providing all relevant information on the Enterprise activities and
performance (through indicators and targets as agreed in the Business Plan), as well
as the monitoring of the current budgets
•

Before September 30:
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- The budgets for the forthcoming year
- The updated 3-year (5-year?) rolling Business Plan , including the Capital
Investment Plan.
22.2

Specific reports will be prepared and submitted to the Council by the Enterprise on its
own initiative or on the Council’s request.

CHAPTER 3 RIGHTS AND OBLIGATIONS OF THE LOCAL COUNCIL
23

Enterprise Head

The Head of the Enterprise is nominated by the Chairman of the CSE Board.
At present, the Head of the CSE is nominated by the Mayor, at his/her full discretion
The Contract of Employment between the Board and the Head of the Enterprise shall refer
to the achievement of the Business Plan objectives.
If justified by the poor management and performance of the Enterprise, the Local Council
may recommend to the Board to issue warnings to the Head of the Enterprise, or
recommend terminating his/her contract.
24

Monitoring and supervision

As the executive body of the Local Council, the Municipality shall monitor and control the
activities and performance of the Enterprise within the framework of this Contract.
The Municipality shall review the reports and audits submitted by the Enterprise as specified
in section 22 above, and give its conclusions and recommendations to the Enterprise.
25

Investment

The Council shall review and approve the Capital Investment Plan prepared by the
Enterprise within the Business Plan.
The Council shall support the Enterprise's efforts for accessing national or international
financing and subsidies.
If requested, the Council shall guarantee the loans to the Enterprise for investments planned
in the approved Capital Investment Plan.
Important to include here the obligations of the CSE in terms of MSIP loan repayment.
26

Tariffs

The Council shall approve tariff changes proposed by the Enterprise within one calendar
month, in accordance with the Tariff Setting Methodology.
Council’s rejection or amendment of tariff change proposals shall be duly and officially
documented and justified.
The Council that by its decision sets the tariffs for the services lower than economically
grounded costs on the services provided, shall compensate the difference between
approved tariffs and the economically grounded costs on the defined services provided from
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the local budget during 3 months after getting the statement on compensation from the
Enterprise.
CHAPTER 4 – RELATIONSHIP BETWEEN PARTIES
27

Within the framework of the Service Contract, the Head of the Enterprise or his/her
representatives will report to the Municipality.

28

Except in exceptional circumstances, the Local Council and the Municipality will not
interfere in the daily operations of the Enterprise, as well as in its organization and
staffing.

CHAPTER 5 SETTLEMENT OF DISPUTES
29 Amicable settlement / arbitration
29.1

The Parties shall endeavour to resolve disagreements by way of negotiation and
amicable settlement.

29.2

Should the Parties fail to resolve a dispute through amicable settlement, the Parties
should refer the case to the Business Arbitration Court of (name), and, in final
instance to the (name).

ANNEXES
•
•
•

Annex 1Service area (map)
Annex 2 Assets (summary)
Annex 3Customer service contract

Authorized signatures:
______________________________

______________________________

Chairman of Local Council

Chairman of CSE Board

"___" ____________ 200_

"___" ____________ 200_
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ANNEX 4.1 GUIDELINES FOR FEASIBILITY STUDIES
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INTRODUCTION
These guidelines aim at establishing a procedure to follow in view of producing feasibility
studies including all the necessary information for the correct realization of sub-projects. The
sub-projects can be of different types. Those included into the MSIP are mainly infrastructure
projects of water supply, distribution and treatment, wastewater collection and treatment, solid
waste collection and treatment, street lighting and cleaning, parks, and markets creation or
rehabilitation. The feasibility studies of course have to be adapted to the corresponding subprojects but the core structure of a feasibility study always stays the same. This document will
present one appropriate structure.
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PROJECT DESCRIPTION

GENERAL INFORMATION ON THE MUNICIPALITY
Here should be found a general description of the municipality or agglomerate of municipalities
the sub-project is taking place in. This part includes a location map of the municipality within the
Republic of Macedonia and basic data on the municipality: size, number of inhabitants and of
important settlements, historical and geographical contexts and main points of interests.
DEMOGRAPHIC AND ECONOMIC PROFILE

This part should include:
 a demographic table based on the last census containing data on demography,
infrastructure, education, economy, employment, public spending and politics;
 Age repartition
 Gender repartition
 Urban – rural repartition
 Minorities repartition
 Employment repartition
 Description of the economic activities distributed between the 3 principal sectors with
attention to the specificities of the area concerned.
 Relevant extracts of the Local Economic Development Plan
GENERAL DESCRIPTION OF PROJECT
This part should include a general description of the project:
 why the project is made, following which studies, which policies and included in which
global plan;
 where the project will take place – maps recommended - and the number of inhabitants
and size of the area which will be impacted by the project;
 thorough and precise analysis of the existing situation sustained by numbers, quantities,
maps, schemes and sketches when relevant (efficiency of the current system, problems
encountered…);
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 analysis of the future situation based on justified assumptions and sustained by
numbers, quantities, maps, schemes and sketches when relevant (future water demand,
urban development on a new area creating the necessity for new utilities and services,
increase in population density incurring an augmentation of waste to be collected and
disposed in an area, changes in the economic or social dynamics, …);
 the defined goals of the project sustained qualitatively and quantitatively;
 what the project consists of (replacement of pipes, investment in new trucks for waste
collection, lamps replacement…) sustained by numbers, quantities, maps, schemes and
sketches when relevant. In case of multiple scenarios, all must be described in such
way. If only minor changes differentiate the scenarios, the statement of those might be
sufficient.
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SOCIAL IMPACT OF PROJECT
This part must follow the document ‘Social Development Outcomes’ (see Appendix 4.2)
redacted by the World Bank.
In case of multiple scenarios: as many sociological studies are needed as scenarios which can
have different social impacts.
SOCIOLOGICAL STUDY
A sociological study of the impact of the project must be carried out by an expert of the field and
must answer the Five Entry Points procedure described in the afore-mentioned document.
Those five entry points are:
 Social diversity and gender
 Institutions, rules and behavior
 Stakeholders
 Participation
 Social risk
The sociological study must be performed on the field and include surveys, meetings with focus
groups and interviews with the relevant institutions and groups. At the very least, it should
include face-to-face interviews with the municipal top 4 or 5 officials (mayor, three councilors
and general manager of the public utility companies…).
This interview can be carried out through this set of questions:
o

Which are the development priorities of the city/municipality, according to the
opinion of the municipal officials?

o

Which are the development priorities of the citizens of the municipality?

o

How many of the citizens are direct beneficiaries of the project?

o

Are the citizens fully informed of the projects, its goals, costs and consequences?

o

Which of the shareholders are more influential in the process of decision making
at the local level?

o

Which of the stakeholders support, are indifferent or are against the loan project?

o

Does the project cause a feeling of inequality among the citizens and do the
citizens feel that a minor group imposes the project in order to get some personal
or group benefits by its realization?
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o

Are the citizens ready to participate directly in the projects?

o

Does some group, organization or institution might cause some problems in the
realization of the projects?

o

In case such problems appear in the realization of the project, how to solve
them?

o

Could there be some technical or/and economic obstacles and difficulties in the
future realization of the projects or in its maintenance after the completion of the
construction phase?

o

Which would be the real assumptions to adopt for a correct realization of the
project?

OTHER FIELDS OF CONSIDERATION
Depending on the sub-projects, some other fields might have to be answered: improvement on
health or in quality of living, increase in the quality of the service… Those might require specific
additional studies.
The other fields especially concern the beneficial impacts of the project, that could then, if
quantifiable, being taken into account in the cost benefit analysis of the sub-project.
RESETTLEMENT ISSUES
Special attention has to be given to the resettlement issues linked to the projects. It is the
reason why maps of existing and projected situation are critical to a good completion of the
projects.
See ‘Resettlement policy framework’ in Appendix 4.8.
CONCLUSION ON THE PROJECT POTENTIAL SUCCESS AND RECOMMENDATIONS
Here must be analyzed and discussed the potential social success of the project. A project
cannot be carried out without a positive conclusion on its social success and without a good
resolution of all the resettlement issues.
Recommendations on the social aspect have to be made here: better communication on the
project for the citizen and institutions…
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ENVIRONMENTAL IMPACT OF PROJECT
In case of multiple scenarios: as many mitigation and monitoring plans are needed as scenarios
which can have different environmental impacts.
MITIGATION PLAN
The mitigation plan must be established according to the ‘Environmental Assessment
Guidelines’ (see Appendix 4.5).
Must first be identified the adverse environmental impacts of the projects, in which phase of the
project they expressed themselves and can be avoided (design, construction, after completion),
and then the corresponding mitigations measures.
MONITORING PLAN
The monitoring plan must be established according to the ‘Environmental Assessment
Guidelines’ (see Appendix 4.5).
Must be identified the type of issue to monitor, where this issue occurs, how and when to
monitor it, what is the qualitative cost of its monitoring and who is responsible for this
monitoring.
LOCAL ENVIRONMENTAL ACTION PLAN
If the local environmental action plan is available, if the sub-project is included in it, and if it is
relevant for the sub-project, produce it here.
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TECHNICAL SOLUTION
This part depends mostly on the quality of the sub-project’s detailed design. The better the
detailed design is, the shorter is this part.
In case of multiple scenarios: for each scenario, the technical solutions must be described,
analyzed, discussed, evaluated and amended. If only minor changes differentiate the scenarios,
the statement of those and of their impacts might be sufficient after having treated the most
characteristic scenario.
DESCRIPTION
The technical aspects of the project which have not been mentioned or fully discussed in part II
have to be described here.
It is not useful to be too specific if it is not relevant for the technical solution’s part: if there is no
issue to solve or clarification to be made.
ANALYSIS, EVALUATION AND POTENTIAL AMENDMENTS
Here the technical solution has to be evaluated. The problems, inaccuracies, errors or lack of
clarity encountered in the project’s detailed design have to be discussed and solved.
Must be quantified and if necessarily recalculated the projected benefits of the project. This will
be then used in the Financial and Cost Benefit Analysis.
CONCLUSIONS AND RECOMMENDATIONS

Here must be discussed the general quality of the design, eventual studies to correct the design
or complementary studies that are necessary and could not be integrated into V.B. (for time,
competency or financial reasons), the relevancy of the assumptions that have been made and
their impact on the technical success of the project, and recommendations for slight changes in
the project design.
In case of multiple scenarios: here must be discussed, analyzed and sorted by quality of
technical solution the different scenarios.
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FINANCIAL ANALYSIS
In case of multiple scenarios: as many financial analyses are needed as scenarios which can
have significantly different financial results.
If only minor changes differentiate the scenarios, the statement of those and of their financial
results might be sufficient after having treated the most characteristic scenario.
PROJECT COST
Here must be placed a summary table of the principal fields of the project’s costs: design,
geotechnical study, earthwork, installation…
The costs before and after VAT must be specified and the costs will preferably be expressed in
the local currency and then converted into EUROS.
REPAYMENT OF THE LOAN
Here must be established at least one plan of repayment of the loan.
First must be stated the conditions of the loan: amount, interest rate, duration of the loan, grace
period and expected annual payment amount.
The amount of the loan might be different than the project’s cost, depending on the conditions of
the loan expressed by the Ministry of Finances: for example if the costs for design and
supervision or of the VAT can be included in the loan or not.
Then the plan on the overall period of the loan must be incorporated into a table that has to
specify year by year the actualized principal amount, the portion of repayment due to the
interests and the actual amount being repaid.
REVIEW OF CSES ACCOUNTS
When the CSE of a given municipality is involved in a sub-project presented to MSIP, here must
be reviewed and discussed its accounts, especially those in relation with the sub-project (in
case of separate accounting). It must be carried out on the three previous years.
In general, it is a way of assessing the financial viability of the CSE, its institutional development
and the way the project will beneficially (and detrimentally) impact it.
ANALYSIS OF THE FINANCIAL FEASIBILITY OF THE PROJECT
The overall financial analysis (as well as the Cost Benefit Analysis based upon it) is established
on a savings’ perspective between the situations before and after the projects.
The analysis is focused on the sub-projects in themselves rather than on the borrowing entity.
Those savings are compared to the investments materialized by the loan’s annual payments.
From this point are calculated the Internal Rate of Return and the Net Present Value. A project
is considered acceptable if:
 IRR> 5%
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 NPV>0
However, it must be noted that the type of projects included in the MSIP, as being for Municipal
Services and with actual benefits hardly quantifiable (health improvement, lighting improvement,
service improvement…) and thus difficult to include into the calculations, most of the times do
not qualify for these standards.
Time horizon
The time horizon usually used for a feasibility study corresponds to the duration of the loan
granted to the municipalities or CSEs, grace period included. It can for example be of 13 years,
with 3 years of grace period and 10 years of reimbursement of the loan.
The length of the time horizon is of the same order of magnitude than the estimated useful life of
the investment (usually more than 50 years for water projects, ) of an infrastructure project.
Limitations of the analysis
Here must be described the various problems encountered during the realization of this analysis
and which could make it limited: exactitude of the information gathered and of the assumptions
previously made that could have an impact on the FA, difficulty in differentiating the bearer of
the impacts of the project, assumptions made in the FA...
Initial investments
The initial investment is usually equal to the amount of the loan.
The approach usually selected considers the initial outlay as not being equal to the initial
investment in fixed assets, but to the discounted value of the debt repayment. The rationale for
this is the fact that the municipality (or the CSE) does not make the initial investment, but they
borrow this amount and repay the debt on more than a decade. Therefore, the investment cost
to the municipality (CSE) is equal to the discounted value of the future debt payments.
Projection of operating cash flows
For the projections we use the nominal values of the revenues and costs, disregarding the
possible changes in the currency rates. This is justified by the fact that the Government has
taken on itself the currency risk, while the municipality (CSE) will repay the debt in denars.
Assumptions
As we are dealing with Municipal improvement projects, we have to take a number of
assumptions on the project such as the increase in population, because the revenues and
savings due to the project will directly be influenced by it. All the assumptions have to be yearly
rates of increase or decrease.
As examples, it can concern the growth of the population (for a project linked with consumption)
and/or of GDP, rate of utilization of services and other relevant rates.
See the analysis of the future situation and assumptions made in II.C.
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Main revenues (benefits) from the project
In order to assess the financial feasibility of the project, here must be listed the revenues and
savings that are a direct result from the project operations. They must be detailed, sustained
and resumed yearly in a table following the time horizon of the project.
See the benefits of the project in II.C.
Operating costs
Here must be listed the additional operating costs that are a direct result from the project
operations. They must be detailed, sustained and resumed yearly in a table following the time
horizon of the project.
See the benefits of the project in II.C.
Other assumptions
Residual value
The residual value reflects the net benefits from the project after the period of projection. It is
usually appropriate to use the method of capitalization of the future benefits.
Here must be detailed and explained the reasons for the choice of the residual rate.
Income tax
Here must be explained the reasons for the choice of the income tax rate on the additional
revenues.
Note that the impact of the income tax on the additional revenues could be disregarded because
most of the times (and if the project concerns the CSEs), the overall cash flow of the CSE will
still be negative. However, as a project point of view has been adopted, the inclusion of the
income tax in the calculations is relevant.
Discount rate
The projected cash flows will be discounted using the cost of capital.
For most of the projects, the only source of financing will be the loan from the World Bank,
notably because the project might have to be adjusted to fit the loan’s envelope. Thus to adopt
the discount rate of 10% the World Bank usually uses in project’s appraisal makes sense.
Others
Other assumptions can be adopted and thus discussed here, as can be for example the
evolution of the price of the service and the price this service costs to be made.
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Results of the financial analysis
Here must be summed up and discussed the results of the financial analysis through the two
indicators IRR and NPV.
Must also be included here the calculations’ tables.
Sensitivity analysis
The sensitivity analysis is based on the previous tables of the financial analysis.
Its usefulness resides in the analysis of the IRR and NPV indicators depending on variable
parameters. We mainly make the benefits and the costs generated by the project vary from 10% to +10%.
It enables the consideration of the consequences on the project’s financial aspect if the project
goes a little astray compared to the predictions made at the beginning.
Must only be summarized in a table here the results of this sensitivity analysis. Those results
must be discussed.
Financial Impact of sub-project on CSE
Here must be discussed the impact of the sub-project on the CSE’s finances, especially if the
CSE will have the necessary funds for future operation and maintenance. For example, for
water projects it might be a mean to estimate the price the water should be sold for the CSE to
attain balance of budget. It must be based on the data in VI.C.
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COST BENEFIT ANALYSIS
In case of multiple scenarios: as many cost-benefit analyses are needed as scenarios which
can have significantly different economic results. If only minor changes differentiate the
scenarios, the statement of those and of their economic results might be sufficient after having
treated the most characteristic scenario.
In case of multiple scenarios and if there are important factors (goals) which cannot be valued
monetarily, please refer to G. Cost-effectiveness analysis.
GENERAL INFORMATION
This section of the study will provide a different view on the feasibility of the project. Unlike the
traditional financial feasibility which concentrates on the profitability of the project, this approach
tries to measure the broader impact of the project on the community through the identification
and quantification of all its impacts. In other words, it is not only the financial profitability that
matters when public projects are concerned, but all their positive and negative impacts that
influence the welfare of the community members. Very often these projects are financially
unacceptable, but their broader net-positive impact justifies the utilization of the public funds.
Purpose
The purpose of this section is to identify, quantify and value all project impacts, when the project
is looked at in a broader social context. The cost-benefit analysis is based on the financial
appraisal, but is extended with the inclusion of the relevant and exclusion of the irrelevant items.
However, it must be noted that the quantification and especially the valuation of some of these
impacts is a very complicated task which requires the use of additional resources, highly-skilled
experts and a lot of time, and even if numerous studies and papers cover the grey area of
beneficial and detrimental social impacts of a project and the means to evaluate its
corresponding social costs, for most no definite way of evaluation has been brought to light.
Health benefits are an example of the social impact of a project very difficult to take into
account, even though it can be the main reason for the realization of a project.
Therefore, the goal here is to go as far as possible in the implementation of a full cost-benefit
study, although some of the items will have to be included only descriptively.
Scope
At the beginning it is necessary to define the scope of the cost-benefit study.
The Financial analysis was based on a project point of view.
For the Cost Benefit analysis, the approach is to look at the project from a broader social point
of view, so here must be defined the boundaries of the ‘’society‘’. Since it is usually a project
within a municipality acting as a borrower, it is often appropriate to take the point of view of the
municipality.
This means that usually only the positive and negative impacts of the project within the
municipality will be considered, despite the apparent impossibility to limit the spillover of these
impacts in the broader community.
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IDENTIFICATION OF THE RELEVANT COSTS AND BENEFITS
Costs
Must be listed and detailed here the costs of the project. They are, in the cost-benefit analysis,
all those items that represent usage of various resources, but also all the negative external
impacts of the project which have not been accounted for in the financial appraisal.
The main cost of the project is the investment outlay. It can be supplemented by operational
costs and social costs.
If applicable and depending on the scale and nature of the project, the social costs due to the
project have to be integrated here. It can be social disturbance during the works (noise,
traffic…) or because of temporary or permanent expropriations…
Quantifiable Benefits
The quantifiable benefits must be listed and detailed here, as well as an explanation on how
they will be included into the Cost Benefit Analysis calculations.
Unquantifiable Benefits
The unquantifiable benefits must be listed and detailed here, as well as an explanation on why
they are not quantifiable. It must be noted that it is not because they are unquantifiable that they
are not important.
For example, such unquantifiable benefits can be an improvement in the general quality of life
or of the service in the project’s zone of impact: positive health impact of the project,
improvement in lighting or water quality…
VALUATION OF THE COSTS AND BENEFITS
The cost-benefit analysis will be built upon the financial appraisal of the project. Any irrelevant
items from the economic point of view are excluded, while the impacts relevant from the
society’s point of view will be included. When possible, the items are measured and valued
using economic values (accounting prices). The items previously valued at market prices will be
revalued using their economic values if relevant.
The main principles to be used in the appraisal of some specific items are given below.
Costs
The constructions costs have to be revalued using conversion factors. This revaluation depends
mainly in Macedonia on the type of works, skilled or unskilled labor. For example, high qualified
works keep their original value because it is a scarce resource in Macedonia (CF of 1). For
unskilled labor, as it is proficient in Macedonia, its economic cost is less than its financial cost
(CF<1).
All the different posts identified in VI.A on the project costs must revalued this way. All
revaluations have to be explained. See templates in Appendix for examples.
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Because of the point of view adopted in the cost benefit analysis, the VAT component must not
be taken into account.
Here has to be displayed a table including the revaluation of all the posts of construction.
The other costs (operational) also have to be revalued following the same model.
Benefits
As for the costs, the benefits have to be revalued through conversion factors according to the
true economic value of their components, being labor force (see Costs), or the true value of
water for example.
This requires quite an insight on the CSE’s and municipality’s accountancy, to be able to assess
the real costs of their services, as well as on international costs of goods as electricity. The
latter will be needed to set the conversion factors.
For an example, please report to Kocani’s feasibility study in Appendix.
OTHER ASSUMPTIONS
Discount rate
As for the financial analysis, it makes sense here to use the 10% discount rate employed by the
World Bank for their project appraisal.
Treatment of taxes
Since tax payments represent transfer payments, they are excluded from the analysis.
Criteria for evaluation
The Economic NPV and the Economic IRR are calculated on the basis of the projected flows of
costs and benefits. In order for the project to be acceptable from society’s point of view, the
ENPV should be positive and the EIRR should be higher than the weighted average cost of
capital (from the ToR: World Bank 5%, others 0%).
RESULTS FROM THE COST-BENEFIT ANALYSIS
Here must be summed up and discussed the results of the cost benefit analysis through the two
indicators EIRR and ENPV.
Must also be included here the calculations’ tables. (See templates in Appendix for examples).
SENSITIVITY ANALYSIS
The sensitivity analysis is based on the previous tables of the cost-benefit analysis.
This sensitivity analysis is done on the same scheme than in the financial analysis.
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COST-EFFECTIVENESS ANALYSIS
This part aims at differentiating scenarios on a cost-results basis.
When benefits cannot be expressed in monetary values in a meaningful way, a costeffectiveness analysis (CEA) should be carried out to assist in making effective decisions. A
CEA calculates cost-effectiveness ratios of different scenarios and then compares the resulting
ratios so that the most efficient option is chosen.
The cost-effectiveness of a scenario is calculated by dividing the present total cost of the
scenario by the present value of a non-monetary quantitative measure of the benefits it
generates. The ratio is an estimate of the amount of costs incurred to achieve a unit of the
outcome.
For example, in a scenario aiming at the improvement of safety is calculated the ratio between
the present total costs of the works and the number of persons which should not get injured
thanks to the works.
This method still requires the quantification of results, even if not in monetary terms, so data
relative to the set goals must be acquired.
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RISK ANALYSIS
In case of multiple scenarios: as many risk analyses are needed as scenarios which can have
significantly different results.
If only minor changes differentiate the scenarios, the statement of those and of their risks might
be sufficient after having treated the most characteristic scenario.
Here must be analyzed, discussed and assessed the different risks identified in the previous
sections
They can be divided into two parts:
 Technical and implementation risks factors, including the risks due to project preparation
and the risks due to project implementation: assumptions made, data that are not
entirely consistent or cannot be verified or precisely assessed risks due to works…
 Financial and cost-benefit analysis risk factors: mainly the assumptions and unreliable or
vague data from the municipalities and CSEs.
Those can be summed up in a table with an indicator of their importance and a proposed
mitigation measure (if applicable).
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CHOICE OF SCENARIO
In this part must be recommended the adoption of one scenario over the others. This choice
must be founded on the previous parts’ results and complementary considerations.
One way to make the choice would be to attribute a mark (Result i) to all the scenarios for each
goal set for the project (little social and environmental impacts, simple and available works,
good financial and cost-benefit results, few risks, energy savings, maintenance savings, cost
within the capacity of loan of the municipality, high safety…) and give to each of these goals a
weight factor (CFi). The scenario chosen will be the one with the higher result in:
Numberofgoals

∑ CF X Re sult
i =1

i

i

The weight factors (CFi) attributed to the goals are greatly important, they must be chosen with
most care.
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RECOMMENDATIONS
Final recommendations – general or by scenario – are made here. They have to be followed to
improve the overall quality of the feasibility study and for a good appraisal of the project.
Recommendations can also be made on the general organization of the municipalities, CSEs.
For example, they can be asked to improve their return on billing.
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ANNEX 4.2 GUIDELINES FOR SOCIAL ASSESSMENT

Social Development Outcomes

125

TABLE OF CONTENT
A.
DEFINITIONS...................................................................................................................... 127
1.
Social inclusion .......................................................................................................127
2.
Empowerment ........................................................................................................ 127
3.
Security ..................................................................................................................127
B.
SOCIAL ANALYSIS .............................................................................................................. 129
1.
Definitions ...............................................................................................................129
2.
Macro-Social Analysis - Poverty and Social Impact Analysis (PSIA), .......................129
3.
Social Analysis at project level ................................................................................ 130
4.
Social Assessment..................................................................................................130
C.
ENTRY POINTS FOR SOCIAL ANALYSIS ................................................................................. 132
1.
Social diversity and gender ..................................................................................... 132
2.
Institutions, rules and behavior ................................................................................ 134
3.
Stakeholders...........................................................................................................135
4.
Participation ............................................................................................................ 137
5.
Social risk ...............................................................................................................138

126

DEFINITIONS
The social development outcomes of individual projects fall under the following three headings:

Social inclusion
Social Inclusion is the removal of the institutional barriers and the enhancement of the
incentives to increase access of diverse groups and individuals to development opportunities
(access to development opportunities)
Social Inclusion measures can include:
 Access to public goods and services generated by the project
 Access to market opportunities created by the project
 Access to information
 Addressing the separate needs of men and women in the project

Empowerment
Empowerment is the enhancement of assets and capabilities of diverse individuals and groups
to function, engage, influence and/or hold accountable the institutions that affect them.
Empowerment measures can include:
 Enhancement of physical or financial assets
 Strengthening of capabilities in the form of human or social capital
 Increased voice and participation in the project
 Increased transparency and accountability

Security
Security includes improved management of social risks arising out of development
interventions.
Security measures can involve:
 Mitigation of adverse impacts of resettlement
 Security of property
 Rule of law
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 Addressing social tensions and conflict
 Post-conflict reconstruction
 Increased social cohesion/ social reintegration
 Improved access to the judicial system
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SOCIAL ANALYSIS
Definitions
Social analysis during project preparation and appraisal focuses on the opportunities and
constraints, and the likely outcomes, impacts and risks of a project. It asks whether the social
benefits and outcomes of the project have been made clear and then determines whether the
opportunities offered by the investment outweigh the social costs. It can help to identify social
groups that may be excluded from project benefits It also assesses alternatives to the project
and provides inputs to feasibility studies and design.
The Bank's instruments of Social Analysis include:
(1) upstream macro-social analysis, undertaken by the Bank as inputs into the Country
Assistance Strategy (CAS), or to support policy formulation and sector strategies;
(2) project-level social analysis, undertaken by the Bank for sociological appraisal of the
opportunities, constraints and likely impacts as an integral part of project appraisal, to
examine whether the project's likely social development outcomes justify Bank support; and
(3) social assessment, undertaken by the Borrower to incorporate stakeholders' views into the
project design and to establish a participatory process for implementation and monitoring.
For a distinction between Social Analysis and Social Assessment, see Figure 1

Macro-Social Analysis - Poverty and Social Impact Analysis (PSIA),
The social analysis agenda of the Bank has become increasingly more systematic and
upstream which is efficient and potentially offers cost savings to the client. Among the many
approaches that “macro social analysis” can adopt, several are applicable to Bank-supported
urban operations that involve policy or regulatory reform, such as Poverty and Social Impact
Analysis (PSIA),
PSIA
examines the distributional impact of policy reforms on the well-being of different stakeholder
groups, with an emphasis on the poor and vulnerable.
incorporating social development into development strategies, sector reforms, policy dialogue,
or Bank-financed policy lending
utilizes multiple social and economic analytical tools.
is conducted upstream to inform the design policies and sector strategies, and
addresses both the risks to their implementation and the risks their implementation may create.
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Social Analysis at project level
Social analysis is undertaken by the Bank, and can help design and implement a projectspecific social development strategy to achieve one or more of social development outcomes.
Social analysis does so by:
examining the social opportunities, constraints and likely impacts relevant to the project;
assessing the role of beneficiaries in project design and implementation;
helping to explicitly identify and monitor the project’s expected social development outcomes
and social risks.
These outcomes are achieved by measures that:
increase access of the poor to markets and public services,
increase the social and economic assets and the capabilities of the people, especially the
vulnerable and the poor,
mitigate adverse impacts and address social tensions and conflict,
increase the accountability of public institutions to citizens.

Social Assessment
Social assessment is the instrument the Borrower uses to analyze social issues and solicit
stakeholder views for the design of Bank-supported projects. Through a social assessment, the
Borrower
weighs the likely social benefits and costs of proposed projects.
identifies key stakeholders
ensures an appropriate framework for their participation and helps to involve and give voice
to the poor.
makes the project responsive to social development concerns.
In many projects, social assessments provide a framework for beneficiaries to participate in the
project's preparation, implementation and monitoring. Social assessment assists in reaching the
vulnerable and the poor and ensures that the project objectives are acceptable to the intended
beneficiaries...
Social assessment is analytical. It uses the five entry points of social analysis as described in
C).
It is process-driven. It facilitates continuous feedback from beneficiaries and stakeholders during
preparation and implementation.
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It is operational. It combines analysis of the socio-cultural and institutional context with
stakeholder consultations to generate operational recommendations for the project.
Social assessment facilitates the systematic participation of relevant stakeholders in project
design and/or implementation. During implementation, it increases the likelihood that those for
whom the project is intended benefit from an equitable access to the development opportunities.
By operationally gathering and analyzing relevant information, social assessment allows the
Borrower -Municipality- to articulate the project’s social development outcomes and impacts and
to establish meaningful indicators and systems to monitor and evaluate them. Those
responsible for social assessment on the Borrower’s side examine project design and the
institutional arrangements surrounding the project. In order to enhance equitable access to
project benefits, they may recommend modifications of those arrangements or even suggest
new institutional structures for project implementation. In some cases, a social assessment may
lead to redesigning the project.
• Plan the social assessment as an integral part of project formulation.
• Clarify the project’s social development outcomes.
• Identify and assess social safeguard issues relevant to the project.
• Identify sources of information for analyses of social diversity, institutions, stakeholders,
participation and social risks, and additional data-collection methods.
• Assess the significance of social diversity and gender issues.
• Examine formal and informal institutions that may bear on the project’s social development
outcomes, and the informal rules and behaviors of those institutions.
• Examine the interests and influence of key social and institutional stakeholders.
• Examine key stakeholders’
implementation.

opportunities

for

participation

in

project

design

and

• Assess the social risks, including likely adverse impacts and uncertainties that might affect the
project’s objectives.
• Drawing on the above, formulate a strategy to include intended beneficiaries, especially the
vulnerable and the poor, in project benefits; recommend institutional arrangements to
achieve the project’s objectives and social development outcomes; prepare a participation
plan for the project; and develop indicators to monitor inputs, outputs, processes and social
development outcomes of the project.
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ENTRY POINTS FOR SOCIAL ANALYSIS
Social reality, like economic reality, is complex and can be approached from many different
angles. Five “entry points” for social analysis are usually used as common framework for social
analysis. The entry points are not intended as a checklist, they represent a framework for
examining related dimensions of social reality. By combining those dimensions a wholly different
view of social reality emerges, one that is greater than the sum of its parts.
Depending on the circumstances and context of a particular project, the scope of social analysis
may be restricted or expanded. Some entry points may be more salient than others.
If the five entry points of social analysis are properly used, then the resulting social analysis will
enable task teams to plan their projects with a full understanding of its complex social
environment. Teams will have a clear map of the socio-cultural barriers and bridges to project
goals, a good sense of the institutional arrangements and resources they will need and a set of
indicators against which to measure their success in meeting the project’s development
objective.
The description of the five entry points is subdivided into three parts:
 An overview of the entry point, defining broadly its line of actions;
 A project’s view, explaining its use and relevancy into a project social assessment;
 A set of questions to explore during project preparation and to consider during project
design and appraisal. The exact nature of the questions will invariably need to be
adapted to the country context and the nature of the project. If the task team feels that
the information is sufficient to complete the social analysis for the project, they may draw
on this information when considering the project’s design and institutional arrangements.
If the task team finds many unanswered questions, the best solution is to advise the
Borrower-Municipality early during project preparation to undertake a social assessment.

Social diversity and gender
Overview
Social analysis first examines how people are organized into different social groups, based on
the status ascribed to them at birth—according to their ethnicity, clan, gender, locality,
language, class, or some other marker—or on the status or identity they have achieved or
chosen—civil servant, industrial laborer, white collar worker, environmentalist.

Project’s view
All societies are composed of diverse social groups that may be identified on the basis of
gender, ethnicity, religion, age and culture, as well as “spatial” (geographic) and economic
characteristics. These social categories are important to investigators for the simple reason that
they are important to the people who use them to define themselves and their neighbors. They
can form the basis for vested interests, provoke or restrain action, and determine access to
opportunity. People have no choice about some social categories. Gender, age, ethnicity,
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language, race and religion are among such ascribed categories. If you are a 70-year-old man
of a certain clan, you are an “elder”—this is not a matter of choice. But social diversity also
includes achieved categories, such as those based on occupation, other social roles, or
membership in social movements. In reality, individuals—and occasionally groups—do “cross
over” from one social category to another and the degree of social mobility can be a good
indicator of social development. With increasing inter-ethnic marriages, even ethnicity has
become fluid in many societies, and occasionally the gender barrier is also crossed. Moreover,
how people and groups perceive themselves, and their relationship with others, does not always
match how they are perceived by others.
Ascribed

Mixed

Achieved

Age

Language

Citizen/Migrant

Caste

Native/Immigrant

Education

Ethnicity or Race

Religion Spatial/Geographic

Ideology

Gender

Location

Land-Ownership

Disability

Occupation/Livelihood
Urban/Rural

A good analysis of diversity and gender:
 reveals the lines along which a society is organized.
 identifies how social diversity affects opportunities for development effectiveness;
 generates indicators to be monitored during project implementation
If the project intends to address issues of diversity, its monitoring systems should disaggregate
beneficiaries and other relevant social actors on the basis of gender, age, ethnicity, location and
other characteristics. Because it identifies social groups, analyzes the relations among them,
gauges constraints to opportunity, and defines indicators sensitive to social diversity, the
analysis of social diversity and gender is an important step toward a complete social analysis.
Yet the complete picture also includes the institutions, rules and behavior that structure the
activities of social groups.

Questions
o

o

Does the information and analysis provide an understanding of the interests and impacts
on socially differentiated groups:
•

based on ascribed status (e.g. ethnicity, gender)?

•

based on achieved status (e.g. civil servants, unionized workers, traders,
members of professional organizations)?

Does the information and analysis provide an understanding of the characteristics and
project impacts on the vulnerable and the poor?
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o

Does the information and analysis of gender issues allow an assessment of likely
gender-based impacts?

o

Does the information and analysis provide an understanding of the characteristics of and
project impacts on ethnic minorities or other disadvantaged groups?

o

Can social analysis help to overcome some of the constraints faced by any of the above
disadvantaged groups to increase their access to opportunities and benefits?

Institutions, rules and behavior
Overview
Institutional analysis examines the rules of the game that govern group behavior and structure
the incentives in political, economic, and social spheres of life. These rules – whether formally
constructed into laws or regulations or informally embedded in cultural practice – mediate and
may distort, sometimes fundamentally, the intended impacts of projects and policy reforms.
Failure to account for them can lead to an operational design that is unworkable or make a
project susceptible to conflict or corruption..

Project’s view
This entry point is used to understand the relationship between organizations and institutions,
that is, the formal and informal rules of the game in society. This is critical because many
development interventions, including projects and policy reforms, depend for their
implementation on institutional change. It is often assumed that institutions (including markets)
function smoothly and according to formal rules. In practice, though, transaction costs,
ineffective enforcement and lack of competition or accountability can lead to sub-optimal
performance of the government, the market, or civil institutions.
Social analysis of institutions, rules and behavior complements institutional analysis conducted
to appraise the institutional capacity of the project executing agency. Social analysis focuses on
institutional rules and behaviors, both formal and informal, that are likely to affect the attainment
of a project’s development objectives. Like other forms of institutional analysis, social analysis
takes as its subject organizations and institutional rules at the level of the state, the market and
the community. The social analyst studies the written and unwritten behaviors of formal and
informal institutions, examining the relationships among formal organizations e.g. government
agencies, NGOs, donors and coordinating bodies engaged in the project, or the accountability
channels within them that are relevant to the success of the project. The focus is on the rules
that help or hinder people’s access to opportunity—their inclusiveness, their accountability, their
accessibility, their ownership— rather than on their efficiency as providers of goods or services.
This may also involve a consideration of national legal or regulatory frameworks that influence
the way in which utilities are regulated at the urban and/or neighborhood level.
Good social analysis of institutions, rules and behavior should produce sound judgment of key
institutional players’ effects on project outcomes. If certain rules and behavior patterns pose
problems for the project’s goals, then those responsible for the project need to know whether
and how to overcome them. The quality of the institutions, on which the project implementation
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depends (e.g. their efficiency, non-discriminatory functioning, transparency and accountability),
has direct implications for the project results. The project’s success may depend on
understanding these issues which can thus help make institutions more inclusive and
accountable. The analyst can use several tools to back up his or her judgment:
 Static and process maps of the relevant organizations and institutions. A static map is a
snapshot of structures and roles. A process map follows the path of money, decisions
and information through an organization.
 An enumeration of enabling conditions for the institutions and organizations needed for
project success to work and achieve the objectives of the project. Involving key
stakeholders, including those directly responsible for implementation and the intended
beneficiaries, often helps to identify the possible solutions to the institutional constraints
in the formal rules and informal norms affecting policies, systems, procedures, or
implementation in a manner that is more effective in achieving the project’s objectives.
 The monitoring of indicators that will be tracked during project implementation. Such
indicators usually pertain to enabling conditions— policy changes, procedural
innovations, involvement of social groups in key activities, training and capacitybuilding—that are essential to achievement of the project’s objectives.

Questions
o

Does the analysis provide an understanding of formal organizations and institutions at
the policy-making and local level?

o

Does the analysis provide an understanding of relevant government institutions and
market-based organizations that will affect project outcomes?

o

Does the analysis enable an understanding of the informal rules and behaviors in those
institutions that are likely to affect project outcomes?

o

Does the analysis provide adequate information on the formal and informal relationships
among social groups?

o

Does the analysis provide adequate information on the relationships between social
groups and formal organizations and institutions?

Stakeholders
Overview
Stakeholders include the various groups who have an interest or a stake in the project. They
include those who are likely to be affected by the project as well as those who may have an
influence over the project. They can be winners, losers, or indifferent. The interests of various
groups in the development process are the subject of stakeholder analysis. Questions are cast
in a way that helps to clarify social dynamics. For example, the analyst asks not just what
divisions exist in a society, but also which of those divisions really count in the context of a
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particular development intervention. Stakeholder analysis examines the characteristics and
interests of the vulnerable and the poor as well as powerful stakeholders who may have greater
influence on the project. In looking at social differentiation, social analysis examines not just
where boundaries lie but also how permeable they are.

Project’s view
Stakeholders, be they organizations, groups, or individuals, have interests—something at
stake—in the project’s outcome. They may also have some degree of influence over the project.
Stakeholders thus include both those who affect and those who are affected by the project.
Stakeholder analysis reveals the nature and magnitude of social actors’ interests in and
influence on a project. The first step is to identify the stakeholders. Stakeholders are not limited
to those affected by the project. They also include those who can affect the project. They can be
winners, losers, or indifferent. The analyst must distinguish between the actual effects of the
project on the different stakeholders and those stakeholders’ perceptions of the same. The next
step is to analyze the interests and influence of the players, examining their assets and
capabilities, both material and intangible. Among the intangibles are long-standing patron-client
relationships, access to the media, membership in global networks and public perception of the
group’s legitimacy and integrity. The third step is to differentiate stakeholders by their
attachment to the status quo or, conversely, their desire for change.
Stakeholder analysis yields four major outputs:
 Potential winners and losers—those who will be positively or negatively affected by the
project—are identified.
 Participants’ commitment to the goals of the project—their ownership of the project—is
assessed. Ownership assessment determines stakeholders’ willingness to stick with the
project’s goals. A low level of ownership means that the stakeholder cannot be counted
on, and that the stakeholder’s weak commitment may affect other stakeholders. There is
no simple test of ownership. Assessing it requires knowing the interests of the particular
stakeholders and the pressures under which they work. It is also important to recognize
that many people will readily agree to something if they see it as necessary to get the
proposed project benefits, but may be less enthusiastic about implementing the agreedupon actions once the project has been formally approved. A realistic assessment of
ownership may have to go beyond words and promises to assess actions and other
concrete evidence.
 The likelihood of the stakeholders’ support or opposition to the project’s design,
development objectives and implementation is evaluated, as well as the possibilities for
them to capture project benefits
 Monitoring stakeholder involvement during implementation can be done through
indicators that involve decisions and outcomes, such as agreement on eligibility
requirements, changes in policies and procedures, added institutional responsibilities
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Questions
o

Have the key stakeholders, that will affect or be affected by the project, been clearly
identified?

o

Have all the institutional stakeholders, including those within the government and outside
the government (incl. private sector, civil society, media, etc), been clearly identified?

o

Have the characteristics, interests and influence of the key stakeholders been analyzed?

o

Is the information available sufficient for the task team to incorporate stakeholder
priorities and concerns in project design?

o

Is the available information sufficient for the task team to decide how to address
stakeholders that may undermine or oppose the project’s objectives, or capture its
benefits?

Participation
Overview
Social analysis also examines opportunities and conditions for participation in the development
process. Participation refers to the extent to which stakeholders can influence development by
contributing to project design, influencing public choices, and holding public institutions
accountable for the goods and services they are bound to provide. Participation also refers to
the extent to which poor or excluded people are likely to benefit from access to opportunity.
Social analysis identifies the assets poor people own or control, including the physical and
financial capital they are able to mobilize. It also examines their capabilities— in the form of their
own human capital (health, education, skills, and experience) and their social capital
(organizational networks and relationships).

Project’s view
Effective participation includes participation of beneficiaries in project design and
implementation. It also includes the equity of opportunity for them to participate in project
benefits. When using participation as a dimension of social analysis, the analyst first examines
the degree to which social groups affected by a project can participate in the opportunities
created by the project. The analyst then studies existing modes of participation to improve the
effectiveness of stakeholder participation, or to organizing effective participation.
A participation study has three key outputs:
 An analysis of equity of opportunity, which project leaders use to judge whether the
social benefits of the project are likely to reach all targets
 Strategies for involving stakeholders as participants
 A plan for meeting the costs of participation
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Questions
o

How and at what stage are stakeholders involved in project design and implementation?

o

Is information available for the task team on the opportunities and constraints for
effective stakeholder participation?

o

Is the information sufficient for the task team to prepare a participation action plan for
stakeholder involvement in project implementation and monitoring?

o

Where relevant, is information available to increase public access to information and
making government institutions more accountable for the goods and services that they
are responsible to provide?

Social risk
Overview
Social analysis looks at what might go wrong—for the project, for the Borrower and for
vulnerable groups—when constraints are removed and people compete for the opportunities
created by a project. Social tensions or conflict between groups can undermine project
objectives just as surely as ignoring political economy can allow powerful stakeholders to
capture or undermine project benefits. Identifying such risks early and monitoring them carefully
during implementation are essential to project success. Equally important is assessment of the
social risks emanating from the project. These range from the obvious, such as involuntary
resettlement, to more subtle impacts, such as institutional reforms that affect access to goods
and services. Project interventions that change the terms for provision of goods and services
may increase efficiency but also inadvertently increase vulnerability to exogenous factors such
as an imperfect market or fluctuations in global market prices. Social analysis examines these
risks and explores how the project might address them so as to achieve its development
objectives. Together the entry points help project planners understand how the pieces of the
social puzzle fit together—and how to design operations, monitoring systems and evaluations
that will maximize the project’s development objectives and social development outcomes.

Project’s view
This entry point is crucial. It is here that the analyst asks, “What can go wrong? What sort of risk
management measures should be designed to address identified risks? Once we take all risks
and risk management measures into account, is the project still justified?” Answering these
questions requires pursuing the other entry points of analysis. The social risks of any project
can be broken down into five categories:
 Vulnerability risk includes increased exposure or susceptibility, especially of the
vulnerable and poor, to endemic risks or external shocks. The analyst explores how to
manage such risks. Three other kinds of risk can affect the project itself.
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 Country risks—e.g. political instability, ethnic or religious tensions, violent conflict and
the militarization of society— are often beyond the control of individual task managers
but must be considered during project appraisal.
 Political economy risks are those that might affect the project’s intended beneficiaries as
an indirect result of the project. Undermining of goals and elite capture of benefits are
good examples of this type of risk.
 Institutional risks include inappropriate institutional arrangements, weak governance,
complexity and low capacity.
 Exogenous risks, such as regional conflict or macroeconomic changes that are likely to
affect social development outcomes.
The principal output of social risks analysis is a full picture of the risk and vulnerability of the
target population and other groups potentially touched by the project. The next step is to
develop a risk mitigation strategy that adequately addresses the identified risks. Finally, the
risks can be managed by integrating the risk mitigation strategy into the project which the task
team operationalizes through project supervision.

Questions
o

Has the analysis identified significant social risks to the project (country risks, political
economy risks, institutional risks) and risks emanating from the project (vulnerability
risks, exogenous risks)?

o

Is the country prone to political instability or ethnic, religious or social tensions that could
affect project outcomes?

o

Is there any risk of the project’s objectives being opposed or undermined by powerful
interest groups?

o

Is the project exposed to institutional risks (such as inappropriate or overly complex
institutional arrangements, poor governance, weak ownership or capacity)?

o

Is the project expected to increase vulnerability of the poor (e.g. through involuntary
resettlement, or other adverse social impacts)?

o

Is the project likely to increase exposure of the poor or other social groups to exogenous
shocks (e.g. exchange rate fluctuations, global market prices, external trade barriers)?

o

Have the identified risks been assessed in terms of the likelihood of their occurrence and
importance to the project?

o

Have risk mitigation strategies been developed that adequately address is identified
risks?

o

Is the task team aware of any other significant social risks that should be analyzed and
mitigated?
139

Figure 1: Social analysis and Social Assessment sequencing in World Bank investment projects
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ANNEX 4.3. MAIN STEPS FOR OBTAINING A POSITIVE OPINION FOR SUBBORROWING BY THE MINISTRY OF FINANCE
1. Sub-project approved by the World Bank.
2. Request for Sub-Borrowing prepared in accordance with the Rulebook on the Form
and the Contents of the Request for Borrowing by Public Institutions Established by
the Republic of Macedonia and the Municipalities, Municipalities in the City of Skopje
and the City of Skopje and submitted to the Ministry of Finance.
The minimum required documents/information accompanying the municipal Request
for sub-borrowing are presented below:
• Decision by the Municipal Council;
• Filled out narrative and financial forms of the prescribed Request for borrowing
with project data for which the borrowing is requested (the form is attached to this
Annex);
- The scope of the narrative form is consisted of the following information: project
name and objective; project amount and source of financing; terms and conditions
for borrowing; short project description; economic, financial and municipal benefits,
etc;
- Financial form containing data for projected and realized revenues and
expenditures for the current and two previous fiscal years, as well as projections for
the next two fiscal years.

141

Pursuant to paragraph (7), Article 16 of the Law on Public Debt („Official Gazette of the
Republic of Macedonia“, nos. 62/05, 88/08 and 35/11), the Minister of Finance adopted the
following

Rulebook
on the Form and the Contents of the Request for Borrowing by Public Institutions
Established by the Republic of Macedonia and the Municipalities, Municipalities in the City of
Skopje and the City of Skopje

Article 1
This Rulebook shall regulate the form and the contents of the request for borrowing by
public Institutions established by the Republic of Macedonia and the municipalities,
municipalities in the City of Skopje and the City of Skopje by concluding loan agreement for
issuance of securities.
Article 2
Request for borrowing shall include data on the project and data on the financial capacity
of the applicant - borrower.
Form and contents of the form of the request for borrowing referred to in paragraph 1
of this Article is attached hereto and it shall be an integral part of this Rulebook.
Article 3
This Rulebook shall enter into force on the following day it is published in the “Official
Gazette of the Republic of Macedonia”.

Minister of Finance
Zoran Stavreski MA, in his own hand

No. 10 – 20273/1
14 June 2011
Skopje
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___________________________
_________________
(NAME OF THE APPLICANT- BORROWER)

REQUEST FOR BORROWING

_________________________________________________________________________
_
_________________________________________________________________________
__
(PROJECT NAME)

_______________
(date)
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Data on the project, for which request for borrowing shall be submitted

1. Project name
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
______

2. Short description of the project
_________________________________________________________________________
_________________________________________________________________________
____
_________________________________________________________________________
_________________________________________________________________________
___
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
______

3. Total amount of the investment
_________________________________________________________________________
_________________________________________________________________________
____

4. Amount of the borrowing
_________________________________________________________________________
_________________________________________________________________________
____

5. Amount of own funds
_________________________________________________________________________
__
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_________________________________________________________________________
__

6. Acceptable borrowing conditions
- acceptable interest rate____________________________________________
- acceptable repayment period and grace period _________________________
- manner of repayment _____________________________________________
- draft-depreciation schedule for potential borrowing

7. Expected effects
- Economic, financial and social benefit
_________________________________________________________________________
__
_________________________________________________________________________
_________________________________________________________________________
____
_________________________________________________________________________
__
_________________________________________________________________________
_________________________________________________________________________
____

8. Period and manner of implementation of the project
_________________________________________________________________________
_________________________________________________________________________
____
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Data on the financial capacity of municipalities, municipalities in the City
Cit y
of Skopje and the City of Skopje
CY-2
Data from the Budget of the municipality, municipalities
in the City of Skopje and the City of Skopje
71

TAX REVENUES

711

Income tax, profit tax and capital gain tax

713

Property taxes

717

Taxes on specific services

718

Utilization fees or licenses for performing an
activity

72

NONNON -TAX REVENUES

721

Entrepreneurship revenue and property revenue

722

Fines, court and administrative fees

723

Fees and charges

724

Other government services

725

Other non-tax revenues

73

CAPITAL REVENUES
REVENUES

731

Sale of capital assets

731120

Revenues from sale of capital assets, being
property of municipalities

732

Sale of goods

733

Sale of land and intangible investments

734

Revenues from dividends;

74

TRANSFERS AND DONATIONS

741

Transfers from other government levels

741115

Grants of the municipality, from VAT revenues

742

Donations from abroad

743

Capital donations

744

Current donations

78

REVENUES FROM REPAYMENT OF LOANS

781

Revenues from paid extended loans

7

TOTAL REVENUES

40

SALARIES AND ALLOWANCES

41

RESERVES
RESERVES AND NONNON -DEFINED
EXPENDITURES

Plan

Real.

C YY-1

Plan

Rea
l.

CY

C Y+1
Y+1

C Y+2
Y+2

Amount

Amou
nt

Amoun
t
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42

GOODS AND SERVICES

43

CURRENT TRANSFERS TO EXTRAEXTRABUDGETARY FUNDS

44

CURRENT TRANSFERS TO LOCAL
GOVERNMENT UNITS

45

INTEREST PAYMENTS

46

SUBSIDIES AND TRANSFERS

47

SOCIAL BENEFITS

48

CAPITAL EXPENDITURES

485570

Payment under guarantees

49

PRINICIPAL REPAYMENT

4

TOTAL EXPENDITURES

Grants
Self-financing activities
Donations
75

DOMESTIC BORROWING

751

Short-term loans in the country

753

Long-term bonds

754

Other domestic borrowing

76

FOREIGN BORROWING

761

International Development Agencies

762

Foreign governments

769

Other borrowing from abroad

77

SALE OF SECURITIES

771

Sale of securities

Amount
Tax revenues per capita (for the current year)
Non=tax revenues per capita (for the current year)
Capital revenues per capita (for the current year)
Transfers and donations per capita (for the current year)

71

TAX REVENUES

72

NON-TAX REVENUES

731

SALE OF CAPITAL ASSETS
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731120

REVENUES FROM SALE OF CAPITAL ASSETS, BEING
PROPERTY OF MUNICIPALITIES

733

SALE OF LAND AND INTANGIBLE INVESTMENTS

741115

GRANTS OF THE MUNICIPALITY, FROM VAT REVENUES

CURRENT-OPERATING REVENUES OF THE CORE BUDGET OF THE
MUNICIPALITY FOR THE PREVIOUS FISCAL YEAR
( 71+72+731-731120+733+741115)
CURRENT-OPERATING REVENUES OF THE CORE BUDGET OF THE
MUNICIPALITY FOR THE PREVIOUS FISCAL YEAR

Liabilities for repayments on the basis of short-term borrowing
(at the moment of submitting the request)
Liabilities on the basis of short-term loans
(at the moment of submitting the request)
Liabilities s for repayments on the basis of potential short-term
borrowing
TOTAL AMOUNT OF SHORT-TERM BORROWING

Liabilities for repayment of principal, interest and other costs related to
long-term borrowing (at the moment of submitting the request)
Liabilities for repayment of principal and interest on the basis of longterm borrowing (at the moment of submitting the request)
Liabilities for repayment of principal and interest related to potential
long-term borrowing
TOTAL AMOUNT OF ANNUAL REPYAMENT OF DEBT FOR LONG-TERM
BORROWING

Outstanding long-term debt of the municipality
(at the moment of submitting the request, also including the potential
borrowing)
Guarantees issued to the municipalities (at the moment of submitting the
request)
TOTAL AMOUNT OF UNDUE LONG-TERM DEBT OF THE MUNICIPLAITY
AND GUARANTEE S ISSUED TO THE MUNICIPALITY

C Y – Current year;
C YY- 1 - One year before the current year;
C YY- 2 – Two years before the current year;
C Y+ 1 – One year after the current year;
C Y+ 2 – Two years after the current year.
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ANNEX 4.4 SUB-PROJECT APPRAISAL FORM
Municipality:
Project:
Date:
Note: The summary document of the feasibility study must be attached to this
document
Project Description
Is the intention for a project derived from an overall plan or studies?
(EAP, EDP, W&WW Masterplan, other)

[ ]Yes [ ] No

Is the current situation described correctly?

[ ]Yes [ ] No

Are the assumptions made on the expected situation correct and
acceptable?

[ ]Yes [ ] No

Are the needs the project should fulfill correctly identified?

[ ]Yes [ ] No

Are the project goals clear and satisfy the needs?

[ ]Yes [ ] No

Is the description of the project clear?

[ ]Yes [ ] No

Were there alternative solutions proposed?

[ ]Yes [ ] No

Was the best solution selected (technically and financially)?

[ ]Yes [ ] No

Financial data
General
Is the project revenue earning?

[ ]Yes [ ] No

Is the project cost saving?

[ ]Yes [ ] No

Has the sub-project been approved by the elected municipal council?

[ ]Yes [ ] No

Has the financial state of the Municipality been appraised?

[ ]Yes [ ] No

Is it viable?

[ ]Yes [ ] No

Has the financial state of the CSE been appraised?

[ ]Yes [ ] No

Is it viable?

[ ]Yes [ ] No

Has the borrowing capacity been evaluated?

[ ]Yes [ ] No

Does the project size fall into the borrowing capacity?

[ ]Yes [ ] No

Does the loan repayment plan comply with the sub-loan conditions as
established in the Annex 1.1 of the POM?

[ ]Yes [ ] No

Financial Analysis
Are the assumptions made relevant?

[ ]Yes [ ] No

Are the benefits identified correctly and quantified?

[ ]Yes [ ] No
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Are the costs identified correctly and quantified?

[ ]Yes [ ] No

Are the calculations correct?

[ ]Yes [ ] No

Are the financial indicators of the subprojects conclusive?
IRR

[ ]Yes [ ] No

NPV

[ ]Yes [ ] No

Cost-Benefit Analysis
Are the assumptions made relevant?

[ ]Yes [ ] No

Are the valuations of the benefits relevant?

[ ]Yes [ ] No

Are the valuations of the costs relevant?

[ ]Yes [ ] No

Are the calculations correct?

[ ]Yes [ ] No

Are the economic indicators of the subprojects conclusive?
EIRR

[ ]Yes [ ] No

ENPV

[ ]Yes [ ] No
Technical Solution

Have studies been conducted support the solution adopted for this subproject?

[ ]Yes [ ] No

Is the chosen technical solution adequate to meet the project objective?

[ ]Yes [ ] No

Is the overall quality of the project satisfactory?

[ ]Yes [ ] No

Is all the data needed included and correct?

[ ]Yes [ ] No

Are the calculations correct?

[ ]Yes [ ] No

Is the Bill of Quantity complete?

[ ]Yes [ ] No

Can this project be replicated elsewhere or expanded?

[ ]Yes [ ] No

Social Impact
Has the sub-project been publicly disclosed?

[ ]Yes [ ] No

Have there been consultations with the beneficiaries/citizen?

[ ]Yes [ ] No

Were they satisfactory?

[ ]Yes [ ] No

Has a social impact analysis been completed?

[ ]Yes [ ] No

Is it satisfactory?

[ ]Yes [ ] No

Are there any resettlement issues?

[ ]Yes [ ] No

If required, has the resettlement plan been established?

[ ]Yes [ ] No

Is it satisfactory?

[ ]Yes [ ] No
Environmental Impact

Have environmental impacts been identified correctly?

[ ]Yes [ ] No
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Are there any major adverse environmental impacts?

[ ]Yes [ ] No

Has the environmental mitigation plan been established?

[ ]Yes [ ] No

Is it satisfactory?

[ ]Yes [ ] No

Has the environmental monitoring plan been established?

[ ]Yes [ ] No

Is it satisfactory?

[ ]Yes [ ] No
Risks Management

Does the project include any critical risks rated “substantial” or “high”?

[ ]Yes [ ] No

Have the recommendations been followed /fulfilled?

[ ]Yes [ ] No

Monitoring and Evaluation
Has a set of indicators been identified?

[ ]Yes [ ] No

Will it permit the correct monitoring of the project?

[ ]Yes [ ] No

Will it permit a thorough evaluation of the project?

[ ]Yes [ ] No

Coordination with other projects
Will there be other projects in the same area during the same period of
time?
Are those projects simultaneously realizable?
Could those projects be coordinated?

[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No

Could those projects be combined?

[ ]Yes [ ] No
Recommendation

The sub – project is adequately prepared and has to be sent to WB
approval?
The sub – project has to be improved slightly?
The sub – project has to be refused?
Is technical assistance from Component B necessary?

[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No
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ANNEX 4.5. ENVIRONMENTAL ASSESSMENT AND MANAGEMENT
FRAMEWORK DOCUMENT
Mrs. Slavjanka Pejcinovska - Andonova,
B.Sc. Chemical technology engineer
Environmental Consultant within the MSIP team
SKOPJE
September, 2014
(WB approval September 15, 2014, revised EAMF applies to all MSIP project activities from
this date)
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ABBREVIATIONS
ADKOM - Association for Communal Service Enterprise
AE (MoEPP) - Administration for Environment within MoEPP
BAT - Best Available Technics
CSEs - Communal Service Enterprises
DOO - Limited Liability Company
EA - Environmental Assessment
EIA - Environmental Impact Assessment
EC - European Commission
EMFD - Environmental Assessment and Management Framework Document
EMP - Environmental Management Plan
ESIA- Environmental and Social Impact Assessment
EU - European Union
GDP - Gross Domestic Product
IFI -International Finance Institution
IPA -Instrument for Pre-Accession
IPARD - Instrument for Pre-Accession for Rural Development
IPPC - Integrated Pollution Prevention Control
LSG - Local Self-Government
MAFWE - Ministry of Agriculture, Forestry and Water Economy
MoEPP - Ministry of Environment and Physical Planning
MoE - Ministry of Economy
MoF - Ministry of Finance
MoH - Ministry of Health
MSIP- Municipal Services Improvement Project
MTC - Ministry of Transport and Communications
NEAP - National Environment Action Plan
NGO - Non-Governmental Organization
NUTS - Nomenclature of Territorial Units for Statistic
OP - Operational Policies
PAD - Project Appraisal Document
PMU - Project Management Unit
PE - Public Enterprise
RM - Republic of Macedonia
SAA - Stabilization and Association Agreement
SEA - Sectorial Environmental Assessment/Strategic Environmental Assessment
TA - Technical Assistance
ToR - Terms of References
VOC - Volatile Organic Compound
WB - World Bank
WEEE - Waste of electric and electronic equipment
WHO - World Health Organization
WWTPS - Waste Water Treatment Plants
ZELS - Association of local self-governments units
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EXECUTIVE SUMMARY
Since 2006 when the decentralization started, the municipalities in Republic of Macedonia
(80 municipalities and City of Skopje) are responsible for providing different services to the
local population (e.g., public services and communal activities as well as environmental
protection, local financing and social care).
The municipalities are facing great challenges in obtaining financial sustainability delivering
quality service to their citizens due to the rigid tariff control, neglected maintenance of the
already installed pipeline networks or waste water treatment plants, over-employment and
poor financial management. Following decentralization, municipalities need to improve their
own revenue mobilization and management of expenditure, especially for new investments.
These investments will contribute to the improvement in performance in service provisions
and strengthening municipalities’ functions and competences already legally regulated.
The Republic of Macedonia has requested the World Bank’s assistance in addressing these
challenges and the loan of 75 M USD has been signed to support municipal investments,
capacity building and institutional strengthening activities, to deliver performance grants after
successful implementation of the investments by the municipalities and to provide proper
project management and communication with municipalities.
The Municipal Services Improvement Project for Macedonia started in 2009 with main
goal to improve transparency, financial sustainability, and delivery of targeted municipal
services in the participating municipalities in the country. The Ministry of Finance has
established the Project Implementation Unit for smoothly implementation of the project and
assistance to the municipality to prepare all necessary project documentation according to
WB and national legislation
According the World Bank Environmental Safeguard – Operational Procedure 4.0.1, the
Bank requires Environmental Assessment of projects proposed to be financed with Bank
loan in order to ensure that the projects are environmentally sound and apply sustainable
improving decision-making process.
With reference to WB Environmental Assessment policy at the beginning of the Municipal
Service Improvement Project in Macedonia in 2008, the Environmental Assessment and
Management Framework Document (EMFD) was prepared and disclosure procedure was
performed in order to identify the adverse environmental impacts of future small-scale
(Category B) projects with site-specific impacts that could be overcome with proposed
mitigation measures.
The Environmental Management Framework Document (EMFD) aimed to identify the range
of required environmental management measures that need to be taken during the
planning, design and operation phases of small scale infrastructure sub- projects within the
scope of Municipal services improvement project in Republic of Macedonia, in order to
ensure compliance with the national and WB requirements related to environmental impact
assessment procedures and national legislation. The EMFD served as guidance for the
municipalities and their environmental consultants during the preparation of the Project
Appraisal Document to identify all possible environmental, health, occupational and
community risks occurred as a result of sub-projects implementation. Based on EMFD the
contract-specific Environmental Mitigation Plan and Monitoring Plan were prepared as a part
of Contract signed between the municipality and Sub-Contractor. The Sub-Contractor was
obliged to implement the proposed environmental and OH&S mitigation measures and the
Supervisor to monitor the implementation on proper way.
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After several years of active implementation of the project activities, there is a need of EMFD
upgrade taking into account the extension of the scope of the municipality’s request for
financing.
In the period 2009-2014 the municipalities applied with small scale projects which lead to the
improvement of living conditions on local level (extension, reconstruction or construction of
drinking water supply network, minor improvements of the sewage systems, storm water
networks, reconstruction or construction of local streets, roads, street lighting, etc). However,
new project activities have been prioritized by the community (e.g., construction of small
scale WWTP) and those were not covered in the EMFD that was prepared in 2008. Also, the
EU IPA for Rural Development financial instrument are planned to be utilized through the
MSIP Project and several new project activities may be expected.
This updated Environmental Management Framework Document (EMFD) will continue to
provide general policies, guidelines, codes of practice and procedures to be integrated into
the implementation of the all sub-projects submitted by the municipalities for financing. At the
same time it will be a “road map” for teams who are preparing the Environmental Mitigation
and Monitoring Plans with main aim to provide the sustainability of the local community
through protection of the environment and human health and infrastructure development. In
the updated EMFD the lessons learned from almost four years practical experience within
the MSIP project implementation in Macedonia are included as well.
The main Chapters within the updated Environmental Management Framework Document
are:
• INTRODUCTION AND BACKGROUND INFORMATION ABOUT MACEDONIA
The Chapter provides general information about natural characteristics of the Republic of
Macedonia in terms of geographical characteristics, climate and water resources, and basic
demographic and microeconomic data. The overview of the decentralization process
including number of municipalities and statistical planning regions in the country is also
provided.
• BASELINE ENVIRONMENTAL DATA
Chapter provides background information on need for small scale infrastructure projects on
local level and outlines some of the main environmental challenges and sensitive sectors in
Macedonia. The focus is placed, among others, on the water sector (drinking water supply,
sewage systems and waste water treatment plants), waste management, air emissions and
air quality and noise.
• OVERVIEW OF THE ENVIRONMENTAL LEGAL FRAMEWORK IN MACEDONIA
The Chapter describes relevant national environmental and social policies, legislation and
standards relevant to the MSIP Project, as well as multilateral agreements and conventions
signed/ratified by the Republic of Macedonia. The main parts of the relevant local selfgovernmental legislation are also presented in this section.
• RELEVANT ENVIRONMENTAL INSTITUTIONAL SET UP
The main roles and responsibilities of governmental and local self-government level
administration in reference to environmental protection, EIA procedure and public services
are provided in this Chapter. It also describes the role of the Public Service Providers
providing communal services on local level.
• NATIONAL EIA PROCEDURE
The Chapter describes the national EIA procedure (including different steps of screening,
scoping, development of EIA Study, public participation and public disclosure) and
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institutional setup within the EIA procedure. The Chapter contains brief description and
“processing” scheme of the national procedure for environmental impact assessment of
small-scale projects.
• WB SAFEGUARD PROCEDURES
The brief overview of the relevant World Bank safeguard procedures developed and
implemented across the world, and applied in this Project, with the main aim to ensure
prevention, mitigation and compensation in case of adverse impacts of project development
to environmental conditions, is provided in this Chapter.
• MUNICIPAL SERVICE IMPROVEMENT PROJECT DESCRIPTION
The summary of the main goals, objectives of the MSIP Project, status of implementation of
small-scale infrastructure projects, type of sub-projects (implemented in the period 20092013) and additional possible type of sub-project activities and generic environmental
assessments within the process of MSIP implementation is provided.
• ENVIRONMENTAL IMPACTS
The Chapter describes the Environmental Management System in the Project Life Cycle and
criteria (consequences and likelihood) that need to be applied during the environmental and
social impact assessment for each specific small scale project.
• ENVIRONMENTAL MITIGATION PLAN
Within this Chapter the generic Environmental Mitigation Plans for several relevant subprojects are provided (e.g., extension, reconstruction /construction of water supply network,
storm water network, sewage network, rehabilitation/reconstruction or construction of local
roads, streets, construction of waste water treatment plants, etc). These EMPS contain
mitigation measures and institutions responsible for their implementation.
• ENVIRONMENTAL MONITORING PLAN
The Chapter contains the generic Environmental Monitoring Plans for all sub-project types
for which the Environmental Mitigation Plans were developed. Each Monitoring Plan present
the parameters that need to be monitored, reason why the parameter should be monitored,
responsible body and frequency of monitoring.
• ANNEXES
In Annex 1 the template of the Environmental Screening Check List is provided and in Annex
2 the template of Environmental Monitoring Report is presented.
In Annex 3 the Summary of Minutes of Public consultation meeting held on 26.8.2014 in
Skopje is presented. The consultation meeting was organized to present the updated
version of the Environmental Assessments and Management Framework Document for the
MSIP Project and to ensure the active public participation through collection of public
comments, opinions and remarks on the matter.
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INTRODUCTION AND BACKGROUND INFORMATION ABOUT
MACEDONIA
Republic of Macedonia is a country located in the central Balkan Peninsula in Southeast
Europe with a total area of 25,713 km2 and 2,022,547 inhabitants, according to the 2002
Census. It has 748km of borders, shared with Serbia, Kosovo, Bulgaria, Greece and
Albania.
The country's capital is Skopje with 506,926 inhabitants. The
geographical position of the country is very favorable and it is significant
cross roads linking several countries in the Balkans and this part of
Europe. Important traffic corridor is corridor 8 and 10, as well as the
international highway E - 75 road M5 and international railway.
The country is 80% mountainous, rising to its highest point at Mountain
Korab (peak 2,764 meters) with the lowest elevation (44m) on the Vardar
River at the border with Greece. Three climatic types overlap in the
country: Mediterranean, moderately continental and mountainous,
producing hot, dry summers and cold, snowy winters.
The Republic of Macedonia is a landlocked country that is geographically
defined by a central valley formed by the Vardar River and framed along
its borders by mountain ranges. The Republic's terrain is mostly rugged, located between
the Shara and Rhodope mountains, with the valley of Vardar between them. Three large
lakes — Lake Ohrid, Lake Prespa and Dojran Lake — lie on the southern borders of the
Republic, bisected by the frontiers with Albania and Greece. Lake Ohrid is considered to be
one of the oldest lakes and biotopes in the world.
The natural conditions in the Republic of Macedonia (geology, relief, climate, hydrography,
soil, flora, fauna) make it one of the rare countries in Europe with wealth of natural values. At
the end of 2013 the designated area network comprises 81 areas, with total area of
231,385.6 ha or around 9% of the territory of Macedonia. Most of it falls into the category
national parks with around 4.5% (3 National Parks: Mavrovo, Galichica and Pelister), natural
monuments with 2.74% and the multipurpose area Jasen with 1.05% of the national territory.
With more than 18,000 taxa of flora, fauna and fungi – 900 endemites, Macedonia has very
rich and highly valued biodiversity.
The agricultural land, which includes the cultivable land and the pastures, takes about 56.2%
of the total area. The forests spread on around 43.8% of the total area of the country.
Republic of Macedonia is considered rich in water resources and it has recorded and
mapped 4,414 springs in total, with overall annual capacity reaching 6.63 billion m3 water.
From hydrological point of view, the country belongs to three water basins, namely: Adriatic
Sea (15% of the territory) with the main entry watercourse being the river Crn Drim; Aegean
Sea (85% of the territory) with the rivers Vardar and Strumica as the major watercourses;
Black Sea, the basin of which has insignificant territory.
Vardar is the largest river with around 80% of the total water outrun from Macedonia with
overall length of 388km (301 km in the country).
The statistical data on the macroeconomic indicators shows that for 2013 the gross domestic
product (GDP) is 7,457 million EUR (nominal) and the GDP/inhabitant is 3,581 EUR. The
most important economic sectors in Macedonia, according to the statistical data, are: mineral
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extraction and metal processing industries, telecommunications, production of automotive
parts and electronic products, trade, agriculture and food production and beverage
production. The significant exports products are: automotive components (catalysts,
capacitors, and electronic boards), hoses, buses, steel, textile, ferro silica, lead, zinc, ferro
nickel, tobacco, lamb and wine.
The unemployment in 2012 was approximately 31%.
The strategic orientation of the Government of Republic of Macedonia is its full integration
into the EU. The candidate country status for accession in the European Union and its
membership in the World Trade Organization have created conditions for greater opening of
the economy towards the international global market, fostering of investments, strengthening
of GDP and by all these – prosperity of the national economy. The Stabilization and
Association Agreement between the European Communities and their Member States and
Republic of Macedonia was signed on 9 April 2001 and entered into force on 1 April 2004.
Macedonia was granted candidate country status for EU membership in 2005.
In 2006 the process of decentralization started with delegation and transferred of plenty of
rights and responsibilities to the Local self-Governments and currently there are 80
municipalities and the City of Skopje, which is a district unit of local self-government that
consists of 10 municipalities (Aerodrom, Karpos, Cair, Gazi Baba, Gjorce Petrov, Saraj, Suto
Orizari, Kisela Voda, Centar and Butel) who have jurisdiction for different obligations in order
to provide sustainable and healthy life of their citizens. There are 43 urban municipalities
and 37 rural municipalities. In total there are 1767 settlements and 34 cities in the Republic
of Macedonia. The municipalities in Macedonia are presented on Figure 1.

Figure 1: Municipalities in the Republic of Macedonia

The main competences of the municipalities are in the following areas: a) urban planning, b)
environmental protection, c) communal activities, d) education – primary and secondary
schools, e) social protection and health care – primary health care and kindergartens and
homes for old people, f) sport and recreation – local sport facilities, g) culture and others.
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For better economic development and statistical purposes, the Republic of Macedonia is
divided into eight statistical planning regions (shown on Figure 2).
These regions are listed in Table 1 and Figure 2.
Table 1 Statistical regions and population
Statistical
Region

Planning

Population

Skopje

571,040

Pelagonija

221,019

Polog

304,125

Eastern region

203,213

South-eastern region

171,416

North-eastern region

173,814

South-western region

221,651

Vardar

133,248

Figure 2 Statistical planning regions in Macedonia
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BASELINE ENVIRONMENTAL DATA
The Republic of Macedonia faces similar problems in the environmental sectors to those of
many other economies in the Central and Eastern Europe region.
There is a poor air and surface water quality (the air quality is an issue for bigger cities
especially in the winter season) in some regions as a result of old industry technology
process equipment and energy production installations, old vehicle fleet and lack of state-ofthe art technology solutions, weak regulatory, monitoring and enforcement framework.
There is also so called historical pollution of soil, water and air from the disposal of industrial
hazardous waste from industry and mining operations which are potential risks to the human
health and impact to the biodiversity.

WATER SUPPLY
According the census of Population, Households and Dwellings from 2002, the household in
RM are supplied with drinking water from: public water pipeline, other ways (outside the
dwelling), private air compressed water tank, etc.
Data shows that 88.9% of the total number of individual households (564,296) and 597,014
of dwellings (or 86% from total number of dwellings 698,143) are supplied with drinking
water from public water pipeline (Figure 3). Number of population connected to public water
supply system is 1,200,000 inhabitants.
Figure 3 Drinking water supply system for households in Macedonia

Drinking water supply system for households
in Macedonia

5%

2% 4%

public water pipeline (in the
dwelling)

3%

private air compressed
water tank (in the dwelling)
public water pipeline (out of
the dwelling)
86%

well
other ways (out of the
dwelling)

Source: State statistical office, Environmental Statistics 2013

Data from 2014 (Project “Development of Water Tariff Study for Republic of Macedonia)
shows that 91% of the total number of individual households (564,296) are supplied with
drinking water from public water pipeline. In the period 2008-2012 the range of coverage
with drinking water supply for the individual households is in the range of 76% for 1-10,000
size bands, 99% for 10-50,000 size band and 100% for 50-100,000 size band.
Sanitary-hygienic condition of the drinking water is within the limits of the expected quality
(91.5%-95% of samples are safe), as well as physical-chemical (only 3.4% to 7.5% of
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samples are unsafe) and microbiological conditions (only 0.8% to 1.6% of samples are
unsafe).
Lack of safe drinking water causes potential risks to human health due to the waterborne
diseases, increase of medical costs, absents of work, etc. Some of the existing drinking
water supply systems are old, there are water losses and there are illegal connections.
Usually small settlements have problems with lack of drinking water supply system, or there
is a need of extension or reconstruction of the existing system, or there are not water meters
installed in order to register the amount of water used (and the water fees paid by the
residents is a lump-sum amount on annually basis and it does not depend on water
consumption).

WASTE WATER TREATMENT
The Census data collected in 2002 show that 40.1% of the total number of dwellings do not
have sewage installation for proper connection to the public sewage system. 59.9% of
dwellings are connected to the public sewage system and approx. 21% of the dwellings
have their own septic tanks performing periodic cleaning. The overview of the number of
households and dwellings with the various ways of waste water disposal installations
according the census data (2002) are presented on the Table 2 and Figure 4 below.
Table 2 Sewage facilities in Macedonia (2002)
Number of households/dwellings
Total number of
households

564,296

Sewage facilities

Total number
of dwellings

Public
sewage

Septic
tanks

Free
waste
water

No
installations

697,520

417,653

143,353

85,007

51,516

Figure 4: Waste water connection to various installations

Currently estimated rate of waste water collection (according the research within the EU
funded Project “Development of National water tariff Study in Macedonia”) is 73% of the
population with several size band for the period 2008-2012:
a) 50-57% for the settlement up to 10,000 population;
b) 76-82% for the settlement in the range 10,000 – 50,000 population;
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c) 75-90% for the settlement in the range 50,000 – 100,000 population;
d) 70% for the settlements in the range 500,000 – 1,000,000 population.
There is a lack of urban waste water treatment plants and industrial waste water treatment
facilities across the country. The production installations are obliged according the IPPC
permit to be in line with the Law on waters and to collect and treat the waste waters related
to the type of production and quality of the recipient water body. The IPPC installations need
to follow the BAT guidance for particular industry sector.
Related to the urban waste waters the construction of WWTPs started few years ago and
there are approx. 20% of population covered with urban waste water treatment systems.
Unfortunately, due to the lack of financial sources for operational and maintenance costs,
some of the small WWTPs are not currently operational. The list with overview of the
WWTPs in Macedonia for urban waste water treatment has been presented on Table 3.
Table 3 Waste water treatment plants in Macedonia
Location/City/Settlement

Population
equivalent
(p.e.)

Condition

Berovo

14,000

Operational

Kumanovo

90,000

Operational

Makedonski Brod

5,000

Operational

Ohrid and Struga
(settlement Vranishte)

120,000

Operational

Prilep

95.000

Prepared

Sveti Nikole

17.500

Under reconstruction (to be completed during 2014)

Resen (settlement Ezerani)

12,000

Operational

Dojran (settlement Nov
Dojran)

12,000

Operational

Rankovce (for the
settlements Petralica –
Ginovce)

1,500

Constructed in 2008. Not operational yet due to lack of
households connected

Saraj

10,000

Constructed in 2011. Not operational due problems to
maintenance of equipment

Cucer Sandevo (for the
settlements Brazda, Gluvo
and Mirkovci)

9,000

Operational

Ilinden (two WWTPs for the
settlements Ilinden and
Kadino)

1,250 each

Operational

Dolneni

3,200

Operational

Krivogastani

Small-village

Operational

Gevgelija

2,500

Under construction

Karbinci

Small village
Total

~400,000

~20% of population

The lack of waste water treatment systems causes direct adverse impact to the surface and
ground waters, affecting water status and makes influence to the water living organisms and
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makes water improper for other uses. The untreated waste waters make direct influence to
the economy losses via decrease of fishery, tourism, agriculture, etc. The discharge of
untreated waste waters causes potential risks to the human health through the pollution of
agricultural land and food chain consumption.
There is a real need for extension of the storm water networks across the country because
the existing lack of enough storm water systems causes frequent flooding during heavy rains
with direct implication to the road, street asphalt, greenery, electricity network on the streets
and parking cars near the streets.

WASTE MANAGEMENT
According the official statistical data the total amount of generated municipal waste in 2012
was 786,909 tones and the amount of collected municipal waste 555,760 tones. The annual
amount of generated municipal waste per person in 2012 was 382kg, or 1.04kg per day. The
total amount of generated municipal waste in the Republic of Macedonia in 2013 was
792,785 tones. The annual amount of generated municipal waste per person in 2013 was
384 kg per person, which is 1% more than in 2012.
The highest amount of collected municipal waste was registered in the Skopje Region –
147,220 tones, or 26% of the total collected amount in the Republic of Macedonia. Of the
total amount of collected municipal waste 79% were collected from households, and the
remaining 21% from legal entities – commercial and public buildings (commercial waste).
The municipal lid waste collection system covers 77% of the national population
There are 4 companies specialized for collection of the packaging waste mainly from
drinking water and beverages bottles, food products package, cosmetics and
pharmaceutical package. Generally, there is no formally organized separation of any type of
waste, but there are informal collectors of scrap metals, PET, paper, accumulators, etc.
Scrap metals and PET bottles represent the biggest part of the collected recyclable
materials. Several companies collect the recycle waste streams and export to the region for
further processing.
Almost all collected municipal solid waste goes to the 47 municipal landfills across
Macedonia (99.74%), the rest has been recycled. Only the Skopje landfill “Drisla –Skopje”
DOO fulfills the minimum criteria prescribed in the national and EU landfill criteria. All others
do not comply with any technical and/or environmental standards; landfills represent risks for
the pollution of air, soil, surface water and groundwater, as well as potential risks for
biodiversity, agricultural land and human health due to deposition of mixed hazardous and
non-hazardous waste. Active municipal waste landfills in Macedonia are categorized
according to the assessment of their environmental risk. 16 landfills are ranked with high
risk, 16 with medium risk, and the rest with low environmental risk.
According the National Waste Management Strategy (2008 - 2020) the regional approach to
the municipal solid waste management was proposed and in the period 2011 till now several
practical steps toward regional waste management were made. Several Regional Public
Enterprises for municipal waste management (Regional Waste Management Body) were
founded in few regions and the capacity building scheme was launched. Currently there is a
project implementing in the Eastern and North-eastern regions on strengthening the capacity
of the Regional Waste Management Body on integrated regional waste management
practices and preparation of the Regional Waste Management Plans. In general the plan is
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when the regional landfill would be built the municipal landfills (after the remediation
measures used) to be used as a transfer stations.
Currently the main issues on local level with lack of proper municipal solid waste
management are: a) significant portion of the population (rural settlements) is not covered by
the communal service, b) no primary selection on the source of waste generation, c) old
waste vehicle fleet (average more than 25 years old communal trucks with high fuel
consumption and frequently need of service and procurement of spare parts), d) lack of
specialized waste trucks or machines for efficient street, sewer cleaning and snow cleaning,
vehicles for carrying construction materials, etc., e) some existing used waste trucks cannot
be driven on the small streets in the settlements, f) there is no proper fencing, lighting,
security guarding on the location for municipal landfill for municipal solid waste, g) some
municipalities do not have separate municipal inert waste landfill dedicated only to the
disposal of inert waste, h) there is a lack of public awareness of the population on potential
human health risks and environmental risks during the improper disposal of the various
waste streams (near rivers, roads, on agricultural land, near wells, etc.

AIR EMISSIONS AND AIR QUALITY
Ambient air quality in Macedonia is constantly burdened by all consisting factors of a modern
society. This includes production of food and energy, agriculture, households (usage of fuels
for cooking, heating, air conditioning, etc.), industrial capacities and transport. Sectors
energy, industry and transport hold the largest share of significant sources of pollutants
emissions.
Energy sector has greatest contribution to the generation of the total sulphur dioxide
emissions (72% in 2001 to 99% in 2009), generates around 60% of the total annual nitrogen
oxides emissions, 21% of the total annual volatile organic compound emissions and major
part of the total generated solid particulate emissions (87% in 2001 up to 92% in 2009).
Industry contributes around 28% to the total annual emissions of sulphur dioxide, around
14% to the total annual emissions of nitrogen oxides, and it has high share (38%) in the
annual emissions of volatile organic compounds and contributes to the generation of around
60% of the annual emissions of solid particles.
Transport is also significant source of air pollution, and the main emitters are the internal
combustion engines installed in different transportation vehicles. They contribute to share in
nitrogen oxides emissions (within the range of 32-47% in the period 2001-2009) and volatile
organic compounds in the range of 38-43% in the same period), and lower share in the
generation of sulphur dioxide and solid particles.
The Ambient Air Quality in Macedonia varies according to the location of the measuring point
with main contribution to the quality of ambient air affected by the concentration of
population, the vicinity of industrial capacities, type of production and type of produced
products, production of energy, transport of goods and people. There is a state air quality
monitoring network consists of 20 automatic monitoring stations (measuring on line
concentrations of SO2 [µg/m3], NO2, NOx, NO [µg/m3], CO [mg/ m3], O3 - ozone [µg/m3], SPM
– suspended particulate matters (PM 10/opt. PM 2.5) expressed in µg/m3. The heavy metals
(arsenic, nickel, cadmium) have been monitored as well.
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NOISE
The biggest sources of noise disturbance come from the transport sector (road vehicles,
railway and air traffic), industrial activities and construction activities especially in the urban
areas and sensitive areas.
Noise measurement and monitoring are necessary for achieving and maintaining
environmental noise levels within the limits that the regulations have defined for four types of
areas in accordance to their human activity uses and the degree of protection against noise
deemed necessary for each of those uses. These areas are:
• Area with a first degree of noise protection, includes areas of tourism and recreation,
areas near health institutions for hospital treatment, and areas of national parks and
natural reserves;
• Area with a second degree of noise protection, includes areas primarily intended for
residential use, residential districts, areas in the vicinity of educational institutions,
educational facilities and social protection services for adults and children;
• Area with a third degree of noise protection, correspond to an area where some human
activities with noise disturbance are accepted. These include commercial areas,
areas with mixed housing/residential, craft activities and production activities
(combined areas);
• Area with fourth degree of noise protection, correspond to an area in which actions are
allowed that can cause the appearance of greater environmental noise. It includes
non - residential areas exclusively intended for industrial activities.
The noise limit values for each of above mentioned areas are prescribed within the national
legislation.
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OVERVIEW OF THE ENVIRONMENTAL LEGAL FRAMEWORK IN
MACEDONIA
NATIONAL ENVIRONMENTAL & SOCIAL LEGISLATION
Recognizing the damaging effects of environmental pollution on human beings and the
quality of life, the Republic of Macedonia has developed constitutional provisions that
guarantee the right to a healthy environment. Article 43 of the Constitution of the Republic of
Macedonia (Official Gazette No. 52/91) prescribes “everyone is obliged to promote and
protect the environment; the State provides conditions to apply the right of citizens to a
healthy environment”. Macedonia has become a Party to the main multilateral conventions
and protocols explicitly recognizing the link between environmental protection and the
human rights norms covering many environmental issues like EIA, Strategic Environmental
Assessment (SEA) in the national and trans boundary context, climate change, biodiversity,
public information, public participation in the decision-making process and access to justice,
trans boundary air pollution and air monitoring, ozone layer, chemicals like persistent organic
pollutants (POP), nature protection, etc.
The approximation of the EU environmental legislation into national legislation started in
2003 and till 2014 the largest part of legal acts and secondary provisions have been
transposed into Law on Environment ((Official Gazette No.53/05,81/05,24/07,159/08,
83/2009, 124/2010, 51/2011, 123/12, 93/13, 163/13, 42/14) which is horizontal law
comprising industrial pollution control (including EIA, SEA, IPPC , VOC, Seveso II Directive,
LCP Directive and main requirements of EU Directives for water, waste management, air
emissions, air quality, environmental management systems, etc). The other relevant
sectoral laws were adopted (Law on waste, Law on waters, Law on noise protection, Law on
ambient air quality, Law on chemicals, etc.) where the requirements of the EU Directives and
good international practice have been transposed.
In some sectors there is still a lack of secondary legislation prescribing where and how the
applicable standards will be applied (e.g. water quality, emissions to water and ground
waters, emissions to soil and soil quality) and some of this secondary legislation is in the
process of preparation.
There is a lack of environmental legislation enforcement especially on local (municipal) level.
Local self-government units (LSG) in the Republic of Macedonia quite differ from one to
another in terms of number of population, which varying from 3,000 to 500,000 inhabitants.
At municipal level, there is deficiency of staff and financial resources necessary to respond
to the key functions of environmental management. The capacity of LSG for implementation
of the laws in the field of environment is not sufficient and sometimes is fully absent. There is
a need for strengthening their capacities to implement the environmental legislation in
integrated way, taking into consideration all possible pollutions and mitigation measures at
the same time and providing guidance in accordance to local and national environmental
planning document.
The Law on Environment (Official Gazette No.53/05,81/05,24/07,159/08, 83/2009, 124/2010,
51/2011, 123/12, 93/13, 163/13, 42/14) contains the basic principles of environmental
protection with both precautionary and “polluter pays” principles and provides the legal basis
for issuing of necessary secondary legislation.
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Air quality
The air quality regulation is provided by Law on Ambient Air Quality (Official Gazette No.
67/04 with amendments Nos. 92/07, 35/10, 47/11, 59/12 and 163/13) where the main
principles for limitation of air emissions, prevention measures, monitoring of air emissions of
all relevant pollutants into air and air quality have been prescribed. Secondary legislation for
air quality is listed in Table 4.

Waste management
In Macedonia, the main national legislation regarding the waste management sector is the
Law on Waste Management (Official Gazette No. 68/04, 71/04, 107/07, 102/08, 134/08,
124/10 and 51/11, 123/12, 147/13, 163/13) and some technical rules and guidelines. The
Law on Waste Management as a framework regulation act regulates general waste
management issues like: main principles for waste generation, prevention and management,
general rules for management of different waste streams and hazardous waste, planning
requirements for effective waste management on central and municipal level, operation of
landfills, requirements for the operators for collection, transport, treatment and final disposal
of the waste etc.
Few separate laws have been adopted related to the special waste streams (packaging
waste, WEEE – waste od electric and electronic equipment, etc.) and together with the
waste relevant secondary legislation are listed in Table 4.

Water management
The most important aspects of national legislation in the field of water management are
already established within the horizontal environmental legislation and the Law on Waters
(Official Gazette No. 87/08, 6 / 09, 161/09, 83/10, 51/11, 44/12, 163/13). At this point it is
very important that legislation in the field of water management, which is already or will be
transposed, is in compliance with the European Union water legislation.

Noise
One of the essential elements for achieving a higher level of environmental protection is
protection against noise disturbance due to the high noise level. The protection against
environmental noise pollution is addressed in the Law of Noise Protection (Official Gazette
No. 79/07, 124/10, 47/11,163/13). A series of secondary pieces of legislation has been
adopted in the period 2007-2011 transposing the EU and WHO (World Health Organization)
Guideline values for community noise in specific environments.
The law establishes the need to reduce harmful effects that are consequence of exposure to
noise in the media and the environment and to provide a basis for developing measures to
reduce noise from all its sources. The ultimate objective is the protection of the health and
wellbeing of the population.
Noise measurement and monitoring are necessary for achieving and maintaining
environmental noise levels within the limits that the regulations have defined for four types of
areas in accordance to their human activity uses and the degree of protection against noise
deemed necessary for each of those uses.
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Nature protection
The basic law in the area of nature protection is the Law on Nature Protection (Official
Gazette of the Republic of Macedonia Nos. 67/04, 14/06, 84/07, 59/12, 13/13, 163/13). The
Law on Nature Protection regulates the protection of nature through protection of biological
and landscape diversity and protection of natural heritage within and outside protected
areas.
All other relevant legislation to the environmental protection, community health and safety,
cultural heritage protection, labor and working conditions, OH&S regulation, land acquisition
and public participation in the EIA process are listed in Table 4.

Regulation on local (municipal) level
Based on the review the national legislation as well as the regulations issued by City of
Skopje it is conclusion that there is no any specific relevant regulation issued on local level
in order to protect waters, air quality, noise disturbance or special regulation on waste
management. The Environmental Officer and all relevant inspectors (Environmental,
Communal, Traffic, Civil /Construction) follow the national environmental legislation.
Only PE “Vodovod I kanalizacija” Skopje has adopted the Rulebook for water supply and
waste water management (listed in Table 4).
Other regulation related to local self-government sector is the following:
• Law on local self-government (Official Gazette of Republic of Macedonia No. 5/2002);
• Law on the territorial organization of the local self-government in the Republic of
Macedonia (Official Gazette of the Republic of Macedonia No.55/16.08.2004);
• Law on equal regional development (Official Gazette of Republic of Macedonia No. 63/
22.05.2007).

National Environmental Policy
Implementation of the environmental requirements is guided by number of policy documents
adopted by the governmental institutions including:
• National Strategy for Environmental Approximation 2008-2014, adopted 2008 by the
Government of RM (now being updated);
• Strategy for Waste Management 2008-2020, adopted 2008 by the Government of RM;
• National Plan for Waste Management 2009 – 2015 adopted 2009 by the MoEPP;
• National Strategy for Sustainable Development in Republic of Macedonia 2010-2030,
adopted in 2010 by the Government of RM;
• Second National Environmental Action Plan 2006-2012, adopted in 2006;
• National Strategy for environmental investments, 2009-2013, adopted in 2009 by the
Government of RM;
• Environmental Monitoring Strategy, adopted in 2005 by the MoEPP;
• Environmental Communication Strategy, adopted in 2004 by the MoEPP;
• Program for packaging waste management, adopted in 2011 by the MoEPP;
• Program for investments in environment (on annual base), MoEPP;
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• National Water Strategy, adopted by Government of RM in November 2012;
• Plan for Institutional Development of the National and Local Environmental
Management Capacity 2009 – 2014 approved by GRM in February 2009.
Taking into account the fact that the national legislation could be amended in the next
period, the amended version of each piece of legislation need to be considered by the
Investor – Municipality during the Environmental Assessment process for the project in order
to take into account the obligatory technical specifications or emission limits for pollution into
water, air, soil and other limitations towards protection of environment and human health.
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Table 4 Key relevant national environmental and social related legislation
Relevant
environmental/
social issues for
the project

Relevant national legislation
Act, Regulation, Degree
Law on Environment (Official Gazette No.53/05,81/05,24/07,159/08, 83/2009, 124/2010, 51/2011, 123/12, 93/13, 163/13, 42/14);
Rulebook on the content of the requirements that need to be fulfilled by the study on EIA (Official Gazette No.33/06);
Rulebook on the form, content procedure and manner of developing the report on the adequacy of the study on EIA of the project and
the procedure for authorization of persons from the List of Experts for EIA responsible for the preparation of the report (Official
Gazette No.33/06, 44/13);
Decree on determining projects for which and criteria on the basis of which the screening for EIA should be carry out (Official Gazette
No.74 / 05, 109/09,164/12,);

ESIA procedure

Rulebook on the content of announcement of the notification of the intention to implement a project, on the necessity of an EIA, on the
study on project EIA, of the report on the adequacy of the study on EIA (Official Gazette No. 33/06);
Rulebook on the information contained in notification of intent to implement a project and the procedure for determining the need for
EIA of a project (Official Gazette No.33/06);
Rulebook on the list of projects for which the EIA Report – Elaborate should be prepared by the investor and the EIA Report need to
be adopted by the Ministry of Environment and Physical Planning (Official Gazette of RM" No. 36/12);
Rulebook on the list of projects for which the EIA Report – Elaborate should be prepared by the investor and the EIA Report need to
be adopted by the Mayor of the municipality or Mayor of City of Skopje (Official Gazette of RM" No. 32/12)

Access to
environmental
information and
public participation
in environmental
decision making
process

Law on Environment (Chapter on EIA procedure and trans boundary context and information dissemination, public participation and
access to justice requirements) - (Official Gazette No. 53/05, 81/05, 24/07, 159/08, 83/09, 124/10, 51/11, 123/12, 93/13, 163/13,
42/14);
Espoo Convention was ratified by Macedonia with Law on ratification of the convention for assessing environmental impacts in a trans
boundary context (Official Gazette No. 44/99);
The Aarhus Convention was ratified by Macedonia (Official Gazette No.40/99)
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Relevant
environmental/
social issues for
the project

Relevant national legislation
Act, Regulation, Degree
Law on Environment (Official Gazette No. 53/05, 81/05, 24/07, 159/08, 48/10, 124/10, 51/11, 123/12, 93/13, 163/13, 42/14));
Law on Waters (Official Gazette No. 87/08, 6 / 09, 161/09, 83/10, 51/11, 44/12, 163/13);
Law on Water Management (Official Gazette No. 85/03, 95/05, 103/08);
Law on Aquatic Communities (Official Gazette No. 51/03, 95/05 113/07);
Decree on classification of waters (Official Gazette No. 18/99);
Regulation on categorization of water streams, lakes, accumulations and groundwater (Official Gazette No. 18/99, 71/99) ;
Rulebook on monitoring of sediment in reservoirs (Official Gazette No. 4 / 99);
Rules for reporting on the state level and quantity of water accumulated in reservoirs, and the amount of water released by them
(Official Gazette No. 8 / 99);

Water

Rulebook on the content and method of preparing management plans for river basins (Official Gazette No. 148/09);
Regulation on methodology for assessment of river basins (Official Gazette No. 148/09);
Rulebook on the content and method of preparing the program of measures (Official Gazette No. 148/09);
Rules for special security requirements for natural mineral water (Official Gazette No. 32/06);
Rules for water safety (Official Gazette No. 46/08);
Rulebook for hazardous and harmful substances and their emission standards that can be discharged into the sewage or drainage
system, surface or ground water bodies and the coastal lands and wetlands (Official Gazette No. 108/11);
Rulebook on conditions and how the emission limit values for discharges of waste water after their purification, method of their
calculation, taking into account the specific requirements for the protection of protected areas (Official Gazette No. 81/11)
Ordinance for technical and sanitary conditions for discharge of waste waters in sewage system of City of Skopje (PE Vodovod i
kanalizacija)

Waste Management

Law on Waste (Official Gazette No. 68/04, 71/04, 107/07, 102/08, 134/08, 124/10 and 51/11, 123/12, 147/13, 163/13);
List of Waste Types (Official Gazette No. 100/05);
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Relevant
environmental/
social issues for
the project

Relevant national legislation
Act, Regulation, Degree
Law on Packaging and Packaging Waste (Official Gazette No. 161/09, 06/09, 163/13);
The Law on the Ratification of the Basel Convention on the Control of Trans-boundary Movements of Hazardous Wastes and their
Disposal (Official Gazette No. 48/97)
Decree for determining the activities of installations (landfills operation) requiring an integral environmental permit (Official Gazette
No. 89/05)
Rulebook on the manner and the conditions for waste storage, as well as on the conditions to be met by the sites on which waste
storage is performed (Official Gazette No. 29/07);
Rulebook on the landfill operation, monitoring and controlling in the operational and closing phase as well as on the closure and aftercare procedures (Official Gazette No. 156/07);
Rulebook for criteria for acceptance of waste to landfill in each landfill class, preparation procedure for acceptance of waste, basic
testing procedures, sampling procedure and acceptance of waste (Official Gazette No. 8/08);
Rulebook on the manner and the conditions for handling PCBs, the conditions to be met by installations and facilities for PCBs
disposal and decontamination, on used PCBs and on the manner of labeling the equipment that contains PCBs (Official Gazette No.
48/07) ;
Rulebook on the procedures and manner of collection, transport, processing, storage, treatment and disposal of waste oils, and the
manner of keeping records and submission of data (Official Gazette No. 156/07);
Rulebook of detailed conditions on the handling of hazardous waste, and on the manner of packaging and labeling (Official Gazette
No. 15/08);
Rulebook on the handling and management of waste containing asbestos and waste from products containing asbestos (O.G. of RM
No. 89/06);
Rulebook on the form and content of the request for issuing a permit for the landfill operator as well as the form for and content of the
permit (Official Gazette No. 140/07);
Law on Waste Electronics and Electrical Equipment (WEEE) (Official Gazette No. 06/12, 163/13),

Protected Natural
Areas and

Law on Nature Protection (Official Gazette No. 67/06, 16/06, 84/07, 59/12, 13/13, 163/13) and secondary legislation on Natura 2000
and emerald network;
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Relevant
environmental/
social issues for
the project
Biodiversity

Relevant national legislation
Act, Regulation, Degree
(Emerald Network: Launched in 1998 by the Council of Europe, of which the Republic of Macedonia is a member, as part of the works
under the Bern Convention on the Conservation of European Wildlife and Natural Habitats. This ecological network is based on the
same principles as Natura 2000, and represents its de facto extension to non-EU countries. National Emerald Network in the Republic
of Macedonia was implemented between 2002 and 2008.);
Macedonia ratified the Rio Convention in 1997;
Macedonia ratified the Bonn Convention in 1999;
Macedonia ratified the Ramsar Convention in 1977;
Macedonia ratified the Bern Convention in 1997;
Macedonia ratified the CITES Convention in 2000;
Macedonia ratified the Agreement on the Conservation of Bats in Europe (London) in 1999, amended in 2002
Law on Noise Protection (“ Official Gazette No. 79/07, 124/10, 47/11, 163/13)
Rulebook on noise indicators and the area of application of additional noise indicators (Official Gazette No. 107/08);

Noise and Vibration

Rulebook on the permissible level of noise in the environment (Official Gazette No. 147/08);
Rulebook on the preparation and contents of strategic noise maps (Official Gazette No. 120/08);
Rulebook on the method, conditions and procedure for establishing and operating networks, monitoring methodology, conditions,
method and procedure for submitting noise monitoring information and data (Official Gazette No.1/09);
Law on Ambient Air Quality (Official Gazette No. 67/04 with amendments Nos. 92/07, 35/10, 47/11, 59/12 and 163/13);
Decree on limit values of levels and types of pollutants in ambient air and alert thresholds, deadline for achieving limit values, margins
of tolerance of the limit value, target values and long term goals (Official Gazette No. 19/05);

Air Quality

Rulebook on establishing the emission upper limits on national level (Official Gazette No. 10/90);
Macedonia ratified the Convention on Climate Change on 28 January 1998, entrance into force on 28 Apr 1998;
Macedonia ratified the Kyoto Protocol on 18 November 2004, entrance into force on 16 February 2005;
Decree on limit and target values for levels and type of pollutants in the ambient air, alert and information thresholds; deadlines for
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Relevant
environmental/
social issues for
the project

Relevant national legislation
Act, Regulation, Degree
achieving limit and target values for specific substances; margins of tolerance for limit value and target value and long term objectives
for specific pollutants (Official Gazette No. 50/05);
Rulebook on criteria, methods and procedures for evaluation of the ambient air quality (Official Gazette No.82/06);
Rulebook on inventory and determination of the levels of the pollutant emissions in the ambient air in tones per year, for all types of
duties, as well as other data needed for submission of the Program for monitoring the air in Europe (EMEP) (Official Gazette No.
142/07);
Lists of zones and agglomerations for ambient air quality (Official Gazette No.23/2009);
Rulebook for methodology for inventory taking and identification of the levels of emissions of pollutants in the ambient air in tons per
year for all types of activities, as well as other data required to be submitted under the Program for air monitoring in Europe (EMEP)
(Official Gazette No.2/2010);
Rulebook on establishing the emission upper limits on national level (Official Gazette No. 10/90);
Rulebook for air emission limit values from stationary sources (Official Gazette No. 141/10);
The diesel fuel specification are prescribed by Rulebook on liquid fuel quality (Official Gazette No. 88/2007, 91/2007, 97/2007,
105/2007, 157/2007, 15/2008, 78/2008, 156/2008, 81/2009);
Law on Protection of Cultural Heritage(Official Gazette No. 20/04, 115/07, 18/11, 148/11, 23/13, 137/13, 164/13, 38/14, 44/14);

Cultural Heritage
and Archaeology

Regulation for National Registry of Cultural Heritage (Official Gazette No. 25/05);
(Macedonia ratified the Convention for the protection of the World Cultural and Natural Heritage in 1991);
Law for Health Protection (Official Gazette No. 07/07, 44/11, 145/12, 87/13);
Law for Transport of Hazardous Materials and amendments (Official Gazette Nos. 92/2007, 17/2011 and 54/2011);

Community Health
and Safety

Law for preventing the spreading of the infectious diseases (Official Gazette No. 21/11);
Law for Wages (Official Gazette No. 70/94 with latest amendment within No. 97/ 2010);
Law on Equal Opportunities for Men and Women, and the National Action Plan for Gender Equality (Official Gazette No. 48/10);
Law for Social Protection (Official Gazette No. 79/09, 36/11, 51/11, 166/12, 15/13, 79/13, 164/13, 187/13, 38/14 and 44/14);
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Relevant
environmental/
social issues for
the project

Relevant national legislation
Act, Regulation, Degree
Law for Children Protection (Official Gazette No. 170/10, 23/13, 12/14 and 44/14);
Crisis Preparedness Planning, June 2009 (for abnormal working conditions like high temperatures, floods and similar);
Law on Occupational Health and Safety (Official Gazette No. 92/07, 98/10, 93/11, 136/11, 60/12, 23/13, 25/13, 164/13);

Occupational
Health and Safety

Rulebook on minimal requirements for occupational health and safety on working place (Official Gazette No. 154/2008);
Rulebook for personal protective equipment that uses employees at work (Official Gazette No.92/07);
Rulebook for occupational health and safety at work for workers exposed on risk of noise (Official Gazette No. 21/2008);
Labor Relations Act (Official Gazette No. 158/2010);
Law on Occupational Health and Safety (Official Gazette No. 92/07);
Law for Civil Organizations (Official Gazette No. 52/10);
Law for Wages (Official Gazette No. 92/07) and secondary legislation (Nos.121/07 and 92/09);
Law on Equal Opportunities for Men and Women, and the National Action Plan for Gender Equality (Official Gazette No. 48/10);
Law for Social Protection (Official Gazette No. 79/2009);
Law for Child Protection (Official Gazette Nos. 98/00, 17/03, and 65/04);

Labor & Working
Conditions

Law on Protection During Work (Official Gazette No. 13/98);
Law on Employment & Work of Foreigners (Official Gazette No. 70/07);
Law on inspection for implementation of laws for labor and working conditions (Official Gazette No. 35/97);
Collective agreement for construction industry;
In 1991 Macedonia ratified a number of International Labor Organization (ILO) conventions;
The Law on Expropriation (Official Gazette Nos. 33/95, 20/98, 40/99, 31/03, 46/05, 10/08, 106/08 and 76/10);

Land Acquisition

Law on Property Cadaster (Official Gazette Nos. 40/08, 158/10 and 51/11);
Law on Survey and Land Cadaster (Official Gazette Nos. 34/72 and 13/78);
175

Relevant
environmental/
social issues for
the project

Relevant national legislation
Act, Regulation, Degree
Law for the Treatment of Illegally Constructed Objects; (Official Gazette Nos. 23/11, 54/11)
Law on Ownership and Other Material Rights (Official Gazette No. 18/01);
Law on Construction (Official Gazette No. 51/05; 124/10, 18/11, 36/11, 54/11, 13/12, 144/12, 25/13, 163/13, 28/14, 42/14);
Law on Spatial and Urban Planning (Official Gazette No.51/05; 137/07, 24/08, 91/09; 124/10, 53/2011, 144/12 и 70/13, 163/13,
42/14);
Law on Nature Protection (Official Gazette Nos. 67/06, 16/06, 84/07, 59/12, 13/13);
Law on Agriculture & Rural Development (Official Gazette No. 49/10, 53/11);
Law on Agricultural Land (Official Gazette No. 135/07, 42/11);
Law on Forests (Official Gazette No. 64/2009, 24/11, 53/11);
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RELEVANT ENVIRONMENTAL INSTITUTIONAL SET UP
The environmental chapter (covering all sectors and horizontal issues like EIA/SEA, IPPC) is
very complex in respect to environmental functions and requires involvement of plenty of
governmental institutions with their constituent bodies, academic institutions, Local SelfGovernment Units (municipalities), professional associations and non-governmental
organizations, the business sector (industry and consultant companies) in fulfilling the
environmental related obligations.
The main role for the general environmental protection, regulation and enforcement lays on
the Ministry of Environment and Physical Planning (MoEPP) and its constituent bodies:
a) Administration for Environment,
b) State Environmental Inspectorate,
c) Office of Spatial Information System.
Other relevant governmental institutions which cooperate, coordinate with the Ministry of
Environment and Physical Planning are: the Ministry of Agriculture, Forestry and Water
Economy (MAFWE), Ministry of Economy (MoE), Ministry of Transport and Communication
(MTC), Ministry of Health (MoH), Ministry of Finance (MoF) and Ministry of Internal Affairs
(MoIA). Several governmental institutions are directly responsible for monitoring of state of
the environment and impact of environment pollution to the human health: Directorate for
Hydrometrological Works, Public Health Institute, Hydrobiological Institute in Ohrid.

LOCAL SELF-GOVERNMENT
The Law on Local Self-Governments of 2002 delegated a variety of tasks to municipal level,
including competence to perform urban and rural planning, environmental planning on local
level and protection of environment, nature and spatial regulation, municipal services such
as water supply, waste water treatment, collection, transport and disposal of municipal waste
and supervision of the performance of activities carried out under municipal competency.
Thus, implementation and inspection responsibilities of municipal importance have been
delegated to the local self-government units. The law also introduces the possibility of intermunicipal cooperation in performing the functions under municipal competences. This
requires a mutual agreement among the municipalities involved.
Few selected competences related to the environment issues include:
• EIA - LSG units are competent (based on Article 24 of the Law on Environment) for
assessment of the Environmental Impact Assessment Report (Elaborate) prepared by the
investor/proponent for certain smaller activities and projects (compared to those determined
by the secondary legislation as ones in competence of the central authorities). Decision of
the LSG unit on the approval of the EIA Report (Elaborate) is condition for launching
development projects (construction or operating permits).
• Air - LSG units have competences in planning of the air quality protection in particular in
development of short-term Action Plan for Ambient Air Quality. At the level of zones and
agglomeration, municipalities should join together and should develop Plan for Improvement
of Air Quality at Local Level in zones and agglomeration when air quality is above the
emission limit values. Municipality may establish local monitoring network for air quality and
thus have obligations to collect data for air quality and disseminate to MoEPP and the public.
• IPPC - One of the most important obligations that LSG units have is related to issuing
IPPC B permits for production installations.
• Waste - LSG units are competent for development and adoption of Waste Management
Plans and programmes at their respective area. LSG unites are required to keep records on
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waste generators and total waste quantity generated and managed at their respective area.
LSG units are also competent to supervise the legal entity – Communal Service Enterprises
(CSEs) for collection and transport of communal waste, including inspection and
enforcement.
• Water - LSG units are responsible for pollution prevention and protection of waters,
drinking and non - domestic water supply, drainage, collection and treatment of wastewaters
and storm waters. LSG units carry out activities operating their own local infrastructure as
well as using infrastructure of the Communal Service Enterprises established by the
municipality. LSG units expected to have leading role proposing projects for construction of
waste water treatment plants and water purification plants. LSG units are competent for
development, operation, maintenance of the local monitoring network within their respective
areas.
• Noise - The LSG units have dominant jurisdiction regarding protection from and control
noise generated by IPPC B installations and operators of business activities which are under
responsibility of municipalities.
• Environmental inspection and enforcement – Beside the state environmental
inspectors, there are local environmental inspectors assigned by the LSG units. They
perform regular inspection on the implementation of the environmental legislation and
mitigation measures at IPPC B installations and the companies obliged to prepare the
Environmental Impact Assessment Report (Elaborate).

REVIEW OF SERVICES PROVIDED BY COMMUNAL SERVICE ENTERPRISES
(PROVIDERS)
The waste management, water supply and sewerage of urban wastewater at local level are
under responsibility of local government and these services are provided by the Communal
Service Enterprises (CSEs) that are obliged to deliver safe water to households, commercial
and industrial facilities, to carry out collection and treatment of waste waters (urban and
industrial) and to conduct maintenance of the water supply and sewers system, and of the
WWTP, collect, transport of municipal solid waste and its final disposal to the municipal
landfill. The CSE is also responsible for the maintenance and operation of municipal landfill.
Very often the CSEs provide additional communal services: greenery and park, green
bazaar and cemetery maintenance.
In reference to the drinking water supply and urban waste water collection and treatment the
CSEs could be divided into 3 groups of utilities based on the type of service provided:
• Water supply and waste water service providers;
• Water supply service providers;
• Waste water service providers.
Out of a total of 69 CSEs across the country, 50 CSEs are delivering both water supply and
collection and treatment of waste water. There are 16 CSEs delivering only water supply
services and there are 3 providers providing only waste water services.
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The number of municipalities, number of CSEs per statistical region and the services they
provide are presented in Table 5.
Table 5 Number of municipalities and Communal Service Enterprises (Providers) for water supply and waste
water collection and treatment in Republic of Macedonia

Number of CSPs providing
Regions in RM

East region
North east region
Pelagonija region
Polog region
Skopje region
South east region
South west
region
Vardar region
TOTAL

Number of
municipalities
11
6
9
9
17
10

Water supply and
waste water
service providers
12
4
5
4
2
9

9

7

1

1

9
80

7
50

16

3

Water supply
service providers
1
1
3
4
5
1

Waste water
service
providers

1
1

The representatives of the CSEs are directly involved in the municipal service improvement
projects.
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NATIONAL
ENVIRONMENTAL
IMPACT
ASSESSMENT
PROCEDURE FOR THE PROJECT DEVELOPMENT
The Environmental Impact Assessment procedure has been prescribed into the Law on
Environment Off. Gazette No. 53/05, 81/05 24/07, 159/08 и 83/09; 124/10, 51/11, 123/12,
93/13, 163/13, 42/14 (Chapter XI/Articles 76-94) where the requirements of the EU
Directives on EIA (Directive 85/337/EEC as amended by Directives 97/11/EC, 2003/35/EC
and 2009/31/EC) have been transposed.
The national EIA procedure is presented in Figure 5.
The procedure starts when the Investor (Project Proponent) who intends to implement a
project submits a Notification Letter, in written and electronic form to the Ministry of
Environment and Physical Planning (MoEPP) (Administration for Environment), which is the
responsible authority for the entire procedure. The Administration for Environment is
obligated to publish the Notification in at least one daily newspaper available throughout the
territory of the Republic of Macedonia, and on the website of the MoEPP.

SCREENING:
The Screening procedure is a stage of the EIA procedure during which the MoEPP
determines whether an EIA should be carried out or not for a certain project. For the
development of projects that do not belong to the list of the projects for which the EIA
procedure has to be carried out (small scale projects), there is a requirement for the
preparation of an “Environmental Impact Report-Elaborate” (relevant for the Category B
projects under the WB OP 4.0.1 Environmental Assessment procedure).The detailed
procedure about the preparation of Environmental Report – Elaborate is presented in Figure
5.
If the full EIA procedure should be taken (EIA Study should be prepared) the decision from
the screening stage has to be published in at least one daily newspaper available throughout
the territory of the Republic of Macedonia, and on the website, as well as on the notice
board of the MoEPP. The Investor, the legal entities or natural persons concerned, as well
as the environmental Non-Government Organizations may appeal against the decision to
the ‘Second Instance Commission of the Government of the Republic of Macedonia’
responsible for resolution of administrative matters in the area of environment. After the
screening procedure, the MoEPP informs the Investor of the decision on whether or not an
EIA shall be carried out. Based on such information, the Investor applies for a scoping
opinion for the EIA.

SCOPING:
The Scoping phase is the process during which the MoEPP determines the content and
extent of the matters which should be covered by the environmental impact assessment
study. While drafting the opinion on the scope of the study, the MoEPP shall take into
account the opinions of the Investor and the opinions obtained after publication of the
decision for screening. Once scoping is completed, the EIA Study can be undertaken. The
Investor prepares the EIA Study according to the requirements prescribed into the
secondary legislation and submits it to the MoEPP in both written and electronic format.
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National Environmental Impact Assessment (EIA) procedure

MoEPP/
EA

Publishing the Notification

MoEPP/
EA

Notification

5 days

Investor

30 days

Publishing Scoping opinion

5 days

Screening

5 days

Scoping

Local-self
Governments,
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Skopje,
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Investor, State
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(providing
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Preparation of EIA
Study
Investor / EIA Expert

Public hearing

Information, Public Participation and Access to justice procedure
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procedure

Announcement for availability of
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30 days for
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or rejecting the application for the
project implementation

Consent for project
implementation

Legal
authority for
issuing permit

Figure 5 EIA procedure in the Republic of Macedonia
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PREPARATION OF EIA STUDY:
The Investor preparing the EIA Study is obliged to engage at least one person from the List
of EIA Experts, who shall sign the EIA Study as a responsible person with regard to its
quality.

Public Disclosure:
The public disclosure starts when the MoEPP announces that the draft version of the EIA
Study on a certain development project has been prepared and is available to the public in
at least one daily newspaper, available throughout the territory of the Republic of Macedonia
and local radio/TV station, while the Non-Technical Study is published on the website of the
MOEPP. This EIA Study is submitted for consultation to the municipalities where the project
will be implemented in order to collect their remarks and opinions. During this phase, the
MoEPP is obliged to organize a Public hearing on the draft EIA Study and to ensure
availability of information needed to the public and public participation in the public hearing
event. The MoEPP submits the EIA Study to the bodies of the state administration
responsible for the performance of the activities of the development project.

EIA Review & Decisions:
The Review is the process of checking the adequacy of the EIA Study. The Report of the
adequacy of the EIA Study is prepared by the MoEPP or by persons appointed thereby from
the List of Experts for EIA. On the basis of the study, the Report on the adequacy of the EIA
Study, the public debate and the opinions obtained, the MoEPP issues a Decision on
whether or not to grant consent for the application of the project implementation. The
Decision contains an assessment of whether the EIA Study fulfills the requirements, and the
permit conditions for the project implementation as well as measures for prevention and
reduction of the harmful effects. The MoEPP submits the Decision to the Investor, to the
body of the state administration responsible for issuance of the permit or decision on the
project implementation and to the municipalities where the project will be implemented. The
Decision has to be published in at least one daily newspaper available throughout the
territory of the Republic of Macedonia, on the website as well as on the notice board of the
MOEPP.
Based on the Decision for granting consent for the project implementation, the Authority
responsible to issue the permit for project implementation, issues the Consent for project
implementation to the Investor.

Public involvement into the EIA procedure:
Public involvement in national EIA procedure is regulated in the Law on Environment,
secondary legislation on public information (provided on Figure 6), public participation and
access to justice and in accordance with International Conventions signed and ratified by
Macedonia (e.g. Aarhus Convention and Espoo Convention).
Practical public involvement is performed through:
• Disclosing of the information about the project and EIA process to the public;
• Public participation where public can actively be involved in public discussions
and submit their written opinion within the different EIA phases of the
procedures; and
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• through the mechanism of access to justice, when the public can influence the
decision making by submitting appeals to the Court or Second Instance
Commission of the Government.
Active public participation within the EIA Procedure
(public hearing event)

EIA Study prepared

Announcement for the availability of
the study for comments / opinions

Submitting of written
opinions

Informing of
E-NGOs

MoEPP, Investor, EIA
Experts who have
prepared the Study
present the key findings

Public,
E-NGOs
provide their
opinion

Availability of information for
participation in the public
hearing

MoEPP

MoEPP

Organization of public hearing for the
Draft EIA Study

MoEPP

Public

Minutes of event
Participants, conclusions,
stenographic notes, video and
audio records

MoEPP

Investor, State
Authorities, Local- self
Government, the City of

Publishing of
the Minutes
of event

MoEPP Web
page

MoEPP start the
process of public
hearing

Figure 6 Public hearing during the EIA Study preparation according national legislation

Institutional setup within the EIA procedure
The specific role and responsibility of each stakeholder within the EIA procedure was
analyzed separately and it is presented in the following Table. The variety of actions,
administrative procedures and participation of various stakeholders within the procedure
with their own needs and priorities, shows the complexity of the EIA procedure.
Table 6 Roles and Responsibilities of the stakeholders in the EIA procedure
Authority/ institution

Investor/Proponent

Ministry of
environment and
physical planning
(Administration for
environment,

Roles and Responsibilities
submit the Notification on the intention for project implementation to the MoEPP
submit request for Scoping to the MoEPP
preparation of the EIA Study
submit the EIA Study to the MoEPP
receive the Decision for the project implementation
publish the Notification (in minimum one national daily newspaper and on
the web page of the MoEPP)
- conduct of the Screening procedure
- publish the Screening Decision (in minimum one national daily newspaper,
on the web page and on the notice board of the MoEPP)
-
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Authority/ institution
Public
communication
office

Other Ministries
and State
Institutions and
Local Self
Government units
Ministry of Foreign
Affairs
Experts from the
List of experts

NGOs

State Environmental
Inspectorate

Roles and Responsibilities
- scope definition for the EIA Study for the project
- issuing Opinion of the Scope of the Study and publish the summary of the
Opinion (in minimum one national daily newspaper, on the web page and
on the notice board of the MoEPP)
- announce that EIA Study has been prepared and is available for public
comments
- publish the Non-technical Summary of the EIA Study on its web page
- organize public hearing
- prepare the Meetings from the public hearing and publish it on its web page
- prepare the Report on the adequacy of the EIA Study
- publish the Report of the adequacy of the study in minimum one national
daily newspaper and on its web
- issuing the Decision for granting consent to or rejecting the application for
the project implementation
- publish the Decision in minimum one national daily newspaper, on the web page
and on the notice board of the MoEPP
- establish the List of EIA experts
- provide relevant information during the definition of scope of the EIA Study
preparation of the EIA Study;
- provide consultation during the Scoping and preparation of the EIA Study
- give its opinion during the public consultation process
- involve in the trans boundary EIA process in Macedonia and in other country
during the Official Notification on the intention for project implementation
- scope definition for the EIA Study for the project (optional)
- preparation of the EIA Study
- preparation of the Report on the adequacy of the EIA Study (optional)
- submit an opinion on the Notification
- submit a complaint on the Screening decision to the Governmental
commission and an opinion to Scoping
- submit written opinions/ comments on the EIA Study and take part during the
public hearing
- submit a complaint on the Decision for granting consent to or rejecting
the application for the project implementation to the Governmental
commission
- submit request for temporary measure ban for implementation of the project to
the Court
- inspect whether EIA Study for the project is prepared and whether it is
submitted to the MoEPP
- inspect whether for the implementing project the Decision on granting
consent is issued
- monitor whether the mitigation measures proposed in the EIA Study are
implemented
- limit or prohibit implementation of the project without the Decision to grant
consent for the application of the project implementation

National procedure for environmental assessment of small scale
projects
During the EIA Procedure within the screening phase, if the decision has been that there is
no need for EIA procedure to be carried out the investor should start with procedure for
development of Environmental Impact Assessment Report – Elaborate. This procedure
is obliged for small scale projects (e.g., reconstruction or construction of local streets, roads,
construction of local drinking water supply systems, sewage systems and small scale
WWTPs - less than 10 000 p.e., etc.), causing short-term, minor negative impacts to the
environment.
There are two Rulebooks refer to the projects for which the EIA Report-Elaborate should be
prepared:
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A) Rulebook on the list of projects for which the EIA Report – Elaborate should be
prepared by the investor and the EIA Report need to be adopted by the Ministry of
Environment and Physical Planning (Official Gazette of RM" No. 36/12);
B) Rulebook on the list of projects for which the EIA Report – Elaborate should be
prepared by the investor and the EIA Report need to be adopted by the Mayor of the
municipality (Official Gazette of RM" No. 32/12) or Mayor of City of Skopje.
The content of EIA Report – Elaborate should be prepared in line with the Rulebook on EIA
Report form and content and procedure for EIA Report adoption (Official Gazette of RM No.
123/12).
The EIA Report – Elaborate contains the main characteristics of the project activities, the
main positive and negative environmental impacts identified taking into account the sitespecific baseline environmental data. Very simplified Environmental Protection Program
comprises various measures that will prevent, mitigate and compensate the adverse impact
on all environmental elements need to be developed based on the national environmental
legislation and good international practice. No public hearing is proposed during the
preparation and adoption of the EIA Report-Elaborate. On Figure 7 the simplified scheme of
the EIA Report-Elaborate procedure is presented. The Table 7 shows the roles and
responsibilities of the stakeholders in the EIA procedure (EIA Report - Elaborate).

Environmental Impact Assessment of small-scale projects according the national legal requirements

Decision is issued that no EIA procedure needs to be carried out

MoEPP/
EA

Preparation of EIA Report

Investor

Submission of EIA Report
to the responsible
authority

IF PROJECT ACTIVITIES
BELONG TO:

Rulebook on the list of projects for which the EIA
Report – Elaborate should be prepared and it should be
adopted by the Ministry of Environment and Physical
Planning (Official Gazette of RM" No. 36/12);

Responsible authority for
adoption of EIA Report Elaborate - MoEPP

Rulebook on the list of projects for which the EIA
Report – Elaborate should be prepared and it should be
adopted by the Mayor of the municipality (Official
Gazette of RM" No. 41/12)

Responsible authority for adoption of EIA
Report - Elaborate - Mayer of relevant
municipality or / Mayer of Skopje

Figure 7 EIA small-scale projects national requirements
Table 7 Roles and Responsibilities of the stakeholders in the EIA procedure (EIA Report - Elaborate)
Authority/ institution
Investor/Proponent
Ministry of
environment and
physical planning/
(Administration for
Environment)

Roles and Responsibilities
- submit the Notification on the intention for project implementation to the MoEPP
- preparation of the EIA Report – Elaborate
- prepare the Decision that no EIA procedure is need to be carried out (MoEPP)
- issue the Decision for adoption the EIA Report – Elaborate
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Authority/ institution
Local Self-Government
(Mayor)
Experts from the
List of experts
State Environmental
Inspectorate
Municipal Environmental
Inspectors

Roles and Responsibilities
- issue the Decision for adoption the EIA Report – Elaborate
- preparation of the Notification on the intention for project implementation to the
MoEPP
- preparation of the EIA Report – Elaborate
- inspect whether EIA Report – Elaborate for the project is prepared and
whether it is submitted to the MoEPP/Municipalities
- monitor whether the mitigation measures proposed in the EIA Report –
Elaborate are implemented
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WORLD BANK SAFEGUARDS PROCEDURES
The World Bank has developed and implemented across the world the Safeguard Policies
with main aim to ensure prevention, mitigation and compensation of adverse impacts of
project development to the community where the project is implementing, to the
environment, nature, human health and cultural sites ad objects. The short summary of
several relevant Banks’ Safeguards Policies are presented below.

OP/BP 4.01 ENVIRONMENTAL ASSESSMENT
The Bank requires Environmental Assessment (EA) of projects proposed for Bank
support to ensure that they do not have, or mitigate potential negative environmental
impacts. The EA is a process whose breadth, depth, and type of analysis depend on the
nature, scale, and potential environmental impact of the proposed project. The EA
evaluates a project's potential environmental risks and impacts in its area of influence;
examines project alternatives; identifies ways of improving project selection, siting, planning,
design, and implementation by preventing, minimizing, mitigating, or compensating for
adverse environmental impacts and enhancing positive impacts; and includes the process
of mitigating and managing adverse environmental impacts throughout project
implementation. The EA takes into account the natural environment (air, water and land);
human health and safety; social aspects; and trans boundary and global environmental
aspects. The Borrower is responsible for carrying out the EA and the Bank advises
the Borrower on the Bank‘s EA requirements.
The Bank classifies the proposed projects into three major categories, depending on
the type, location, sensitivity, scale of the project and the nature and magnitude of
its potential environmental impacts.
- Category A: The proposed project is likely to have significant adverse environmental
impacts that are sensitive, diverse, or unprecedented. These impacts may affect an area
broader than the sites or facilities subject to physical works.
- Category B: The proposed project‘s potential adverse environmental impacts on
human population or environmentally important areas-including wetlands, forests,
grasslands, or other natural habitats- are less adverse than those of Category A projects.
These impacts are site specific; few if any of them are irreversible; and in most cases
migratory measures can be designed more readily than Category A projects.
- Category C: The proposed project is likely to have minimal or no adverse
environmental impacts.

OP/BP 4.04 NATURAL HABITATS
The conservation of natural habitats, like other measures that protect and enhance
the environment, is essential for long-term sustainable development. The Bank
therefore supports the protection, maintenance, and rehabilitation of natural habitats
and their functions in its economic and sector work, project financing, and policy
dialogue. The Bank supports, and expects borrowers to apply, a precautionary
approach to natural resource management to ensure opportunities for environmentally
sustainable development. The Bank promotes and supports natural habitat
conservation and improved land use by financing projects designed to integrate into
national and regional development the conservation of natural habitats and the
maintenance of ecological functions. Furthermore, the Bank promotes the rehabilitation of
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degraded natural habitats. The Bank does not support projects that involve the significant
conversion or degradation of critical natural habitats.

OP/BP 4.11 PHYSICAL CULTURAL RESOURCES
Physical cultural resources are defined as movable or immovable objects, sites,
structures, groups of structures, and natural features and landscapes that have
archaeological, paleontological, historical, architectural, religious, aesthetic, or other
cultural significance. Their cultural interest may be at the local, provincial or national
level, or within the international community. Physical cultural resources are important
as sources of valuable scientific and historical information, as assets for economic
and social development, and as integral parts of a people's cultural identity and
practices. The Bank assists countries to avoid or mitigate adverse impacts on physical
cultural resources from development projects that it finances. The borrower addresses
impacts on physical cultural resources in projects proposed for Bank financing, as an
integral part of the environmental assessment (EA) process. When the project is likely
to have adverse impacts on physical cultural resources, the borrower identifies
appropriate measures for avoiding or mitigating these impacts as part of the EIA
process. These measures may range from full site protection to selective mitigation,
including salvage and documentation, in cases where a portion or all of the physical
cultural resources may be lost.

OP/BP 4.36 FORESTRY
The Policy envisages the protection of forests through consideration of forest-related
impact of all investment operations, ensuring restrictions for operations affecting critical
forest conservation areas, and improving commercial forest practice through the use
of modern certification systems. In the process of forest conservation interventions,
especially the local people, the private sector and other pertinent stakeholders should be
consulted. In general, the Policy aims at reducing deforestation and enhancing the
environmental and social contribution of forested areas.

OP/BP 4.12 INVOLUNTARY RESETTLEMENT
This Policy is based on assisting the displaced persons in their efforts to improve or
at least restore their standards of living.
The main purpose the Policy is that development undertakings should not cause the
impoverishment of the people who are within the area of influence of the
undertakings. In cases where resettlement of people is inevitable, or in cases where
loss of assets and impacts on the livelihood of the PAPs is experienced, a proper
action plan should be undertaken to at least restore, as stated above, their standard of
life prior to the undertakings. Concerning public consultation, resettles as well as the
host communities should be consulted for the successful implementation of the
resettlement process. The views of the consulted resettles and the host communities
should be incorporated into the Resettlement Action Plan including the list of their
choices.

IFC ENVIRONMENTAL, HEALTH AND SAFETY GUIDELINES
The Environmental, Health and Safety (EHS) Guidelines of the International Finance
Corporation (IFC), 2008 are the safeguard guidelines for environment, health and safety for
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the development of the industrial and other projects. They contain performance levels
and measures that are considered to be achievable in new facilities at reasonable
costs using existing technologies.
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MUNICIPAL SERVICE IMPROVEMENT PROJECT DESCRIPTION
PROJECT OBJECTIVE
The main objective of the Municipal Service Improvements Project (MSIP) is to improve
transparency, financial sustainability and delivery of targeted municipal services in
participating municipalities. The project aims to achieve this objective through a focus on
infrastructure and services under the responsibility of participating municipalities and their
Communal Service Enterprises (CSEs), such as: drinking water supply, municipal solid
waste management, support for energy efficiency through reconstruction of municipality
buildings and school and kindergartens, replacement of street lighting, urban transport and
other services under municipal provision.
MSIP finances investments in basic local infrastructure and municipal services, provides
technical assistance (TA) to municipalities and CSEs, and supports institutional reforms in
municipalities through performance grants. The project would provide institutional support to
central agencies for policy and strategic analysis related to financial sustainability of
communal services.

PROJECT COMPONENTS
Component A (Municipal Investments) - This component provides loans to municipalities
that are eligible to borrow. Investments to be financed under this component would be
mainly for revenue-generating public services and other investment projects of high priority
to municipalities and with cost saving potential. Sub-projects may include the following:
(i) Water and sanitation services: finance for civil works, equipment, and consulting
services to rehabilitate water and sanitation services, including source and
consumption metering, leak detection and repair, network rehabilitation and
optimization, pressure zoning, and equipment for operations, urgent rehabilitation
and repair of selected sewers, sewer maintenance equipment, and pipe replacement;
(ii) Solid waste management: finance for collection infrastructure and support equipment,
such as collection bins, support vehicles and other related equipment and consulting
services; and to a limited extent, civil works and equipment to upgrade existing
disposal sites to meet minimum sanitary standards;
(iii) Other revenue-generating or cost-saving investments: finance for civil works,
equipment and related consulting services for upgrading and/or expanding of other
services or facilities under the responsibility of municipalities, such as public lighting,
storm water drainage systems, urban transport systems, green markets, or insulation
of public buildings to lower energy consumption or otherwise enhance efficiency.
Component B (Capacity Building and Institutional Reform) - This component would
include consultancy services and technical assistance for the following:
(i) Sub-project preparation support: feasibility studies and required financial,
environmental, and social assessments; preparation of final designs and bidding
documents; and bidding procedures for investments funded under Component A.
(ii) Local capacity building: finance technical assistance, training, and consulting services
for municipalities and CSEs to improve service provision performance and meet
project objectives. Capacity-building activities and institutional strengthening would
help municipalities and CSEs meet criteria for Component C (performance grants).
The TA would also support communications and public outreach activities.
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(iii) National-level institutional strengthening: support national agencies through a study of
policy issues and strategy development related to the financial sustainability of
municipal services, including possibilities to establish a revolving fund.
Component C (Performance-Based Investment Grants) - This component provides
grants to municipalities as incentives and rewards for implementing reform initiatives to
improve service delivery performance. Performance grants will be awarded according to
fulfillment of 4 from 7 stated criteria. The grant award amount to an individual municipality
will be up to 20 percent of the investment sub-loan. The grants can be used for new
investment of the type funded under Component A, and in fact could be an extension of the
original investment funded by the sub-loan.
Component D (Project Management, Monitoring and Evaluation). This component would
support project management unit (PMU) operation and assist with project implementation
and monitoring.

STATUS OF MSIP IMPLEMENTATION
The Municipal Services Improvement Project for Macedonia started in 2009 with main
goal to improve transparency, financial sustainability, and delivery of targeted
municipal services in the participating municipalities in the country. The Republic of
Macedonia has requested the World Bank’s assistance in addressing these challenges
and the loan of 75M USD has been signed to support municipal investments, capacity
building and institutional strengthening activities, to deliver performance grants after
successful implementation of the investments by the municipalities and to provide proper
project management and communication with municipalities.
The Ministry of Finance has established the Project Implementation Unit for smoothly
implementation of the project and assistance to the municipality to prepare all necessary
project documentation according WB and national legislation. The already completed and
ongoing projects are focused on infrastructure and services under the responsibility of
participating municipalities and their communal service enterprises, such as: water supply,
sanitation, rehabilitation of sewer system, procurement of vehicles for solid waste
management, rehabilitation and reconstruction of local roads and streets,
reconstruction of municipality buildings, schools, support for other functions such as
energy efficiency – street lighting and replacement of mercury containing bulbs with
sodium efficient one, installation of thermal heating pumps, urban transport and other
services under municipal provision.
By end 2013, in total 22 projects were completed. High share of them (9) referred to
procurement of equipment for communal services, mostly solid waste vehicles. The
remaining referred to water supply network, street lighting and installation of geothermal
pumps.
The overview of different types of project activities financed until June 2014 is presented on
Table 8.
Table 8 Project category and type of project activities within the MSIP (status June 2014)
Project category
Type of project activity
Infrastructure
Water and sanitation
services

• Construction and reconstruction or rehabilitation of local streets
(various length)
• Construction and reconstruction or rehabilitation of various local roads
• Construction of the bridge on the channel on the local road
• Construction of the water supply network
• Implementation of a storm water management system
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Project category

Solid waste
management

Other revenuegenerating or costsaving investments

Type of project activity
• Reconstruction of part of the water supply system, complete water
supply system or extend the water supply system
• Construction of the drinking water reservoir
• Procurement and installation of water meters
• Providing basic equipment for the maintenance of public hygiene
(vehicles for snow cleaning, street cleaning, construction vehicle, etc)
• Procurement of special vehicles for collection and transportation of
municipal solid waste
• Reconstruction of the street lighting (replacement of mercury containing
lamps with more energy efficient lamps)
• Installation of the geothermal pumps
• Construction of the primary school including demolition of the old
school building
• Reconstruction of the primary schools
• Insulation of primary school and kindergartens for better energy
efficiency
• Reconstruction and adaptation of municipality buildings
• Rehabilitation of the river banks and construction of parking lots
• Rehabilitation of the main squares in the towns

Taking into account the fact that the MSIP Project Implementation Unit will be responsible for
transfer of the EU IPA funds for rural development, the type of project activities will be
extended to additional very important projects for the rural municipalities in order to achieve
sustainable development. The possible additional project activities based on the fulfilled
questionnaires by the rural municipalities are listed in Table 9.
Table 9 Additional possible type of projects activities for the next period
Project category
Type of project activity
Infrastructure
Water and sanitation
services
Solid waste
management
Other revenuegenerating or costsaving investments

• Arrangement of the river area (sidewalks, river bed, lighting)
• Construction of the water purification plant
• Construction of small scale WWTP (less than 10.000 p.e) and sewage
system
• Replacement of drinking water supply asbestos containing pipes
• Fencing of the municipal landfill
• Procurement of equipment and surveillance system for municipal
landfill
• Gas supply to the agricultural land and greenhouses
• Landscaping of the city park
• Electricity supply of settlement

It is expected that maybe other small scale municipal activities (e.g., construction of: park,
parking space and paving of sidewalks, construction of multifunctional sport facility,
construction of green market, construction of touristic tracks across mountain, arranging of
picnic areas, regulation of a dry ravine) which lead to the improvement of the everyday living
of the citizens and already discussed and prioritized among the local community could occur
as a request for financing.

ENVIRONMENTAL ASSESSMENT WITHIN THE MSIP
According the World Bank Environmental Safeguard – Operational Procedure 4.0.1,
the Bank requires Environmental Assessment of projects proposed to be financed with
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Bank loan in order to ensure that the projects are environmentally sound and
sustainable improving decision-making process.
Refer to WB Environmental Assessment policy at the beginning of the Municipal
Service Improvement Project in Macedonia in 2008, the Environmental Assessment
and Management Framework Document (EMFD) was prepared and disclosure
procedure was performed in order to identify the adverse environmental impacts of
next coming small-scale (Category B) projects with site-specific impacts that could be
overcome with proposed mitigation measures. In the EMFD several types of projects
were analyzed and the mitigation measures and monitoring plan was developed:
a. Water and sanitation services: finance civil works, equipment and consulting
services for rehabilitation of water and sanitation services, including for source
and consumption metering, leak detection and repair, network rehabilitation and
optimization, pressure zoning and equipment for operations; and urgent
rehabilitation and repair of selected sewers, sewer maintenance equipment and pipe
replacement.
b. Solid waste management: finance collection infrastructure, support equipment,
such as collection bins, support vehicles, and other related equipment and consulting
services.
c. Other revenue-generating or cost-saving investments: finance civil works,
equipment and related consulting services for upgrading and/or expanding of
other services or facilities under the responsibility of municipalities, such as storm
water drainage systems, public buildings such as schools, urban transport
systems, etc. to lower energy consumption or otherwise enhance efficiency.
All WB financed municipality projects so far within the Municipal Services Improvement
Project belong to the above mentioned type of projects (Category B) already
included in the Environmental Management Framework Document.
According the WB procedure, for these projects in the phase of preparation the Project
Appraisal Document, the Environmental Chapter has been developed covering main sitespecific characteristics, expected sensitive receptors, assessment of the possible
adverse impacts with their significance, reversibility, importance. The measures have
been identified in order to avoid, prevent, mitigate or compensate adverse
environmental impacts and Environmental Mitigation Plan has been prepared defining the
main responsibility roles for Sub Contractor and Supervisor. The Monitoring Plan has
been prepared as well for each project prescribing the parameters that should be
monitored, frequency of monitoring, how it is made and responsible institution/company for
monitoring.
According the national legislation, as these are small-scale projects, for some of them
the Environmental Impact Assessment Report (Elaborate) were prepared and the
documents were adopted by the Mayor of the Municipality or Ministry of Environment
and Physical Planning (More info at the National EIA legislation Chapter and EIA procedure
Chapter).
During the implementation of MSIP 1 and MSIP 2 phases, several new project activities that
were not proposed and listed within the EMFD prepared in 2008, arose (e.g., reconstruction
of schools in Municipality of Gazi Baba, Petrovec and Butel). The type of activity
“construction of primary school” is not listed in any of the national lists with projects for which
the Summary EIA Report (Elaborate) should be prepared. As these activities belong to
Category B projects refer to the World Bank Environmental Assessment Operational
Procedure 4.0.1, the Summary Environmental Impact Assessment Study was developed
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following the OP 4.01 for each project. The Summary EIA Study was developed upon the
World Bank procedures and the document identified the current environmental conditions
around the school (usually it is very urban residential area), the project activities included in
the proposed project and the identification of the possible sensitive environmental issues
was performed in order to develop the Environmental Mitigation Plan and Monitoring Plan.
According the WB safeguard procedures the public disclosure was provided posting the
developed Summary EIA Study including the Environmental Mitigation Plan and Monitoring
Plan on the web site of the municipalities and web site of the Ministry of Finance. The
comments and remarks submitted by the public have been taken into account before the
works started.
The existing procedure for environmental assessment, screening, preparation, public
disclosure and implementation of sub-project specific EIAs and EMPs, as used under MSIP,
will continue to be applied under the Project, including on any new types of sub-project that
may be developed. The sub-projects determined to belong to Category A according to WB
OP 4.01 will not be legible for financing under the Project.
The categorization of project activities within MSIP (existing and additional) according the
national environmental regulation is presented in the Table 10.
Table 10 Categorization of project activities within MSIP (existing and additional) according the national
legislation
Project
Type of project activity
Necessity of preparation the EIA Report
category
Status June 2014

Infrastructure

Water and
sanitation
services

• Construction and
reconstruction or
rehabilitation of local
streets (various length)
• Construction and
reconstruction or
rehabilitation of various
local roads
• Construction of the bridge
on the channel on the local
road
• Construction of the water
supply network
• Implementation of a
storm water
management system
• Reconstruction of part of
the water supply
system, complete water
supply system or extend
the water supply system
• Construction of the
drinking water reservoir
• Procurement and
installation of water
meters

• Rulebook on the list of projects for which the
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Mayor of the municipality
(Official Gazette of RM" No. 32/12)

• Rulebook on the list of projects for which the
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Mayor of the municipality
(Official Gazette of RM" No. 32/12) Chapter 1
Agriculture, forestry and water management –
3. Local water supply and sewerage system
with waste water treatment plant

• No obligation for preparation of EIA Report
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Project
category

Solid waste
management

Other
revenuegenerating or
cost-saving
investments

Infrastructure

Type of project activity
• Providing basic
equipment for the
maintenance of public
hygiene (vehicles for
snow cleaning, street
cleaning, construction
vehicle, etc)
• Procurement of special
vehicles for collection
and transportation of
municipal solid waste
• Reconstruction of the
street lighting
(replacement of mercury
containing lamps with
more energy efficient
lamps)
• Installation of the
geothermal pumps

• Construction of the
primary school including
demolition of the old
school building
• Reconstruction of the
primary schools
• Insulation of primary
school and kindergartens
for better energy
efficiency
• Reconstruction and
adaptation of municipality
buildings
• Rehabilitation of the river
banks and construction
of parking lots

Necessity of preparation the EIA Report
• No obligation for preparation of EIA Report

• No obligation for preparation of EIA Report

• No obligation for preparation of EIA Report

• Rulebook on the list of projects for which the
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Ministry of Environment and
Physical Planning (Official Gazette of RM" No.
36/12) Chapter 11- 12.Projects for abstraction
and return of groundwater
• No obligation for preparation of EIA Report

• No obligation for preparation of EIA Report
• No obligation for preparation of EIA Report

• No obligation for preparation of EIA Report

• Rulebook on the list of projects for which the
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Ministry of Environment and
Physical Planning (Official Gazette of RM" No.
36/12) Chapter XII-3. parking lots and public
garages
• Rehabilitation of the main
• Rulebook on the list of projects for which the
squares in the towns
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Mayor of the municipality
(Official Gazette of RM" No. 32/12) Chapter 10
Infrastructure projects – 2.Reconstruction of
local roads
Additional possible type of projects in the next period
• Arrangement of the river
• Rulebook on the list of projects for which the
area (sidewalks, river
EIA Report – Elaborate should be prepared by
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Project
category

Type of project activity
bed, lighting)

• Construction of the water
purification plant

Water and
sanitation
services

• Construction of small
scale WWTP (less than
10.000 p.e) and sewage
system

• Replacement of drinking
water supply asbestos
containing pipes
• Fencing of the municipal
landfill
Solid waste
management

Other
revenuegenerating or
cost-saving
investments

• Procurement of
equipment and
surveillance system for
municipal landfill
• Gas supply to the
agricultural land and
greenhouses

• Landscaping of the city
park
• Electricity supply of
settlement

Necessity of preparation the EIA Report
the investor and the EIA Report need to be
adopted by the Ministry of Environment and
Physical Planning (Official Gazette of RM" No.
36/12) Chapter 11 projects for the construction
of waterways, ports and harbors for fishing
• • Rulebook on the list of projects for which
the EIA Report – Elaborate should be
prepared by the investor and the EIA
Report need to be adopted by the Mayor of
the municipality (Official Gazette of RM"
No. 32/12) Chapter 1 Agriculture, forestry
and water management – 6. collection,
treatment and supply of water from local
importance
• Rulebook on the list of projects for which the
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Ministry of Environment and
Physical Planning (Official Gazette of RM" No.
36/12) Chapter 10 Waste management and
activities for remediation – Waste water
treatment plant with a capacity less than 10,000
inhabitants
• No obligation for preparation of EIA Report
• No obligation for preparation of EIA Report
• No obligation for preparation of EIA Report

• Rulebook on the list of projects for which the
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Ministry of Environment and
Physical Planning (Official Gazette of RM" No.
36/12) Chapter 12.Transport and storage – 1.
Transportation pipeline (transportation of gas,
liquids, water, gas, diluted cement, mortar and
other goods through pipelines)
• No obligation for preparation of EIA Report
• Rulebook on the list of projects for which the
EIA Report – Elaborate should be prepared by
the investor and the EIA Report need to be
adopted by the Ministry of Environment and
Physical Planning (Official Gazette of RM" No.
36/12) Chapter 11Infrastructure projects – 20.
Transmission lines with voltage levels from 1 kV
to 110 kV
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The following WB safeguard polices triggered by the existing and additional project activities
within the MSIP project are presented in Table 11.
Table 11 Safeguard policies triggered by the MSIP project existing and additional)
Environmental Assessment OP/BP 4.01
Natural Habitats OP/BP 4.04
Forests OP/BP 4.36
Pest Management OP 4.09
Physical Cultural Resources OP/BP 4.11
Indigenous Peoples OP/BP 4.10
Involuntary Resettlement OP/BP 4.12
Safety of Dams OP/BP 4.37
Projects on International Waterways OP/BP 7.50
Projects in Disputed Areas OP/BP 7.60

Yes
No
No
No
No
No
Yes
No
No
No
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ENVIRONMENTAL IMPACTS
The impact identification and assessment process should be carried out based on the
baseline conditions identified during the project concept and feasibility study development in
order to identify any environmental sensitive areas, the value/sensitivity of resources and
receptors, and the project actions and activities that may significantly affect the baseline
environmental or socio economic conditions during any of the project phase. The importance
of the impact assessment through the whole Project Life Cycle is shown on Figure 8. The
environmental assessment should cover the all project activities that will be taken during the
any decommissioning phase (e.g., very important phase from environmental point of view
during the construction of new school and dismantling the old one as there are very often
asbestos containing materials), reconstruction, rehabilitation or construction phase and
operational phase of the project.

Figure 8 Environmental Management System in Project Life Cycle

In order to assess the impact the following assessment criteria could be used: a) type of
impact, b) reversibility, c) geographical extent, d) magnitude, e) duration of the impact, f)
likelihood of appearance, g) extent /location where impact occurs and h) timing of
occurrence.
In assessing the level of impact that the project activity could cause, two key criteria are
mainly considered:
• Consequence/Significance: the resultant impact (positive or negative) of an
activity‘s interaction with the legal, natural and/or socio-economic environments;
the categorization for consequence is presented in Table 12.
• Likelihood: the likelihood that an activity will occur. The categorization for likelihood is
presented in Table 13.
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Table 12 Impact assessment - Consequence

Consequence
Category

Addressed

Significant

Most severe, alternative will be proposed through environmental
hazard risk management

Major

Severe, alternative/avoidance will
environmental hazard risk management

Moderate

Less severe, measures will be proposed to minimize impact

Minor

Less severe, mitigation measures will be proposed

Negligible

Less severe. Mitigation and enhancement measures will be
prepared if possible

None

No impact, enhancement measures will be prepared if possible

Positive

Positive impact

be

proposed

through

Table 13 Impact assessment - Likelihood

Likelihood
Category

Definition

Certain

The activity will occur under normal operating conditions

Very likely

The activity is very likely to occur under normal operating condition

Likely

The activity is likely to occur at some time under normal operating
conditions

Unlikely

The activity in unlikely to but may occur at some time under normal
operating conditions

Very unlikely

The activity is very unlikely to occur under normal operating
conditions but may occur in exceptional circumstances

The above mentioned criteria should be used during the environmental and social impact
assessment. The example of the Environmental Screening Check List is presented in
ANNEX 1.
The examples of Environmental Mitigation Plans and Monitoring Plans are presented in
Chapters 10 and 11.
During the project implementation the regular monitoring need to be performed in order to
check the implementation of OH&S and environmental mitigation measures proposed within
the EMPs. The template of the Site visit monitoring Report is presented in ANNEX 2.
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ENVIRONMENTAL MITIGATION AND MONITORING PLANS
ENVIRONMENTAL MITIGATION PLAN FOR THE PROJECT - EXTENSION, RECONSTRUCTION/CONSTRUCTION
WATER SUPPLY NETWORK, STORM WATER NETWORK, SEWERAGE NETWORK OR CONSTRUCTION

OF
OF

DRINKING WATER RESERVOIR
Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Marking out the location for water supply network, storm water network, sewerage network or drinking water reservoir
Possible adverse social and
health impacts to the citizens
and traffic as well as for the
workers due to:
•

Local
Short
term/minor

Application of good practice for marking out the construction site including:
• Ensure the marking out the construction site;
• Forbidden of entrance of unemployed persons within the fence;
• Adequate warning tapes and signage need to be provided;
• Health and Safety measures should be applied: a) Security measures like:
perimeter fence, life jackets, use of proper protective clothing and
equipment by employees, warning signs for the public around the
construction site; b) Maintain a good level of personal hygiene-have on
site installations for washing, cleaning; c) Health protection-fist aid kits and
medical service on sites d) Apply the emergency and normal first aid
procedure for any injury if such occur through construction work;
• The roads should be kept clean

• Contractor –Bidder
• Supervisor

Unsafely start of
construction works
• Injury due to passing
near by the open trench
and manholes
• Not compliance with
health and safety at work
procedure
• Inappropriate public
access
Project activity: Extension, Reconstruction/Construction of water supply network, storm water network, sewerage network or drinking water
reservoir

200

Potential impact
Possible
landscape
aspects

impacts
on
and
visual

Impact scale

Proposed mitigation measures

Local

•

Short
term/minor

•
•
•

Possible emissions by
transportation vehicles and
impact on air quality due to:
- gases emissions of
dust-suspended
particulates
- emissions from the
mobile sources
(vehicles and
construction
machinery) of CO2,
NOx, PAH, SO2

Possible noise disturbance
as a result of outdoor
equipment usage and
transportation vehicles
driving around the sites

Local

•

Short
term/minor

•

Local
Short term
/major

•

Good construction practices have to be implemented – including fencing
and protection of construction site according to national legislation;
Minimization of the construction area as much as possible (carefully
planning and design of the project activity according the Traffic
Management Plan for a certain period of time);
Fully clean-up of the construction site immediately after accomplishment
of reconstruction activities section by section;
Collection of the generated waste on daily basis, selection of waste,
transportation and final disposal on appropriate places (according the type
of waste – more details under Waste management issue).
Reconstruction site, transportation routes and materials handling sites
should be water-sprayed on dry and windy days;
Construction materials should be stored in appropriate places covered to
minimize dust;
Vehicles and construction machinery will be required to be properly
maintained and to comply with relevant emission standards;

•

Conduction of regular maintenance of the vehicles and construction
machinery in order to reduce the leakages of motor oils, emissions and
dispersion of pollution;

•
•

Vehicle loads likely to emit dust need to be covered;
Usage of protective masks for the workers if the dust seems to be
appeared;
Restriction of the vehicle speed within the construction location;
Burning of debris from ground clearance not permitted
The level of noise should be not exceed more that national limited level
(according to national legislation and EU requirement);
The construction work should be not permitted during the nights, the
operations on site shall be restricted to the hours 7.00 -19.00;
The workers should be provided with ear protective devices (ear muffs
and/or ear plugs)

•
•
•
•
•

Responsibility
• Contractor –Bidder
• Supervisor

• Contractor –Bidder
• Supervisor

• Contractor –Bidder
• Supervisor
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Potential impact

Impact scale

Possible adverse
environmental impact and
health effects could be
occurred as a result of
generation of the different
waste streams
The inappropriate waste
management and not in
time collection and
transportation of waste
streams

Local

Soil pollution

Local

The negligible impacts on
soil arising from construction
activities are expected. The
compaction of soil can be
expected due to vehicle

Short term
/minor

Short
term/major

Proposed mitigation measures

Responsibility

Identification of the different waste types at the reconstruction site (soil,
sand, asphalt, pieces of asphalt, road surfacing, bottles, food, parts of
pipes, paper, broken concrete etc…);
• Classification of waste according the national List of Waste (Official
Gazette no.100/05)
• The main waste would be classified under the Waste Chapter 17
“Construction and demolition wastes (including excavated soil)” with the
waste code 17 01 – Waste from concrete, bricks, 17 05 04 – Excavated
soil, 17 09 04 – Mixed waste from construction site, 17 03 - bituminous
mixtures;
• Small amount of solid municipal waste could be found (food, beverages),
as well as packaging waste (paper, bottles, glass, etc.)
• Transportation and final disposal of the inert and communal waste by the
Public Utility Enterprise;
• The contract with the company for waste collection and transportation
should be signed for collection and transport of waste to the Landfill;
• The construction waste should be promptly removed from the site, should
be re-used if it is possible;
• The materials should be covered during the transportation to avoid waste
dispersion;
• Burning of construction waste should be prohibited;
• Fulfillment of the Annual Report for non-hazardous waste management by
the Mayor of Municipality and reporting to the Ministry of Environment and
Physical Planning;
• Possible hazardous waste (motor oils, vehicle fuels) should be collected
separately and authorized collector and transporter should be subcontracted to transport and finally dispose the hazardous waste
The possible mitigation measures for minimization of the soil pollution could be:
• Transportation vehicles should be enclosed to avoid potential leakage;
• Promptly clean-up spills of transported material on public roads and
construction sites;
• Proper positioning of the water drainage system on the construction site
• All roads and asphalt surfaces should be maintained clean in order to
prevent runoffs from them into the ground water and other water flows;

• Contractor –Bidder
• Supervisor

•

• Municipality staff
(Communal Inspector/
Environmental
Inspector)

• Contractor –Bidder
• Supervisor
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Potential impact
movement, ground
contamination from the
spillage of materials such as
vehicle fuel, motor oils,
asphalt, inert waste,
construction waste.

Impact scale

Proposed mitigation measures
•

Responsibility

Not to keep fuel, oil or lubricants along the alignment, especially not in the
vicinity of draining structures

Possible impact on soil and
water and cause the erosion
of the land as a result of loss
of upper soil layer due to
erosion as a result of
construction activities

203

ENVIRONMENTAL MITIGATION PLAN
TREATMENT PLANT
Potential impact

Impact scale

FOR THE PROJECT

– CONSTRUCTION

OF SMALL SCALE

Proposed mitigation measures

WASTE WATER
Responsibility

Project activity: Marking out the location for construction of Waste Water Treatment Plant
Possible adverse social
and health impacts for all
stakeholders
in
the
construction
and
operational
phase
of
WWTP due to:
•
•

•

•

Unsafe start of
construction works
Not compliance with
health and safety at
work procedure
Inappropriate public
access or traffic
disturbance
Not compliance with
working conditions
prescribed in obtained
construction/
operational permits refer to the technology
used

Local/Regional
Long term
term/major

Issues to be considered in plant and process design:
• All feasible alternative project designs should be explored to avoid or
at least minimise physical and/or economic displacement;
• All conditions issued by national permitting bodies need to be taken
into consideration;
• The environmental, OH&S and community safety measures proposed
need to be incorporated in the project design;
• The design of infrastructure objects (WWTP, pumping station, etc…)
should be made in most environment friendly way and by
implementing BAT for this types of structures;
• Design of the technological process should provide as much use of
gravity flow as possible;
• Equipment & machines and technology selection should also include
‘energy efficiency ‘as selection criterion;
• Selection of mechanical and electrical equipment with low noise level
characteristics. The equipment and machinery installed at the
proposed WWTP should meet all national noise regulation for max.
allowed noise levels at day and night time;
• The sufficiency of dimensioning the plant (main and auxiliary
equipment);
• Examination of the sub-processes in term of necessity for their
duplication and spare parts. There must be at least one spare pump
available for incoming water;
• Primary treatment must be located indoors for easy maintenance and
control of the odour nuisance;
• Possibility to by-pass the different units during the maintenance;
• Application of BAT for sludge treatment, transport and deposition at

• Investor and Project
Main Design Developer
• Main Design Supervisor
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Potential impact

Impact scale

Proposed mitigation measures

Responsibility

landfill. Spare equipment and double lines, enough storage place and
backup plan for transporting the sludge are needed;
• The efficient mixing of chemicals must be ensured and optimization of
energy and chemicals consumption need to be considered;
• Planning & organization of construction works should ensure
minimization of leakages of polluted wastewater to groundwater.
Project activity: Construction of Waste Water Treatment Plant
Possible
landscape
aspects

impacts
on
and
visual

Possible adverse social
and health impacts to the
community, drivers and
workers due to:
• Lack of ensured safety
measures at the start of
construction works ;
• Injury due to passing
near by the
construction WWTP
site;
• Non-compliance with
strict OH& S standards
and work procedure;

Local
Long
term/minor

Local
Short term
/major

•
•

Site Management Plan need to be developed before star up activities;
Good construction practices have to be implemented – including
fencing and protection of construction site according to national
legislation;
• Minimization of the construction area as much as possible ;
• Fully clean-up of the construction site immediately after
accomplishment of activities phase by phase;
• Collection of the generated waste on daily basis, selection of waste,
transportation and final disposal on appropriate places (according the
type of waste – more details under Waste management issue).
Application of good practice for marking out the construction site including:
• Preparation of the Traffic Management Plan together with the
municipal staff;
• Preparation of the Site Management Plan and OH&S Plan;
• Provide the information via local radio/TV station/local newspaper
about the construction activities - duration of work and possible traffic
access;
• Notice boards about the construction activities need to be posted;
• Light over the evenings and nights on the construction site need to be
provided;
• Safeguard service (24 hours) need to be organized;
• Ensure the appropriate marking out the construction site;
• Forbidden of entrance of unemployed persons within the warning
tapes;
• Community and Worker’s OH&S measures should be applied (first aid,
protective personal equipment and tools for the workers, appropriate

• Contractor –Bidder
• Supervisor

• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environmental
Inspector/Traffic
Engineer/OH&S
Inspector)
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Potential impact

Impact scale

•

Inappropriate public
access
Possible emissions by
transportation vehicles and
impact on air quality due
to:
- gases emissions of
dust-suspended
particulates
- emissions from the
mobile sources
(vehicles and
construction
machinery) of CO2,
NOx, PAH, SO2 ;

Possible noise disturbance
as a result of outdoor
equipment usage and
transportation vehicles
driving around the sites

Proposed mitigation measures
•

Local

•

Short
term/minor

•
•
•
•
•
•
•

Local

•

Short term
/major

•
•
•
•
•

Responsibility

ergonomic machines and tools);
The portable toilet should be placed on the construction site
Construction site, transportation routes and materials handling sites
should be water-sprayed on dry and windy days, especially near
residential areas;
Vehicles and construction machinery will be required to be properly
maintained and to comply with relevant emission standards;
Construction materials should be stored in appropriate places covered
to minimize dust;
Regular maintenance of the vehicles and construction machinery is
needed and keep records on site;
Vehicle loads likely to emit dust need to be covered;
Restriction of the vehicle speed within the construction location;
Burning of debris from ground clearance not permitted;
The measures for avoidance and minimization of impact from the
corrosive and toxic gases need to be applied (inspection of potential
sources, implementation of the emergency response plans if the
accident occurs, the hydrogen sulphide could be reduced by local
ventilation system, etc.);

• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environmental
Inspector/Traffic
Engineer/

The level of noise at the site should be not exceed more that national
limited level (according to national legislation and EU requirement);
The construction work should be not permitted during the nights, the
operations on site shall be restricted to the hours 7.00 -19.00;
The workers should be provided with ear protective devices (ear muffs
and/or ear plugs);
If necessary, the modification of the design specifications need to be
performed - low noise ventilation fans, pumps and electromotor drives;
Installation of noise enclosures or buffers;
The Traffic Management Plan need to be developed and submitted
prior start - up of construction activities.

• Contractor –Bidder
• Supervisor
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Potential impact

Impact scale

Possible adverse
environmental impact and
health effects could be
occurred as a result of
generation of the different
waste streams
The inappropriate waste
management and not in
time collection and
transportation of waste
streams

Local

The negligible impacts on
soil arising from
construction activities are
expected as a result of:

Local

-

Vehicle
movement, ground
contamination from
the spillage of
materials such as

Short
term/major

Short term
/minor

Proposed mitigation measures
•

Identification of the different waste types at the construction WWTP
site (soil, sand, inert waste, bottles, food, parts of pipes, paper,
concrete etc…) and waste stream classification according the national
List of Waste (Official Gazette no.100/05);
• The main waste would be classified under the Waste Chapter 17
“Construction and demolition wastes (including excavated soil)” with
the waste code 17 01 – Waste from concrete, bricks, 17 05 04 –
Excavated soil, 17 09 04 – Mixed waste from construction site, 17 03 bituminous mixtures;
• Other possible hazardous waste (motor oils, vehicle fuels) should be
collected separately as well and authorized collector and transporter
should be sub-contracted to transport and finally dispose the
hazardous waste;
• Transportation and final disposal of the inert and communal waste by
the Public Utility Enterprise within the municipality;
• The contract with the company for waste collection and transportation
should be signed for collection and transport of waste to the Landfill;
• The construction waste should be promptly removed from the site,
should be re-used if it is possible;
• The materials should be covered during the transportation to avoid
waste dispersion;
• Burning of construction waste should be prohibited;
• Fulfilment of the Annual Report for non-hazardous waste management
by the Mayor of Municipality and reporting to the Ministry of
Environment and Physical Planning.
The possible mitigation measures for minimization of the soil pollution could
be:
• Transportation vehicles should be enclosed to avoid potential leakage;
• Promptly clean-up spills of transported material on public roads and
construction sites;
• Proper positioning of the water drainage system on the construction
site
• All roads and asphalt surfaces should be maintained clean in order to
prevent runoffs from them into the ground water and other water flows;

Responsibility
• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal Inspector/
Environmental Inspector)

• Contractor –Bidder
• Supervisor
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Potential impact
vehicle fuel, motor
oils, asphalt,
construction waste.

Impact scale

Proposed mitigation measures
•

Responsibility

Not to keep fuel, oil or lubricants along the alignment, especially not in
the vicinity of draining structures

Project activity: Operation of Waste Water Treatment Plant
Local
• Operations Manual for commissioning of the WWTP must set out
essential operating and maintenance procedures to ensure optimum
Possible accidents and
Long
environmental management of the activity that will be performed,
injuries to the workers and
term/major
•
Preparation
of Emergency Plan that will address, but not be limited to
community due to:
the following potential events: treatment plant failures, effluent quality
- handling and
noncompliance, operator errors, natural event emergencies and spills
disposal of grit
or overflow;
particles, handling
• Comprehensive Training (Operation, maintenance and Environmental
and disposal of
Management of WWTP) need to be organized for operators. Special
sludge and other
attention has to be paid to occupational health and training of workers,
everyday activities
to avoid direct contact with wastewater and sludge;
•
The
WWTP site must be fenced, notice boards need to be posted
- Failures into the
informing that entrance for unemployed persons is forbidden;
process
Safeguard service must be ensured (24/7);
• Protection personal clothes and equipment need to be provided for all
operators and they need to wear them;
• Adequate worker’s facilities must be built to promote appropriate
occupational health and safety (OH&S) – toilets, rooms for changing
the clothes, resting room for lunch breaks, etc.
• Fresh water must be supplied for sanitary purposes;
• The WWTP need to be maintained by qualified staff or sub-contracted
authorised company;
• Monitoring of process performances to be installed & used for
adjustments and improvements;
• Preventive and Maintenance Plans for the proper handling and
working of the equipment and process units need to be developed and
duly implemented;
• Enough spare parts need to be ordered in advance to avoid failures

• Operator of the WWTP
• Municipality staff
(Communal
Inspector/Environmental
Inspector)
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Potential impact

Impact scale

Proposed mitigation measures
•
•
•

Pollution of river if
incoming waste water is
not efficiently treated

Regional

Improper sludge
(generated during the
treatment of waste water)
and waste management
could cause odour
nuisance and also pollution
of the water, soil etc.)

Regional

•

Long
term/major

•

Long
term/major
•
•

and long out of orders;
Modern instrumentation and automation need to be utilized to increase
the reliability and to decrease risks;
The measuring devices’ calibration must be ensured and records for
calibration need to be kept;
Energy consumption should be monitored separately in each part of
the process.
The quality of the treated water, prior discharging to the recipient, shall
comply with the quality prescribed in the obtained permission for
discharging into the surface watercourses, issued by the Ministry of
the environment and physical planning, regarding the Law on Waters
(“Official Gazette of the Republic of Macedonia” No. 87/08, 6/09,
161/09, 83/10, 51/11, 44/12, 123/12, 93/13, 163/13, 42/14), Decree on
Water Classification ("Official Gazette of RM" no. 18/99), Decree on
categorization of the watercourses, lakes, reservoirs and groundwater
("Official Gazette of RM" no. 18/99), Rulebook on detailed conditions
for collection and treatment, the manner and terms of design,
construction and exploitation systems and purification stations urban
wastewater, as well as technical standards, parameters and emission
standards and quality norms pre-treatment, wastewater removal and
treatment
Preparing the Sludge Disposal Management Plan for removal of the
sludge and grit particles (monitoring sludge quality, heavy-metals
concentrations in sludge; identifying land for disposal taking care on
the concentrations of heavy metals in soil where the sludge is planned
to be used; restrictions on amounts of metals which may be added
annually to the land).
The frequency for sludge analysis with sampling and analysis methods
(soil sampling, sludge sampling and methods for analysis) should also
be defined into the Sludge Disposal Management Plan.
Handling of the sludge has to be in compliance with the national
standards, stipulated in the Law on Waters (“Official Gazette of the
Republic of Macedonia” No. 87/08, 6/09, 161/09, 83/10, 51/11, 44/12,
123/12, 93/13, 163/13, 42/14) and Rulebook on the manner and

Responsibility

•
•

•
•

Operator of the
WWTP
Municipality staff
(Communal
Inspector/Environm
ental Inspector)

Operator of the
WWTP
Municipality staff
(Communal
Inspector/Environm
ental Inspector)
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Potential impact

Odour may create some
level of nuisance, during
operation from ponds and
the sludge removal (if
WWTP does not function
well, the sludge can emit
strong odour). Odour from
a WWTP is caused by the
presence of one or more
compounds in sewage
(sulphides, mercaptans,
disulphate and volatile fatty
acids are responsible for
the odour).

Impact scale

Proposed mitigation measures

•
•
•
•
•

procedure for use of the sludge, the maximum values of the
concentrations of heavy metals in the soil that is used sludge, values
of concentrations of heavy metals in sludge, in accordance with its
purpose and the maximum annual quantities of heavy metals that may
be entered in the soil ("Official Gazette of RM" No. 73/11)
Transportation of the sludge has to be done in closed tankers for
avoiding of the odor nuisance. Spillages have to be avoided during
loading, transportation and unloading of the sludge;
The control the odour sources and to avoid storing dewatering sludge
in the plant;
To plant greenbelt around the plant;
Possible hazardous waste from the WWTP laboratory should be
collected separately and packaging, labeling and transportation should
be organized as for “hazardous waste” by authorized company;
The measures for avoidance and minimization of impact from the
corrosive and toxic gases need to be applied (inspection of potential
sources, implementation of the emergency response plans if the
accident occurs, the hydrogen sulphide could be reduced by local
ventilation system, etc.);

Responsibility

•
•

Operator of the
WWTP
Municipality staff
(Communal
Inspector/Environm
ental Inspector)

210

ENVIRONMENTAL MITIGATION PLAN FOR THE PROJECT - REHABILITATION/RECONSTRUCTION
CONSTRUCTION OF VARIOUS LOCAL STREET/ LOCAL ROAD
Potential impact

Impact scale

Proposed mitigation measures

OR

Responsibility

Project activity : Marking out the route for Rehabilitation/Reconstruction or Construction of various street/ local road
Application of good practice for marking out the construction site including:
Possible adverse social
Local
• Preparation of the Traffic Management Plan together with the
and health impacts to the
Short
term
/mayor
municipal staff;
community, drivers and
• Provide the information via local radio/TV station/local newspaper
workers due to:
about the reconstruction activities – start and finish of work for each
• Lack of ensured safety
day and location of activities, duration of work and traffic access on
measures at the start
other streets;
of reconstruction
• Ensure the appropriate marking out the construction site /section by
works
section;
• Injury passing near by
• Forbidden of entrance of unemployed persons within the warning
the
tapes;
reconstruction/constru
ction sites
• Community and Worker’s OH&S measures should be applied (first
aid, protective clothes for the workers, appropriate machines and
•
Non-compliance with
tools);
strict OH& S standards
and work procedure
• The street and around sidewalks/small roads should be kept clean;
• Inappropriate public
• The portable toilet should be placed on the construction site
access
Project activity : Rehabilitation/Reconstruction or Construction of the street/local road

• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environmen
tal Inspector/Traffic
Engineer)
• Ministry of internal
affairs
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Potential impact

Impact scale

Possible impact on
landscape and visual
environment

Local

Possible emissions by
transportation vehicles
and impact on air quality
due to:
- gases emissions of
dust-suspended
particulates
- emissions from the
mobile sources
(vehicles and
construction
machinery) of CO2,
NOx, PAH, SO2

Local

Possible Noise
disturbance as a result of
outdoor equipment usage
and transportation
vehicles driving around
the sites

Local
Short term /mayor

Short term /mayor

Short term during the
reconstruction/mayor

Proposed mitigation measures

Responsibility

• Minimization of the construction area as much as possible (carefully
planning and design of the project activity according the Traffic
Management Plan for a certain period of time);
• Fully clean-up of the construction site immediately after
accomplishment of each section of the reconstructed street;
• Collection of the generated waste on daily basis, selection of waste,
transportation and final disposal on appropriate places (according the
type of waste – more details under waste management issue);

• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environmen
tal Inspector/Traffic
Engineer)

• Reconstruction site, transportation routes and materials handling sites
should be water-sprayed on dry and windy days;
• Construction materials should be stored in appropriate places covered
to minimize dust;
• Vehicle loads likely to emit dust need to be covered;
• Usage of protective masks for the workers if the dust seems to be
appeared
• Restriction of the vehicle speed within the construction location;
• Information to the citizens about the construction work should be
announced through the local radio/TV station for re-route on other
streets and carefully low speed driving near the reconstruction site

• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environmen
tal Inspector/Traffic
Engineer)

• The level of noise should be not exceed more that national limited
level (according to national legislation and EU requirement);
• The construction work should be not permitted during the nights, the
operations on site shall be restricted to the hours 7.00 -19.00
particularly for pilling

• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environmen
tal Inspector/Traffic
Engineer)
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Potential impact
Possible adverse
environmental impact and
health effects could be
occurred as a result of
generation of the different
waste streams
The inappropriate waste
management and not in
time collection and
transportation of waste
streams

Impact scale
Local
Short term during the
reconstruction/mayor

Proposed mitigation measures
• Identification of the different waste types at the reconstruction site
(soil, sand, asphalt, pieces of asphalt, road surfacing, bottles, food,
etc.;
• Classification of waste according the national List of Waste (Official
Gazette no.100/05) ;
• The main waste would be classified under the Waste Chapter 17
“Construction and demolition wastes (including excavated soil from
contaminated sites)” with the waste code 17 01 – Waste from
concrete, bricks, 17 05 04 – Excavated soil, 17 09 04 – Mixed waste
from construction site;
• Small amount of solid municipal waste could be found (food,
beverages), as well as packaging waste (paper, bottles, glass, etc.;
• Transportation and final disposal of the inert and communal waste by
the Communal Utility Enterprise;
• Fulfillment of the Annual Report for non-hazardous waste
management by the Mayor and reporting to the Ministry of
Environment and Physical Planning;
• The construction waste should be promptly removed from the site,
should be re-used if it is possible;
• Possible hazardous waste (motor oils, vehicle fuels) should be
collected separately and authorized collector and transporter should
be sub-contracted to transport and finally dispose the hazardous
waste

Responsibility
• Contractor –Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environmen
tal Inspector)
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ENVIRONMENTAL MITIGATION PLAN

FOR THE PROJECT – PROVIDING BASIC EQUIPMENT FOR THE
MAINTENANCE OF PUBLIC HYGIENE (VEHICLES FOR COLLECTION OF COMMUNAL WASTE AND
PROCUREMENT OF WASTE CONTAINERS)

Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Delivery of basic equipment (vehicles for collection of communal waste and waste containers)
Positive environmental, social
and health impact to the
improved collection and
transportation of solid waste in
the settlements which are not
covered with communal
service

Local/

The preventive measures could be implemented when the new vehicle is delivered
including:
Long
• Check all technical specifications of the delivered vehicle in compare with the
term/major
technical requirements (EURO 4 engine specification and noise specifications
as min. env. requirements) established prior the tender procedure
• Check the fuel quantity, lubrication oil quantity, breaking and steering system
at the spot and lighting system as well
• The review of the producer manual and driving manual recommendations for
smoothly running of the vehicle (nomination of the responsible person within
the CSE)
• Delivery of short running training to driver/drivers of the vehicle for the most
economically running of the truck and training for communal workers operating
with vehicle collection mechanism
• Delivery of training for regular maintenance of the vehicle as well
Project activity: Putting the vehicle into operation
Environmental and health
Local
• Perform the procedure of homologation of the vehicle at the Faculty of
impacts
Mechanical Science
Long
Improper
• The technical specifications provided by the vehicle supplier should be
term/major
put into operation (running), or
checked according the EURO 4 emission standards, general and specific
not prior check of the fuel
safety requirements and all fitted devices like: rear protection devices, warning
quantity, lubrication oil quantity
light, speed limitation device, braking and anti-blocking system, electrical and
and breaking and steering
system at the spot could cause
hydraulic system for waste compression, etc.
adverse environmental and
• The noise specification should be checked as well

• Contractor –
Bidder
• Director of the
CSE and
technical staff
within the
CSE

• Contractor –
Bidder
• Director of the
CSE and
technical staff
within the
CSE
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Potential impact
health impacts.
The non-compliance of the
EURO 4 engine standards on
emissions limit values could
cause more pressure to the air
quality:
• High emission of GHGs and
other pollutants (CO, HC,
PM and NOx)
• More environmental
pressure on the human life
and plant life through
formation of tropospheric
ozone and climate change

Impact scale

Proposed mitigation measures

Responsibility

• The level of noise should be not exceed more that national limited level
(according to national legislation and EU requirement);
• Perform the annual approval test at the authorised compliance body issuing
the registration card for the vehicle
• For traffic control and safety, the information about the project – new waste
collection vehicles should be announced through the local radio/TV informing
about the planned vehicle routes and frequency of waste collection (especially
important for new settlements which will be covered with communal service)
• The traffic flow through the Municipality need to be coordinated with the
responsible technical staff within the CSE

• More indirectly health
problems with human
respiratory system
The non-compliance with
noise requirements will cause
noise disturbance
Project activity: Regular operation of the waste collection vehicle
Improper or lack of regular
Local/Regional
• Regular maintenance and repair of the new vehicle and delivery of the spare
maintenance could increase
parts on time by the professional service company
Long
the environmental and
• Signing a contract with the service company for regular maintenance,
term/major
occupational safety risks and
replacement of spare parts, preventive lubricant oil changes, checks on
health risks to all citizens due
electronic and hydraulic compression waste system, proper tire maintenance
to the following:
as one of the most important safety function, etc.
• low fuel efficiency,
• Regular washing of the vehicle and keep the parking site clean
• higher emissions of GHGs
• Forbidden replacement of motor and hydraulic oil at the parking site to avoid
and other pollutants (CO,
the oil and pollution of waters and soil

• Director of the
CSE and
technical staff
within CSE
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Potential impact
HC, PM and NOx)
• increase of noise level
• leakages of liquid waste from
the truck
• not good fitting of the all
vehicle components
(compression system for
example) and spoil of
waste on the streets
• impropriate odour due to lack
of truck washing practice
• water and soil pollution as a
result of possible oil
leakages

Impact scale

Proposed mitigation measures

Responsibility

• Perform regular annual approval test during the annual registration of the
vehicle
• During the approval test the environmental and safety checks should be
performed according the vehicle protocol (related to noise, exhaust emissions
and fitted devices)
• The CSE should prepare the Fuel consumption and CO2 emissions data
Report on annual base
• The Report should contain at least the amount of diesel fuel consumption,
type of diesel fuel used and the CO2 emissions derived from the consumption,
total length of the routes passed, the distance routes among the local
settlements and all settlements covered with waste collection and distances to
the municipal landfill
• The CSE should prepare the Waste Collection Plan on monthly/annual base
including all local settlements with frequency of collection and the most
efficient traffic routes
• The CSE should perform regular measurements of the ground waters quality
nearby the landfill according the legal regulation during operation phase
• Primary selection of used paper and PET bottles as a recyclable waste in
order to decrease the quantity and volume of waste collected (Placement of
several collection bins for disposal of paper and PET bottles)
• Announcement of the possibility for primary selection of these two waste types
to all citizens through already established communication channels (during the
distribution of communal bills)
• Signing the Contract with authorized collectors for recyclable waste to collect,
transport and recycle primary selected paper and PET bottles.
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ENVIRONMENTAL MITIGATION PLAN FOR THE PROJECT – REPLACEMENT OF THE STREET LIGHTING
Project
activity

Potential impact

Impact
scale

Proposed mitigation measures
Responsibilities

Removal the used mercury vapor lamps
Removal the Lamp carriers-arches/ the Lantern lamps
Placement of new sodium light bulbs and new Lamp carriers-arches and Lantern lamps-arches
•

• Adverse environmental
impacts to soil, ground waters
and air quality as well as
posing a health threat due to
the following:
- inappropriate handling
during the operation of
removing the bulbs
- incidentally bulb breaking
- no adequate identification
as hazardous waste
according the National List
of waste
- collection, transportation of
the waste mercury vapor
lamps by non-authorized
company
- not appropriate selection,
packaging and labeling of
used mercury lamps as
hazardous waste stream
- mix of the waste mercury
lamps with non-hazardous
waste or with municipal
waste
- final disposal of the waste

Local/
Regional



Application of good practice for handling the mercury vapor bulbs
• Power disconnection during the removing to avoid risk of fatal
electric shock
• Wearing disposable rubber or plastic protection gloves
• Upon removal from the fixture the bulb must immediately be
placed in strong box or other container to prevent bulb
breakage since the hazardous vapor is contained inside bulb
• Appropriate package box must be sufficiently strong to prevent
damage to the bulbs during the normal storage or while being
transported to the storage facility
• If the bulb breaks, the operators must wear the gloves to pick
up the glass shards using the two pieces of stiff paper or
cardboard as shards are sharp
• The operator must wipe the area with a damp paper towel or a
disposable wet wipe to pick up any small shards and the
powder residue
• The broken glass and end pieces should be placed in a plastic
bag as well as the used gloves and all debris. The bag should
be sealed and placed the plastic bag in a paper bag or box to
prevent the glass from puncturing the plastic bag. The box
should be labeled as hazardous waste
• Place the temporary protection fence around the light in order
to protect street walkers of evaporation if mercury bulb breaks
• Usage of Material Safety Data Sheet for mercury vapor lamps
for occupational and safety precautionary measures for

• Contractor –
Bidder
• Supervisor
• Municipality staff
(Communal
Inspector/Environm
ental
Inspector/Traffic
Engineer)Inspector
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Project
activity

Potential impact

Impact
scale

Proposed mitigation measures
Responsibilities

Removal the used mercury vapor lamps
Removal the Lamp carriers-arches/ the Lantern lamps
Placement of new sodium light bulbs and new Lamp carriers-arches and Lantern lamps-arches
mercury lamps to the
municipality landfill






operators (appropriate hand and eye protection should be worn
when disposing of lamps or handling broken glass)
• Apply the emergency and normal first aid procedure for glass
cuts if such occur through lamp breakage
Identification of the used mercury vapor lamps as a hazardous
waste stream
• Classification of the used vapor lamps as a hazardous
according the national List of Waste (Official Gazette
no.100/05)
• The waste has been classified under the Waste Chapter 20
“Municipal wastes (household waste and similar commercial,
industrial and institutional wastes) including separately
collected fractions” with the waste code 20 01 21* - “fluorescent
tubes and other mercury containing waste” (an asterisk *
means that waste has at least one hazardous characteristic)
Separation of the hazardous from non-hazardous waste streams at
the light location site
Municipality must sign a Contract with authorized company/person
to collect and transport the hazardous waste in accordance with
national legislation with emphasis on the transportation of
hazardous (toxic) goods:
• Issuing the license to company/person for collection and
transportation of hazardous waste (Law on Waste – Official
Gazette no. 68/2004, 71/2004. 107/2007),
• Obligations for packaging and labeling of hazardous waste
(Rulebook on conditions for hazardous waste handling,
packaging and labeling – Official Gazette no. 15/08),
• Transportation of the hazardous waste (Law on Transport of
Dangerous Substances (Official Gazette of RM No. 92/07)
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Project
activity

Potential impact

Impact
scale

Proposed mitigation measures
Responsibilities

Removal the used mercury vapor lamps
Removal the Lamp carriers-arches/ the Lantern lamps
Placement of new sodium light bulbs and new Lamp carriers-arches and Lantern lamps-arches













Apply appropriate packaging and labeling of the boxes with waste
mercury vapor bulbs
• The packaging should follow the requirements of national
legislation
• The label should present the hazardous classification code,
attention note ”HAZARDOUS WASTE”, general data for the
waste holder, R-risk phrase, S – safety phrase, quantity of
waste, physical conditions of hazardous waste and graphical
symbol
The transport of hazardous waste is forbidden if it is not packaged
and labeled according the national legislation requirements
Avoid to dispose the hazardous mercury vapor bulbs waste into the
municipal waste bins/containers – mixture of hazardous with nonhazardous wastes is forbidden
The hazardous waste packaged and labeled should be temporary
stored on safety storage facility equipped with adequate ventilation,
fire resistant conditions especially if there are broken mercury
lamps
The Municipality will temporary dispose the boxes with unbroken
lamps into the separate room in the basement of the municipality
building, well ventilated, locked with key and no heavy materials
above the boxes placed
The separate box for broken lamps should be placed on safety,
very well ventilated place out of urban surrounding, locked with key
and restricted entrance (The Municipality will ensure the adequate
place)
For final disposal the hazardous waste should be placed into the
hazardous waste landfill
Fulfillment of the Annual Report for collection and transport of
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Project
activity

Potential impact

Impact
scale

Proposed mitigation measures
Responsibilities

Removal the used mercury vapor lamps
Removal the Lamp carriers-arches/ the Lantern lamps
Placement of new sodium light bulbs and new Lamp carriers-arches and Lantern lamps-arches





hazardous waste management by the transporter and reporting to
the Ministry of Environment and Physical Planning
Identification of the generated waste streams during the
dismantling the lamp carriers – arches and lantern lamps – aches
• Classification of the removed parts according the national List
of Waste (Official Gazette no.100/05)
• The steel pipes, tracks from used arches, zinced screws and
rivets have been classified under the Waste Chapter 17
“Construction and demolition wastes (including excavated soil
from contaminated sites)” with the waste code 17 04 – Metals,
17 04 04 “zinc” and 17 04 05 “iron and steel” and 17 04 11
“cables without dangerous substances”
• The waste has been identified as a non-hazardous waste that
could be recycled
Separation of the steel pipes, steel tracks, pieces of cables, zinced
screws and rivets from the old lamp carriers-arches from the
hazardous waste at the light location site

Regular operation and maintenance of the lights
•

Possible adverse environmental
and health risk due to the
following:
-

Local
Shortterm



Perform the periodically checkups and necessary steps need to be
taken for safety usage of streetlights

• Municipality staff

broken lamp
vibrations of the vehicles
could cause the screws,
steel tracks or rivets to
get loosened
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ENVIRONMENTAL MITIGATION PLAN

FOR THE PROJECT

– CONSTRUCTION/RECONSTRUCTION

OF SCHOOL

BUILDING
Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Demolition of the old school and construction of the new school building
a) OH&S issues
Possible adverse health
impacts to the workers,
facility
users
and
general population in the
community due to:
- Location of school in
the urban area
-

Possible injury to
people and school
users due to ongoing
works

- Non - compliance with
national health and
safety at work
procedures
- Non - compliance with
local community
safety regulations

Local/ short
term/certain
to
happen/
high
significance

• Adequate warning tapes and information signs around the old school
during the demolition activities and around the new construction need to be
provided and maintained during the civil works;
• For the workers - the legally prescribed health and safety measures should
be applied, like: a) use of proper protective clothing and equipment by
employees, especially masks against dust and small wooden parts and
fibres, and safety harnesses for work at heights; b) Maintain a good level of
personal hygiene; c) Health protection-fist aid kits and medical service on
sites need to be provided during the works;
• Protection of pedestrians, general population and students - fence the area
and prevent access of non-authorized personnel to construction site;
• Organize 24-hour guard watch of the site;
• The surrounding area (school yard) should be kept clean, without waste
disposed there. The waste need to be collected and immediately removed
from the yard as it could be a cause of injury;
• The old windows and doors should be temporary put on safe place which is
designed to prevent access of unauthorized persons;
• The demolition related activities should be conducted outside of normal
school hours to the extent most feasible;
• Separation of the work areas from demolition and occupied areas of the
buildings as much as possible using physical barriers;
• Limit the foot traffic between work areas and occupied areas of the
buildings;
• The project site should be lighted during the nights;
• Following safety guidelines for the storage, transport, and distribution of

• Contractor –Bidder
• Supervisor
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Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Demolition of the old school and construction of the new school building
hazardous materials to minimize the potential for misuse, spills, and
accidental human exposure;
• The eventually broken windows glass (in the class, corridors or outside)
should be clean immediately;
• Regular maintenance of vehicles to minimize potentially serious accidents
caused by equipment malfunction or premature failure;
• Using labeling and placarding (external signs on transport vehicles).
• The cleaning schedule of the buildings should be increased to address the
extra dust and dirt created by the demolition work;
• Information that the demolition is ongoing should be posted on the
entrance doors of the other prefabricated sheds;
• The work during the breaks between class lessons should be prohibited;
• The Dynamic Plan for re-schedule of the occupied school rooms should be
done in accordance of demolition/construction work progress;
• If possible begin and end demolition activities during the summer months
or while staff and kids are not in school.
b) Waste management
Possible adverse
environmental impact and
health effects could occur
due to inappropriate waste
management with various
waste streams

Local/ short
term/certain
to
happen
with
high
significance

• Preparation of the Waste Management Plan for the expected waste
streams during the decommissioning and construction phases of the
project and its approval, within 15 days of starting the activities on site. The
Plan must be reviewed and approved by the site supervisor.
• Identify the hazardous and non-hazardous waste and separate them at the
demolition/construction site;
• The majority of waste would be classified under the Waste Chapter 17
“Construction and demolition wastes” with the waste code 17 01 – Waste
from concrete, bricks, 17 09 04 – Mixed waste from construction site
including glass from old windows and manage in accordance with national
waste legislation for inert waste (separation at the spot, collection and
temporary storage, re-use if it is possible, transport to the final deposition

• Municipal staff
(Communal
Inspector/Environme
ntal Inspector)
• School officials

• Contractor –Bidder
• Supervisor
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Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Demolition of the old school and construction of the new school building
site);
• Small quantities of glue, paint, packaging waste from paints and glue,
aluminum profiles, screws and other construction material could be found
after the finalization of the project and manage in accordance with national
HW legislation (collection of hazardous materials, label as hazardous
waste and give to the authorized company);
• The contract with the company for waste collection and transportation
should be signed for collection and transport of waste including old
windows and doors;
• The materials should be covered during the transportation to avoid waste
dispersion;
• Burning of construction waste is prohibited;
• The old windows and doors should be stored temporary in separate room
in the school or if it is not possible outside in the yard covered and labeled
“not to open/uncover” until final disposal happened.
c) Water quality
Possible environmental
impact on the underground
water could occur due to
ground contamination from
the spillage of materials
such as vehicle fuel, motor
oils, lubricants and
improper dismantling of the
boilers and fuel reservoirs
d) Noise
The construction activities
and traffic will cause noise
and vibration due to the

Local/Short
term/
Medium
significance/
Low
propability

Local/Short
term/
Medium

• School officials

• Possible hazardous waste (motor oils, vehicle fuels, lubricants) should be
collected separately and authorized company should be sub-contracted to
transport and finally dispose the hazardous waste;
• Dismantling of the equipment (fuel reservoirs, boiler) should be done by
trained persons in order to avoid the potential effects of oil spills on soil,
which would contaminate the underground water.

• Contractor –Bidder
• Supervisor

• The equipment should be fitted with appropriate noise devices that will
reduce sound level;
• The level of noise should not exceed more than national limited values for
noise level (depends on the area of protection where the works take place);

• Contractor –Bidder
• Supervisor
• Communal
Inspector/Environme
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Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Demolition of the old school and construction of the new school building
machinery and vehicles
used for transport of
construction materials,
transport of workers, and
transport of waste produce
in decommissioning and
constructive phase

significance/

e) Air quality

Local/Short
term/Low
significance/

The decommissioning and
construction activities will
initiate emissions from the
mobile sources (vehicles
and construction
machinery) of CO2, NOx,
PAH, SO2 and suspended
particulates (PM10, PM2.5).
The airborne dust will be
caused by dismantling of
the equipment, excavation,
vehicle movement and
handling with materials,
particularly around the
construction site

Certain
happen

Certain
happen

to

to

• The construction work should be not permitted during the nights, the
operations on site shall be restricted to the hours 7.00 -19.00;
• The vehicles that are excessively noisy shall not be operated until
corrective measures have been taken.

• Usage of protective masks for the workers;
• Vehicles and construction machinery will be required to be properly
maintained and to comply with relevant emission standards;
• Conduction of regular maintenance of the vehicles and construction
machinery in order to reduce the leakages of motor oils, emissions and
dispersion of pollution;
• Vehicle loads have to be covered to prevent emission of dust;
• Construction site, transportation routes and materials handling sites should
be water-sprayed on dry and windy days, especially due to students and
residential areas neighborhood;
• Construction materials should be stored in appropriate covered places to
minimize dust;
• Open burning of debris will not be permitted
• Restriction of the vehicle speed within the construction location

ntal Inspector

• Contractor –Bidder
• Supervisor

• Communal
Inspector/
Environmental
Inspector

Project activity: Removal of the asbestos containing wall panels - ACM (removal of the existing asbestos sheets, temporary disposal until final
transportation and disposal of the asbestos sheets)
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Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Demolition of the old school and construction of the new school building
a) OH&S issues
Possible adverse health
impacts to the workers,
facility users, students and
general public as a result
of emissions of asbestos
fibers and dust during the
removal of asbestos
sheets, their transport and
final disposal

b)ACM Waste
management
Possible adverse
environmental impact and
health effects could occur

Local/ short
term/major
at the
location of
school
building

Local/ short
term/major
impact

• Post signs indicating” ASBESTOS REMOVAL – NO ADMITTANCE” on the
workplace in the school yard;
• Restrict access to the removal area to those people directly involved in the
asbestos removal and site supervisor and municipal inspectors;
• The roof should be demolish during nonworking days to decrease the
health risks to students;
• Install barriers tape and warning signs in proximity to the school;
• For the workers - the personal protective equipment must be provided to all
workers (full body covering including the head, water proof foot and hand
protection and eye protection, dust mask with special HEPA filter ;
• Maintain a good level of personal hygiene (facility for washing hands and
face should be made available and need to be used by each employee
when leaving the work area, all protective clothing and equipment shall
work in the work area, footwear is to retain in the work area until work is
completed,
• Health protection-fist aid kits and medical service on sites need to be
provided during the works;
• No smoking, drinking, eating or chewing is allowed inside the working area;
• The surrounding area (school yard, halls and corridors) should be kept
clean, without ACM waste disposed there. The ACM waste (roof sheets or
side wall panels) need to be collected, packaged and immediately removed
from the school yard.
• If possible begin and end demolition activities during the summer months
or while staff and students are not in school.
• The personal in charge for removal of ACM roof sheets or side wall panels
should be trained on proper safety dismantling of the roof sheets
minimizing the health risks;
• The identification of the asbestos containing material – waste as a

• Contractor –Bidder
• Supervisor

• School officials

• Contractor –Bidder
• Supervisor
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Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Demolition of the old school and construction of the new school building
due to inappropriate
handling with waste
containing asbestos

hazardous waste should be done ;
• The ACM waste need to be classified as a hazardous waste under the
Waste Chapter 17 “Construction and demolition wastes” with the waste
code 17 06 05* – Construction material containing asbestos in
accordance with List of waste (Official Gazette of RM NO. 89/06);
• The demolition and remove of the ACM roof sheets and side wall panels
should be done very quickly by trained personal;
• The ACM waste should be placed in polyethylene bags or other containers
of at least 0.15 mm thickness.
• Printed asbestos warning labels must appear on the outer surface of the
container/bag warning that it is an ” Asbestos waste”;
• The break of the ACM roof sheets into smaller pieces to fit into
container/bag is forbidden ;
• The roof sheets and/or sidewall panels should be handled very carefully
and to be remove sheet by sheet in one piece , not to be broken because
during the break the asbestos fibers and dust appear and pose a health
risks;
• It is better to avoid the temporary storage of roof sheets and/or side wall
panels within the school yard, but if is necessary to be done for one/two
days, the precautionary measures should applied – the ACM waste should
be stored in a designated area with posted signage and/or caution tape to
eliminate any damage;
• The contract with the company for Asbestos containing waste collection
and transportation should be signed for collection and transport of
asbestos waste/roof sheets;
• After the removal of the asbestos waste all surfaces in the school yard
need to be dusted with a damp cloth or vacuumed with a HEPA filter;
• The workers who perform clean up should wear protective clothes as those
who perform dismantling of the roof sheets and /or side wall panels;
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Potential impact

Impact scale

Proposed mitigation measures

Responsibility

Project activity: Demolition of the old school and construction of the new school building
• The contract with the Public Communal Enterprise Utility “Landfill Drisla”
should be signed for final disposal of asbestos containing roof sheets
and/or side wall panels;
• On the landfill the asbestos containing waste should be disposed on the
special area for disposal of that type of waste (responsibility duly to Landfill
“Drisla”).
Operational phase of the Project
No environmental risks are
expected.
Positive impact (more
space for students, new
sport facilities, energy
efficiency and energy
savings, reduction of GHGs
emissions) is expected with
construction of the new
school replacing the old
one.

Local/ short
term/major
at
the
location of
school
building

• The Fire prevention Plan should be prepared addressing the identification
of fire risks and ignition sources, as well as measures needed to limit fast
fire and smoke development.
• The Prevention Maintenance Plan for regular and preventive maintenance
should be prepared to ensure proper operation of all infrastructure
components of the school (sewer system, storm-water system, water
supply system, heating devices, etc);
• The keep records procedure should be established in order to ensure
proper files storage on all technical documentation for the new school.
• A short training to the Housekeeper /Secretary of the School for records
and files keeping should be organized by the municipality staff.

• School officials

227

MONITORING PLANS
ENVIRONMENTAL MONITORING PLAN FOR THE PROJECT - EXTENSION, RECONSTRUCTION/CONSTRUCTION OF
WATER SUPPLY NETWORK, STORM WATER NETWORK, SEWERAGE NETWORK OR CONSTRUCTION OF
DRINKING WATER RESERVOIR
Cost
What
parameter is
to be
monitored?

Where
is the parameter
to be
monitored?

How
is the
parameter to
be monitored?

When
is the parameter to
be monitored
(frequency of
measurement)?

Why
is the parameter to
be monitored?

Construction

Responsibility
Operations

Construction
of
drinking
water supply
system

Operations
of
the
drinking
water
supply
system

Project activity: Marking out the location for water supply network, storm water network, sewerage network or drinking water reservoir
The safety
protection
measures
applied for
the local
residents
where the
water supply
system,
storm water
network or
sewerage
network
would be
passed or
made
reservoir

On the
construction site
along the route

Visual checks

At the beginning of
the construction work
(first day) focused on
the preliminary
measures
At the beginning of
each working day
during the project
activities

To prevent health
and safety risks –
mechanical injuries
To be in line with

Contractor Bidder

Supervisor

Environmental
Inspector
/Inspector for
communal
work at the
Municipality

Project activity: Extension/Reconstruction/Construction of water supply network, storm water network, sewerage network or drinking water
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Cost
What
parameter is
to be
monitored?

Where

How

When
is the parameter to
be monitored
(frequency of
measurement)?

is the parameter
to be
monitored?

is the
parameter to
be monitored?

On the
construction site
and on the
transportation
route

Review the
noise level
technical
specifications
of the used
vehicle
mechanization
and equipment
for their use
outside

Before the beginning
of the work (first day)
for all vehicles and
equipment

Monitoring of
the noise levels

On regularly basis
during the work,
through site visits, in
accordance with the
national legislation

Why
is the parameter to
be monitored?

Construction

Responsibility
Operations

Construction
of
drinking
water supply
system

Operations
of
the
drinking
water
supply
system

reservoir
Exposure of
loud noise
from vehicle
machine and
electric tools

Noise level

On the site

dB (А) with
appropriate
monitoring
devices

To protect the
workers against
exposure to loud
noise taking into
account the
technical
specifications of
the equipment and
time duration of the
work outside

Contractor Bidder

To monitor if the
noise level is
above/or below the
acceptance noise
level for specific
type of area

Contractor –
Bidder

Supervisor

Environmental
Inspector
/Inspector for
communal
work at the
Municipality

Company
authorized to
performed
noise levels
measurements
sub-contracted
by the
Contractor –
Bidder
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Cost
What
parameter is
to be
monitored?

Where
is the parameter
to be
monitored?

How
is the
parameter to
be monitored?

When
is the parameter to
be monitored
(frequency of
measurement)?

Why
is the parameter to
be monitored?

Construction

Responsibility
Operations

Construction
of
drinking
water supply
system

Operations
of
the
drinking
water
supply
system

Supervisor

Environmental
Inspector to
collect the
noise level
measurements
Safety traffic
flow through
the district
(redirection of
the traffic on
streets
around the
construction
site)

On the site

Primary
selection of
the waste
streams as
they are
generated at
the spot

On the site

Visual
monitoring

During the traffic jam
period (8 9.00/16.30-17.30 h)

To ensure the
coordinated traffic
flow through the
district

Environmental
Officer at
Municipality
together with
the
Traffic
Engineer at
the
Municipality

Review the
documentation
– identification
of the waste
type according
the List of
waste

At the beginning of
work with new
material/s

To separate
hazardous from the
non-hazardous
waste as well as
inert from
biodegradable
waste

Contractor –
Bidder

Supervisor
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Cost
What

Where

How

parameter is
to be
monitored?

is the parameter
to be
monitored?

is the
parameter to
be monitored?

Collection
and transport
as well
storage of
hazardous
waste (if any
occur). Really
it is not
expected in
high
quantities
(maybe some
batteries,
waste from
motor oils,
etc.)

On safety
temporary
storage

Review the
transportation
list and
conditions at
the storage
facility

Collection
transportation
and final
disposal of
the solid
waste

On the site and
around the site

When
is the parameter to
be monitored
(frequency of
measurement)?
Before the
transportation of the
hazardous waste (if
there is any)

Why
is the parameter to
be monitored?

To improve the
waste management
practice on
municipality and
national level/In
order to be in line
with the
environmental
requirements for
the hazardous
waste management
.
Not to dispose the
hazardous waste
on the municipal
landfill.

Visual
monitoring and
reviewing the
transportation
and disposal
lists from the
sub-contractor

After the collection
and transportation of
the solid waste on
regular base each
day

Not to leave the
waste on the spot
to avoid the
environmental and
health impacts to
the residents
To have the real
data for generated
waste streams and

Construction

Responsibility
Operations

Construction
of
drinking
water supply
system

Operations
of
the
drinking
water
supply
system

Authorized
Contractor for
collection and
transportation
of hazardous
waste (if any
occurs)
subcontracted
by the
ContractorBidder

Environmental
inspector from
Municipality

Contractor –
Bidder who
need to sign
the contract
with licensed
company for
collection,
transportation
and disposal
of the solid
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Cost
What
parameter is
to be
monitored?

Where
is the parameter
to be
monitored?

How
is the
parameter to
be monitored?

Review of
documentation
– Identification
waste List

When
is the parameter to
be monitored
(frequency of
measurement)?

Why
is the parameter to
be monitored?

Construction

Responsibility
Operations

Construction
of
drinking
water supply
system

to improve the
waste management

waste

After the
accomplishment the
task of collection,
transportation,
temporary disposal
and final disposal of
waste

To improve the
waste management
on local and
national level

Mayor of
Municipality of
Ministry of
Environment
and Physical
Planning

Fulfilled
Annual
Report for
collection,
transportation
and disposal
of waste

Local selfgovernment
administration

Level of dust
– fine
particulate
matters

At the spot

Visual
monitoring and
measurement
devices

On the sunny, dry
days only

To avoid and
minimize the dust
concentration into
the air and to
minimize the health
risks for the
workers and
residents of the
district

Drinking
water quality

Before the
distribution
through the
pipelines
network

Laboratory
equipment for
physicalchemical and
microbiological
water quality
analysis

Continuously
according the Plan
for drinking water
quality analysis
(short-medium and
long water quality
analysis)

To ensure the
distribution of high
quality drinking
water to the
population
minimizing the
health risks of

To be in
compliance with
national legal
requirements

Operations
of
the
drinking
water
supply
system

Contractor –
Bidder and
authorized
company for
dust
measurements

Public
Utility for
communal
work
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Cost
What
parameter is
to be
monitored?

Where
is the parameter
to be
monitored?

The water
sample should
be analyzed by
the Authorized
laboratories –
Public Health
institute
Accredited
laboratories

How
is the
parameter to
be monitored?

When
is the parameter to
be monitored
(frequency of
measurement)?

Why
is the parameter to
be monitored?

Construction

Responsibility
Operations

Construction
of
drinking
water supply
system

Operations
of
the
drinking
water
supply
system

waterborne
diseases
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ENVIRONMENTAL MONITORING PLAN
PLANT

FOR THE PROJECT

– CONSTRUCTION

What

Where

How

When

Why

Cost

parameter is to be
monitored?

is the parameter
to be monitored?

is the parameter
to be monitored/
type of
monitoring
equipment?

is the parameter to
be monitored frequency of
measurement or
continuous?

is the parameter
to be monitored
(optional)?

install

During the
revision phase

Before issuing all
necessary
permitting
documents for
construction of
WWTP

To minimize the
negative
environmental
(pollution of
surface waters,
high adverse
impacts to
human health,
high energy
consumption,
high noise level,
etc.) OH&S and
community
safety

OF

WASTE WATER TREATMENT
Responsibility

operate

install

operate

Project Phase: Design of the WWTP
The Main Design
of the Project for
Construction of
WWTP including
the implementation
of environmental,
OH&S and
community
measures
proposed

Through the
documentation

Municipality
and Project
Developers

Project Phase: Construction of the WWTP
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What

Where

How

When

Why

Cost

parameter is to be
monitored?

is the parameter
to be monitored?

is the parameter
to be monitored/
type of
monitoring
equipment?

is the parameter to
be monitored frequency of
measurement or
continuous?

is the parameter
to be monitored
(optional)?

install

Air pollution

At construction/

Visual monitoring

- dust

site/around site

To avoid and
minimize the
dust
concentration
into the air and
to minimize the
health risks for
the workers and
surrounding
community

Covered by
construction
budget

Monitoring by
adequate
monitoring
devices

Regularly during
work activities( for
preparation on site
and construction
phase) through site
visits, once per
month, in
accordance with
established time
schedule

Visual monitoring
and reviewing the
transportation
and disposal lists
from the subcontractor

Regularly during
work activities
through site visits, in
accordance with
established time
schedule

In order to
identify if the
environment
requirements
are relevantly
maintained

Covered by
construction
budget

- pollutant
substances due to
the combustion of
fuel from
construction
machinery and
vehicles
Collection and
disposal of solid
wastes

At construction/
site/around site

Review the
documentationidentification of
the waste type
according to the
List of Waste
Types (Official
Gazette No.
100/05)

Protection of
soil, surface and
ground water,
visual aspect

Responsibility
operate

install

operate

Contractor
Supervisor
Local
municipal
environmental
authorities

Contractor
Supervisor
Authorized
Contractor for
collection and
transportation
of waste
Local
municipal
environmental
authorities
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What

Where

How

When

Why

Cost

parameter is to be
monitored?

is the parameter
to be monitored?

is the parameter
to be monitored/
type of
monitoring
equipment?

is the parameter to
be monitored frequency of
measurement or
continuous?

is the parameter
to be monitored
(optional)?

install

Leaks/spills/of fuel,
lubricant

At construction/

Visual
monitoring,
analysis of
documentation

Regularly during
work activities, in
accordance with
established time
schedule within the
relevant Law
Regulation

In order to
identify if the
environment
requirements
are relevantly
maintained

Covered by
construction
budget

Visual monitoring

Regularly during
work activities
through site visits, in
accordance with
established time
schedule within the
relevant regulation

To prevent
health and
safety risks

Covered by
construction
budget

The safety
protection
measures applied
on site

site/around site
and through
documentation

On the
construction site,
around site

Review the
documentation

Protection of the
environment,
worker,
passengers and
employee of the
terminal, and
material wealth

Responsibility
operate

install

operate

Contractor
Supervisor
Local
municipal
environmental
authorities
Contractor
Supervisor
Local
municipal
environmental
authorities

Project Phase: Operation / Maintenance
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What

Where

How

When

Why

Cost

parameter is to be
monitored?

is the parameter
to be monitored?

is the parameter
to be monitored/
type of
monitoring
equipment?

is the parameter to
be monitored frequency of
measurement or
continuous?

is the parameter
to be monitored
(optional)?

install

Occupational
Health and Safety
and Community
safety

On site, around
site

Visual monitoring
Review the
documentation
and permits
issued by the
relevant body

Continuously during
operational phase

To prevent
health and
safety risks.

Quality of waste
water and treated
wastewater
(BOD5, COD, TSS,
nitrogen,
phosphorus, and
other parameters
prescribed in the
permits for
discharging issued
by the MOEPP)

Before inlet in
the WWWP and
before
discharging in
the channel for
collection of the
atmospheric
water

Usual sampling
and Laboratory
for physicalchemical analysis
in accordance
monitoring
manuals and
introduced
methodologies.

Responsibility
operate

Covered by
operational
costs

Protection of the
environment,
workers and
employee as
well as to the
surrounding
community
Twice a year
(spring, winter)

To assess the
operation of the
device

install

operate

Operator
Ministry of
labor and
social aspects
State Labor
Inspectorate
Local
municipal
environmental
authorities

Covered by
operational
costs

Operator
Ministry of
Environment
and Physical
Planning
Municipal
Environmental
Inspection.
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What

Where

How

When

Why

Cost

parameter is to be
monitored?

is the parameter
to be monitored?

is the parameter
to be monitored/
type of
monitoring
equipment?

is the parameter to
be monitored frequency of
measurement or
continuous?

is the parameter
to be monitored
(optional)?

install

Water quality –
recipient surface
waters

River - recipient,
before the place
of discharging
the treated
waste water, on
the place of
discharging,
after the place
of discharging (3
sampling points).

Laboratory
equipment for
physical-chemical
analysis in
accordance
monitoring
manuals and
introduced
methodologies in
the permits
issued by the
MOEPP.

12 samples taken at
regular intervals
during the first year,
4 samples in the
coming years, if it is
shown that the
water complies with
the provisions of the
Rulebook on the
methodology,
reference methods
of measurement,
method and waste
water monitoring
parameters,
including the sludge
from the treatment
of urban waste
water ("Official
Gazette of RM"
no.108/11)

Protection of
water quality in
the river,
protection of the
downstream
sensitive areas
and health of
people

(BOD5, COD, TSS,
nitrogen,
phosphorus, and
other parameters
proposed in the
permits for
discharging issued
by the MOEPP)

Responsibility
operate

install

operate

Operator/
Administration
Ministry of
Environment
and Physical
Planning,
Hydrometeorological
Administration
Municipal
Environmental
Inspection
Local
municipal
environmental
authorities
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What

Where

How

When

Why

Cost

parameter is to be
monitored?

is the parameter
to be monitored?

is the parameter
to be monitored/
type of
monitoring
equipment?

is the parameter to
be monitored frequency of
measurement or
continuous?

is the parameter
to be monitored
(optional)?

install

Sludge

On site

Visual inspection

Sludge Disposal
Management Plan
need to be
developed prior to
the commissioning
of the WWTP plant
to detail for removal
of the sludge.

Protection of
soil, surface and
ground water
and health of
people

For the usage of
the sludge for
agricultural land
the following
parameters should
be analyzed
(according the
national legislation
and EU Directive
on the protection of
the environment,
and in particular of
the soil, when
sewage sludge is
used in agriculture
86/278/EEC):

Review the
documentation
for sludge
management
(according the
Sludge Disposal
Management
Plan)
Laboratory
testing of the
sludge quality

The monitoring of
the sludge should
be in compliance
with the national
regulation

Responsibility
operate

Covered by
operational
costs

install

operate

Operator
Ministry of
Environment
and Physical
Planning
Municipal
Environmental
Inspection
Accredited
Laboratories

Heavy metals: Pb,
Cd, Cr, CU,
Ni,Zn,Hg
Dry matter, organic
matter, pH value;
nitrogen and
phosphorus
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What

Where

How

When

Why

Cost

parameter is to be
monitored?

is the parameter
to be monitored?

is the parameter
to be monitored/
type of
monitoring
equipment?

is the parameter to
be monitored frequency of
measurement or
continuous?

is the parameter
to be monitored
(optional)?

install

Odor

On site, around
site

Sense of smell,

At the beginning of
work, everyday

Minimization of
nuisance of the
local people

Responsibility
operate

install

operate

Operator/
Ministry of
Environment
and Physical
Planning
Municipal
Environmental
Inspection
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ENVIRONMENTAL MONITORING PLAN FOR THE PROJECT – REHABILITATION/ RECONSTRUCTION/
CONSTRUCTION OF LOCAL STREET OR LOCAL ROAD
What

Where

How

When

Why

Parameter is
to be
monitored?

is the
parameter to
be monitored?

is the
parameter to
be monitored?

is the parameter to
be monitored
(frequency of
measurement)?

is the
parameter to be
monitored?

Cost
Construction

Operations

Responsibility
Rehabilitation/
Reconstruction/
Construction of
street or road

Operations of
street or road

Project activity: Making out the route for Rehabilitation/Reconstruction/Construction of street or local road
Safety traffic
flow around
streets or local
roads

At the spot

Visual
monitoring

During the project
implementation

To ensure the
coordinated
traffic flow

Municipal staff/
Communal
inspector at
municipality/Traffic
Engineer

The safety
protection
measures
applied

On the
construction
site

Visual checks

At the beginning
of the construction
work (first day)

To prevent
community
health and
safety risks –
mechanical
injuries due to
the very urban
area

Contractor Bidder /Supervisor

The
occupational
health and
safety
measures
applied for the
workers

On the
construction
site

To avoid
occupational
and safety
risks (injuries)

Contractor Bidder
/Supervisor/
Communal
Environmental
Inspector at
municipality

Every working day
during the project
activities

Visual check

Before start of the
project activities
and each of
working day

Communal
inspector at the
municipality/

Project activity: Rehabilitation/Reconstruction/Construction of street or local road
Separated

On the

Visual

During the project

To avoid
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What

Where

How

When

Why

Parameter is
to be
monitored?

is the
parameter to
be monitored?

is the
parameter to
be monitored?

is the parameter to
be monitored
(frequency of
measurement)?

is the
parameter to be
monitored?

hazardous
and nonhazardous
waste

construction
site

monitoring
and reporting

activities

disposal of
hazardous
waste on
municipal
landfill

Bidder /Supervisor

Fulfilled
Annual Report
for
transportation
and disposal
of waste

Local selfgovernment
administration

Review of
documentation
– Identification
waste List

After
accomplishment
the task of
collection,
transportation of
waste on
daily/monthly
basis

To improve the
waste
management
on local and
national level

Mayor / Director of
PE

Exposure the
citizens to
noise
disturbance
from vehicle
machine and
electric tools

On the site

Before the
beginning of the
work (first day)

To protect the
citizens against
exposure to
loud noise
taking into
account the
technical
specifications
of the
equipment and
time duration of
the work
outside

Review the
noise level
technical
specifications
of the used
vehicle
mechanization
and equipment
for their use
outside

Cost
Construction

Operations

Responsibility
Rehabilitation/
Reconstruction/
Construction of
street or road

Operations of
street or road

Municipal staff
(Communal
inspector)

To be in
compliance
with national
legal
requirements
Contractor Bidder /
Supervisor
Communal
inspector/
Municipality
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ENVIRONMENTAL MONITORING PLAN

FOR THE PROJECT – PROVIDING BASIC EQUIPMENT FOR THE
MAINTENANCE OF PUBLIC HYGIENE (VEHICLES FOR COLLECTION OF COMMUNAL WASTE AND
PROCUREMENT OF WASTE CONTAINERS)

What

Where

How

When

Why

parameter is to
be monitored?

is the parameter to be
monitored?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the
parameter to
be monitored?

Cost
Construction

Operations

Responsibility
Delivery
and put
into
operation
of the
waste
collection
vehicles

Operation of
the waste
collection
vehicles

Project activity: Delivery and running of basic equipment for the maintenance of public hygiene (vehicles for collection of communal waste and waste
containers)
The
environmental
and safety
protection
measures
applied before
put the vehicle
into operation

On the parking site of the CSE

Check the fuel
quantity,
lubrication oil
quantity and
breaking and
steering
system at the
spot

Immediately after
arriving of the
vehicles in the
CSE

To prevent
health and
safety risks –
mechanical
broken and
injuries

Contractor
- Bidder

To minimize
the adverse
environmental
and health
impacts

Contractor
– Bidder

Director of
the CSE
Municipality
Inspector

Test running
successfully
done
EURO 4
technical
specifications

At the homologation site –
Faculty of Mechanical Science,
Skopje (Homologation attest)

Noise level
specification of

The approval test site at the
authorized body for annual

Review the
technical
specifications
of the vehicles
Mechanical

At the beginning
of the running
phase
Before put into
operation

Director of
the CSE
with
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What

Where

How

When

Why

parameter is to
be monitored?

is the parameter to be
monitored?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the
parameter to
be monitored?

the vehicle
Lights, electronic
and hydraulic
compression
system, braking
and antiblocking system
and tires
Standard
technical
operational
parameters of
this kind of
vehicle
(protective
steering, brakes,
fuel
consumption)

registration (Registration card
for the vehicles)

and electronic
checks

(running)

Pre-registration inspection at
the authorized body for annual
registration

Monitoring of
the technical
specifications
Approval test
Report
showing that
the vehicle is
in compliance
with safety
requirements,
environmental
requirements
related to
noise, exhaust
emissions and
fitted devices

On annual basis

Cost
Construction

Operations

Responsibility
Delivery
and put
into
operation
of the
waste
collection
vehicles

Operation of
the waste
collection
vehicles

technical
team

To ensure
safety running
of the vehicles
and
minimization
of the
environmental
and health
impacts

Director of
the CSE
with
technical
team
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What

Where

How

When

Why

parameter is to
be monitored?

is the parameter to be
monitored?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the
parameter to
be monitored?

Announcement
of the frequency
and start-up of
vehicles running
and collection

Through the public
announcement via local
radio/newspaper/announcement
table in the municipality building

Before start-up of
running the
vehicles

To increase
the public
awareness
about the new
waste
management
practice and
waste
collection
frequency

Director of
the CSE
with
technical
team

Before official
startup of running

To improve
the driving
techniques
and to be
familiar with
vehicle
characteristics
and
compression
system

Director of
the CSE
with
technical
team

Periodically (six
months min.)

To ensure
minimization

Director of
the CSE

Visual/audio
check

Cost
Construction

Operations

Responsibility
Delivery
and put
into
operation
of the
waste
collection
vehicles

Operation of
the waste
collection
vehicles

Municipal
inspector

Project activity: Running of the waste collection vehicles
Skill of driver/s
on modern
driving
techniques and
some improved
performances of
the new vehicle

At the CSE site

Good
maintenance

At the service company

Training
records kept
Review of the
training
records

Review of
reports from
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What

Where

How

When

Why

parameter is to
be monitored?

is the parameter to be
monitored?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the
parameter to
be monitored?

practice and
repair performed
by professional
staff

the service
company

Cost
Construction

Operations

Responsibility
Delivery
and put
into
operation
of the
waste
collection
vehicles

Operation of
the waste
collection
vehicles

of the
environmental
and
occupational
safety risks
through high
fuel efficiency
and decrease
of emissions
of GHGs and
other
pollutants
(CO, HC, PM
and NOx)

with
technical
team

Fuel
consumption
trend, annual
quantity of waste
collected and
disposed at
municipal landfill

At CSE site

Annual Report
of the CSE

On annual basis
reporting in front
of the
Management
board and
Municipality
Council

To monitor
the regular
maintenance
and to
calculate the
carbon
footprint of the
communal
enterprise

Director of
the CSE
with
technical
team

Quantity of
primary selected

On several waste collection
sites in the settlements across

Review the
documentation

On regular basis
(monthly/annually)

To decrease
the quantity of

Director of
the CSE
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What

Where

How

When

Why

parameter is to
be monitored?

is the parameter to be
monitored?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the
parameter to
be monitored?

paper and PET
bottles by the
other solid waste

the Municipality

– collection of
recyclable
waste by the
authorized
collector/s

Fulfilled Annual
Report for
collection,
transportation
and disposal of
waste

Local self-government
administration

Review of
documentation
– Identification
waste List

Quality of
ground waters
near the
municipal

On the vicinity of the landfill (1
point at entrance zone and 2
points from exit zones of the

Taking
samples of the
ground waters
and analysis

Cost
Construction

Operations

Responsibility
Delivery
and put
into
operation
of the
waste
collection
vehicles

Operation of
the waste
collection
vehicles

mixed solid
waste
transported
and disposed
on the
municipal
landfill and to
use the
recyclable
waste as raw
material

with
technical
team

After the
accomplishment
the task of
collection,
transportation,
temporary
disposal and final
disposal of waste

To improve
the waste
management
on local and
national level

Mayor of
Municipality/
Ministry of
Environment
and
Physical
Planning

Once per year

To minimize
the risk of
water
pollution by

To be in
compliance
with national
legal
requirements

Director of
the CSE
with
technical
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What

Where

How

When

Why

parameter is to
be monitored?

is the parameter to be
monitored?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the
parameter to
be monitored?

ground waters near landfill

according the
ISO 5667-Part
11,1993)

landfill(ammonia,
chloride, pH,
SO4, metals, Hg,
nitrates,
phosphorus,
coliform bact
and other
defined in the
Rulebook on
landfill operation
– Official
Gazette of RM
No. 156/07)

the landfill
especially the
ground waters
near by the
municipality
landfill

Cost
Construction

Operations

Responsibility
Delivery
and put
into
operation
of the
waste
collection
vehicles

Operation of
the waste
collection
vehicles

team

To avoid the
health
problems
caused by the
polluted
waters
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ENVIRONMENTAL MONITORING PLAN FOR THE PROJECT - REPLACEMENT OF THE STREET LIGHTING
What
parameter is
to be
monitored?

Where
is the
parameter to
be monitored?

How
is the
parameter to
be monitored?

When
is the parameter
to be monitored
(frequency of
measurement)?

Project activity: Removal the used mercury vapor lamps
Power
On the sites
Electrical tool
Before the
removal steps
disconnection according the
drawings for
position of
street lights
The safety
protection
measures
applied for
the operators
Presence of
mercury spills
and glass
parts due to
broken bulbs
Removed
mercury
vapor lamps

On the sites

Visual checks

On the
streets/around
land/public
greenery

Visual
monitoring

On the sites

Visual
monitoring/
comparison
with planned

At the beginning
of each working
day and during
the removal
operation
Every day at the
end of the
working hours

According the
frequency of
removal for each
site/at the end of
each working day

Why
is the parameter
to be monitored?

Cost
Removal
of old
lamps/
Placement
of new
lights

Operations
of the new
lights

Responsibility
Removal of old
lamps/ Placement of
new lights

To avoid /prevent
the risk of fatal
electric shock

ContractorBidder

To prevent health
risks – inhaling
mercury in vapor
or powder, glass
pieces
To avoid health
impact of the
mercury to the
local citizens and
workers
In order to
determine the
compliance with
the signed
Contract
To avoid health
impacts due to
possible break

Contractor - Bidder /
Environmental
Officer at the
Municipality

Operations of
the new lights

Contractor-Bidder/
Environmental
Officer at the
Municipality
Authorized
Contractor for
collection and
transportation of
hazardous waste
subcontracted by the
Municipality /
Environmental
Officer at the
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What
parameter is
to be
monitored?

Where
is the
parameter to
be monitored?

How
is the
parameter to
be monitored?

When
is the parameter
to be monitored
(frequency of
measurement)?

Why
is the parameter
to be monitored?

Collection,
package,
labeling of
hazardous
mercury
lamps

On the sites

When the
packaging box
with hazardous
waste is full and
before the
temporary
storage/on
weekly basis

Separated
hazardous
and nonhazardous
waste
Separated
recycled
waste of
metal parts
(steel pipes,
tracks, zinced
screws,
rivets..)
collected and
transported
on Collection

On the sites

Visual check
on packaging
boxes, check
the
information on
label and all
necessary
data and
information to
identify the
hazardous
waste
Visual
monitoring
and reporting

To prevent the
environmental
pollution and
health risks.
To provide safety
hazardous waste
management
according the
national
environmental and
heath
requirements
To avoid disposal
of hazardous
waste on
municipal landfill –

Visual
monitoring
and reporting

During the
dismantling
activities/on daily
basis

On the sites

During the
dismantling
activities

To collect the
recycled materials

Cost
Removal
of old
lamps/
Placement
of new
lights

Operations
of the new
lights

Responsibility
Removal of old
lamps/ Placement of
new lights

Operations of
the new lights

Municipality
Authorized
Contractor for
collection and
transportation of
hazardous waste
subcontracted by the
Municipality of
/Environmental
Officer/State
Environmental
inspector
Contractor - Bidder /
Environmental
Officer

Contractor –Bidder
together with
Authorized Company
Commerce for
collection and
transport of recycling
materials/
Environmental
Officer
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What
parameter is
to be
monitored?

Center for
recycling
materials
Transport
and
temporary
storage of
hazardous
waste

Where
is the
parameter to
be monitored?

How
is the
parameter to
be monitored?

When
is the parameter
to be monitored
(frequency of
measurement)?

Why
is the parameter
to be monitored?

On safety
temporary
storage dry,
very well
ventilated
place
(Separate
room into the
basement of
Municipality
building for
boxes with
unbroken
lamps)
The adequate
place will be
ensured by
the
Municipality
for box/es with
broken lamps
The
Municipality
has already
signed the
Contract with
the

Review the
transportation
list and
conditions at
the storage
facility (dry
place,
ventilation,
labels for
restriction for
entrance…

Before the
transportation of
the hazardous
waste

In order to be in
line with the
environmental
conditions
required for the
hazardous waste
management
according national
legislation and
best practices

Cost
Removal
of old
lamps/
Placement
of new
lights

Operations
of the new
lights

Responsibility
Removal of old
lamps/ Placement of
new lights

Operations of
the new lights

Authorized
Contractor for
collection and
transportation of
hazardous waste
subcontracted by the
Municipality
/Environmental
Officer/
Environmental
inspector from
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What
parameter is
to be
monitored?

Fulfilled
Annual
Report for
collection,
transportation
and disposal
of hazardous
waste

Where
is the
parameter to
be monitored?

How
is the
parameter to
be monitored?

When
is the parameter
to be monitored
(frequency of
measurement)?

Why
is the parameter
to be monitored?

Municipality to
take the used
mercury lamps
for further
usage on their
sites
At Authorized
Contractor’s
headquarter
building

Review of
documentation
– Identification
waste List

After the
accomplishment
the task of
collection,
transportation
and temporary
disposal of used
lamps

To improve the
waste
management and
hazardous waste
management on
local and national
level
To be in
compliance with
national legal
requirements
To improve the
waste
management and
hazardous waste
management on
local and national
level
To be in
compliance with
national legal
requirements
To protect the

Fulfilled
Annual
Report for
transportation
and disposal
of waste

Local selfgovernment
administration

Review of
documentation
– Identification
waste List

After the
accomplishment
the task of
collection,
transportation,
temporary
disposal and give
the used lamps to
Municipality

Exposure of

On the site

Review the

Before the

Cost
Removal
of old
lamps/
Placement
of new
lights

Operations
of the new
lights

Responsibility
Removal of old
lamps/ Placement of
new lights

Operations of
the new lights

Environmental
inspector / Ministry of
Environment and
Physical Planning

Mayor of
Municipality/ Ministry
of Environment and
Physical Planning

Environmental
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What
parameter is
to be
monitored?

Where
is the
parameter to
be monitored?

loud noise
from hand
and electric
tools

Noise level

On the site

How
is the
parameter to
be monitored?

When
is the parameter
to be monitored
(frequency of
measurement)?

Why
is the parameter
to be monitored?

noise level
technical
specifications
of the used
tools – electric
drill and
grinder for
their use
outside
Monitoring of
the noise
levels
dB (А) with
appropriate
monitoring
devices

beginning of the
work (first day)

workers against
exposure to loud
noise taking into
account the
technical
specifications of
tools and time
duration of the
work outside
To monitor if the
noise level is
above/or below
the acceptance
noise level

On regularly
basis during the
work, through site
visits, in
accordance with
the national
legislation

Safety traffic
At the spot
Visual
During the traffic
flow through
monitoring
jam period (8 the site
8.30/16.30-17 h)
where street
lighting is
positioned
Project stage: Placement of new sodium lamps
Separated
On the sites
Visual
During the un
recycled
monitoring
packaging of new
waste of
and reporting
sodium lamps/on
packaging
daily basis
waste from

Cost
Removal
of old
lamps/
Placement
of new
lights

Operations
of the new
lights

Responsibility
Removal of old
lamps/ Placement of
new lights

Operations of
the new lights

inspector /
Environmental
Officer/

Company authorized
to performed noise
levels measurements
sub-contracted by
the Contractor Bidder/Environmental
Officer at Municipality

To ensure the
coordinated traffic
flow through city
of and other
settlements

Contractor – Bidder/
Environmental
Officer at Municipality
/
Traffic Engineer at
Municipality

To collect the
recycled materials
- paper and
cardboard

Contractor-Bidder/
Municipality of
Environmental
Officer

Noise level
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What
parameter is
to be
monitored?

new sodium
lamps (paper,
cardboard,)
collected and
transported
on recycling
facility
Content of
mercury or
other
hazardous
substances in
sodium
lamps

Where
is the
parameter to
be monitored?

How
is the
parameter to
be monitored?

When
is the parameter
to be monitored
(frequency of
measurement)?

Why
is the parameter
to be monitored?

In the
documentation
about the
product
specification

Review the
product
specification
list

Before the
operation of
placement start

To identify the
content of
hazardous
substances in
order to take a
mitigation
measures against
adverse
environmental and
health impacts
from broken
lamps

Environmental
inspector from
/
Environmental
Officer at the
Municipality

To mitigate the
adverse
environmental and
health impacts
and to obtain
better lighting of
the lamps

ContractorBidder
/
Environmental
Officer at the
Municipality

Project stage: Regular operation and maintenance
Loosened of
At the sites
Visual
On every six
all parts of
monitoring
months
the light
and checkup
(winter/summer
Clearness of
Clean the
period)
the lanterns
lanterns for
better lighting
of the lamp

Cost
Removal
of old
lamps/
Placement
of new
lights

Operations
of the new
lights

Responsibility
Removal of old
lamps/ Placement of
new lights

Operations of
the new lights
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ENVIRONMENTAL MONITORING PLAN FOR
SCHOOL/KINDERGARTEN BUILDING

THE PROJECT

– CONSTRUCTION/RECONSTRUCTION

What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

Cost
Constructi
on

Operatio
ns

OF THE

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

Project activity: Demolition of old School/Kindergarten and startup with reconstruction/construction activities at school/kindergarten buildings
At the beginning
of the
reconstruction/
construction work
(first day)

To ensure minimization of
health and safety risks –
mechanical injuries to the
members of the local
community – especially from
broken glass, wooden
windows and doors and
spikes.

Around
the
project
sites
(school/ki
ndergart
en
buildings
)

Visual checks

Fire
Protection
Plan

Before
the start
of
school/Ki
ndergart
en
operation

Review of the
Plan

At the beginning
of
school/kindergart
en work

To ensure that all fire
protection measures are
implemented

The OH& S
protection
measures

On the
project

Visual checks

Every working
day during the

To minimize the risks on
occupational health and
safety of the workers

The
community
safety
regulation
and
protection
measures
applied

Every working
day during the
project activities

Special attention should be
put during the removal of the
asbestos containing roof
sheets

Contractor Bidder
/Supervisor/
Municipal staff
(Communal and
Environmental
Inspector)/
School/
Kindergarten
officials

Municipal staff
(Communal and
Environmental
Inspector)

Contractor Bidder
/Supervisor/
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

applied for
the workers
at the sites

sites

project activities

especially protective
equipment and clothes for
workers who will remove
asbestos containing wall
panels

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

Municipal staff
(Communal and
Environmental
Inspector)/
School/Kinderga
rten officials

Avoid and
minimize
safety and
health risks
for the
students/kid
s and
school/kind
ergarten
employees

In the
building
and in
school/ki
ndergart
en yard

Time for
beginning
and end of
reconstructi
on/
constructio
n work and
especially
time for
removal of
existing

On the
project
site

Visual checks

At the beginning
the demolition
work and
continuously
every working day

To avoid injuries of the
students/kids or
school/kindergarten staff from
falling pieces of windows,
doors, broken glass and
inhalation of the asbestos
fibers or dust

Contractor Bidder
/Supervisor/
Municipal staff
(Communal and
Environmental
Inspector)/
School/Kinderga
rten officials

Visual checks
and
documents
(time
schedule)
review

Every day

To avoid the environmental,
health and safety risks

Contractor Bidder
/Supervisor/
Municipal staff
(Communal and
Environmental
Inspector)/
School/Kinderga
rten officials
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

Waste
Manageme
nt Plan for
waste
manageme
nt with all
generated
waste
streams

On the
project
site

Review the
document –
Waste
Management
Plan

Before the
demolition
activities start

To ensure

Existence
of the
broken
glass, dust
generated
during the
demolition

In the
school/ki
ndergart
en yard

Visual checks

For broken glass
immediately/For
dust generation
every day after
completion of
work

To avoid and minimize
injuries and dust inhalation

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

wall panels
and sewer
pipes
containing
asbestos

For inert waste on
2-3 days

Generation
of different
types of
waste
Level of
dust – fine

At the
construct

Visual
monitoring and

On the sunny, dry
days only (once a

Contractor Bidder
/Supervisor/
Municipal staff
(Communal and
Environmental
Inspector)/
School/Kinderga
rten officials

To avoid and minimize the
dust concentration into the air

Contractor –
Bidder and
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

particulate
matters

ion site

measurement
devices

week at the peak
working hour)

and to minimize the health
risks for the students/kids
workers and residents in the
neighborhood.

authorized
company for
dust
measurements

Collection
and
transport as
well storage
of
hazardous
waste (if
any
occurs).

On
safety
temporar
y storage

Review the
transportation
list and
conditions at
the storage
facility

Before the
transportation of
the hazardous
waste (if there is
any)

To improve the waste
management practice on
municipality and national
level.

Authorized
Contractor for
collection and
transportation of
hazardous
waste (if there is
any occur)
subcontracted
by the
ContractorBidder

Noise level

On the
site

Monitoring of
the noise
levels dB (А)
with
appropriate
monitoring
devices

On regularly basis
during the work,
in accordance
with the national
legislation

To monitor if the noise level is
above/or below the
acceptance noise level for
that type of area

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

Environmental
inspector
Contractor –
Bidder
Authorized
Company for
performing
noise levels
measurements
sub-contracted
by the
Contractor –
Bidder
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

Exposure of
loud noise
from
vehicle
machine,
mechanizati
on and
equipment

On the
construct
ion site

Review the
noise level
technical
specifications
of the used
vehicle,
mechanization
and equipment
for their usage
outside

Before the
beginning of the
work (first day) for
all vehicles and
equipment

To protect the workers
against exposure to loud
noise taking into account the
technical specifications of the
equipment and time duration
of the work outside

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one
Environmental
Inspector to
collect the noise
level
measurements
Contractor Bidder
Supervisor
Environmental
Inspector
/Inspector for
communal work

Project activity: Demolition of roof sheets containing asbestos
Primary
On the
Review the
At the beginning
selection of project
documentation of work
the waste
sites
– identification
streams at
of the waste
the project
type according
sites
the List of
waste

To separate hazardous
(packaging waste from glue,
paints, insulation material)
from the non-hazardous
waste as well as inert from
biodegradable waste

Contractor –
Bidder
Supervisor/
Municipal staff
(Communal and
Environmental
Inspector)

Identificatio
n of the
asbestos
containing
waste,

The asbestos containing
(ACM) waste is a hazardous
waste with adverse
environmental and health
impacts

Contractor –
Bidder
Supervisor/
Municipal staff
(Communal and

On the
project
sites

Review the
documentation
– identification
of the
asbestos

At the beginning
of work

Operations of
the new school
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

proper
packaging,
labeling as
a
hazardous
waste
Temporary
storage of
the old
windows
and doors
with proper
label and
coverage

containing
waste
according the
List of waste

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

Environmental
Inspector)

At
separate
room/bas
ement of
the
buildings
or in the
yard

Visual checks

On daily basis

To minimize injuries

Contractor –
Bidder
School/Kinderga
rten officials

On the
sites and
around

Visual
monitoring and
reviewing the

After the
collection and
transportation of
the waste from

Not to leave the waste on the
spot to avoid the
environmental and health

Contractor –
Bidder who
need to sign the
contract with

Temporary
storage of
the
removed
asbestos
containing
roof sheets
proper
packaged
and labeled
Collection
transportati
on and final
disposal of
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

the wooden
windows
and doors

the sites

transportation

old wooden
windows and
doors by the
public communal
enterprise

impacts to the children

The
contract
with the
authorized
transporter
of the
asbestos
containing
waste
should be
signed

Before
the
removal/
dismantl
e works
start

Review the
contracts

During the
collection and
transportation of
the removed roof
sheets

To be sure that the asbestos
containing waste will be
treated according the national
legislation, international
conventions, good practice

The
contract
with the
Landfill
should be
signed as
well for
acceptance
and final
disposal of
the waste

Before the final
disposal of
removed sheets

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

licensed
company for
collection,
transportation
and disposal of
the waste from
replacement
Contractor –
Bidder who
needs to sign
the contract with
licensed
company for
acceptance and
final disposal of
the asbestos
containing
waste. The
Landfill must
have a License
for acceptance
and final
disposal of
asbestos waste
issued by the
Ministry of
Environment
and Physical
Planning
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

Fulfilled
Annual
Report for
transportati
on and
disposal of
waste

Local
selfgovernm
ent
administr
ation

Review of
documentation
– Identification
waste List

After the
accomplishment
the task of
collection,
transportation,
temporary
disposal and final
disposal of
different type of
waste including
asbestos
containing waste

Project activity: Operational phase of the School/Kindergarten
Drinking
Before
Laboratory
Before the start
water
the
equipment for
with
quality
distributi
physicalschool/kindergart
on
chemical and
en operation
through
microbiological
the new
water quality
water
analysis
supply
system,
the water
sample
should
be
analyzed
by the
Authorize

To improve the waste
management and hazardous
waste management on local
and national level

To ensure the distribution of
high quality drinking water to
the students/kids minimizing
the health risks of waterborne
diseases

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

Mayor of
Municipality

Municipal staff
School/Kinderg
arten officials
Public
Enterprise
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What

Where

How

When

Why

parameter
is to be
monitored?

is the
paramete
r to be
monitore
d?

is the
parameter to
be monitored?

is the parameter
to be monitored
(frequency of
measurement)?

is the parameter to be
monitored?

Cost
Constructi
on

Operatio
ns

Responsibility
Demolition of
old school and
construction the
new one

Operations of
the new school

d
laboratori
es –
Public
Health
institute
/Accredit
ed
laboratori
es
Fire
Protection
Plan

Before
the start
of
school/ki
ndergart
en
operation

Review of the
Plan

At the beginning
of
school/kindergart
en work

Plan for
regular and
preventive
maintenanc
e of the
school/kind
ergarten

Before
the start
of
school/ki
ndergart
en
operation

Review of the
Plan

At the beginning
of
school/kindergart
en work

To ensure that all fire
protection measures are
implemented

Municipal staff
(Communal and
Environmental
Inspector)
School/Kinderg
arten staff
Municipal staff
(Communal and
Environmental
Inspector)
School/Kinderg
arten staff
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ANNEX 2 ENVIRONMENTAL MONITORING REPORT
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ANNEX 3 MINUTES
26.8.2014

OF

PUBLIC

CONSULTATION MEETING ORGANIZED ON

Ministry of Finance of the Republic of Macedonia
“Municipal Services Improvement Project”
IBRD Loan number 7699-MK and 8158-MK

Location

The Public consultation was held on 26.08.2014 at the premises of the Ministry of
Finance, from 12 a.m. to 13.30 p.m.

Objective

The consultation meeting was aimed at presenting to the relevant interested
stakeholders and concerned public (NGOs) the main aims of the Environmental
Assessments and Management Framework Document regarding the MSIP
Project, proposed general Mitigation plans, Monitoring plans, recommendations, as
well as to give to the public opportunity to state their comments, opinions and remarks
on the matter.

Invitees

All interested stakeholders have been invited: Ministry of finance (MoF),
Ministry of Environment and Physical Planning (MoEPP), AE (MoEPP) Administration for Environment within MoEPP, NGOs, local self government units and
the city of Skopje, consultant companies and other concerned institutions.
Also, public announcement was published in daily national newspaper, and posted on
the website of MoF.
Copy of Public announcement is enclosed.

Participants

Copy of The List of Participants is enclosed.

Summary
conclusions
and comments

DISTRIBUTED MATERIALS
Report (in English) and presentation (in Macedonian). Both documents were sent by
email to the all invited participants and hard copies were given at those who
participated at the meeting. Additionally, the report was published at the project
website. The report was also available at the project office in hard copy.
CONCLUSIONS AND COMMENTS
The meeting was carried out according to the planned agenda. Director of the MSIP
project unit Mrs. Malgorzata MARKIEWICZ-BOGOV (MMB) welcomed the participants
and carried out short introduction, in order to inform the present participants for the
main objectives of the project, the project components and next planned activities.
The Environmental expert Mrs. Slavjanka PEJCINOVSKA-ANDONOVA (SPA)
presented the Environmental Assessments and Management Framework Document,
elaborating on the aims of the MSIP and Environmental Assessments and
Management Framework Document.
Furthermore, the environmental expert presented the overall content of the
Environmental Assessments and Management Framework Document as well as the
need for updating the EMFD prepared in 2008. Hence, she gave an overview of the
Legal framework of Environmental and Local-self government sectors in Macedonia;
Procedures for environmental assessment for the project development required under
Macedonian legislation; Procedures for environmental assessment for project
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development under World Bank Procedures; Type of existing small-scale projects
within the MSIP and the additional possible type of projects initiated by the
municipalities. During the presentation SPA noted the importance of environmental
assessment of the project components and subcomponents, potential environmental
risks, impacts and potential mitigation measures. Thus, SPA with special accent has
presented the possible environmental impact due to the planed sub-projects.
Consequently, proposed general Mitigation plans and Monitoring plans were
elaborated and at the end of the presentation SPA gave general conclusions and
recommendations.
First remarks, comments and suggestions were given by Kiril KALKASLIEV - KK
(MoEPP), regarding compliments for the presentation, and as well detailed and
professionally prepared EMFD document. KK also gave the following suggestions:
- Issue regarding solid waste disposal, to be solved on regional level;
- Maintenance of the public infrastructure except with CSE, can be managed also
with PPP;
- Macedonian legislation to be continually updated in the documents as well as the
list of the WWTP.
Explanations were given by Lolita STOJANOVSKA - LS (ADKOM):
- Document for complete situation regarding WWTP is under preparation and will be
submitted ASAP to the MSIP PIU in order to include the updated data referring to
WWTPs in Macedonia in the EMFD.
Zoran BOSHEV - ZB (MoEPP), also gave the following suggestions:
- Few relevant rulebooks related to EIA procedure in Macedonia should be included
in the EMFD;
- He asked if this kind of document needs to be included in the national legislation;
- Also he asked if Environmental Assessments and Management Framework
Document is on a level of Strategic Environment Assessment Document.
Petar DIMOVSKI – PD (Citizen), gave the following suggestions:
- For such important document, the interest should be much higher in the community;
- The maintenance of the plants should be managed better in order to have healthier
environment and also for safety reasons.
Representatives of MoEPP have pointed out the importance of such documents and
suggested the document to be well understood should be available for the public.
SPA has commented the conclusion concerning the regular update of the document
with regard to the legal framework. SPA has added, and noted that the Project
includes support and capacity building of institutions in the field of environmental
management, and that the defined mitigation measures are already applied as
suggested.
CLOSING REMARKS
The meeting was closed and closing remarks were given by SPA, expressing
gratitude for the presence and interest concerning this project. SPA noted that all
suggestions and remarks regarding this Report will be incorporated in the final version
of Environmental Assessments and Management Framework Document.
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Responsibility

Environmental expert (SPA) will amend the EMFD according to the received
comments and also will prepare Summary of the public consultation meeting and
incorporate within the final version of the Environmental Assessments and
Management Framework Document.
Final Environmental Assessments and Management Framework Document will
be delivered to MSIP project unit and to the Ministry of Finance and passed to the
World Bank for final review and no-objection.

List of Participants
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Public announcements concerning public consultation in the daily newspaper
DNEVNIK – 19.08.2014
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ANNEX 4.6 SUB-LOAN AGREEMENT FORMAT

SUB-LOAN AGREEMENT

dated _________________

between the

REPUBLIC OF MACEDONIA
represented by the MINISTRY OF FINANCE
(“MoF”)

and the

The Municipality of ________________________
(“Sub – Borrower)”

for

MKD _________________
(“Sub - Loan”)

- Municipal Services Improvement Project – Republic of Macedonia -
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Preamble
In accordance with the Loan Agreement for the Municipal Services Improvement Project No.
_______________ and the Agreement on additional financing for the Municipal Services
Improvement
Project
No.
_______(hereinafter
“Loan
Agreements”),
dated
____________________, between the International Bank for Reconstruction and
Development and the Republic of Macedonia, the Ministry of Finance of the Republic of
Macedonia (hereinafter “MoF”) and the Municipality of __________________ (hereinafter
“Sub - Borrower”) hereby enter into the following Sub-Loan Agreement.
ARTICLE I – GENERAL CONDITIONS; DEFINITIONS
1.1.

The “International Bank for Reconstruction and Development General Conditions for
Loans (as defined in the Appendix to this Agreement) constitute an integral part of
this Sub-Loan Agreement.

1.2.

Unless the context requires otherwise, the capitalized items used in this Sub Loan
Agreement have the meanings ascribed to them in the General Conditions, or the
Appendix to the Loan Agreement.

1.3.

The procedure for municipal borrowing and borrowing by public enterprises in the
Republic of Macedonia is in accordance with the Public Debt Law (Official Gazette of
the Republic of Macedonia no.62/2005, 88/08, 35/11, 139/14 and 165/14) and the
Law on financing Local Governments (Official Gazette of the Republic of Macedonia
no. 61/2004, 96/2004, 67/2007,156/09 and 47/2011).
ARTICLE II – SUB-LOAN AMOUNT AND PURPOSE

2.1.

The MoF shall extend a Sub - Loan to the Sub – Borrower, on the terms and
conditions set forth or referred to in this Sub-Loan Agreement, the amount of MKD
____________ , to finance the project described in Schedule 1 to this Sub – Loan
Agreement.

2.2.

The Sub - Borrower shall use the Sub - Loan exclusively for investments under the
Municipal Services Improvement Project – Republic of Macedonia (“MSIP Project”)
and, specifically, shall use the Sub - Loan to finance the sub-project described in
Schedule 1 to this Sub Loan Agreement.

2.3.

Performance based investment grants stipulated within the Component C of the
MSIP Project, can be provided to the Sub - Borrower as an incentive and reward for
implementation of reform initiatives specified in Annex 1 to this agreement, upon
satisfactory implementation of performance criteria defined in Project Operational
Manual.

ARTICLE III – TERMS AND CONDITIONS
3.1

The Sub - Borrower shall pay interest on the Sub - Loan at an interest rate as it is
stipulated in Section 2.04. of Loan Agreements. Interest shall be charged from the
dates at which disbursements are debited, but latest from_______(insert date) to the
dates at which repayments are credited to Treasury Account specified in Article 3.4.
Terms of the sub - loan are as follows:
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a)
b)

c)

d)

e)

f)
g)

The Sub-loan is denominated in Macedonian Denars;
The total maturity of the Sub-loan is __(put the number of total years)
years, including ____(insert the number of the years) years of grace
period. Last repayment date of the Sub-loan shall not exceed the last
repayment date of the Loan Agreements;
The interest payable by a Sub-loan recipient shall be equal to the interest
payable by the Borrower to the Bank according to Section 2.4. of Loan
Agreements;
Grace period – _ years starting from the date of signing of this sub-loan
agreement. The Sub-loan recipient shall pay interest during the grace
period.
If any amount of the Sub - Loan remains unpaid when due and such nonpayment continues for a period of thirty days, then the Sub - Borrower shall
pay the Default Interest on such overdue amount at default interest rate
prescribed by law.
Payment dates of interest and principle are February 10 and August 10.
The sub-loan is paid according to the Repayment schedule presented in
Schedule 1.

3.2

The Sub - Borrower shall remit all payments to Sub – Loan Treasury Account
No.______ (to be determined).
The MoF will notify the Sub - Borrower on the Sub – Loan amount that should be
transferred on the account stipulated in paragraph 1 of this Article, at least 15 days
before the payment date.
The Sub - Borrower is obliged to transfer each payment, according to the
Repayment schedule stated in Schedule 1 of this Sub - Loan Agreement at least
two days before payment date.

3.5

If the Sub - Borrower fails to provide sufficient funds for full and timely servicing of
the credit liability under this Agreement, the MoF – Treasury Department will have
the right:
a)
to shift funds from the budget account of the Sub - Borrower to the account
of the Ministry of Finance up to the amount necessary to service the
liability of the Borrower and/or,
b)
to keep part of the grants from the Central Budget of the Republic of
Macedonia to be distributed to the Borrower up to the amount necessary to
service the liability of the Borrower.
ARTICLE IV – SUSPENSION OF DISBURSEMENT AND PREMATURE PAYMENT

4.1

The Sub - Borrower may at any time
a)
b)

4.2

subject to the fulfillment of its obligations under Article 6, cancel any
amounts not yet disbursed, and
repay the Sub - Loan in whole or in part in advance of maturity.

MoF may not suspend or terminate disbursements unless
a)

the Sub - Borrower has failed to perform its obligations to MoF to make
payments when due, or any other obligations under this Sub – Loan
Agreement
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b)
c)

4.3.

the Sub - Borrower is unable to prove that the proceeds from the Sub loan have been used for the stipulated purpose,
extraordinary circumstances arise that preclude or seriously jeopardize the
implementation, the operation, or the purpose of the Sub - project, or the
performance of the obligations assumed by the Sub - Borrower under this
Sub – Loan Agreement.

If any of the situations specified in Article 4.2 a), b) or c) has occurred and has not
been eliminated within a period determined by MoF, which shall, however, be at
least 30 days, MoF may,
a)

b)

in the case specified in Article 4.2 a) and 4.2 b) demand the immediate
repayment of all outstanding loan amounts as well as the payment of all
interest accrued and all other incidental charges;
in the case specified in Article 4.2 c), demand the immediate repayment of
such Amounts as the Sub - Borrower is unable to prove to have been used
for the stipulated purpose.
ARTICLE V – COST AND PUBLIC CHARGES

5.1

The Sub - Borrower shall make all payments to be effected under this Sub Agreement without any deduction for taxes, other public charges or other costs, and
shall pay the transfer and conversion costs accruing in connection with the
disbursement of the Sub - Loan.

5.2

All expenditures that cannot be financed by the Sub-Loan in accordance with the
provision of the Loan Agreement shall be borne by the Sub – Borrower.
ARTICLE VI – SUB – PROJECT IMPLEMENTATION

6.1

The Sub - Borrower shall
(a) carry out its Sub-project with due diligence and efficiency and in accordance with
sound technical, economic, financial, managerial, environmental and social standards
and practices satisfactory to the Bank, including in accordance with the provisions of
the Anti-Corruption Guidelines applicable to recipients of loan proceeds, the EAMF
and the LARPF;
(b) provide, promptly as needed, the resources required for the purpose of the Subproject;
(c) maintain policies and procedures adequate to enable it to monitor and evaluate in
accordance with indicators acceptable to the MoF and the World Bank, the progress
of the Sub-project and the achievement of its objectives;
(d) (1) maintain a financial management system and prepare financial statements in
accordance with consistently applied accounting standards acceptable to the MoF
and the World Bank, both in a manner adequate to reflect the operations, resources
and expenditures related to the Sub-project; and (2) at the MoF or the Bank’s
request, have such financial statements audited in accordance with consistently
applied auditing standards, and promptly furnish the statements as so audited to the
MoF;
(e) enable the MoF and the Bank to inspect the Sub-project, its operation and any
relevant records and documents; and
(f) prepare and furnish to the MoF or the Bank all such information as the MoF or the
Bank shall reasonably request relating to the Sub-project.
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ARTICLE VII – PROCUREMENT OF GOODS, WORKS AND SERVICES UNDER THE
SUB-PROJECT
7.1.

Procurement related to the Sub project will be carried out in accordance with
Section III of Schedule 2 to the Loan Agreement as well as Schedule 1 of this Subloan agreement.

7.2.

The PMU will lead the procurement for the sub-project funded by Sub-Loan on
behalf of the Sub-Borrower with active participation of the Sub–Borrower in all
stages of the procurement process.

7.3.

The contracts under the Sub-Project will be signed by the Sub - Borrower and the
respective awarded contractors, suppliers and consultants.

7.4.

The Sub - Borrower will be in charge of the payments to be made directly to the
respective contractors, suppliers and consultants, as in accordance with the
conditions of the signed contracts. The Sub-Borrower will make the payments within
5 working days after the funds were received in the Sub-Loan Denar Account.
ARTICLE VIII – SUPERVISION AND MONITORING OF THE WORKS

8.1.

The Sub - Borrower will carry out the supervision and monitoring of works under the
Sub-Project implementation.

8.2.

The MoF through PMU can carry out its own supervision and monitoring of works.

8.3.

Where there is disagreement between the Sub - Borrower’s supervision and the
PMU’s supervision, the judgement of the PMU is binding.

ARTICLE IX – HAND OVER, ACCEPTANCE AND PAYMENT OF GOODS, WORKS AND
SERVICES
9.1.

The acceptance of goods, works and services under the Sub-Project should be
done by the Sub-Borrower, in accordance with the conditions of the signed
contracts.

9.2.

The quality of the procured goods, works and services shall correspond to the
technical and quality parameters agreed by the Sub-Borrower and the respective
contractors, suppliers and consultants, as in accordance with the conditions of the
signed contracts..

9.3.

Upon completion of the works or supply of goods, acceptance will be effected in the
presence of the parties concerned – Sub - Borrower, Firm, Supervisory body and
PMU. The performance shall be examined and if found satisfactory, final payment
to the Firm shall be effected.
ARTICLE X – PROCEDURE FOR PAYMENT

10.1.

The PMU carries out all procurement processes on behalf of the Sub-Borrower, and
the Sub-Borrower is signatory to the contract.

10.2.

The transaction based disbursement method will be used for the Sub Project. The
Sub - Borrower will open a Sub - Loan Denar account within the Treasury Single
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Account, to capture all transfers of funds related to this Sub-loan Agreement. The
Sub Loan funds will flow from the PMU Designated Account, passing through the
Sub Loan Denar account, to the suppliers. The Sub - Borrower is obliged to transfer
the Sub - loan funds to the respective contractors, suppliers and consultants, as in
accordance with the conditions of the signed contracts, but not later than 5 (five)
working days after the funds were received in the Sub-Loan Denar Account. The
Sub Loan Denar Account will be managed and operated by the Sub-Borrower.
10.3.

Documents evidencing that goods, services, and works have been received and are
in line with what has been contracted is a mandatory accompanying document for
payment.

10.4.

Any future request for payment by the Sub - Borrower needs to be supported by
appropriate documentation that the previous payments have been executed.

ARTICLE XI - RIGHTS, OBLIGATIONS AND RESPONSIBILITIES OF THE MOF& PMU
11.1.

The MoF through PMU can carry out the monitoring of works, goods and services,
so that the amounts, costs and quality of the works provided by the “Firm”
correspond to the technical specifications and budget agreed to by the PMU and
the Sub - Borrower.

11.2.

The MoF through PMU is obliged to inform the Sub - Borrower regarding the date of
first disbursement in the written form.
ARTICLE XII -RIGHTS, OBLIGATIONS AND RESPONSIBILITIES OF THE SUB BORROWER

12.1.

The Sub - Borrower shall repay the principal and the interest in accordance with
provisions of Article III of this Sub – Loan Agreement.

12.2.

Until the full repayment of principal and interest of the Sub - Loan the Sub Borrower shall determine as a mandatory Articles in its planned budget of the each
following year.

12.3.

The Sub - Borrower shall be responsible for the operational maintenance of the
works and activities provided as a result of the Sub-Project implementation.

12.4.

The Sub - Borrower carries out the monitoring and technical supervision of the
goods, works, and services, so that the amounts, costs and quality of the goods,
works, and services provided by the “Firm” correspond to the technical
specifications and budget agreed to by the PMU and the Sub - Borrower.

12.5.

The Sub – Borrower is obliged to provide the MoF / PMU with copies of contracts
signed with the “Firm”.

12.6

The Sub-Borrower shall monitor and evaluate the progress of the Sub-Project and
prepare Municipal Sub Project Financial reports and furnish to the PMU not later
than twenty (20) days after the end of each calendar quarter in form presented in
Annex 2.
ARTICLE XIII -MISCELLANEOUS PROVISIONS
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13.1

The Sub - Borrower shall ensure that the Sub – Project is carried out in accordance
with the provisions of the World Bank Anti – Corruption Guidelines and the
provisions of the Law against corruption (Official Gazette No. 28/02, 46/04,
83/04,126/06,10/08 and 161/08) and the Law of hindering conflict of interests
(Official Gazette No. 70/07, 114/2009 and 128/2009).

13.2

If any of the provisions of this Sub – Loan Agreement is invalid, all other provisions
shall remain unaffected thereby. Any gap resulting there from shall be filled by a
provision consistent with the purpose of this Sub – Loan Agreement and the Loan
Agreements No.___
ARTICLE XIV -CHANGES, AMENDMENTS AND NOTIFICATIONS

14.1.

Changes and amendments can be made any time to this Sub - Loan Agreement
between the Parties and shall be an integral part of this Sub – Loan Agreement.

14.2.

Any changes and amendments shall be made in written.

14.3.

Changes shall be executed in the form of amendments to this Sub - Loan
Agreement.

14.4

Any notifications related to this Sub- Loan Agreement made by the Parties shall be
submitted in written.

14.5

Amendments to this Sub- Loan Agreement and the respective notifications that are
not executed according to the rules determined by this Article, shall not be
considered as valid.

14.6

The changes and amendments to this Sub- Loan Agreement shall enter into force
from the date of their signing or from any other date specified therein.
ARTICLE XV -DURATION OF THE SUB- LOAN AGREEMENT

15.1

The Sub- Loan Agreement enters into force on the date of the signature of both
parties and remains effective till the full repayment of principal amount of the Sub Loan and of the interest accrued.
ARTICLE XVI -TERMINATION OF THE SUB- LOAN AGREEMENT

16.1

The Parties at any time can claim termination of this Sub- Loan Agreement on the
basis of due justification.

16.2.

If the termination of this Sub – Loan Agreement at any time is caused by the failure
of the Sub - Borrower to fulfill its obligations or by undue fulfillment thereof, the Sub
- Borrower shall return the total amount of the Sub – Loan received prior to the
termination of this Sub- Loan Agreement. If this Sub – Loan Agreement is
terminated before the completion of works under the "Sub-Project" and the
termination is caused by the failure of the Sub - Borrower to fulfill its obligations or
by undue fulfillment thereof, the Sub - Borrower shall return also the used amount
received prior to the termination of this Sub – Loan Agreement.
ARTICLE XVII - FORCE MAJEURE
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17.1.

In case of Force Majeure- wars, natural disasters, embargo, inhibit normative acts
issued by the State, which have direct impact on this Agreement and hamper its
fulfillment, time limits of this Sub - Loan Agreement and the terms of its
implementation shall be prolonged for the period of the Force Majeure.

17.2.

The deterioration of existing social and economic conditions in the Republic of
Macedonia shall not be considered as Force Majeure.

17.3.

In case of Force Majeure conditions the parties are obliged to inform each other
thereof in written.

ARTICLE XVIII – DISPUTE RESOLUTION
18.1.

The Administrative court of the Republic of Macedonia shall be competent court for
all disputes, and difference in opinions under this Sub-Loan Agreement.

Done in 4 originals in the Macedonian language.
Skopje,
this day of, _____________
_____________________
REPUBLIC OF MACEDONIA
represented by the
MINISTRY OF FINANCE

_____________________
Sub-Borrower – The Municipality of

279

SCHEDULE 1
Repayment Schedule

SCHEDULE 2
Detailed description of the Sub – Project to be financed with this Sub – Loan Agreement
under the Municipal Services Improvement Project

Section I. Sub-Project Description
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ANNEX1
List of Performance Criteria
Detailed description of performance criteria
Criterion 114: Increased local revenues. Local revenues include taxes and fees collected by
the municipality as defined in the Law on Financing of the Units of Local Self Government
(2004), including tax on income, property, inheritance and gift, transfer of real-estate and
rights, business signage fees, road usage and vehicle registration, use of public lighting,
construction permit fees, entrepreneurial and property income, administrative fees, and fees
for services. The data source would be the municipalities’ end-of-year financial report
submitted to the Ministry of Finance. The minimum total percentage increase required during
2010-12, taking December 31, 2009 as the base, would vary by municipal category:
• More than 50,000 inhabitants:
revenues;

increase of at least 10 percent in per capita local

• Between 20,000 and 50,000 inhabitants: increase of at least 7.0 percent in per capita
local revenues;
• Below 20,000 inhabitants: increase of at least 5.0 percent in per capita local revenues.
Criterion 2: Service-level agreement. The municipality will sign a legal agreement with its
CSE that specifies roles, rights, responsibilities, and obligations for each party regarding the
services provided by the CSE on behalf of the municipality. The agreement will be made
publicly available at the CSE, the municipality, and by mail to CSE customers, and will
specify minimum customer rights and CSE responsibilities. The agreement will specify: (a)
the CSE service area covered; (b) minimum service quality measures; (c) CSE planning,
budgeting, reporting, and auditing requirements; (d) financial and technical performance
targets; (e) governance structure; (f) municipality tariff calculation methodology and annual
review procedure; (g) customer complaint and appeals procedures, and public monitoring
and accountability mechanisms. The PMU will assist by providing sample contracts.
Criterion 315: Regularly updated municipal and CSE website. The municipality and CSE do
maintain and regularly update a publicly accessible website with the following minimum
information: (i) an overview or organizational chart with key departments and units, including
contact information such as name, email and telephone number for key municipal services
such as urbanism (including construction permits), communal services (water supply,
sanitation, solid waste management, etc.), social issues (education, kindergarten, elderly
care), financial issues (taxes and fees) and other relevant services; (ii) an established
procedure for complaints from citizens and a mechanism to monitor the type of complaint
and time of response by the municipality/ CSE; (iii) a list of approved Detailed Urban
Development Plans and calendar for their scheduled adoption and/ or updates; (iv) a
detailed list with dates of planned municipal infrastructure and service projects, including
rehabilitation and maintenance; (v) a service plan with the frequency and specific timing of
regularly provided services such as garbage collection and street cleaning; and (vi) an
overview of the fee and tariff structure for each of the services provided by the municipality/
CSE.

14

For sub-loan agreements signed before the effectiveness day of additional financing the base year applied will be 2007,
and the total percentage increase in local revenues will be calculated for the period 2008-2010.

15

For sub-loan agreements signed before the effectiveness day of additional financing this criteria states: published audits –
municipality and CSE will publish internal and external audit results on their webpage or other publicly accessible
medium.
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Criterion 4: CSE tariff adjustment program. The municipal council, which is legally
responsible for approving tariff proposals formulated by the CSE, will have: (a) approved a
time-bound program to increase CSE tariffs towards cost recovery, defined as costs of
operation, maintenance, and debt service; and (b) passed the first tariff increase within the
previous two years from the time of grant application.
Criterion 5: Separate cost center accounting. The CSE will have established separate cost
accounts for each service provided or activity undertaken, to enable the calculation of unit
costs for each product or service. The CSE would apply cost accounting software
comparable to the software that was implemented with the GTZ support in ten municipalities.
Criterion 6: Implement a non-revenue water reduction program. The CSE would need to (a)
present a feasible non-revenue water reduction program to reduce non-revenue water within
the next three years; and (b) provide evidence of a working source meter, the first step of
implementing a non-revenue water program. Other minimum requirements include a detailed
network screening plan, and a customer connection survey that detects all existing and
working connections.
Criterion 7: CSE asset inventory. The CSE would need to present a completed inventory of
assets owned and/or used by the CSE. The inventory must be suitable to serve as the basis
to assess the physical condition of the water supply system as well as the current and
replacement value of assets (although meeting this condition does not require full asset
valuation).
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ANNEX 2
Format of Municipal sub-project financial reports to the PMU

Municipal Services Improvement Project
Sub Project for ______________________________, Sub loan No. ____
Municipality of ______________
LOAN DENAR ACCOUNT STATEMENT
Account number ________________________
For the quarter ending xx/xx/20xx
In MKD

Opening Balance on LA

Plus: Replenishment from the MLSP PMU
during the period
0
Less: Amount of eligible expenditures paid
during the period
0

Closing Balance as of the end of period

0

Balance per Loan Denar Account per Bank
Statement No. in MKD

Discrepancy in closing balance

0

Explanation

283

Municipal Services Improvement Project
Sub Project for ______________________________, Sub loan No. ____
Municipality of ______________
BREAKDOWN OF LOANS
Account number ________________________
For the quarter ending xx/xx/20xx
In MKD

Contract

Loan
No./
Invoice
referen
ce

Loan
amou
nt/
Invoi
ce
amou
nt

Descr
iption

Paid loan
amount to date/
paid invoice
amount to date

Date of
payment/
Bank stat.
No.

Remainin
g
balance
(Loan /
Invoice)

Commit
ments

Contract 1
- Invoice No.1
- Invoice No.2
- Invoice No.3
Contract 2
- Invoice No.1
- Invoice No.2
- Invoice No.3

Total
Brief narrative description of the factors influencing the financial and physical progress
during the quarter as well further plans for completion of the sub projects implementation.
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Outsta
nding
payme
nts

APPENDIX

Definitions
• “Loan Agreements” means loan agreements between the Republic of Macedonia and the
International Bank for Reconstruction and Development – World Bank for the Municipal
Services Improvement Project i.e. Loan Agreement for the Municipal Services Improvement
Project no. 7699-MK dated 29 June 2009 and the Loan Agreement for Additional Financing
for the Municipal Services Improvement Project no. 8158-MK dated 7 June 2012.
• “Grant Agreement” means a grant agreement between a Participating Municipality and
the Republic of Macedonia represented by the Ministry of Finance for provision of a
Performance-based Investment Grant under Part C of the MSIP Project
• “Performance-based Investment Grant” or “Grant” means a grant provided or proposed
to be provided by the Republic of Macedonia to a Participating Municipality under
Component C of the Project.
• “Project Management Unit” or “PMU” means the project management unit established by
the Ministry of Finance for day-to-day Project management, coordination, monitoring and
evaluation.
• “Sub-loan” means a subsidiary loan provided by the Republic of Macedonia to a
Participating Municipality to finance a Sub-project under Component A of the Project.
• “Sub-loan Agreement” means a sub-loan agreement between a Participating Municipality
and the Republic of Macedonia represented by the Ministry of Finance for provision of a
Sub-loan under Part A of the MSIP Project
• “Sub – loan Borrower” means the participating municipality eligible to borrow under the
procedure for municipal borrowing and by public enterprises in the Republic of Macedonia in
accordance with the Public Debt Law (Official Gazette of the Republic of Macedonia
No.62/05,88/08 and 33/11) and the Law on Financing Local Governments, (Official Gazette
of the Republic of Macedonia No.61/04, 96/04 and 67/07), and the Loan Agreements,
No._____.
• “General Conditions” means the “International Bank for Reconstruction and Development
General Conditions for Loans”, dated July 1, 2005 (as amended through February 12, 2008).
• "Sub Loan Denar Account" means the denar account opened within the Treasury Single
Account by the Sub Borrower, that capture all transfers of funds related to the Sub-loan
Agreement.
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ANNEX 4.7 RESETTLEMENT POLICY FRAMEWORK

M.Sc. Magdalena Trajkovska Trpevska, Environmental Consultant

SKOPJE

August, 2008
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ABBREVIATIONS AND ACRONYMS

CSE
EU
MSIP
OP
PAP
PEP
RPF
TA
TOR
WB

Communal Service Enterprises
European Union
Macedonia Municipal Services Improvement Project
Operational Policies
Project Affected Persons
Pre-Accession Economic Programme
Resettlement Policy Framework
Technical Assistance
Terms of References
World Bank
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Description of the specific activities under the project that require land acquisition
The proposed project development objective is to support sustainable delivery of municipal
services. The project would focus on infrastructure and services under the responsibility of
participating municipalities and their communal service enterprises, such as water supply,
sanitation, and solid waste management; but may also include other municipal functions
such as urban planning, urban transport, and other services under municipal provision. The
broader development objective of the project would be to promote continued strengthening
of local self governance and help Republic of Macedonia meet its requirements for EU
accession.
The project would finance investments in basic local infrastructure and municipal services;
provide Technical Assistance (TA) to municipalities and CSEs; and support institutional
reforms in municipalities through performance grants. The project would also provide TA to
central agencies for institutional strengthening and support of policy reforms. In addition, the
project would cover operational costs associated with project implementation and support
project management. The four components are described below in more detail.
Component A (Municipal Investments) would provide loans to municipalities that are eligible
to borrow. Investments to be financed under this component would be mainly for (i) revenuegenerating services and (ii) other investment projects of high priority to municipalities and
with cost saving potential. It is expected that investments under the first category would be
primarily for services and infrastructure provided by CSEs, while projects under category two
may be mainly under direct provision of municipalities. Municipalities may on-lend loan
proceeds to CSEs.
Component B (Capacity Building and Institutional Strengthening). This component would
include technical assistance grants for: (I) capacity building to municipalities and CSEs for
activities of sub-project preparation, including feasibility studies, financial, environmental and
social assessments, and support for bidding procedures for investments and services
provided under Component A; (II) activities aimed at strengthening the capacity of
municipalities and CSEs to improve performance in service provision, including institutional
strengthening, organizational development and managerial reforms; and (III) support to
central agencies to support policy reforms to develop and implement national strategies.
Technical assistance grants to municipalities would be allocated on a “first come, first
served” basis as far as permitted within the total allocation to this component.
Component C (Performance Grants) provides grants to municipalities as an incentive for
implementation of reform initiatives aimed at performance improvements in service delivery.
The awarded grant amount to an individual municipality may cover up to 20 percent of its
overall sub-project cost.
Component D (Project management and operational cost) would support operation of a
project management unit and assist with project implementation and monitoring, as well as
preparation of new sub-projects.
Under first components it is not excluded that there might be a need for land easement or
less probable a land acquisition in cases if new structures is built and there is no prior
determined location.
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Objectives of the Resettlement Policy Framework
This Resettlement Policy Framework (RPF) provides details on the likely impacts resulting
from land acquisition for the above mentioned activities and the mitigatory measures that will
be put in place to address these adverse impacts.
The main objectives of the RPF are to:
• Provide details on the policies governing land expropriation, the range of adverse
impacts and entitlements;
• Present a strategy for achieving the objectives of the resettlement/ land acquisition
policy;
• Provide a framework for implementation of the stated strategies to ensure timely
acquisition of assets, payment of compensation and delivery of other benefits to project
affected persons (PAP);
• Provide details on the public information, consultation and participation, and grievance
redress mechanisms in project planning, design and implementation;
• Provide identified sources and estimates of required resources for implementation of
the RAP;
• Provide a framework for supervision, monitoring and evaluation of resettlement
implementation.
Legal framework for land expropriation in Macedonia and fit with World Bank
Operational Policy [OP 4.12]
The Land Expropriation Act dated 1995 governs the expropriation process in Macedonia.
This Law was slightly amended in 1998, 1999, 2003 and 2005.These together defines the
procedures for expropriation of immovable property in Macedonia. The expropriation of
private properties is done only for a public interest and with fair compensation. The Land
Expropriation Act (1995) vests authority in the name of the State, Funds, Public Enterprises,
and Municipalities to acquire land required by the Government for public purposes. The
term “public purpose” is defined.
For land acquisition in municipal services improvement projects, the Municipalities submits
expropriation proposals to the Local/ Regional Offices of Property Administration (within the
Ministry of Finance). The expropriation proposal shall contain information about the purpose
of expropriation, details on the real estate to be expropriated, the names and addresses of
the owners of the real estate, evidence of the ownership over the real estate that is offered
as replacement for the expropriated real estate and evidence for the secured funds that shall
be used as compensation for the expropriated real estate.
Eight days from the submission of the expropriation proposal, the Local/ Regional Offices of
Property Administration shall invite the owner, the carriers of other property rights over the
real estate and the user of the expropriation for negotiations. The purpose of the
negotiations is to determine the existence of a public interest, the veracity of ownership/
property rights, the nature and amount of the compensation etc. The law provides scope for
appeal against the decision for expropriation to be submitted to the Commission of the
Government of the Republic of Macedonia. These consultations go on until agreement is
reached on the amount of compensation – if the concerned parties cannot agree, appeals
are made to the Supreme Court regarding the amount of compensation and date of
expropriation. The Municipalities shall acquire the tenure right over the expropriated real
estate 15 days after the date of the settlement (agreement).
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The compensation price is determined with the help of qualified property assessment
experts. The offer price for land is calculated based on a situation-specific formula that takes
into account the market value of the affected property.
There is also a process of open and transparent negotiation before expropriation
proceedings begin that ensure that the final agreed price corresponds to the World Bank’s
requirement of “replacement value” enabling the project affected person to purchase land of
similar quantity and quality. Owners also have the right to receive market-price based
compensation for trees, seedlings, crops and forests etc.
Depreciation is used in calculating the offer price of structures. This is not consistent with the
principle of replacement value as suggested by O.P 4.12. It is not expected that there will be
major structures that will need to be acquired in the project site. In the event that there are
structures (barns, kiosks, small commercial buildings etc.,) that will need to be demolished,
“depreciation” will not be used while calculating the compensation payable for affected
structures, so that affected people will be able to replace their structures with the
compensated amount.
The Municipality is obliged to make the compensation payments within 30 days from the
date of signed agreement or court decision, if any. If compensation cannot be paid or
deposited within the deadline, interest will be paid at market rate on the amount awarded
from the date of award till the date of payment. Compensation for lost assets shall be
provided before these are taken into possession.
While World Bank OP 4.12 embodies the principle that a lack of legal land title does not
disqualify people from resettlement assistance, under relevant Macedonian legislation,
discrepancies with this principle arise. However, within the scope of this project, the sites are
not occupied by large illegal settlements; neither are there individuals that have multiple or
competing or illegal claims to land in the project area. All project affected people in the area
whose land have to be acquired have legal titles, according to the updated land ownership
report prepared by the State Cadastre Office.
Valuation of assets
The valuation of land is established by a committee of valuation experts hired for the
purpose. Comparable data on prices are gathered through consultation with Public Revenue
Office whose data from recently concluded contracts on sale and purchase of land in the
region are extracted. The market value which the Municipality proposes to provide reflects
adequate compensation for the asset to be expropriated. It must be noted that active
markets for land and housing exist and not only people do use such markets, there is also
sufficient supply of both land and housing. The Municipality considers that the market values
proposed are fair and reasonable and will be adequate for the affected people to purchase
alternative land of the same size and quality within the region.
Buildings are valued based on the price of construction material with which they have been
built. The market price remains the most reliable way to evaluate buildings also having a
commercial use, i.e. kiosks, shops, workshops or commercial enterprises.
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Consultations with affected/displaced persons
Information dissemination and consultation with the PPs reduces the potential for conflicts,
minimizes the risk of project delays, and enables the project to include resettlement and
rehabilitation as a comprehensive development program to suit the needs and priorities of
the PAPs. Specific objectives of the public information campaign and public consultation are:
(i) to fully share information about the proposed project, its components and its activities,
with affected people; (ii) to obtain information about the needs of the affected people, and
their reactions to proposed policies and activities; (iii) to ensure transparency in all activities
related to land acquisition and compensation payments.
In the cases of Land acquisition the Municipalities will organize meetings with the local
population to discuss the process. At the meetings there should be presented the following
issues: basic technical characteristics of the routes and of the structures; the expropriation
line of the routes, associated with detailed geographical maps; access of the settlements
with the motorway; amount of the compensation for the expropriated land; the manner and
the procedures of the expropriation process, including the method for assessing value or
payment of compensation.
The Entitlement Matrix and Eligibility of affected persons
The definitions used in this RPF are:
A. “Census” means the head count of the persons affected by land acquisition in terms
of asset loss, together with an inventory of the assets lost by these persons. The
census also includes basic socio-economic data. The date of the census establishes
the cut-off date to record the persons in a community project area, who can receive
compensation for lost assets, and/or resettlement and rehabilitation assistance.
B. “Compensation” means the reparation at market rates (which is equivalent to
replacement cost) in exchange for assets acquired by the Project.
C. “Cut-Off Date” means the date after which no person moving into the project area will
be eligible to receive compensation related to land acquisition and resettlement. The
cut-off date is the date of the census of the persons affected by land acquisition.
D. “Rehabilitation Assistance” means assistance comprising job placement, job training,
or other forms of support to enable displaced persons, who have lost their source of
livelihood as a result of the displacement, to improve or at least restore their income
levels and standard of living to pre-project levels.
The matrix below defines the proposed eligibility for compensation and/or rehabilitation
assistance for impacts/losses for different types of assets for different categories of project
affected persons.
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ASSET ACQUIRED

AGRICULTURAL
LAND

TYPE OF IMPACT
No displacement:
• Less than 70% of
land holding
affected,
• The remaining land
remains
economically viable

ENTITLED
PERSON

Cash compensation for affected land
equivalent to market value
Farmer/title
holder

Displacement:
• More than 70% of
land holding lost

COMPENSATION ENTITLEMENT

Farmer/title
holder

COMMERCIAL
LAND

Not applicable

RESIDENTIAL LAND

Not applicable

STRUCTURES

Not applicable

TREES

Trees lost

Title holder

TEMPORARY
ACQUISITION

Temporary
acquisition

PAP (whether
owner, tenant,
or squatter)

Cash compensation equivalent to
replacement value of land
Income restoration package (access to
credit/ allowance until next first harvest/
alternative job training)

Cash compensation based on type, age
and productive value of affected trees.
Cash compensation for any assets
affected (e.g. boundary wall
demolished, trees removed)

Project affected people (PAP) includes any household who at the cut-off date of the project
(i.e. at the date of conducting the census and baseline survey) are residing or deriving an
income from the project area, and because of the project, would lose land, or any other
movable or fixed assets, in full or in part, temporarily or permanently, or have their business,
occupation, place of work or residence adversely affected. Lack of legal rights will not bar
affected people from entitlement to compensation for their lost assets (improvements
including structures, houses, crops, trees and other fixed assets). The land ownership
information prepared by the State Cadastre Office should clarified that there are no illegal
encroachers on land, who occupy, reside and cultivate land that does not belong to them in
the project area.
Procedures for grievance and institutional responsibility for implementation and
redress
There might be two types of complaints. The first one is a complaint to the act of
expropriation submitted to the second stage commission of the Government. If the owner is
not satisfied with the decision of this commission, he/she can start an administrative court
case at the Supreme Court. The second type of complaint is when the owner is satisfied with
the decision for expropriation, but not with the offered price. In that case a complaint is
submitted to the regular court in the municipality where the expropriation takes place.
The overall activity and responsibility for resettlement and expropriation policy on municipal
infrastructure works remains under the authority of the relevant municipality in cooperation
with the Ministry of Finance - Local/ Regional Offices of Property Administration. Regardless
of the source of financing for the contract civil works, the financial responsibility for
resettlement and expropriation procedures is under the budget of the Municipality. The
Municipality is responsible for the preparation and implementation of all the necessary steps
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concluding with the submission of the expropriation dossier required by Macedonian
Expropriation Law.
The Municipality is responsible for following up and concluding the compensation
procedures for the people to be compensated.
The institutions and responsible agencies for the co-ordination of all the activities, policy of
compensation rights, and execution of compensation are as follows:
• Ministry of Finance - Local/ Regional Offices of Property Administration;
• Municipality: Commission for Expropriation Procedures,
Economic Department, Technical Department;

Juridical

Department,

• Regional Cadastral Department.
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ANNEX 4.8.1 PROCUREMENT PLAN
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Procurement Plan: Component E (IPA)

Note: International Competitive Bidding (ICB), National Competitive Bidding (NCB), Quality and Cost Based Selection(QCBS), Individual Consultant(IC), Least Cost Selection
(LCS), Shopping (SH), Consultant Qualifications (CQ)
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Statement of Expenses (SOE)
thresholds for works, goods, non-consulting and consulting
services shall be in accordance with the ones indicated in the procurement plan and they might be
revised to address the needs of the project.
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ANNEX 4.8.2 PROCUREMENT STEPS

9.

Steps in ICB
Prepare technical specifications of goods and drawings, technical
specifications and bill of quantity for works.
Prepare Bidding Documents (based on the SBD agreed with the Bank
and using the technical specifications, detailed designs, bill of quantity
prepared by Municipality
Obtain the WB "No Objection" on the Bidding Documents
Send the Bank for publishing the Specific Procurement Notice (IFB) in
on-line edition of UN Development Business (in printed edition at the
option of the implementing agencies) and publish after Bank's
confirmation the IFB in the major local newspaper/s on the same date
(or within 2 days) of the on-line publication.
Appoint committee for evaluation of bids.
Issue Bidding Documents to interested and eligible Bidders
Convene the pre-bid conference and arrange site visits (if specified so
in the Bidding Documents).
Document any requests for clarification by potential bidders and the
respective answers. Respond to all potential bidders.
Receive bids until the deadline and file them properly

10.

Open the bids publicly immediately after deadline for bid submission.

1.
2.
3.

4.

5.
6.
7.
8.

11.
12.
13.
14.

Prepare the minutes of public opening of bids and promptly send it to
the WB and to all bidders who submitted bids in time.
Evaluate and compare bids using the standard form of Evaluation
Report
Prepare Evaluation Report with the recommendation for award.
Obtain the WB "No Objection" on the Evaluation Report and the
recommendation for award

15.

Issue the Notice of Award to the successful Bidder

16.
17.
18.
19.
20.

Publish information about the contract award in UNDB online
Finalize Contract with the successful Bidder
Obtain performance security and release bid security
Inform unsuccessful bidders and release their bid security
Sign the Contract with the supplier/contractor
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Receive and inspect goods and process supplier's payment
requests/Supervise the implementation of works and process
payments.

21.
22.

Responsibility
Municipality/
Technical staff
PMU/Municipality
PMU

PMU

Municipality
PMU
PMU and Municipality
PMU and Municipality
PMU
Evaluation Committee
with support of the PMU
PMU
Municipality with PMU
PMU with the Municipality
PMU
Municipality with help from
the PMU
PMU
PMU
Municipality
PMU
Municipality
PMU
Municipality, Independent
Audit and PMU
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Steps in NCB
1.

Prepare technical specifications and BoQ (AS) for works

8.

Prepare Bidding Documents (based on the BD/SBD agreed with the
Bank and using the technical specifications prepared by implementing
agencies).
Obtain the WB “No Objection” on the Bidding Documents.
Publish Specific Procurement Notice in local newspaper(s) in
Appoint committee for evaluation of bids.
Issue Bidding Documents to interested and eligible Bidders.
Document any requests for clarification by potential bidders and the
respective answers. Respond to all potential bidders.
Receive bids until the deadline and file them properly.

9.

Open the bids publicly immediately after deadline for bid submission.

2.
3.
4.
5.
6.
7.

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

Prepare the minutes of public opening of bids and promptly send it to
the WB and to all bidders who submitted bids in time.
Evaluate and compare bids using the standard form of evaluation
report
Prepare Evaluation Report with the recommendation for award.
Obtain the WB “No Objection” on the Evaluation Report and the
recommendation for award
Issue the Notice of Award to the successful Bidder
Finalize Contract with the successful Bidder
Obtain performance security and release bid security
Inform unsuccessful bidders and release their bid securities
Sign the Contract with the Contractor.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Supervise the implementation of works and process payments

Responsibility
Municipalities/ Technical
staff
PMU with help from
Municipality
PMU
PMU
Municipalities/PMU
PMU
PMU with help from
Municipality
PMU
PMU in presence of the
Evaluation Committee
PMU
Evaluation Committee
with help of the PMU
PMU
PMU
PMU
PMU
Municipality
PMU
Municipality
PMU
Municipality, Independent
Audit and PMU
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Steps in SH (works and goods)
1.

Prepare technical specifications of works or goods.

8.

Prepare the Invitation to Quote (ITQ), using regional sample format for
ITQ and the technical specifications prepared by implementing
agencies.
Prepare the list of Contractors or Suppliers, comprising at least three
Contractors/Suppliers. It is recommendable to solicit quotations from
more contractors/suppliers in order to obtain at least three quotations.
Obtain the WB “No Objection” on the ITQ.
Appoint committee for evaluation of quotations.
Send ITQ to short-listed Contractors /Suppliers.
Document any requests for clarification by potential bidders and the
respective answers. Respond to all potential bidders.
Receive quotations until the deadline and file them properly.

9.

Open quotations immediately after deadline for submission.

2.

3.
4.
5.
6.
7.

10.
11.
12.
13.
14.
15.
16.
17.
18.

Evaluate and compare bids using the shopping sample form of
evaluation report.
Prepare Evaluation Report with the recommendation for award.
Obtain the WB “No Objection” on the Evaluation Report and the
recommendation for award.
Finalize the draft Purchase Order including Terms and Conditions of
Supply (or Contract in case of works) and send to the selected
supplier/contractor.
Obtain the Confirmation of Receipt of the Purchase Order (or
contract).
Inform unsuccessful bidders.
Sign the Contract with the supplier/contractor.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Receive and inspect goods or supervise the works and make
payments on invoices as per the purchase order/contract

Responsibility
Municipalities/ Technical
staff
PMU with help from
Municipality
PMU
PMU
Municipality
PMU
PMU with help from
Municipality
PMU
PMU in presence of the
Evaluation Committee
Evaluation Committee
with support from PMU
PMU
PMU
Municipality with help from
the PMU
PMU
PMU
Municipality
PMU
Municipality, Independent
Audit and PMU
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Direct Contracting (DC)
This method does not provide the benefits of competition and the transparency, so it is used
in exceptional cases properly justified and approved.

Steps in DC (goods)

Responsibility

1.

Prepare estimated cost of the goods to be procured directly from a
single source

Municipalities with the
help from the PMU

2.

Prepare justification for direct contracting

3.

Submit the estimated cost and the justification for direct contracting to
the WB for “No Objection”

PMU

4.

If WB accepts justification and issues its “No Objection”, proceed with
the purchase by preparing technical specifications and contract
conditions

Municipality with support
from the PMU

5.

Send contract conditions to the supplier

6.

Make sure that the prices being charged are at least the same as the
supplier charges to its other customers

7.

Send draft Contract to the WB for “No Objection”

8.

After “No Objection” received, sign the contract

9.

Publish award of contract

PMU

10.

Submit copy of the final Contract to the WB

PMU

11.

Receive and inspect goods and make payments as per the purchase
order

Municipalities

PMU
Municipality with the PMU
PMU
Municipality

Municipality, Independent
Audit and PMU
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4.

Steps in QCBS
Prepare the TOR compatible with the budget.
Obtain the WB “No Objection” on the TOR.
Publish REI in the local newspaper(s) and send it to the Bank for
publishing in on-line edition of UNDB (for consultants’ contracts above
US$ 100.000).
Appoint committee for evaluation of Expressions of Interest (EOIs).

5.

Prepare criteria for evaluation of Expressions of Interest.

1.
2.
3.

6.

7.

8.
9.
10.
11.
12.
13.
14.
15.
16.

17.

18.
19.
20.
21.

22.

Collect the EOIs received and file/copy them properly. Prepare the
minutes on receipt of EOIs and issue it to the World Bank and
members of the Evaluation Committee.
Evaluate Expressions of Interest and prepare a short list of
consultants who responded to the SPN. The short list shall include six
firms - out of them not more than two firms from one country and at
least one firm from a developing country (if qualified).
Prepare the Request for Proposals (RFP), which includes a Letter of
Invitation, Information to Consultants, ToR and proposed contract.
Obtain the approval of the implementing agencies and the WB “No
Objection” on the short list and the RFP.
Provide the final short list to the firms who expressed interest, as well
as to any other firm who specifically asked so.
Issue the RFP to the shortlisted firms.
Hold the meeting with the Consulting firms requesting to visit the PMU
or site, if specified in the RFP.
Document any question for clarifications and their respective answers,
and respond to all consulting firms without identifying the name(s) of
the consulting firms requesting clarification.
If needed, modify the RFP through an Amendment approved by the
WB and issue the Amendment to the shortlisted firms.
Appoint committee (3-5 members) for evaluation of proposals.
Receive the proposals and mark the time and date when the proposal
was received. Return unopened any proposal received after the
deadline.
Open the technical proposals in presence of the Evaluation
Committee immediately after deadline for proposal submission.
Prepare the minutes on receipt of proposals and opening of technical
proposals, and send it to the World Bank and members of the
Evaluation Committee.
Deposit the financial proposals with independent authority until they
are opened publicly.
Evaluate quality of technical proposals on the basis of
criteria/subcriteria and points specified in the RFP. Each member of
the Evaluation Committee shall score independently.
Prepare the report on evaluation of technical proposals. Obtain the
WB “No Objection” on Technical Evaluation Report.
Notify successful firms that they have secured the minimum qualifying
mark and advise them on date, time and address for public opening of
the financial proposals.
Open the financial proposals publicly in the presence of evaluation
committee members and representatives of the successful consulting
firms who choose to attend. Announce the names of successful
consulting firms and their technical score, and the read aloud the
proposed prices.

Responsibility
Technical staff
PMU
PMU
Beneficiaries/PMU
Evaluation Committee
with support of PMU
PMU

Evaluation Committee
with support of the PMU
Beneficiaries/PMU
PMU
PMU
PMU
PMU and Beneficiaries
PMU and Beneficiaries
PMU and Beneficiaries
Beneficiaries
PMU

PMU

PMU
Evaluation Committee
with support of the PMU
PMU
PMU

PMU with presents of the
Evaluation Committee
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23.
24.
25.
26.

Steps in QCBS
Prepare the minutes of the public opening of financial proposals and
promptly send it to the WB and to all consultants who submitted
proposals.
Evaluate financial proposals.
Complete the final evaluation report ranking the proposals according
to their combined technical and financial scores (using the RFP
assigned weights). Send the report as information to the WB.
Invite to negotiations the firm scoring the highest combined technical
and financial score.

27.

Appoint the Negotiation Committee.

28.

Hold the negotiations with the highest ranking consulting firm.

29.
30.
31.
32.
33
34.
35.
36.
37.
38.
39.

If negotiations with the highest ranking firm fail to result in an
acceptable contract, the next ranked firm will be invited for
negotiations. Consult with the WB prior to taking this step.
Incorporate results of the negotiations in a draft Contract.
Present to and agree draft Contract with the implementing agencies.
Obtain the WB “No Objection” on Contract to be signed.
Inform unsuccessful bidders about successful completion of the
negotiations.
Sign the Contract with the consultant.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Return unopened financial proposals of firms who have not secured
minimum qualifying mark during evaluation of quality of the proposals.
Publish information about the contract award in UNDB online. Send
the same information to all consultants who have submitted proposals.
Provide explanation to any consultant who wishes to ascertain the
ground on which its proposal was not selected.
Receive the invoice for advance payment (if so specified in the
Contract) and the bank guarantee by the contracted consultant, and
pay the amount promptly to enable the work to begin.

Responsibility
PMU
Evaluation Committee
with support of the PMU
PMU
PMU
Beneficiaries/Project
Director
Negotiation Committee
with support of the PMU
PMU and Negotiation
Committee
PMU
PMU
PMU
PMU
MoF
PMU
PMU
PMU
PMU
PMU
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Least Cost Selection (LCS) procedures will be used for selection of auditing firm for annual
audits throughout the life of the project.

1.
2.

Steps in LCS
Prepare the TOR compatible with available budget.
Obtain the WB “No Objection” on the TOR.

3.

Establish a short-list based on the ECA list of qualified auditors

4.
5.
6.

7.
8.
9.

10.

11.
12.
13.
14.

15.

16.

17.

Preparation of short list and the RFP. Before composing the short list,
the firms should confirm their interest in the assignment.
Obtain the approval of the implementing agencies and the WB “No
Objection” on the short list and the RFP.
Send the RFP to the shortlisted firms, requesting technical and
financial proposals to be submitted in two envelopes in one outer
envelope.
Document any question for clarifications and their respective answers,
and respond to all consulting firms without identifying the name(s) of
the consulting firms requesting clarification.
Appoint committee for evaluation of proposals.
Receive the proposals and mark the time and date when the proposal
was received. Return unopened any proposal received after the
deadline.
Open the technical proposals in presence of the Evaluation
Committee immediately after deadline for proposal submission.
Prepare the minutes on receipt of proposals and opening of technical
proposals, and issue it to the World Bank and members of the
Evaluation Committee.
Deposit the financial proposals with independent authority until they
are opened publicly.
Evaluate “quality” of technical proposals.
Prepare the report on evaluation of “quality” of technical proposals.
Obtain the WB “No Objection” on Technical Evaluation Report.
Notify successful firms that they have secured the minimum qualifying
mark and advise them on date, time and address for public opening of
the financial proposals.
Open the financial proposals publicly in the presence of evaluation
committee members and representatives of the successful consulting
firms who choose to attend. Announce the names of successful
consulting firm and the read aloud the proposed prices.
Prepare the minutes of the public opening of financial proposals and
promptly send it to the WB and to all consultants who submitted
proposals.
Evaluate financial proposals.

19.
20.

Complete the Financial Evaluation Report. Obtain the WB “No
Objection” on the report.
Invite firm with the lowest price to negotiations.
Appoint the Negotiation Committee.

21.

Hold the negotiations with the consulting firm with the lowest price

22.
23.
24.

Incorporate results of the negotiations in a draft Contract;
Present to and agree draft Contract with the implementing agencies.
Obtain the WB “No Objection” on Contract to be signed.

18.

Responsibility
PMU
PMU
PMU with support from
World Bank
PMU
PMU
PMU

PMU
Project Director
PMU

PMU with the support
from the Evaluation
Committee
PMU
Evaluation Committee
with help from the PMU
PMU
PMU

PMU

PMU
Evaluation Committee
with the support from the
PMU
PMU
PMU
Project Director
PMU and the Negotiation
Committee
PMU
PMU
PMU
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25.
26.
27.
28.

29.
30.
31.

Steps in LCS
Inform unsuccessful bidders about successful completion of the
negotiations.
Sign the Contract with the consultant.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Return unopened financial proposals of firms who have not secured
minimum qualifying mark during evaluation of “quality” of the
proposals (if any).
Publish information about the contract award in UNDB online. Send
the same information to all consultants who have submitted
proposals.
Provide explanation to any consultant who wishes to ascertain the
ground on which its proposal was not selected.
Receive the invoice for advance payment (if so specified in the
Contract) and the bank guarantee by the contracted consultant, and
pay the amount promptly to enable the work to begin.

Responsibility
PMU
MOF
PMU
PMU

PMU
PMU
PMU
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Selection under a Fixed Budget
The method is used for simple assignments when the budget is fixed. FBS procedures may
be used for assignments related to Public Relations (PR) and Education campaigns. In
accordance with paragraph 3.5 of the Consultants Guidelines the RFP shall indicate the
maximum available budget and a firm will be selected that offers the best quality technical
proposal within that available budget. The following table delineates steps necessary for
completion of FBS and responsibility for their completion:
1.
2.
3.

Steps in FBS
Prepare the TOR compatible with available budget.
Obtain the WB “No Objection” on the TOR.
Publish Specific Procurement Notice.

4.

Appoint committee for evaluation of Expressions of Interest.

5.

Prepare criteria for evaluation of Expressions of Interest.

6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.

17.

18.
19.
20.
21.

Collect the EOIs received and file/copy them properly. Prepare the
minutes on receipt of EOIs and issue it to the World Bank and
members of the Evaluation Committee.
Evaluate Expressions of Interest and prepare a short list of
consultants who responded to the SPN.
Prepare the Request for Proposals, which indicates maximum budget
available.
Obtain the approval of the implementing agencies and the WB “No
Objection” on the short list and the RFP.
Provide the final short list to the firms who expressed interest, as well
as to any other firm who specifically asked so.
Issue the RFP to the shortlisted firms.
Hold the meeting with the Consulting firms requesting to visit the PMU
or site, if specified in the RFP.
Document any question for clarifications and their respective answers,
and respond to all consulting firms without identifying the name(s) of
the consulting firms requesting clarification.
If needed, modify the RFP through an Amendment approved by the
WB and issue the Amendment to the shortlisted firms.
Appoint committee for evaluation of proposals.
Receive and mark the time and date when the proposal was received.
Return unopened any proposal received after the deadline.
Open the technical proposals in presence of the Evaluation
Committee immediately after deadline for proposal submission.
Prepare the minutes on receipt of proposals and opening of technical
proposals, and issue it to the World Bank and members of the
Evaluation Committee.
Deposit the financial proposals with independent authority until they
are opened publicly.
Evaluate quality of technical proposals on the basis of
criteria/subcriteria and points specified in the RFP. Each member of
the Evaluation Committee shall score independently.
Prepare the report on evaluation of technical proposals. Obtain the
WB “No Objection” on Technical Evaluation Report.
Notify successful firms that they have secured the minimum qualifying
mark and advise them on date, time and address for public opening of
the financial proposals.

Responsibility
Beneficiaries
PMU
PMU
Project Director and
Beneficiaries
Evaluation Committee
with support of PMU
PMU
Evaluation Committee
with support of the PMU
PMU and beneficiaries
PMU
PMU
PMU
PMU and Beneficiaries
PMU and Beneficiaries
PMU and Beneficiaries
Beneficiaries
PMU

PMU

PMU
Evaluation Committee
with support of the PMU
PMU
PMU
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22.

23.
24.
25.
26.

Steps in FBS
Open the financial proposals publicly in the presence of evaluation
committee members and representatives of the successful consulting
firms who choose to attend. Announce the names of successful
consulting firm and their technical score, and the read aloud the
proposed prices.
Prepare the minutes of the public opening of financial proposals and
promptly send it to the WB and to all consultants who submitted
proposals.
Evaluate financial proposals. Reject proposals that exceed the
indicated budget.
Complete the final evaluation report ranking the proposals according
to their technical scores. Send the report to the WB for clearance.
Invite to negotiations the selected firm with the highest technical
score.

27.

Appoint the Negotiation Committee.

28.

Hold the negotiations with the highest ranking consulting firm.

29.
30.
31.
32.
33
34.
35.
36.
37.
38.
39.

If negotiations with the highest ranking firm fail to result in an
acceptable contract, the next ranked firm will be invited for
negotiations. Consult with the WB prior to taking this step.
Incorporate results of the negotiations in a draft Contract.
Present to and agree draft Contract with the implementing agencies.
Obtain the WB “No Objection” on Contract to be signed.
Inform unsuccessful bidders about successful completion of the
negotiations.
Sign the Contract with the consultant.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Return unopened financial proposals of firms who have not secured
minimum qualifying mark during evaluation of quality of the proposals.
Publish information about the contract award in UNDB online. Send
the same information to all consultants who have submitted
proposals.
Provide explanation to any consultant who wishes to ascertain the
ground on which its proposal was not selected.
Receive the invoice for advance payment (if so specified in the
Contract) and the bank guarantee by the contracted consultant, and
pay the amount promptly to enable the work to begin.

Responsibility

PMU

PMU
Evaluation Committee
with support of the PMU
PMU
PMU
PMU and Beneficiaries
Negotiation Committee
with support of the PMU
PMU and Negotiation
Committee
PMU
PMU
PMU
PMU
MOF
PMU
PMU
PMU
PMU
PMU
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Selection Based on Consultants’ Qualifications (CQ) procedures would be used for very
small consulting assignments at the amount of less than US$100,000.
Steps in CQ
1.

Prepare the TOR compatible with available budget.

2.

4.

Obtain the WB “No Objection” on the TOR.
Publish Specific Procurement Notice, requesting information on the
consultants’ experience and competence relevant to the assignment.
Appoint committee for evaluation of Expressions of Interest.

5.

Prepare criteria for evaluation of Expressions of Interest.

3.

10.

Collect the EOIs received and file/copy them properly. Prepare the
minutes on receipt of EOIs and issue it to the World Bank and
members of the Evaluation Committee.
Evaluate Expressions of Interest and prepare the EOI Evaluation
Report with the short list. Ask for additional qualification information (if
needed)
Obtain the approval of the implementing agencies and the WB “No
Objection” on the EOI Evaluation Report and the RFP.
Prepare the Letter of Invitation, which will ask the selected firm to
submit a combined technical-financial proposal.
Issue the LOI to top-ranked consulting firm from the short list.

11.

Provide clarifications as requested by selected consulting firm.

12.
13.

15.

Appoint committee for evaluation of proposals.
Receive combined technical-financial proposal.
Review the proposal and prepare the Minutes on the Proposal
Review.
Invite the selected consulting firm to negotiations.

16.

Appoint the Negotiation Committee.

17.

Hold the negotiations with the selected consulting firm.

6.

7.
8.
9.

14.

18.
19
20.
21.
22.
23.
24.
25.
26.

If negotiations with the first-ranked consulting firm fail to result in an
acceptable contract, the second-ranking firm will be asked for
combined technical and financial proposal and invited for negotiations.
Ask for the WB prior approval before taking this step.
Incorporate results of the negotiations in a draft Contract.
Present to and agree draft Contract with the implementing agencies.
Obtain the WB “No Objection” on Contract to be signed.
Sign the Contract with the consultant.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Publish information about the contract award in UNDB online. Send
the same information to all consultants who have submitted EOIs.
Provide explanation to any consultant who wishes to ascertain the
ground on which its proposal was not selected.
Receive the invoice for advance payment (if so specified in the
Contract) and the bank guarantee by the contracted consultant, and
pay the amount promptly to enable the work to begin.

Responsibility
Beneficiaries
with support of PMU
PMU
PMU
Beneficiary
PMU and the Evaluation
Committee
PMU
Evaluation Committee and
the PMU
PMU
PMU
PMU
PMU with help from the
Beneficiary
Beneficiary
PMU
Evaluation Committee
with support of PMU
PMU
Beneficiary/
PMU
Negotiation Committee
and the PMU
PMU
PMU
PMU
PMU
MOF
PMU
PMU
PMU and the Evaluation
Committee
PMU
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Individual Consultants (local and international) would be hired in accordance with Section V
of the Consultants’ Guidelines.
Steps in IC
1.

Prepare the TOR compatible with available budget.

2.

Obtain the WB “No Objection” on the TOR.
Publish advertisement in the national press and in Development
Business (if needed), asking for CVs of individual consultants to be
submitted as a part of the EOI.

3.
4.

Appoint committee for evaluation of EOIs of individual consultants.

5.

Prepare criteria for evaluation of EOIs of individual consultants.

9.

Collect the EOIs and file/copy them properly. Prepare the minutes on
receipt of EOIs of individual consultants and issue it to the World Bank
and members of the Evaluation Committee.
Evaluate EOIs of individual consultants and prepare the Evaluation
Report.
Obtain the approval of the implementing agencies and the WB “No
Objection” on the Evaluation Report.
Invite the first-ranked individual consultant to negotiations.

10.

Appoint the Negotiation Committee.

11.

Prepare the draft Contract.

12.

Hold the negotiations with the selected individual consultant.

6.
7.
8.

13.
14.
15.
16.
17.
18.
19.
20.
21.

If negotiations with the first-ranked consulting firm fail to result in an
acceptable contract, the second-ranking consultant will be invited for
negotiations. Ask the WB for approval prior to taking this step.
Incorporate results of the negotiations in a draft Contract.
Present to and agree draft Contract with the implementing agencies.
Obtain the WB “No Objection” on Contract to be signed.
Sign the Contract with the consultant.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Inform unsuccessful consultants about successful completion of the
negotiations.
Provide explanation to any consultant who wishes to ascertain the
ground on which she/he was not selected.
Receive the invoice for advance payment (if so specified in the
Contract) by the contracted consultant and pay the amount promptly
to enable the work to begin.

Responsibility
Beneficiary with support
from the PMU
PMU
PMU
Beneficiary/
Project Director
Evaluation Committee
with help from the PMU
PMU
Evaluation Committee and
PMU
PMU
PMU
Beneficiary/
Project Director
PMU
Negotiation Committee
and PMU
PMU and the Negotiation
Committee
PMU
PMU
PMU
MOF
PMU
PMU
PMU
PMU
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Single – Source Selection
This method does not provide the benefits of competition and the transparency, so it is used
in exceptional cases properly justified and approved. The following table delineates steps
necessary for completion of SSS and responsibility for their completion:

11.
12.

Steps in SSS
Prepare the TOR compatible with available budget.
Obtain the WB “No Objection” on the TOR.
Prepare a letter of justification for the single source selection of the
consultant
Prepare the Letter of Invitation, which will ask the selected consultant
to submit a combined technical-financial proposal.
Obtain the approval of the implementing agencies and the WB “No
Objection” on the Letter of justification for the single source selection
and the LOI.
Issue the LOI to selected consultant.
Provide clarifications as requested by the selected consultant.
Appoint committee for evaluation of proposals.
Receive combined technical-financial proposal.
Review the proposal and prepare the Minutes on the Proposal
Review.
Invite the selected consultant to negotiations.
Appoint the Negotiation Committee.

13.

Hold the negotiations with the selected consultant.

14.
15.
16.
17.

Incorporate results of the negotiations in a draft Contract.
Present to and agree draft Contract with the implementing agencies.
Obtain the WB “No Objection” on Contract to be signed.
Sign the Contract with the consultant.
Submit a copy of the signed Contract to the WB and assure
appropriate registration of the contract.
Publish information about the contract award in UNDB online
Receive the invoice for advance payment (if so specified in the
Contract) and the bank guarantee by the contracted consultant, and
pay the amount promptly to enable the work to begin.

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

18.
19.
20.

Responsibility
Beneficiary/PMU
PMU
Beneficiary
PMU
PMU
PMU
PMU and Beneficiary
Beneficiary/PMU
PMU
Evaluation Committee
with support of the PMU
PMU
Beneficiaries
Negotiation Committee
with support of the PMU
PMU
PMU
PMU
MOF
PMU
PMU
PMU
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ANNEX 4.9.1 PERFORMANCE GRANT AGREEMENT
GRANT

AGREEMENT

dated _________________
between the

REPUBLIC OF MACEDONIA
represented by the MINISTRY OF FINANCE
(“MoF”)
and the
The Municipality of ________________________
(“Recipient)”
for
MKD _________________
(“Grant”)

- Municipal Services Improvement Project - Macedonia –
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Preamble
In accordance with the Loan Agreement for the Municipal Services Improvement Project No.
_______________ and the Agreement on additional financing for the Municipal Services
Improvement Project No (hereinafter “Loan Agreements”), dated ____________________,
between International Bank for Reconstruction and Development and the Republic of
Macedonia and the Sub – Loan No. ____ between the Republic of Macedonia represented
by MoF and the Municipality of _________, the Republic of Macedonia represented by
Ministry of Finance and the Municipality of __________________ (hereinafter “Recipient”)
hereby enter into the following grant agreement.
ARTICLE I – GENERAL CONDITIONS; DEFINITIONS
1.1 The “International Bank for Reconstruction and Development General Conditions for
Loans” (as defined in the Appendix 1 to this Grant Agreement) constitute an integral part of
this Grant Agreement.
1.2 Unless the context requires otherwise, the capitalized items used in this Grant
Agreement have the meanings ascribed to them in the General Conditions or the Appendix 1
to this Grant Agreement.
ARTICLE II – GRANT AMOUNT AND PURPOSE
2.1. The MoF shall extend a Grant to the Recipient, on the basis of satisfactory
implementation of performance criteria, set forth in the Sub-Loan Agreement No.____, article
2.3, and Annex 1, the amount of MKD ____________, to finance the project described in
Schedule 1 to this Grant Agreement.
2.2 The Recipient shall use the Grant exclusively for investments under the Municipal
Services Improvement Project – Macedonia (“MSIP Project”) and, specifically, shall use the
Grant to finance the project specified in the project documentation, described in Schedule 1
to this Grant agreement (project).
ARTICLE III – SUSPENSION OF DISBURSEMENT
3.1 The Recipient may at any time, subject to fulfillment of its obligations under Article 4,
cancel any amounts not yet disbursed.
3.2 MoF may not suspend or terminate disbursements unless:
a) The Recipient has failed to perform its obligations to MoF under this Grant Agreement,
b) The Recipient is unable to prove that the proceeds from the Grant have been used for the
stipulated purpose,
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c) Extraordinary circumstances arise that preclude or seriously jeopardize the
implementation, the operation, or the purpose of the Grant project, or the performance of the
obligations assumed by the Recipient under this Grant Agreement.

ARTICLE IV – COST AND PUBLIC CHARGES
4.1 The Recipient shall make all payments to be effected under this Grant Agreement
without any deduction for taxes, other public charges or other costs, and shall pay the
transfer and conversion costs accruing in connection with the disbursement of the Grant.
4.2 All expenditures that can not be financed by the Grant in accordance with the provision of
the Loan Agreement shall be borne by the Recipient.
ARTICLE V – GRANT PROJECT IMPLEMENTATION
5.1 The Recipient shall
(a) carry out its Grant project with due diligence and efficiency and in accordance with sound
technical, economic, financial, managerial, environmental and social standards and practices
satisfactory to the Bank, including in accordance with the provisions of the Anti-Corruption
Guidelines of the World Bank applicable to recipients of loan proceeds, the EAMF and the
LARPF;
(b) provide, promptly as needed, the resources required for the purpose of the project;
(c) maintain policies and procedures adequate to enable it to monitor and evaluate in
accordance with indicators acceptable to the MoF and the World Bank, the progress of the
project and the achievement of its objectives;
(d) (1) maintain a financial management system and prepare financial statements in
accordance with consistently applied accounting standards acceptable to the MoF and the
World Bank, both in a manner adequate to reflect the operations, resources and
expenditures related to the project; and (2) at the MoF or the Bank’s request, have such
financial statements audited in accordance with consistently applied auditing standards, and
promptly furnish the statements as so audited to the MoF;
(e) enable the MoF and the Bank to inspect the project, its operation and any relevant
records and documents; and
(f) prepare and furnish to the MoF or the Bank all such information as the MoF or the Bank
shall reasonably request relating to the project.
ARTICLE VI– PROCUREMENT OF GOODS, WORKS AND SERVICES UNDER THE
PROJECT
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6.1. Procurement related to the Grant Project will be carried out in accordance with
Section III of Schedule 2 to the Loan Agreement as well as Schedule 1 of this Grant
agreement.
6.2. The PMU will carry out the procurement for the Grant project on behalf of the Recipient
with participation of the Recipient in all stages of the procurement process.

6.3. The contracts under the project will be signed by the Recipient and the respective
awarded contractors, suppliers and consultants.
6.4. The Recipient will be in charge of payments to be made directly to the respective
contractors, suppliers and consultants, as in the accordance with the conditions of the
signed contracts. The Recipient will make the payments within 5 working days after the
funds were received in the Grant Dinar account.
ARTICLE VII – SUPERVISION AND MONITORING OF THE WORKS
7.1. The Recipient will carry out the supervision and monitoring of works under the Project
implementation.
7.2. The MoF through PMU can carry out its own supervision and monitoring of works.
7.3. Where there is disagreement between the Recipient’s supervision and the PMU’s
supervision, the judgement of the PMU is binding.

ARTICLE VIII – HAND OVER, ACCEPTANCE AND PAYMENT OF GOODS, WORKS AND
SERVICES
8.1. The acceptance of goods, works and services under the Project should be done by the
Recipient, in accordance with the conditions of the signed contracts.
8.2. The quality of the procured goods, works and services shall correspond to the technical
and quality parameters agreed by the Recipient and the respective contractors, suppliers
and consultants, as in accordance with the conditions of the signed contracts.
8.3. Upon completion of the works or supply of goods, acceptance will be effected in the
presence of the parties concerned – Recipient, Firm, Supervisory body and PMU. The
performance shall be examined and if found satisfactory, final payment to the Firm shall be
effected.
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ARTICLE IX – PROCEDURE FOR PAYMENT
9.1. The PMU carries out all procurement processes on behalf of the Recipient and the
Recipient is a signatory to the contract.
9.2.
The transaction based disbursement method will be used for the Grant Project. The
Recipient will open a Grant Denar account within the Treasury Single Account, to capture all
transfers of funds related to this Grant Agreement. The Grant funds will flow from the PMU
Designated Account, passing through the Grant Denar account, to the suppliers. The
Recipient is obliged to transfer the Grant funds to the respective contractors, suppliers and
consultants, as in accordance with the conditions of the signed contracts, but not later than 5
(five) working days after the funds were received in the Grant Denar Account. The Grant
Denar Account will be managed and operated by the Recipient.
9.3. Documents evidencing that goods/services and works have been received and are in
line with what has been contracted is a mandatory accompanying document for payment.
9.4. Any future request for payment by the Recipient needs to be supported by appropriate
documentation that the previous payments have been executed.
ARTICLE X - RIGHTS, OBLIGATIONS AND RESPONSIBILITIES OF THE MOF& PMU
10.1. The MoF through PMU can carry out the monitoring of works, goods and services so
that the amounts, costs and quality of the works provided by the “Firm” correspond to the
technical specifications and budget agreed to by the PMU and the Recipient.
ARTICLE XI -RIGHTS, OBLIGATIONS AND RESPONSIBILITIES OF THE RECIPIENT
11.1. The Recipient shall be responsible for the operational maintenance of the works and
activities provided as a result of the Grant Project implementation.

11.2. The Recipient carries out the monitoring and technical supervision of the goods, works
and services, so that the amounts, costs and quality of the goods, works and services
provided by the “Firm” correspond to the technical specifications and budget agreed to by
the PMU and the Recipient.
11.3. The Recipient is obliged to provide the MoF/PMU with copies of contracts signed with
the “Firm”.
11.4. The Recipient shall monitor and evaluate the progress of the Sub-Project and prepare
Grant Financial reports and furnish to the PMU not later than twenty (20) days after the end
of each calendar quarter in form presented in Annex 2.
317

ARTICLE XII -MISCELLANEOUS PROVISIONS
12.1 The Recipient shall ensure that the Grant Project is carried out in accordance with the
provisions of the World Bank Anti – Corruption Guidelines and the provisions of the Law
against corruption (Official Gazette No. 28/02, 46/04, 83/04,126/06, 10/08 and 161/08) and
the Law of hindering conflict of interests (Official Gazette No. 70/07, 114/2009 and
128/2009).
12.2 If any of the provisions of this Grant Agreement is invalid, all other provisions shall
remain unaffected thereby. Any gap resulting there from shall be filled by a provision
consistent with the purpose of this Grant Agreement and the Loan Agreements No.___
ARTICLE XIII -CHANGES, AMENDMENTS AND NOTIFICATIONS
13.1. Changes and amendments can be made any time to this Grant Agreement between
the Parties and shall be an integral part of this Grant Agreement.
13.2. Any changes and amendments shall be made in written.
13.3. Changes shall be executed in the form of amendments to this Grant Agreement.
13.4 Any notifications related to this Grant Agreement made by the Parties shall be
submitted in written.
13.5 Amendments to this Grant Agreement and the respective notifications that are not
executed according to the rules determined by this Article, shall not be considered as valid.
13.6 The changes and amendments to this Grant Agreement shall enter into force from the
date of their signing or from any other date specified therein.
ARTICLE XIV – EFFECTIVENESS OF THE GRANT AGREEMENT
14.1 The Grant Agreement enters into force on the date of its signature by both parties.
ARTICLE XV -TERMINATION OF THE GRANT AGREEMENT
15.1 The Parties at any time can claim termination of this Grant Agreement on the basis of
due justification.
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15.2. If this Grant Agreement is terminated before the completion of works under the
"Project" and the termination is caused by the failure of the Recipient to fulfil its obligations
or by undue fulfillment thereof, the Recipient shall return also the used amount received prior
to the termination of this Grant Agreement.
ARTICLE XVI - FORCE MAJEURE
16.1. In case of Force Majeure- wars, natural disasters, embargo, inhibit normative acts
issued by the State, which have direct impact on this Grant Agreement and hamper its
fulfilment, time limits of this Grant Agreement and the terms of its implementation shall be
prolonged for the period of the Force Majeure.
16.2. The deterioration of existing social and economic conditions in Macedonia shall not be
considered as Force Majeure.
16.3. In case of Force Majeure conditions the parties are obliged to inform each other
thereof in written.
ARTICLE XVII – DISPUTE RESOLUTION
17.1. The Administrative court of the Republic of Macedonia shall be competent court for all
disputes, and difference in opinions under this Grant Agreement.

Done in 4 originals in the Macedonian language
Skopje,
this day of, _____________
_____________________
REPUBLIC OF MACEDONIA
of

_____________________
Recipient – The Municipality

represented by the
MINISTRY OF FINANCE
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SCHEDULE 1
Detailed description of the Project to be financed with this Grant Agreement under the
Municipal Services Improvement Project
Section I. Project Description
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ANNEX 2
Format of Municipal Grant-project financial reports to the PMU

Municipal Services Improvement Project
Grant Project for ______________________________, Grant No. ____
Municipality of ______________
GRANT DENAR ACCOUNT STATEMENT
Account number ________________________
For the quarter ending xx/xx/20xx
In MKD
Opening Balance on GA
Plus: Replenishment from the MSIP PMU during
the period
0
Less: Amount of eligible expenditures paid
during the period
0
Closing Balance as of the end of period

0

Balance per Grant Denar Account per Bank
Statement No. in MKD

Discrepancy in closing balance
Explanation

0
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Municipal Services Improvement Project
Grant Project for ______________________________, Grant No. ____
Municipality of ______________
BREAKDOWN OF GRANT
Account number ________________________
For the quarter ending xx/xx/20xx
In MKD

Contract

Grant No. /
Invoice
reference

Grant
amount/
Invoice
amount

Descrip
tion

Paid grant
amount to
date/ paid
invoice
amount to
date

Date of
payment/
Bank
stat. No.

Remaining
balance
(grant /
Invoice)

Commit
ments

Contract 1
- Invoice
No.1
- Invoice
No.2
- Invoice
No.3
Contract 2
- Invoice
No.1
- Invoice
No.2
- Invoice
No.3

Total

Brief narrative description of the factors influencing the financial and physical progress
during the quarter as well further plans for completion of the sub projects implementation.
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Outstandi
ng
payments

APPENDIX
Definitions
1. “Loan Agreements” means loan agreements between the Republic of Macedonia and the
International Bank for Reconstruction and Development – World Bank for the
Municipal Services Improvement Project: no. 7699-MK dated 29 June 2009 and no.
8158-MK dated 7 June 2012
2. “Grant Agreement” means a grant agreement between a Participating Municipality and
the Republic of Macedonia represented by the Ministry of Finance for provision of a
Performance-based Investment Grant under Part C of the MSIP Project.
3. “Performance-based Investment Grant” or “Grant” means a grant provided or proposed
to be provided by the Republic of Macedonia to a Participating Municipality under
Component C of the Project.
4. “Project Management Unit” or “PMU” means the project management unit established by
the Ministry of Finance for day-to-day Project management, coordination, monitoring
and evaluation.
5. “Grant” means an amount provided by the Republic of Macedonia to a Participating
Municipality to finance a project under Component C of the Project.
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ANNEX 4.9.2 PERFORMANCE GRANT PROCEDURE

Related to Component C (Performance based investment grants) municipalities can choose
from a menu of seven performance criteria in line with their own reform agenda.
Municipalities that meet at least four of the seven criteria become eligible for performance
grants under Component C of the project, and would be awarded an amount equivalent to 5,
10, 20 percent of the overall sub-projects cost. The requirements to be met under each of
the following performance criteria are explained in more detail below. They can be classified
as:
• Performance measures that the Municipality undertakes itself: (i) Municipal local
revenues have increased by a minimum percentage rate over a three year period,
with 2009 as the base year (municipalities that signed sub-loan agreement before the
effectiveness of the additional financing will use the base of 2007).
• Performance measures that the Municipality and CSE undertake together: (i)
Municipality and CSE have signed a service level agreement on water/wastewater
services that defines the rights and obligations of each party; (ii) Municipality and
CSE regularly update their websites/ have published audit results; (iii) Municipal
council has approved a time-bound program to raise CSE tariffs towards cost
recovery and has passed the first increase within the previous two years.
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• Performance measures that the CSE undertakes itself (although with general support
of the municipal council, which approves its budget): (i) CSE has introduced separate
cost accounting centers for its activities; (ii) CSE has introduced a non-revenue water
reduction program and started implementation; (iii) CSE implements plan to prepare
an asset inventory.

APPLIED APPROACH
All municipalities interested in the Grant Component have to present and provide a signed
copy of required documents to prove fulfillment of selected criteria. The set of documents to
be provided by Municipality/ CSE for each criterion are described in the following table:
Table: Documents to be provided
Criterion

Documents to be
provided by Municipality /
Utility

Consultant will check

1

Increase in own local
revenues*

Complete annual financial
statements of the
municipality for the three
fiscal years preceding the
year of submission and
baseline year.

Trend in total local revenues
and trend in own local
revenues (excluding
transfers from central level,
i.e. transfers from VAT and
PIT)

2

Service level agreement

Service level agreement or
similar agreement if it
meets in substance the
requirements of a service
level agreement as outlined
in the POM and PAD

The Communal order
decision form City council
Verify whether service level
agreement content matches
minimum criteria required to
be acceptable

3a

Published audits

Copy of the last performed
audits

Publish of the audit reports
on web page

3b

Regularly updated
municipal and CSE
website

N/A

Web pages of municipality
and CSE

4

SCE Tariff adjustment
program

Proposal from municipality
for tariff increase submitted
to the City council including
calculation of proposed
tariff

Content of the proposal and
decision and methodology
used for tariff calculation

City council decision for
tariff increase
5

Separate cost accounting
sector

Reports from the software
(accounting system) for
revenues, costs and
collection

The reports for cost centers
should be printed out from
software system and signed
in consultant presence.
Cross-checks will be made
to review reliability and
accuracy.
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6

Implementation of nonrevenue program

Report on quantity of water
that goes into the system
and invoiced quantity of
water
Written plan for reduction of
NRW in the coming 3 years

To check the trend in the
last years
To check the visibility of the
program – whether it
matches with the investment
program
Evidence of a working
source meter
Assess feasibility of planned
NRW reduction measures

7

CSE Asset inventory

Report from the system
about the current value of
assets
Report on new assets by
year since 2005
Latest report on asset
inventory

To match info from yearend
financial statement, related
to capital investments in
communal services with
booked assets since 2007
(Financial statements will be
obtained as document for
fulfillment prove of first
criteria)

Note: * own local revenues comprise: local taxes, fees and charges, the revenues from municipal
assets, self-contribution, fines, donations and other revenues established in accordance with law.

All above criteria are applicable in municipalities, which have their own communal service
enterprise. However some of the criteria are not applicable for municipalities that belong to
the City of Skopje, since water, sewerage and solid waste management services are
managed by city-wide CSEs for all 10 municipalities comprising the City of Skopje.
Skopje municipalities are required to meet at minimum the following criteria that can be
achieved by the municipality alone or jointly with the CSE: (i) increase in own local revenues;
(ii) signed service level agreement; and (iii) regularly updated webpage.
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ANNEX 4.9.3. PERFORMANCE GRANT REPORT TEMPLATE
Municipality:
Date:
Note: The supporting documents confirming the fulfillment of 4 performance criteria must be attached to this grant
report

Criterion 1: Increase in local revenues
More than 50,000 inhabitants: increase of at least 10 percent in per capita own
local revenues

[ ]Yes [ ] No

Between 20,000 and 50,000 inhabitants: increase of at least 7 percent in per
capita own local revenues

[ ]Yes [ ] No

Below 20,000 inhabitants: increase of at least 5 percent in per capita own local
revenues

[ ]Yes [ ] No

Criterion 2: Service level agreement
Has the service level agreement been drafted and signed?

[ ]Yes [ ] No

Is the content of the service level agreement in line with the Guidelines provided
in POM?
Has the service level agreement been approved by the council?

[ ]Yes [ ] No

Has the service level agreement been published?

[ ]Yes [ ] No

[ ]Yes [ ] No

Criterion 3: Published audits (applies for sub-loan agreements signed before the effectiveness date of
additional financing)
Has the municipality published an external audit for the last year?

[ ]Yes [ ] No

Has the CSE published an external audit for the last year

[ ]Yes [ ] No

Criterion 3: Updated websites (applies for sub-loan agreements signed after the effectiveness date of
additional financing)
Is the organization structure including contact information available?

[ ]Yes [ ] No

Is the information on complaints procedure described?

[ ]Yes [ ] No

Is there a list of approved Detailed Urban Development Plans and calendar of
updates?

[ ]Yes [ ] No

Is there information on planned infrastructure and service projects?

[ ]Yes [ ] No

Is there information on service plan?

[ ]Yes [ ] No

Is there information on tariff structure?

[ ]Yes [ ] No

Criterion 4: CSE tariff adjustment program
Has the CSE formulated a Program for Tariff adjustment?

[ ]Yes [ ] No

Has the Program been approved by the Council?

[ ]Yes [ ] No

Has a tariff increase been approved by the Council in the previous 2 years prior
to the Grant application?

[ ]Yes [ ] No

Criterion 5: Separate cost accounting
Has CSE implemented a software package for separate cost center
accounting?

[ ]Yes [ ] No

Has CSE produced reports for each cost centre?

[ ]Yes [ ] No
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Criterion 6: Implementation on non-revenue water reduction program
Has CSE presented a feasible program to reduce non-revenue water within the
next three years?

[ ]Yes [ ] No

Has CSE implemented measures for reduction of NRW during the last 3 years?

[ ]Yes [ ] No

Has CSE provided evidence of a working source meter?

[ ]Yes [ ] No

Has CSE prepared a detailed network screening plan, and a customer
connection survey that detects all existing and working connections

[ ]Yes [ ] No

Criterion 7: CSE assets inventory
Has the CSE completed inventory of assets owned/used by the CSE and
registered in accounts?

[ ]Yes [ ] No

Is there evidence of proper recording of assets transfer from the municipality to
CSE?

[ ]Yes [ ] No
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ANNEX 5.1. FINANCIAL MANAGEMENT MANUAL
a.

MSIP Financial Resources

To achieve its objectives and perform its functions, the MSIP mobilizes and operates with
two World Bank (IBRD) loans and one EU IPA Grant resources transferred to the MSIP by
the Government of Republic of Macedonia.

b. Use of MSIP Financial Resources
The financial resources at the disposal of MSIP will be used exclusively for:
(i) loan and grant financing of investment projects for municipalities or CSEs;
(ii) provision of technical assistance to support the preparation, and increase effectiveness
of investment projects and strengthen the management capacity of municipalities and
CSEs
(iii) provision of performance based grants to the municipalities or CSEs;
(iv) financing of operating expenditures of MSIP PMU;
(v) IPA infrastructure grants, technical assistance or operating costs provided to the
municipalities or national institutions for strengthening development of rural areas.

c. Financial management and accounting principles
i. Implementing Entity
The Ministry of Finance, through the MSIP PMU, which is to be mandated with a specific
assignment of coordinating and managing the project, will act as the overall implementing
agency for the project. The PMU will include qualified financial management staff that will be
trained in disbursements and project financial management. One financial management
specialist and one financial management assistant (to be recruited prior to disbursement
under the Grant) will perform financial management function of the project, as per the
attached terms of reference. The Project Director will supervise the implementation activities.

ii. Accounting Policies
The accounting books and records are maintained on the cash receipts and payment basis
in conformity with the related requirements of the World Bank’s financial reporting guidelines
and in compliance with the relevant provisions set out in the Loans and Grant Agreements.
On this basis, cash receipts are recognized when received and cash expenditures are
recognized when paid rather than when incurred.
The Project accounts are kept in local currency i.e. in Macedonian Denars (“MKD”). The
Project financial statements will be presented in EUR as this will be the reporting currency of
the Project.
Additionally the MSIP PMU will ensure that its accounting policies and procedures also
comply with the accounting principles and methodologies for budget users set by the
Ministry of Finance.
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iii. Accounting standards
The accounting and internal control systems of MSIP PMU will be maintained according to
international accounting standards. The accounting systems will: (i) reliably record and
report all financial transactions, assets and liabilities of the project, and (ii) provide adequate
financial information for project managing and monitoring activities.
MSIP PMU will ensure that its accounting policies and procedures also comply with the
accounting principles and methodologies set up by the Ministry of Finance.

iv. Accounting Management
Day to day management of accounting is the responsibility of MSIP PMU Financial
Management specialist who reports directly to the PMU Director.

d. Project Financial Management System (PFMS)
The MSIP PMU will establish a Project Financial Management System (FMS) acceptable to
the Bank, which will keep the accounts for the Project. The FMS should be designed to
accomplish the following objectives:
• Regular and precise record keeping and denoting of all project financial accounting
transactions according to the requirements, needs and applications of the legislative
of the Republic of Macedonia and the World Bank;
• Produce Financial reports for two separate groups of users: i) World Bank reporting
requirements- as per forms and principals laid down in the WB guidelines, and ii)
statutory reporting requirements – in accordance with the Macedonian legislation.
The basic principles are designed to ensure that the accounting records are complete,
relevant and reliable, and that the accounting practices are followed consistently from one
period to another, so that financial reporting is comparable. These terms are defined as
follows:
• Complete: all appropriate transactions have been recorded in accordance with the
accounting procedures manual;
• Relevant: accounting information is relevant when accounting transactions are
recorded and reported in timely fashion; all accounts should be updated and
reconciled on a monthly basis and reports should be issued no less frequently than
each quarter. Financial information provided by the FMS influences the decisions of
users by helping them evaluate past, present or future events or correcting their past
evaluation;
• Reliable: information is reliable when it is free from material error, when it is neutral:
that is, it is free from bias, and it can be depended upon to represent faithfully that
which it either purports to represent or could reasonably be expected to represent;
• Comparable: users must be able to compare the financial statements of the Project
over time in order to identify trends in its financial position and performance. Hence,
the measurement and display of the financial effects of like transactions must be
consistent over time.
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The PFMS include:
• Proper accounting system
• Internal Control system
• Financial monitoring reports
• Auditing and monitoring of Project activities
• Accounting and Financial Flows
• Financial Control System

i. Information system
It was agreed with the PMU that accounting data would be backed up on regular basis.
MoF uses the Treasury system for its accounting and reporting. The Treasury system was
assessed by the diagnostic work in Macedonia and found to be sound with reliable reporting
and ex-ante controls. The reporting is based on the treasury reporting but due to the
complexity of the project design and need for reliable and transparent timely information,
Edusoft software is used for project accounting and reporting and supplements Treasury
reports. "Edusoft" software is widely-used by World bank financed projects in Macedonia
and is considered a satisfactory system. It provides reliable accounting information. IFRs will
be generated automatically by the software.
The MSIP PMU has purchased "Edusoft" software for the purpose assurance recording of
business transactions. The project accounting software will be upgraded to accommodate
the financial information for the new IPA source of financing, and to generate consolidated
quarterly IFRs for the project
The MSI P PMU Financial management specialist will record, classify, report and
interpret project financial data. To keep necessary financial records and prepare financial
statements, the PMU Financial staff will follow the accounting cycle, a six-step process
including:
• analysis of transactions from source documents into an appropriate number of debits
and credits to be entered into accounting records;
• journalization of transactions, i.e. recording transactions in a journal for later posting to
the general ledger;
• posting the general ledger at the end of each month of operations;
• adjusting general ledger at the end of each quarter
• closing and balancing the ledger at the end of the year;
• preparing financial statements in FMR format.
The MSIP accounting structure should reflect the sources of funds, project component,
disbursement categories, location of activities performed and relevant expense accounts,
broken down into the various types of expenditures for the project. The accounting structure
should be able to produce financial reports that show budgetary items related to the current
project financial data to measure MSIP’s performance in the implementation of the project.

ii. Internal Control System
The MSIP internal control system should be able to ensure that financial records are reliable
and complete. In particular, the internal control system should ensure proper recording and
safeguarding as well as transaction control.
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Robust system of internal controls and procedures will be instituted for the project. The
controls and procedures to be applied are described in the Financial Management Manual.
Key internal controls to be applied for the project include:
• appropriate authorizations and approvals;
• segregation of duties;
• different persons being responsible for different phases of transaction;
• reconciliations between records and actual balances, as well as with third parties
should be performed on regular basis;
• complete original documentation should exist to support project transactions.
Adequate procedures and controls will be instituted and applied in practice for loans and
grant lines to municipalities. The respective procedures are designed to ensure use of funds
for intended purposes and are described in Project/Grant Operations Manual.
Key internal controls and procedures include:
− clear description of eligibility criteria for beneficiaries;
− clear description of eligibility criteria for projects;
− procedures relating to evaluation and selection of municipalities, including determining
and describing responsibilities for this process;
− procedures and processes of monitoring of grants implementation, including reporting
back;
− the procurement processes for the grants;
− flow of funds.
The MoF publishes tenders and municipalities are signatory to the contract. After receiving
an invoice, municipalities forward the invoice and necessary supporting documentation to
the PMU. Document evidencing that goods/services have been received and are in line with
what has been contracted is a mandatory accompanying document. An engineer within the
PMU will perform on site visits and checks that the quality and quantity of the delivery is in
line with contracts. Independent consultants may also be contracted to perform verification
that goods, services or works have been delivered to acceptable level prior to payments.
The invoice is then reviewed by the PMU finance management specialist who registers and
checks the invoice. After putting his/her initials the invoice is reviewed by the project
procurement staff. All relevant documentation shall be attached to the invoice enabling the
Project Director to immediately evidence that the necessary checks have been performed.
Payment orders and the invoice with all designated approvals and signatories are submitted
for payment. In the cases of loans, the funds are transferred to municipalities, which are
obliged to transfer the funds to suppliers in the shortest possible time. Any future request for
payment by municipalities needs to be supported by appropriate documentation that the
previous payments have been executed.
Commercial Bank Statements of the Designated Accounts are received daily by the PMU,
and Treasury reports on regular basis. Municipalities submit statements of their accounts to
the PMU on regular basis and frequency is defined by the on-lending/grant agreement.
Based on the Bank Statements/Treasury reports the PMU Financial management specialist
will record executed payments and perform due reconciliation of the bank balances.
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iii. Interim Financial Reports
Interim un-audited Financial Reports (IFRs) will be regularly provided in accordance with the
World Bank requirements, as well as the reports requested by the Government of the
Republic of Macedonia.
Aggregated project management-oriented interim un-audited financial reports (IFRs) will be
used for monitoring and supervision of both loans, Municipal Services Improvement Project
and Additional Financing for the Municipal Services Improvement Project and one EU IPA
Grant. The format of the IFRs is included in the Financial Management Manual. The MSIP
PMU will produce a full set of IFRs for each calendar quarter throughout the life of the
project. They will be due 45 days after each quarter ends. The IFRs will comprise the
following reports presented in the agreed format (as per Annex 5.3):
• Statement of Sources and Uses of Funds;
• Uses of Funds by Activity;
• Designated Account(s) statement;
• Unit of Outputs by Activity;
• Breakdown of sub-loans and grants;
• Narratives to the reports.
The accounting for the project is cash basis with additional information provided for
commitments on signed contracts.

iv. Auditing of Project activities
As the capacity of the SAO for conducting efficient financial audit is still quite limited, the
project’s financial statements will be audited in accordance with terms of reference
acceptable to the Bank by a private audit company acceptable to the Bank, and the audit
report will be submitted to the Bank at the latest 6 months after the end of the period
audited. The annual cost of the audits of the project will be covered by the project funds.
Given the complexity of the components, the financial audit will have an extended scope and
will check also if all loans and grants have been provided to municipalities for the purposes
intended in accordance with the applicable conditions to ensure that the agreed outputs are
delivered in an efficient manner.

v. Financial Control System
All transactions must be reflected by supporting documentation. The process of registering
the supporting documents is the first step for record keeping.
Cash Control
A Petty Cash Fund is established to have small amounts of cash in Denar (MKD) for
immediate payment of such items as office supplies, taxi fares, fuel, delivery charges, etc.
Whenever the petty cash fund drops below a certain balance it should be replenished
through a withdrawal from the Project Designated Account. All disbursements from the petty
cash fund must be documented with a corresponding receipt.
A system of internal control is established to ensure that petty cash amount is protected from
theft or embezzlement. The MSIP Financial management specialist is in charge of cash
control. Internal control procedures include the following:
• Cash is under lock;
• Maintenance of cash counts sheet
• Statement of cash flow reflecting the both cash receipts and cash disbursement
records.
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Fixed Asset Control
The internal control of fixed assets such as furniture, equipment, and office accessories and
any other asset is to be maintained by the MSIP PMU. All employees are responsible and
accountable for fixed assets in their possession.
Any acquired or donated assets will be recorded in a Fixed Asset Record, if the item has a
value of EUR100 or more. This record will include a description of the asset, date received,
cost or estimated value, location, and an indication if it was purchased or donated. The
financial manager will maintain the Fixed Asset Record.

e. Bank account management, Flows of Funds and
Documents and Disbursement Arrangements
i. Bank account Management for IBRD Loans
Project funds will flow from: (i) the Bank, either as an advance via a Designated Account to
be opened in the NBRM as a part of the Single Treasury Account, which will be replenished
under transaction based disbursement method, and managed as described below in the
section on disbursement arrangements, or, if specific need arises, through direct payments
to suppliers; and (ii) GoM, where payments will be executed by order of Ministry of Finance
via the treasury system.
The transaction based disbursement method will be used for the Project. After effectiveness
of the Loans a Designated Accounts is opened in the NBRM, to which the funds will be
transferred. A mirror Denar account is opened within the Treasury Single Account to serve
as an operating account for withdrawals from the foreign currency account. The mirror
account is credited only with amounts coming from Designated Accounts. The Denar
account is, in essence, a zero balance account, with all spending taking place through it,
with a corresponding transfer of the Denar equivalent amount from the foreign exchange
account. The Designated Account will be managed and operated by MSIP PMU.
The same disbursement arrangements will be used for both Loans, Municipal Services
Improvement Loan and Additional Financing for the Municipal Services Improvement Loan.
A separate Designated Account in Euro will be opened in the National Bank of the Republic
of Macedonia, with a mirror account in local currency within the Single Treasury Account.
The Designated Accounts will be managed and operated by MSIP PMU.
Municipalities who are sub-loans or grants beneficiaries will open Denar accounts within the
Treasury Single Account, to which the funds will flow from the Designated Accounts (passing
through the mirror Denar accounts), and from which the funds will flow to suppliers.
The payments under Components B and Component D will be managed and operated
centralize, i.e. directly from the MSIP PMU, in that case, when payments to local suppliers
are made, then a corresponding amount of foreign currency is exchanged in Denars and
credited to the Denar mirror account. From there, the amount is transferred to the respective
supplier. If a payment needs to be made to a foreign supplier in foreign currency, then the
foreign currency equivalent amount is converted to Denars and credited to the mirror Denar
account. The Denar account is then debited with the transaction amount, the Denars are
converted to the appropriate foreign currency, and the respective amount transferred to the
supplier. This flow of funds is followed even if the Designated Account and the payment due
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to the supplier are in the same currency. This ensures that the mirror Denar account, as part
of the Single Treasury Account, captures all amounts paid to suppliers in the Treasury
system.
The payments under Component A and Component C will be decentralized. Once the
Municipality sign a Sub-Loan Agreement or Grant Agreement, the municipality is obligated to
open a separate Sub-Loan or Grant Denar account within the Treasury Single Account,
which will capture all transfers of funds related to that particular Sub-Loan or Grant. The
Municipality Denar accounts are credited only with amounts comings from the MSIP
Designated account through the mirror Denar account. When the Municipality has to made
payments to local and foreign suppliers, than a corresponding amount of foreign currency
from the MSIP designated account is exchanged in Denars and credited to the Denar mirror
account. Than the same amount of Denar funds are debited from the Denar mirror account
and credited to the municipality Sub-Loan or Grant Denar account. After that the municipality
Sub-Loan or Grant Denar account is debited with the respective amount transferred to the
supplier, i.e. funds flow from the Designated account, through the mirror Denar account, to
the municipality Sub-Loan or Grant Denar account. The municipalities are obliged to transfer
the funds to suppliers within five working days. Any future request for payment by
municipalities needs to be supported by appropriate documentation that the previous
payments have been executed.

ii. Funds Flow and Disbursement Arrangements
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Chart 1: Flow of funds and Flow of documents for IBRD Loans

The procedure of receiving and processing the documentation is the following:
• The
office
administrator
receives
from
municipalities/contractors/suppliers
documentation for payment (invoices, interim certificate, request for funds etc.) and
registers it in the MSIP Project archives writing down the number and the date, as
well as putting the stamp.
• The office administrator than hand over the documentation to Financial manager. They
review and approve the documentation and put his/her initials on it. After that
documentation is reviewed by the project procurement staff.
• The checked documentation afterwards is submitted to the PMU Director of the Project.
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• After its verification by the PMU Director, the documentation is once again submitted to
the financial managers in order documents for payments to be prepared.
• The documents for payment prepared by the financial manager are submitted to the
authorized signatures to be signed. In the end, the financial manager makes the
payment and enters in the books.
• In the case of financing the on-lending loans provided to the Municipality, the
Municipality prior to request new portion of the loan funds should submit to the PMU
appropriate evidence that the previous payments have been executed.

Bank account Management for EU IPA Grant funds
The MSIP is responsible for safeguarding EU and national co-financing funds as well as to
protect financial interests of the EU and the Republic of Macedonia,
The MSIP shall establish the following system of bank accounts in terms of implementing the
Component E activities. The bank accounts will be used only for transactions in relation to
the management of funds related to financing of IPA activities:
• MSIP IPA EU euro account;
• MSIP IPA EU denar account;
• MSIP IPA EU NCF transfer account.
The municipality, as final beneficiary of the investment grants, shall open a separate grant
denar account to record all transactions related to the IPA financed project. All bank
accounts will be checked by the External Auditors. WB and EU authorized representatives
may audit the accounts or conduct on-the-spot checks of the accounts at any time.
Description of the bank accounts for (IPA component)
• MSIP IPA EU euro account
The MSIP, on behalf of Republic of Macedonia, will open a euro account for the IPA EU
component in the National Bank of Republic of Macedonia.
The MSIP IPA EU euro account shall be credited with the amounts transferred by the World
Bank under the MSIP Trust fund agreement. This account shall has correspondent denar
account so called MSIP IPA EU denar account opened within single treasury account, in
which the amount debited from MSIP IPA EU euro account, will be converted in denars.
The MSIP IPA EU euro account shall be debited with the amounts transferred to MSIP IPA
EU denar account based on the requests by the participating municipalities or regular MSIP
PMU payment regarding the activities foreseen under the sub-component technical
assistance and operating costs.
• MSIP IPA EU denar Account
MSIP will open correspondent MSIP IPA EU denar account to MSIP IPA EU euro account,
within the Single Treasury Account. This account is mirror account.
MSIP IPA EU denar account shall be credited with denominated and transferred funds from
MSIP EU euro account and shall be debited with funds transferred to municipalities for
payments towards investment grants and funds transferred to the contractors or suppliers for
payments towards technical assistance activities and operational costs.
• MSIP IPA NCF denar transfer Account
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The MSIP will open MSIP IPA NCF denar transfer account within the Single Treasury
Account on which the IPARD Agency will transfer the amount of the national co-financing.
National co-financing will be provided under the National program for rural development
based on the annual forecast for implementation of the Component E prepared by the MSIP
PMU.
MSIP IPA NCF transfer denar account shall be credited with funds coming from the IPARD
Agency based on Request for national contribution funds from MSIP and shall be debited
with funds transferred to municipalities for payments towards investment grants and funds
transferred to the contractors or suppliers for payments towards technical assistance
activities and operational costs.
MSIP and IPARD Agency should ensure that the part of NCF is transferred on MSIP IPA EU
NCF denar account before transferring of EU contribution to the MSIP IPA EU denar
account. Final beneficiary (municipality/contractor/supplier) shall receive full amount from
two separate accounts: one for national co-financing and one for EU contribution.
• Municipal IPA grant denar account
Each municipality, beneficiary of the Investment grant, must open a separate IPA denar
account within the Single Treasury Account to utilize grant funds. The account shall be
credited with funds coming from the MSIP IPA EU denar account (EU contribution) and
MSIP IPA NCF transfer account (NCF contribution). The full amount of funds shall be
transferred to the contractor/supplier by the municipality within 5 working days from the date
when the amount was credited on the account.
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Chart 2: Flow of funds and Flow of documents for RETF Grant
The procedure of receiving and processing the documentation is the following:
• The
office
administrator
receives
from
municipalities/contractors/suppliers
documentation for payment (invoices, interim certificate, request for funds etc.) and
registers it in the MSIP Project archives writing down the number and the date, as
well as putting the stamp.
• The office administrator than hand over the documentation to Financial manager. They
review and approve the documentation and put his/her initials on it. After that
documentation is reviewed by the project procurement staff.
• The checked documentation afterwards is submitted to the PMU Director of the Project.
• After its verification by the PMU Director, the documentation is once again submitted to
the financial managers in order documents for payments to be prepared.
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• The documents for payment prepared by the financial manager are submitted to the
authorized signatures to be signed. In the end, the financial manager makes the
payment and enters in the books.
• In the case of financing the on-lending loans provided to the Municipality, the
Municipality prior to request new portion of the loan funds should submit to the PMU
appropriate evidence that the previous payments have been executed.
Additional information regarding the implementation of component E is provided in Annex 8
of this manual.

iii. Disbursement Arrangements
a. Disbursement methods
The following disbursement methods may be used under the IBRD Loans and EU IPA
Grant.
• Advance to designated account
• Reimbursement of payment(s) already made by the Borrower from its own resources
• Direct payment from the loan/Grant account at IBRD to a third party for amounts due,
• Special Commitments.
b. Withdrawal of Loan Proceeds
All disbursements (payments) for local expenditures to suppliers, contractors, consultants,
etc., from the IBRD loan/EU IPA funds will be made in the local currency of Republic of
Macedonia (MKD) and for reporting purposes converted into EUR. All foreign expenditures
will be made in a currency other than the Denar (MKD).
The World Bank Form “Application for Withdrawal” - Form 2380 together with its Summary
Sheet will be used for the following:
• Advance to designated account,
• Reimbursement of payment(s) already made by the Borrower from its own resources
• Direct payment from the loan/grant account at IBRD to a third party for amounts due.
The Ceilings for Designated Accounts are included in the Disbursement letters.
Documentation requirements for replenishment would follow standard Bank procedures as
described in Disbursement Handbook. Monthly bank statements of the Designated Account,
which have been reconciled, would accompany all replenishment requests.
Supporting documentations that should be provided with each application for withdrawal are
as follows:
For requests for Reimbursement:
• List of payments against contracts that are subject to the Bank’s prior review,
• Records evidencing eligible expenditures (e.g., copies of receipts, supplier invoices) for
payments for goods against contracts valued at or more than EUR 160,000
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equivalent; for payments for works against contracts valued at or more than EUR
800,000 equivalent: for payments for consultants’ services against contracts valued
at or more than EUR 80,000 equivalent for firms and EUR 40,000 equivalent – for
individual consultants;
• Statement of Expenditure for all other expenditures / contracts.
• A designated account reconciliation statement
For reporting eligible expenditures paid from the Designated Account:
• List of payments against contracts that are subject to the Bank’s prior review,
• Records evidencing eligible expenditures (e.g., copies of receipts, supplier invoices) for
payments for goods against contracts valued at or more than EUR 160,000
equivalent; for payments for works against contracts valued at or more than EUR
800,000 equivalent: for payments for consultants’ services against contracts valued
at or more than EUR 80,000 equivalent for firms and EUR 40,000 equivalent – for
individual consultants;
• Statement of Expenditure for all other expenditures / contracts.
Statements of Expenditure
The certified statements of expenditure shall provide a detailed listing of all payments made
together with respective reference to the supporting documentation (including filing code) for
each one. Statements of expenditure will be prepared under the responsibility of the
Financial Management Specialist, they will be certified by the PMU Director.
For requests for Direct Payment:
• Records evidencing eligible expenditures, e.g., copies of receipts, suppliers invoice.
The Minimum Value of Applications for direct payment is defined in the disbursement letter.
Letters of Credit and Special Commitment
To finance the purchase of imported goods, in most cases the Borrower will need to open a
Letter of Credit. If the commercial bank in question is unwilling to open, advice or confirm the
letter of credit without any guarantee or security, the Bank at the request of the Borrower,
can provide the commercial bank with the guarantee it requires in the form of a Special
Commitment.
The World Bank “Application for Special Commitment” - Form 1931 will be used to request
the Bank to issue a Special Commitment.
The Minimum Value of Applications for direct payment is defined in the disbursement letter.
Letters of Credit
Letter of credit will be opened before the shipment date. A letter of credit (a) describes the
goods, (b) specifies shipment from/to destinations, and (c) defines payment terms, for
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example, 80% payment based on specified documents and 20% based on acceptance
certificate.
Special Commitment
A special commitment is an irrevocable letter of credit confirmed by the World Bank. An
Application for Special Commitment is submitted by the PMU to the IDA Task Team Leader
in two signed copies.
Filing of Supporting Documentation
The supporting documentation for each payment (invoice and attached statements of work,
copy of the signed payment order and copy of instruments delegating signature authority, if
appropriate) shall be filed in accordance with a chronological numbering system. A file of
supporting documentation shall be kept and regularly updated. It shall allow for document
selection according to the following criteria (cross-referenced or not):
• Contract category
• Name of contracted firm
• Date or time period.
Replenishment of the IBRD Loan / Grant Account
Replenishment of the IBRD Loan/Grant Designated Accounts will be made as follows:
• The MSIP will send replenishment requests to IBRD with authorized signatures. The
PMU will record the date of transmittal with the identification number and the date of
the request.
• After a period of 15 working days, if the replenishment has not taken place, the
Financial Manager will send a follow-up email to IBRD, primarily in order to obtain the
reference codes on the payment concerned.
• Upon receipt of this information, the PMU will alert the depository bank so that it may
proceed to make any necessary inquiries.
Supervision Plan
During project implementation, the Bank will supervise the project’s financial management
arrangements in two main ways:
(i) review the project’s interim un-audited financial reports for each calendar quarter, as
well as the project’s annual audited financial statements and auditor’s management
letter; and
(ii) perform on-site supervisions, review the project’s financial management and
disbursement arrangements to ensure compliance with the Bank's minimum
requirements. Supervisions will be performed by the Bank accredited Financial
Management Specialist.
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ANNEX 5.2. EXTERNAL AUDIT – TERMS OF REFERENCE
TERMS OF REFERENCE
FOR THE AUDIT OF THE MUNICIPAL SERVICES IMPROVEMENT PROJECT FOR THE
YEAR ENDED DECEMBER 31, 2009 AND FOR THE LIFE TIME OF THE PROJECT

EXTENSION OF AUDIT OF THE MUNICIPAL SERVICES IMPROVEMENT PROJECT

Background
Republic of Macedonia has received a Loan # 7699 in amount of EUR 18.9 million,
additional financing loan # 8185 in amount of EUR 37.2 million and EU IPA Grant in amount
of EUR 14.65 million from the International Bank for Reconstruction and Development
toward the cost of implementation of the Municipal Services Improvement Project (MSIP).
The objective of the MSIP is to improve transparency, financial sustainability, and delivery of
targeted municipal services in the participating municipalities.
The project funds will be used for financing the investments in basic local infrastructure and
municipal services; provide technical assistance (TA) to municipalities and CSEs; and
support institutional reforms in municipalities through performance based investment grants.
Institutional support to central agencies for policy and strategic analysis related to financial
sustainability of the communal services is also provided within the Project. Also the project
covers operational costs associated with project implementation and support project
management.
The above-maintained Project includes the following components:
Component A: Municipal Investments (USD 64.25 millions)
This component would provide loans to municipalities that are eligible to borrow.
Investments to be financed under this component would be mainly for revenue-generating
public services and other investment projects of high priority to municipalities and with cost
saving potential.
Component B: Capacity Building and Institutional Reform (USD 2.95 million)
This component would include consultancy services and technical assistance for: subproject preparation, local capacity building, and national level institutional strengthening.
Component C: Performance-Based Investment Grants (USD 5.6 millions)
This component would provide grants to municipalities as an incentive and reward for
implementation of reform initiatives aimed at performance improvements in service delivery.
Performance grants are awarded according to simple and objective criteria based on the
enforcement of legal and regulatory requirements currently in place in Republic of
Macedonia.
Component D: Project Management, Monitoring and Evaluation (USD 2.2 million)
This component would support operation of a project management unit (PMU) and assist
with overall project implementation and monitoring.
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Component E: Component E: IPA-Rural Investment Window – US$ 27.14 million. This
component will finance investments that will contribute to sustainable and inclusive
economic, social and territorial development of the country and reducing regional disparities
through the development of physical capital in rural areas. The Component E is consists of
three sub-components such as: i) Investment grants to the municipalities for financing
physical infrastructure that enable rural areas improvements in water supply, sewage, roads,
energy sources, public facilities or any other municipal priorities. The physical infrastructure
investments will improve quality of life and working conditions in rural areas, will address
disparities in levels of development between urban and rural areas, will improve
competitiveness of rural areas; ii)Technical assistance in form of consulting services and
training would be available to the municipalities for preparation of the technical
documentation, relevant analysis and studies, etc. for the potential project, to ensure that all
participating municipalities are able to utilize funding opportunities provided by this
component. Hence, under this sub-component the support will be provided to the national
institutions in preparation of the projects for future IPARD Rural Infrastructure Program; and
iii) Operational costs that will cover all expenditures that MSIP project incurs as a result of
performing its normal operations for successful implementation of this component.
Responsibility for preparation of financial statements
Ministry of Finance (MoF) is in charge for overall implementation and therefore the special
Project management unit (PMU) is established within the Ministry.
The responsibility for the preparation of financial statements including adequate disclosure is
that of the project’s management. This includes the maintenance of adequate accounting
records and internal controls, the selection and application of accounting policies, and the
safeguarding of the assets of the project. As part of the audit process, the auditor will
request from management written confirmation concerning representations made to us in
connection with the audit.
Objective
The objective of the audit is to enable the auditor to express an opinion on the project
financial statements (PFS) of the Municipal Services Improvement Project as of 29 June,
2009 through December 31 2009 and for the lifetime of the project.
The Project’s accounting system (books and records) provides the basis for the preparation
of the PFS, was established to record the financial transactions of the Project, and is
maintained by the Project’s implementing agency, the Ministry of finance of the Republic of
Macedonia.
Scope
The audit will be conducted in accordance with International Standards on Auditing (ISA) as
published by the International Auditing and Assurance Standards Board of the International
Federation of Accountants (IFAC. Those Standards require that the auditor plans and
performs the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.
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In complying with ISA, the auditor is expected to pay particular attention to the following
matters, including special considerations for public sector entities:
a) In planning and performing the audit to reduce audit risk to an acceptably low level,
the auditor should consider the risks of material misstatements in the financial
statements due to fraud as required by International Standard on Auditing 240: The
Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements .
b) When designing and performing audit procedures and in evaluating and reporting the
results thereof, the auditor should recognize that noncompliance by the entity with
laws and regulations may materially affect the financial statements as required by
International Standard on Auditing 250: Consideration of Laws and Regulations in an
Audit of Financial Statements.
c) The auditor should communicate audit matters of governance interest arising from
the audit of financial statements to those charged with governance of an entity as
required by International Standard on Auditing 260: Communication of Audit Matters
with those Charged with Governance.
d) The auditor should communicate appropriately to those charged with governance
and management deficiencies in internal control that the auditor has identified in an
audit of financial statements as required by International Standard on Auditing 265:
Communicating Deficiencies in Internal Control to Those Charged with Governance
and Management.
e) In order to reduce audit risk to an acceptably low level, the auditor should determine
overall responses to assessed risks at the financial statement level, and should
design and perform further audit procedures to respond to assessed risks at the
assertion level as required by International Standard on Auditing 330: The Auditor’s
Procedures in Response to Assessed Risks.
f)

In instances where certain aspects of an entity’s operations are performed by a third
party service provider, the auditor is expected to include an understanding and
assessment of the internal control environment of the service provider during the
audit process as required by International Standard on Auditing 402: Audit
Considerations Relating to an Entity Using a Service Organization .

g) As part of the audit process, the auditor is expected to obtain written representations
from management and, where appropriate, those charged with governance as
required by International Standard on Auditing 580: Written Representations.
In evidencing compliance with agreed project financing arrangements the auditor is
expected to carry out tests to confirm that:
a) External funds have been used in accordance with the conditions of the relevant
general conditions, relevant financing agreements and disbursement letter, with due
attention to economy and efficiency, and only for the purposes for which the financing
was provided. Relevant general conditions and financing agreements are the IBRD
Loans No. 7699MK and 8158 MK and EU IPA Grant Agreement No.TF018812 as
well as the separate on-lending and grant agreements between the Ministry of
finance and the participating municipalities;
b) Performance grant funds have been provided and used in accordance with the
relevant performance conditions stipulate in the IBRD Loans No. 7699MK and
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c)

d)

e)
f)

g)

h)

i)

8158MK and more detailed explained in the separate on-lending agreements to
ensure that agreed outputs are delivered in an efficient manner;
IPA grant funds have been provided and used in accordance with the relevant
conditions stipulate in the EU IPA Grant Agreement No.TF018812 and more detailed
explained in the separate IPA grant agreements to ensure that agreed outputs are
delivered in an efficient manner;
Counterpart funds have been provided and used in accordance with the relevant
general conditions, relevant financing agreements and disbursement letter, and only
for the purposes for which they were provided;
Goods and services financed have been procured in accordance with the relevant
general conditions, relevant financing agreements and disbursement letters;
Necessary supporting documents, records, and accounts have been kept in respect
of all Project ventures including expenditures reported via Summary or Designated
Accounts (DAs). Clear linkages should exist between the accounting records and the
financial reports presented to the Bank.
Where Designated Accounts have been used, they have been maintained in
accordance with the provisions of the relevant general conditions, relevant financing
agreements and disbursement letters.
The PFS have been prepared in accordance with generally accepted accounting
principles, practices and relevant World Bank guidelines, and give a true and fair
view of the financial position of the Project as of December 31, 2010 and of the
resources and expenditures for the fiscal year then ending.
Review the compliance on each of the financial covenants in the IBRD Loans No.
7699MK and 8158MK and EU IPA Grant Agreement No.TF018812.
Project Financial Statements

The Project Financial Statements should include:
a) a Summary of Funds received, showing the World Bank, Project funds from other
donors, and counterpart funds separately.
b) a Summary of Expenditures shown under the main project headings and by main
categories of expenditures, both for the current fiscal year and accumulated to-date;
c) a Summary of Summary Reports used as the basis for the submission of withdrawal
applications;
d) a Statement of Designated Accounts; and
e) a Balance Sheet showing Accumulated Funds of the Project, bank balances, other
assets of the Project, and liabilities, if any.
Summary Reports
As part of the audit of the PFS, the auditor is required to audit all Summary Reports and
Interim Un-audited Financial Reports (Interim Reports) used as the basis for the submission
of withdrawal applications.
These Summary Reports (or Interim Reports) should be compared for project eligibility with
the relevant general conditions, relevant financing agreements, and disbursement letter, and
with reference to the Project Appraisal Documents for guidance when considered necessary.
Where ineligible expenditures are identified as having been included in withdrawal
applications and reimbursed against, these should be separately noted in separate note
disclosures and also in the management letter, by the auditor. The Project Financial
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Statements (or included within the notes to the project financial statements) should be a
schedule listing individual Summary Reports withdrawal applications by specific reference
number and amount.
The auditor should pay particular attention as to whether:
a) the Summary Reports (or Interim Reports) have been prepared in accordance with the
provisions of the relevant financing agreements.
b) expenditures have been made wholly and necessarily for the realization of project
objectives.
c) information and explanation necessary for the purpose of the audit have been
obtained;
d) supporting records and documents necessary for the purpose of the audit have been
retained, and
e) the Summary Reports (or Interim Reports) can be relied upon to support the related
withdrawal applications.
Designated Accounts
In conjunction with the audit of the Project Financial Statements, the auditor is also required
to audit the activities of the Designated Accounts associated with the Project. The
Designated Accounts usually comprise
(i)

deposits and replenishments received from the Bank;

(ii) payments substantiated by withdrawal applications;
(iii) interest that may be earned from the balances and which belong to the borrower; and
(iv) the remaining balances at the end of each fiscal year.
The auditor should pay particular attention as to the compliance with the Bank's procedures
and the balances of the Designated Accounts at the end of the fiscal year (or period). The
auditor should examine the eligibility of financial transactions during the period under
examination and fund balances at the end of such a period, the operation and use of the
DAs in accordance with the relevant general conditions, relevant financing agreements and
disbursement letters, and the adequacy of internal controls for this type of disbursement
mechanism.
For this Project, the Designated Accounts are referred to the IBRD Loan No. 7699 MK, IBRD
Laan No. 8158 MK and EU IPA Grant No.TF018812, the relevant general conditions,
financing agreements and disbursement letters.
Audit Reports
The auditors will issue an audit opinion on the Municipal Services Improvement Project
Financial Statements (refer to the “Project Financial Statements” paragraph above for a
definition of the statements included therein).
In addition to the audit opinion, the auditor will prepare a "management letter," in which the
auditor will:
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a) provide comments and observations on the accounting records, systems, and
controls that were examined during the course of the audit;
b) identify specific deficiencies and areas of weakness in systems and controls and
make recommendation for their improvement;
c) report on instances of non-compliance with the terms of the relevant financing
agreement;
d) quantify and report expenditures that are considered to be ineligible and either paid
out of the Designated Accounts or which have been claimed from the World Bank;
e) communicate matters that have come to their attention during the audit which might
have a significant impact on the implementation of the project;
f) bring to the borrower's attention any other matters that the auditor considers
pertinent; and
g) include management's comments in the final management letter.
The financial statements, including the audit opinion, and management letter should be
received by the Project’s implementing agency, Project Implementation Unit, no later than
six months after the end of the audited fiscal year. The Project’s implementing agency
should then promptly forward two copies of the audited project financial statements
(including audit opinion) and management letter to the Bank.
Public Disclosure
In accordance with "The World Bank (the Bank) Policy on Access to Information" dated
July 1, 2010 for Bank-financed operations for which the invitation to negotiate is issued on or
after July 1, 2010, the Bank requires that the borrower makes the audited financial
statements publically available in a timely fashion and manner acceptable to the Bank. In
addition, following the Bank’s formal receipt of these financial statements from the borrower,
the Bank makes them available to the public in accordance with this policy.
Management Letters, special audits (i.e. whose nature is not financial), and unaudited
financial statements (e.g. Interim Financial Reports) are not considered to be a part of the
definition of the audited financial statements for the purposes of disclosure.
Only in exceptional cases the Bank may agree—i.e., when the audited financial statements
contain proprietary or commercially sensitive information—that the borrower or designated
project entity may be exempted from disclosing the full set of audited financial statements,
but is still required disclosing an abridged version of them in a form acceptable to the Bank.
Exceptions are approved by World Bank management.
General
The responsibility for the preparation of financial statements including adequate disclosure is
that of the management of the Project Implementation Unit. This includes the maintenance
of adequate accounting records and internal controls, the selection and application of
accounting policies, and the safeguarding of the assets of the entity. As part of the audit
process, the auditor will request from management written confirmation concerning
representations made to the auditor in connection with the audit.
The Project Implementation Unit will co-operate fully with the auditor and will make available
to the auditor whatever records, documentation and other information is requested by the
auditor in connection with the audit. The auditor should be given access to all legal
documents, correspondence, and any other information associated with the project and
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deemed necessary by the auditor. Confirmation should also be obtained of amounts
disbursed and outstanding at the Bank.
It is highly desirable that the auditor become familiar with the relevant World Bank
guidelines, which explain the Bank's financial reporting and auditing requirements. These
guidelines include:
•
•
•
•
•

Reference Material to the Financial Management Manual for World Bank-Financed
Investment Operations (March 2010): RM 3 - Financial Reporting and Auditing;
Disbursement Handbook for World Bank Clients, dated May 2006 (available on Client
Connection website);
Disbursement Guidelines for projects, dated May 2006 (available on Client
Connection website);
Guidelines: Procurement of Goods, Works, and Non-Consulting Services under IBRD
Loans and IDA Credits & Grants - January 2011 (updated in July 2014);

Guidelines: Selection and Employment of Consultants under IBRD Loans & IDA Credits &
Grants by World Bank Borrowers - January 2011 (updated in July 2014).This term of
engagement will remain effective for future fiscal years unless it is terminated, amended or
superseded.
The auditor should understand that working papers under World Bank project can be subject
to the review by Client’s and/or World Bank designated staff.
Implementation Schedule
Upon extension of the contract the Auditor is expected to adhere to the following
implementation schedule:
Phase 1: Audit of the IBRD Loan No. 7699 MK -Municipal Services Improvement Project as
of 29 June, 2009 through December 31, 2010.
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report – no later than May 5, 2011
(b) final Audit Report and Management letter – no later than May 30, 2011
Phase 2: Audit of the IBRD Loan No. 7699 MK -Municipal Services Improvement Project
covering the fiscal year January 1- December 31, 2011.
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report – no later than May 5, 2012
(b) final Audit Report and Management letter – no later than May 30, 2012
Phase 3: Audit of the IBRD Loan No. 7699 MK -Municipal Services Improvement Project
covering the fiscal year January 1- December 31, 2012.
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report – no later than May 5, 2013
(b) final Audit Report and Management letter – no later than May 30, 2013
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Phase 4: Audit of the IBRD Loan No. 7699 MK - Municipal Services Improvement Project
and the IBRD Loan No. 8158 MK – Additional Financing for the Municipal Services
Improvement Project covering the fiscal year January 1- December 31, 2013)
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report – no later than May 5, 2014
(b) final Audit Report and Management letter – no later than May 30, 2014
Phase 5: Audit of the IBRD Loan No. 7699 MK - Municipal Services Improvement Project
and the IBRD Loan No. 8158 MK – Additional Financing for the Municipal Services
Improvement Project covering the fiscal year January 1- December 31, 2014)
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report – no later than May 5, 2015
(b) final Audit Report and Management letter – no later than May 30, 2015
Phase 6: Audit of the IBRD Loan No. 7699 MK - Municipal Services Improvement Project,
the IBRD Loan No. 8158 MK – Additional Financing for the Municipal Services Improvement
Project and the EU IPA Grant No.TF018812, covering the fiscal year January 1- December
31, 2015)
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report – no later than May 5, 2016
(b) final Audit Report and Management letter – no later than May 30, 2016
Phase 7: Audit of the IBRD Loan No. 7699 MK - Municipal Services Improvement Project,
the IBRD Loan No. 8158 MK – Additional Financing for the Municipal Services Improvement
Project and the the EU IPA Grant No.TF018812, covering the fiscal year January 1December 31, 2016)
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report – no later than May 5, 2017
(b) final Audit Report and Management letter – no later than May 30, 2017

Phase 8: Audit of the IBRD Loan No. 7699 MK - Municipal Services Improvement Project,
the IBRD Loan No. 8158 MK – Additional Financing for the Municipal Services Improvement
Project and the the EU IPA Grant No.TF018812, covering the fiscal year January 1December 31, 2017)
The reports are expected to be submitted according to the following schedule:
(a) draft Audit Report - no later than May 5, 2018
(b) final Audit Report and Management letter - no later than May 30, 2018
Phase 9: Audit of the IBRD Loan No. 7699 MK - Municipal Services Improvement Project,
the IBRD Loan No. 8158 MK – Additional Financing for the Municipal Services Improvement
Project and the EU IPA Grant No.TF018812, covering the period January 1, 2018 – March
31, 2019, including also any grace period transactions)
The reports are expected to be submitted according to the following schedule:
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(a) draft Audit Report - no later than July 15, 2019
(b) final Audit Report and Management letter - no later than July 31, 2019
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ANNEX 5.3. FORMAT OF THE QUARTERLY IFR
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ANNEX 6.1. SEMI-ANNUAL PROGRESS REPORT FORMAT

MSIP
Semi-annual progress report
Project Name:
Project Number:
Reported period:

Prepared By:
Document Owner(s)

Project/Organization Role

365

PROJECT STATUS REPORT PURPOSE
Report purpose
-

Status of ongoing sub-projects

-

General data on progress in implementation: Number of new sub-loans and contracts

-

Problems encountered and resolved

PROJECT STATUS REPORT DETAILS

1. Project objectives and description
2. Summary of project activities
3. Status of project components (by sub-project)
4. Implementation of previously planned activities and activities planned for the
next semester

5. Project outcome indicators for the last reporting period
6. Other issues/ specific areas of concerns, specific problems
7. Recommendations
Will the project be completed on time and on budget?
Will the project outcome indicators be completed within acceptable quality
levels?
Are project issues and risks being addressed successfully and mitigated?
Are all customers concerns being addressed successfully?
Annex 1: Financial management tables
Annex 2: Procurement plan
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PROJECT STATUS REPORT TEMPLATE
Table 1: Project outcome indicators

No

PDO

1.

Increased accountability and transparency as evidenced by
16
17
the percentage of participating municipalities that
18
regularly publish benchmarks and sub-project progress
information on their municipal or CSE’s websites, and on
PMU’s Project portal.

2.

Number of participating municipalities implementing
institutional development reforms contributing to the PDO, as
evidenced by the number of municipalities that meet 4 or
more of the 7 performance criteria (i.e. that qualify for
performance grants).

3.

Improved financial performance as reflected by the
percentage of participating municipalities achieving increased
revenue earnings and/or cost savings in completed subprojects.

4.

Percentage of participating municipalities achieving targeted
improvements in delivery of selected services in completed
sub-projects.

Progress
to date

The
annual
target

Target
value
(end of
project)

16 Wherever “percentage” of participating municipalities is measured, the nominator and denominator in absolute numbers
will also be reported to adequately reflect progress in a dynamic sub-project pipeline.
17 “Participating municipalities” are defined as municipalities that have signed a Sub-Loan Agreement
18 “Regularly" is defined as: minimum on a quarterly basis
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Table 2: Intermediate outcome indicators
Compo
nent

No

A

1.

Number of municipalities that qualify for subloans (i.e. meet the eligibility criteria to participate
in MSIP)

2.

Number of sub-loans signed

3.

Number of sub-projects successfully completed

4.

Number of participating CSEs and/or
municipalities supported by TA activities under
Component B

5.

TA contracts supporting national level institutions
completed to Client’s satisfaction

6.

Continued and sustained dialogue on institutional
reform as evidenced by submission and review of
studies to concerned ministries, such as
development of a Strategy for Financial
Intermediation for Municipal Investments

7.

Number of applications to access funds
(performance investment grant) under
Component C

8.

Number of municipalities receiving a Performance
Investment Grant

B

C

Intermediate outcome indicator

Progress
to date

The
annual
target

Target
value
(end of
project)

PROJECT STATUS REPORT APPROVALS
Prepared by __________________________________
PMU Director
Approved by __________________________________
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ANNEX 7.1: INDICATORS FOR MONITORING
Results Framework
PDO

Project Outcome Indicators

Use of Project Outcome
Information

PDO Level Indicator One:
Increased accountability and transparency
19
as evidenced by the percentage of
20
participating municipalities that
21
regularly publish benchmarks and subproject progress information on their
municipal or CSE’s websites, and on
PMU’s Project portal.

Monitor financial and
implementation
performance of sub-projects
through the PMU’s M&E
information system.

PDO Level Indicator Two:
To improve
transparency,
financial
sustainability
and delivery of
targeted
municipal
services in the
participating
municipalities

Number of participating municipalities
implementing institutional development
reforms contributing to the PDO, as
evidenced by the number of municipalities
that meet 4 or more of the 7 performance
criteria (i.e. that qualify for performance
grants).

Evaluate the commitment of
participating municipalities
and CSEs to reform and
track criteria for receiving
performance grants.

PDO Level Indicator Three:

Measure progress towards
PDO in relation to the
respective sub-projects of
participating municipalities,
so as to derive lessons
learned and make
corrective actions as
necessary.

Improved financial performance as
reflected by the percentage of participating
municipalities achieving increased revenue
earnings and/or cost savings in completed
sub-projects.

PDO Level Indicator Four:
Percentage of participating municipalities
achieving targeted improvements in
delivery of selected services in completed
sub-projects.
Intermediate
Outcomes
Component A
(Municipal
Investments):
Implementation
of municipal
investments in

Intermediate Outcome Indicators
Intermediate result indicator One:

To measure the contribution
of the project to improved
municipal services
Use of Intermediate
Outcome Monitoring

Number of municipalities that qualify for
sub-loans (i.e. meet the eligibility criteria to
participate in MSIP)

Monitor effective demand
for sub-loans by
municipalities and adequacy
of capacity

Intermediate result indicator Two:

Analyze reasons for

19 Wherever “percentage” of participating municipalities is measured, the nominator and denominator in absolute numbers
will also be reported to adequately reflect progress in a dynamic sub-project pipeline.
20 “Participating municipalities” are defined as municipalities that have signed a Sub-Loan Agreement
21 “Regularly" is defined as: minimum on a quarterly basis
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specific
services under
the
responsibility
of
municipalities
(and CSEs)
Component B
(Capacity
building and
institutional
strengthening):
Increased
capacity of
participating
municipalities
and CSEs in
delivering
services

Component C
(Performance
Grants): New
municipal
performance
grant incentive
in place and
applied to
allocate funds
to reforming
participant
municipalities

Number of sub-loans signed

rejection and acceptance

Intermediate result indicator Three:

Track project progress and
determine corrective actions
to improve implementation
during duration of project

Number of sub-projects successfully
completed
Intermediate result indicator One:
Number of participating CSEs and/or
municipalities supported by TA activities
under Component B
Intermediate result indicator Two:
TA contracts supporting national level
institutions completed to Client’s
satisfaction

Ascertain the improvement
in the capacity of the
municipalities and CSEs in
preparing a project proposal
Feedback from TA clients to
help determining progress
in capacity improvement

Intermediate result indicator Three:
Continued and sustained dialogue on
institutional reform as evidenced by
submission and review of studies to
concerned ministries, such as
development of a Strategy for Financial
Intermediation for Municipal Investments

Evidence of commitment by
the central agencies to
reform the municipal sector
and the delivery of services

Intermediate result indicator One:

Determine interest in and
commitment to reform by
the municipalities and CSEs
and whether such grants
incentivize reform efforts

Number of applications to access funds
(performance investment grant) under
Component C

Intermediate result indicator Two:
Number of municipalities receiving a
Performance Investment Grant

Monitor number of
municipalities receiving
performance grants from
the group of municipalities
that is eligible; inform of
need to reallocate
resources to component C
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Arrangements for results monitoring
Project Development Objective (PDO): No revision
Improve transparency, financial sustainability and delivery of targeted municipal services in the participating municipalities
Baselin
e
22

23

UOM
Core

PDO Level Results Indicators

25

Cumulative Target Values

Original
Project

Progres
s To
Date

Start

(2012)

2013

2014

2015

2016

2017
Frequenc
y

24

Data Source/
Methodology

Responsibility
for Data
Collection

(2009)
"Benchmarks" =
set of key
indicators for
water and
sanitation utility
performance

1. PDO Level Indicator One:
Increased accountability and
transparency as evidenced by
26
the percentage of
27
participating municipalities
28
that regularly publish
benchmarks and sub-project
progress information on their
municipal or CSE’s websites,
and on PMU’s Project portal.

Comments

%

0%

45%

50%

60%

70%

80%

100%

Semiannual
report

PMU and
M&E report.
IBNet
benchmarkin
g reports.
IBNet
attendance
list

PMU

"Project
progress
information":
specific to the
sub-project
financed by the
sub-loan

22

Please indicate whether the indicator is a Core Sector Indicator.
UOM = Unit of Measurement.
24
For new indicators introduced as part of the additional financing, the progress to date column is used to reflect the baseline value.
25
Target values should be entered for the years data will be available, not necessarily annually. Target values should normally be cumulative. If targets refer to annual values, please indicate
this in the indicator name and in the “Comments” column.
26
Wherever “percentage” of participating municipalities is measured, the nominator and denominator in absolute numbers will also be reported to adequately reflect progress in a dynamic subproject pipeline.
27
“Participating municipalities” are defined as municipalities that have signed a Sub-Loan Agreement
28
“Regularly" is defined as: minimum on a quarterly basis
23
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Project Development Objective (PDO): No revision
Improve transparency, financial sustainability and delivery of targeted municipal services in the participating municipalities
Baselin
e
22

23

UOM

Start

Core

PDO Level Results Indicators

Original
Project

25

Cumulative Target Values
Progres
s To
Date

2013

2014

2015

2016

2017
Frequenc
y

24

Project
database,
referenced by
feasibility
studies for
respective
sub-projects;

PMU through
independent
consultant

(2012)

No

0

0

2

4

6

8

10

Semiannual
progress
report

Supervision
missions and
PMU M&E

3. PDO Level Indicator Three:
Improved financial
performance as reflected by
the percentage of participating
municipalities achieving
increased revenue earnings
and/or cost savings in
completed sub-projects.

Comments

(2009)

2. PDO Level Indicator Two:
Number of participating
municipalities implementing
institutional development
reforms contributing to the
PDO, as evidenced by the
number of municipalities that
meet 4 or more of the 7
performance criteria (i.e. that
qualify for performance grants).

Methodology

Responsibility
for Data
Collection

Data Source/

%

0%

15%

20%

30%

40%

50%

60%

Midterm
review

Supervision
missions and
PMU M&E

PMU and
PMU through
independent
consultant

"achieving
increased
revenue
earnings and/or
cost savings" is
measured
through the
indicator sheet
that is filled at
sub-project
proposal
submission,
and that is
followed up by
the PMU
throughout
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Project Development Objective (PDO): No revision
Improve transparency, financial sustainability and delivery of targeted municipal services in the participating municipalities
Baselin
e
22

23

UOM

Start

Core

PDO Level Results Indicators

Original
Project

25

Cumulative Target Values
Progres
s To
Date

2013

2014

2015

2016

2017
Frequenc
y

24

Data Source/
Methodology

(2012)

Responsibility
for Data
Collection

Comments

(2009)
implementation

4. PDO Level Indicator Four:
Percentage of participating
municipalities achieving
targeted improvements in
delivery of selected services in
completed sub-projects.

%

0%

15%

20%

35%

50%

65%

75%

Midterm
review

Supervision
missions and
PMU M&E

PMU

"achieving
targeted
improvements
in delivery of
selected
services" is
measured
through the
indicator sheet
that is filled at
sub-project
proposal
submission,
and that is
followed up by
the PMU
throughout
implementation

Intermediate

Results

Cor
e

Intermediate Results and Indicators
Unit

of

Baseline

Progress To

Target Values

Frequency

Data Source/

Responsibility

Comments
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Indicators

Measurement

Original
Project

Date

2013

2014

2015

2016

2017

Methodology

(2012)

for
Data
Collection

Start
(2009)

Intermediate Result 1: linked to Component A of Municipal investments (No revision): Implementation of municipal investments in specific services under
the responsibility of municipalities (and CSEs)
1. Intermediate result indicator
One:
Number of municipalities that
qualify for sub-loans (i.e. meet
the eligibility criteria to
participate in MSIP)
2. Intermediate result indicator
Two:

Number

Number

0

0

21

18

25

20

30

23

35

28

40

32

50

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU
and
supervision
consultant

35

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU
and
supervision
consultant

30

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU
and
supervision
consultant

Number of sub-loans signed

3. Intermediate result indicator
Three:
Number of sub-projects
successfully completed

Number

0

3

5

10

15

20

Intermediate Result 2: linked to Component B of Capacity building and institutional strengthening (No revision): Increased capacity of participating
municipalities and CSEs in delivering services
4. Intermediate result indicator
One:
Number of participating CSEs
and/or municipalities
supported by TA activities
under Component B

Number

0

0

2

4

8

12

15

Semiannual
project
reports,
midterm
review

Supervision
missions,
project
database,
PMU M&E

PMU

"TA
activities" =
either
for
sub-project
preparation,
or
local
capacity
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Intermediate Results and Indicators
Baseline
Results

Unit
of
Measurement
Core

Intermediate
Indicators

Target Values

Original
Project

Progress To
Date

Start

(2012)

2013

2014

2015

2016

2017
Frequency

Data Source/
Methodology

Responsibility
for
Data
Collection

Comments

(2009)
building

5. Intermediate result indicator
Two:
TA contracts supporting
national level institutions
completed to Client’s
satisfaction.

Text

No
TA
Available

1 completed
satisfactorily

Satisf
actor
y

Satisf
actory

Satisf
actory

Satisf
actory

Satisf
actory

Semiannual
project
reports,
midterm
review

Submi
ssion
of
incepti
on
report.

Draft
Strate
gy
submit
ted to
conce
rned
centra
l
agenc
y/mini
stry
and
discus
sion

Final
report
submit
ted to
conce
rned
ministr
y for
review
.

Semiannual
project
reports,
midterm
review

6. Intermediate result indicator
Three:
Continued and sustained
dialogue on institutional
reform as evidenced by
submission and review of
studies to concerned
ministries, such as
development of a Strategy for
Financial Intermediation for
Municipal Investments

Text

No
strategy

No strategy

Procu
reme
nt of
consu
ltants.

Com
menc
ement
of
study.

Supervision
missions,
project
database,
PMU M&E

PMU

Supervision
missions,
project
database,
PMU M&E

PMU

Intermediate Result 3: linked to Component C of Performance-based investment grants (No revision): New municipal performance grant incentive in place
and applied to allocate funds to reforming participant municipalities
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Intermediate Results and Indicators
Baseline
Results

Unit
of
Measurement
Core

Intermediate
Indicators

Target Values

Original
Project

Progress To
Date

Start

(2012)

2013

2014

2015

2016

2017
Frequency

Number

0

2

3

5

7

8

10

Semiannual
project
reports,
midterm
review

Project
database,
PMU M&E

PMU
and
independent
monitoring
consultant

8

Semiannual
project
reports,
midterm
review

Project
database,
PMU M&E

PMU
and
independent
monitoring
consultant

8. Intermediate result indicator
Two:
Number of municipalities
receiving a Performance
investment grant

Methodology

Responsibility
for
Data
Collection

Comments

(2009)

7. Intermediate result indicator
One:
Number of applications to
access funds (Performance
investment grant) under
Component C

Data Source/

Number

0

0

1

3

5

6
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ANNEX 7.2 SUB-PROJECTS RESULTS MONITORING
a) Water and waste water
These indicators are extracted from IBNET
Unit

Description

Notes

Service Coverage
%

1.1 Water Coverage

Population with easy access to water services (either
with direct service connection or within reach of a
public water point)/total population under utility’s
nominal responsibility, expressed in percentage.

%

2.1 Sewerage Coverage

Population with sewerage services (direct service
connection)/total population under utility’s notional
responsibility, expressed in percentage.

Water production and consumption
litres/person/
3.1
day
m3/conn
/month

Total annual water supplied to the distribution system
(including purchased water, if any) expressed by
population served per day & by connection per month.

Water Production

Total annual water sold expressed by population
served per day & by connection per month

3.2 Water Production

litres/person/
4.1 Total Water Consumption
day
m3/conn
4.2 Total Water Consumption
/month
Water consumption split by customer type:
4.3 Residential Consumption
%

4.4 Industrial / commercial Consumption

Shows the split of total water consumption into 4
customer type categories

4.5 Consumption by Institutions & others
4.6 Bulk treated supply
litres/person/
4.7 Residential Consumption
day
Non revenue water
%

6.1

Non Revenue Water

m3/km/day

6.2

Non Revenue Water

m3/conn/day 6.3

Non Revenue Water

Difference between water supplied and water sold
expressed as a percentage of net water supplied; as
volume of water “lost” per km of water distribution
network per day; and volume of water “lost” per water
connection per day.

Meters
%

7.1 Metering level

Total number of connections with operating meter/
total number of connections, expressed in percentage

%

8.1 % sold that is metered

Volume of water sold that is metered/ Total volume of
water sold, expressed in percentage

Network performance
breaks/km/yr
9.1 Pipe Breaks
.

Total number of pipe breaks per year expressed per
km of the water distribution network

blockages/k
m/yr.

Total number of blockages per year expressed per km
of sewers

10.1 Sewer System Blockages
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Operating Cost and staff
1

US$/m3 sold 11.1 Unit Operational Cost W&WW

Total annual operational expenses /Total annual
volume sold.

US$/m3
produced

Total annual operational expenses /Total annual water
produced.

1

11.2 Unit Operational Cost W&WW

1

Annual water service operational expenses /Total
annual volume sold.

US$/m3 sold 11.3 Unit Operational Cost – Water only
%

11.4Operational Cost Split - % Water

%

11.5Operational Cost Split - % Wastewate

US$/WW
pop served

11.6 Unit Operational Cost – Wastewater

#/’000
W&WW
conn
#/’000 W
conn

1

Annual wastewater operational expenses / Population
served

12.2  Staff W&WW/’000 W&WW conn.
Total number of staff expressed as per thousand
connections

12.1 Staff W/’000 W conn.

#/’000 WW
conn

12.5 Staff WW/’000 WW conn

#/’000
W&WW pop
served

12.4 Staff W&WW/’000 W&WW pop
served

#/’000 W
pop served

12.3 Staff W/’000 W pop served

#/’000 WW
pop served

12.6 Staff WW/’000 WW pop served

%

Split of the total cost into water and wastewater

Total number of staff expressed as per thousand
people served

12.7 Staff % Water

Repartition of staff

12.8 Staff % Wastewater

Quality of service
Hrs/day

15.1 Continuity of Service

Average hours of service per day for water supply.

%

15.2 Customers with discontinuous supply

The % of customers with a water supply that is
discontinuous during normal operation.

% of #
required

15.3 Quality of water supplied: nr of tests
for residual chlorine

The number of tests carried out on samples taken
from the distribution system, as a % of the number
required by the standard that applies. This may
exceed 100%. Operational samples, or any others that
were not taken to check compliance with the standard,
are excluded.

%

15.4 Quality of water supplied: samples
passing on residual chlorine

The % of samples tested for residual chlorine that
pass the relevant standard

% of W&WW
16.1 Complaints about W&WW services
conn

Total number of W&WW complaints per year
expressed as a percentage of the total number of
W&WW connections

%

17.1 Wastewater – at least primary
treatment

Proportion of collected sewage that receives at least
primary treatment, i.e. involving settlement with the
intention of removing solids, but not biological
treatment. Both lagoon and mechanical treatment can
be included, where appropriate.
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%

17.2 Wastewater primary treatment only

Proportion of collected sewage that receives primary
treatment only, i.e. involving settlement with the
intention of removing solids, but not biological
treatment. Both lagoon and mechanical treatment can
be included, where appropriate.

%

17.3 Wastewater secondary treatment or
better

Proportion of collected sewage that receives at least
secondary treatment, i.e. removing oxygen demand as
well as solids, normally biological. Both lagoon and
mechanical treatment can be included, where
appropriate.

Billing and collection
US$/m3
water sold

18.1 Average Revenue W&WW

Total annual W&WW operating revenues expressed
by annual amount of water sold

US$/m3
water sold.

18.3 Average Revenue – water only

Operating revenues (W only) expressed by annual
amount of water sold.

% of total for 18.4 Revenue Split - % water
W&WW
18.5 Revenue Split - % wastewater

% split of total revenue into water and wastewater

18.6 Water revenue – residential
% of total
water
revenue

18.7 Water revenue –
industrial/commercial

% split of water revenue by customer type

18.8 Water revenue – institutions & others
18.9 Water revenue – bulk treated supply

%

23.2 Collection ratio

Cash income / Billed revenue as a %

Financial Performance
Ratio

24.1 Operating Cost Coverage

Total annual operational revenues/Total annual
operating costs

%

25.1 Debt Service Ratio

Cash income / Debt service * 100

b) Solid Waste management
Unit

Description

Notes

Coverage (extension)
%

Population covered

Population living and working within appropriate
distance of containers

inh/km2

Average density of population

For relevance of project. Help to differentiate little
projects with huge impact and small ones

cont/inh

Repartition of containers

Containers by population

Rate of collection (improvement)
Average rate of collection
Rate of collection of domestic and
municipal waste
%

Rate of collection of commercial and
industrial waste

Number of days of collection in a year

Rate of collection of recycling
% of domestic and municipal waste
% of commercial and industrial waste

Repartition of wastes. On total collection volume
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% of construction and demolition waste
% of recycling on total collected
% of hazardous waste on total collected
Efficiency (improvement and extension)
t collected
/day/inh

Total tonnage collected

more an indicator of the education level but can also
indicate a better service and extension

%

Staff service

Staff / population

%

Staff efficiency

Staff / ton collected

km/t
collected

Efficiency of routes

Average distance by ton collected (Keep in mind the
Density of Population)

CO2/t
collected

Carbon emissions

Green trucks AND efficiency

%

Complaints of population

%

Complaints of staff

Maintenance and operation (mostly improvement but extension as well)
US$/ t
collected

Operating costs for collection

For trucks

US$/ t
collected

Cost of maintenance for trucks and
containers

For trucks and containers (collection)

US$/ t
disposed of

Operating costs for disposal

For installations (disposal)

US$/ t
disposed of

Cost of maintenance for disposal
installations

For installations (disposal)

%

Replacement rate for trucks

%

Replacement rate for containers

Disposal (new unit)
Solid waste disposed of in appropriate
%
landfill
Solid waste incinerated with production of
%
energy
%

Recyclable solid waste recycled

%

Hazardous waste properly disposed of

%

Solid Waste diverted to other
municipalities/regions/countries

Some collected containers might have to be discarded
because the sorting is not done properly

c) Street Lighting
Unit

Description

Notes

Coverage (extension)
%

Population covered

Population living and working in streets with
appropriate illumination

inh/km2

Average density of population

For relevance of project. Help to differentiate little
projects with huge impact and small ones

Km

Streets covered

km of streets with appropriate illumination
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%

Streets covered

km of streets covered / total km of streets

Coverage (extension and improvement)
High traffic streets
Medium traffic streets
Small Traffic streets

Repartition by type

Sidewalks / Alleys
Parks
High traffic streets covered with average
illumination >
%
Medium traffic streets covered with
average illumination >
Small traffic streets covered with average
illumination >

Number of streets with better illumination / total
number of streets (by type)
Establish a survey to asses qualitatively the improve in
lighting by type of street

Sidewalks / Alleys covered with average
illumination >
Parks covered with average illumination >
Efficiency (mostly improvement but extension as well)
H

Hours of lighting

Number of hours of lighting during a day

kW

Energy efficiency of lamps

Annual electricity used / number of lamps/ annual
hours of lighting

L / kWh

Luminous efficiency of lamps

Average illumination / average annual electricity used
by lamp

Maintenance (mostly improvement but extension as well)
%

Annual bulb replacement rate

For durability of bulbs

%

Annual lamps/poles replacement rate

For solidity of new material / resistant to degradation

US$/pole

Annual cost of maintenance

Annual cost of maintenance by pole

Social (extension and improvement)
%

Night crime rate

%

Night traffic accidents rate

US$ / m2

Real estate value

Average Real estate value / m2

%

Satisfaction of night businesses

% of businesses which think have increased their
earnings thanks to the better lighting

%

Complaint

d) Transportation
Unit

Description

Notes

Coverage (extension)
%

Population covered

at less than 500m of a station for a subway, 250m for
a bus.

inh/km2

Average density of population

For relevance of project. Help to differentiate little
projects with huge impact and small ones

St / inh

Stations coverage

St / km2

Stations coverage
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St / lkm

Stations repartition

%

PTA users rate

To understand the network / by type ?
nb of tickets used + nb of season ticket's holders /
population

Efficiency (improvement and extension)
US$ / user /
day

PTA Operating cost

cost by day for PTA / PTA users

PTA Operating cost

cost by day for PTA / number of km

Staff coverage

Staff / population

%

Staff efficiency

Staff / PTA users

%

'Clean' transportation

Comparison by type of transportation: number of
'clean' PTU / number of PTU

CO2/ user /
day

Carbon emissions

Green service AND efficiency

%

Complaints of population

%

Complaints of staff

s

Average wait for passenger at station

s

Average frequency of PTU passage
during day

s

Average frequency of PTU passage
during nights/evening

km/h

Average speed of service

(by type of transportation: bus, subway, tramway,
trolley…)

%

Roofed stations

Number of roofed stations / number of stations

%

Accident rate

number of accidents by PTA user (outside
transportation) and by km

%

Accident rate

number of accidents by km

s/day/inh

Average time to find a parking space

Average time to find a parking space/day/pop

s/day/inh

Average time spent in traffic jam

Average time spent in traffic jam/day/pop

Air pollution

See regulations and indicators on air pollution

%

Access in PT for persons with reduced
mobility (PRM)

by type ?

%

Access in stations for PRM

%

Motorization rate

US$ / km /
day
%

Annual number of complaints / pop // Satisfaction of
service
Annual number of complaints / staff // Work conditions
(by type of transportation: bus, subway, tramway,
trolley…)

Social

by type ?
% of the population owning one car or more
(motorbike included)

Maintenance (mostly improvement but extension as well)
US$/ pass

Cost of maintenance by PTA user

US$/ km

Cost of maintenance by km

%

Replacement rate of PTU

%

Replacement rate for stations

%

Breakdowns

Might be needed to differentiate by type

Number of breakdowns / km
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ANNEX 7.3. APPRAISAL

PROCEDURE FOR CONSTRUCTION OF NEW

KINDERGARTEN

BACKGROUND INFORMATION
Current network
Kindergarten services are provided by the municipalities, but the costs are covered from the
state budget with block grants mainly based on the number of pre-school age children
receiving the services in jurisdiction. Responsibility to manage kindergartens was transferred
to those municipalities that entered 2nd phase of decentralization29. Financing with block
grants means that those local governments where pre-school services were provided before
the transfer of responsibilities are in a better starting position as they by rule receive
transfers for kindergartens located at their territory. Last available data of 2014 indicate that
kindergarten services were provided in 46 municipalities (out of 80 existing) in 57 facilities
located in about 183 objects. Besides in 24 villages and 5 municipalities are organized
groups on children care.
New facilities are financed from the state budget and decision on increasing the network is
done on annual basis in the state programs on children protection. There is not national
strategy on pre-school institutions development and needs. Evaluation of needs is done on
case by case basis in reference to demographic and institutional data.
The number of kindergartens is gradually growing. In 2012 construction of new objects was
completed in Aerodrom, Rosoman, Lipkovo, Saraj, Gjorce Petrov (Novoselski pat), Dojran,
and capacity of existing kindergarten “Astibo” in Stip was extended. In 2013 the Ministry of
Labor and Social Policy (MLSP) plans extension of capacities by transfer and adaption of
existing spaces into kindergartens in rural settlements in v.Topolcani (Prilep), v.Dobroste
(Tearce), v.Jankovec (Resen), v.Kalugernica (Radovis), v.Krivolak (Negotino), v.Beli
(Kocani), v.Rankovce (Rankovce), v.Trsino (Vinica), v.Cesinovo (Cesinovo-Oblesevo),
v.Tremnik (Negotino), v.Pepeliste (Negotino), v.Bogovinije (Bogovinije), Dojran and Gradsko.
The existing capacities are fully used in 25 municipalities only. In this group many
municipalities do not only accept more children than capacity of the pre-school institution,
but have also waiting list of those who may not be accepted. On the other hand, 21
municipalities that possess kindergartens on its territory do not fully use available capacities
(see table below). The efficiency measured by the number of children per employee
indicates wide spread: from 3.5 to 10.3.
Analysis on network of kindergartens conducted by the MLSP presented in the annual
program on children protection indicates that in 2013 the service is provided to 18% of
children in age up to 6 years, or 27,730 children, which indicates growth by 2% in
comparison with the previous year. Average use of existing capacities is 116.7%. Those
indicators imply the need of extension of kindergartens network, which will be partially
satisfied with adapting by the Ministry 14 rural locations and transferring them into
kindergartens as well with formation of new groups in existing institutions.

29

nd

First group of municipalities (42) entered 2 phase of decentralization on September 1, 2007
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Table 1: Basic data on kindergartens in Macedonia (2013)

Source: SSO, Institutions for care and education of children - kindergartens 2013, 2.4.14.01 770
Note: Rosoman and Cheshinovo-Obleshevo were not included in this publications and are added based on
Ministry of Labor and Social Policy data
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The UNICEF support allows functioning centers on children development in the mostly
endangered rural settlements. In the framework of Roma Decade, in 20 Macedonian
municipalities the project is implemented on “Inclusion of Roma children in public pre-school
facilities”. The project is financed with funds of the MLSP, Roma Educative Fund and
municipalities.
From 2013 the revisions of Law on children protection allows municipalities within City of
Skopje to be founders of kindergarten (besides the government, municipalities and the City
of Skopje).

LEGAL FRAMEWORK
Legal framework for kindergarten services is defined in “Law on children protection” (Official
gazette 12/14 and 44/14), “Rulebook on standards and norms on kindergarten services”
(Official gazette 28/14 and 40/14), annual “Decision on methodology and criteria on
distribution of block grants on kindergartens”, annual “Program on development of child
protection” and Convection on children rights, Millennium development goals in section on
1st development goal (decrease in poverty), and other documents which reflect on-going
convergence with EU regulations.

PROCEDURES FOR ESTABLISHING AND PERFORMING ACTIVITY OF PUBLIC KINDERGARTEN
Obtaining a legal entity status
•
•

Kindergarten is established by the municipality and the Municipality of the City of Skopje.
Municipal Council adopts decision for establishing public kindergarten, upon prior opinion
obtained by the MLSP.

•

MLSP, on the basis of analysis submitted by the municipality on the need for
construction of public institution for children, as well as the data on the number of
children up to 6 years obtained from the State Statistical Office, considers the
justification for construction of new kindergarten. If the construction of public facility is
justified and following the allocation of funds from the Budget of the Republic of
Macedonia/Municipality Budget, the facility construction is envisaged in the Program on
Development of Child Protection for the appropriate fiscal year. Mentioned Program is
adopted by the Government of the Republic of Macedonia, being published in the Official
Gazette.

•

Following the completed construction and obtained usable license, the municipality
submits request for approval for establishing kindergarten to the Ministry.

•

Pursuant to Article 71 of the Law on Child Protection, institution for children may be
established and start its operations if the conditions envisaged therein are fulfilled.

•

Founder of the kindergarten is obliged, when establishing public institution for children, to
establish Commission, which will carry out all preparations for starting its operations,
pursuant to the Law on Child Protection.

•

Minister of Labor and Social Policy establishes Commission, composed of three
members for performing direct insight, so as to determine whether the conditions
determined by this Law, as well as the other regulations are fulfilled, on basis of which,
opinion is prepared (being necessary to the founder when reaching decision for
establishing kindergarten).
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•

Institution for children may start its operations after the Minister determines whether the
conditions determined by this Law and the other regulations are fulfilled and it will adopt
Decision on performing the activity.

•

Decision on performing activity should be adopted on the basis of opinion by the
Commission.

•

Following the adoption of the decision by the Minister, the institution for children is
registered in the Central Registry of the Republic of Macedonia.

•

Institution for children is registered in central registry of institutions, being kept by the
MLSP. Municipality, as for its area, also keeps registry for public institutions for children.

•

Enlargement of the programs for performing activity of the kindergarten (construction of
new facility, within the existing public institution – kindergarten, provisions referred to in
Articles 100 and 102 of the Law on Child Protection, are applied).

Staffing
• Activity - taking care and educating pre-school children is performed by employees in the
following employment profiles: carers, educators, expert associates (senior nurses, social
workers, music pedagogues, artistic pedagogues, physical education pedagogues), expert
workers (pedagogue, psychologist, social worker, logopede, doctor, pediatrician, lawyer,
economist, defectologue) and other profiles of employees (cookers, assistant cookers,
etc.) and administrative staff. Number of groups in the kindergarten is basis for determining
the standards for the necessary working hours for performing the activity, i.e. being basis
for determining the necessary number of workers in line with the Rulebook on the
Standards and Norms on Performing the Activity of a Kindergarten.
• Founder of public institution submits request for employing staff in the public institution kindergarten, to the MLSP.
• Ministry of Labor and Social Policy, submits request for providing consent and funds for
employing workers in the public institution, to the Ministry of Finance.
• When obtaining consent by the Ministry of Finance, MLSP submits it to the founder.
• In line with the existing legal regulations, founder starts the procedure by announcing
public notice for employment of workers in the public institution.

Financing

• Financing of the function of the institutions for child protection (salaries and allowances for
employees and costs for goods and services) is provided with funds from the Budget of the
Republic of Macedonia through block grants. Total amount of block grants is determined in
the Budget of the Republic of Macedonia. Manner of distribution of the amount of funds by
municipalities is determined in the Decree on Methodology for Determining Criteria for
Distribution of Block Grants for Public Institutions for Children - kindergartens by
municipalities. Decree is adopted by the Government of the Republic of Macedonia for
each fiscal year respectively, being published in the Official Gazette.
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RULES ON BLOCK GRANTS
The formula of block grants is defined in governmental decree approved annually, but has
not been changed for last few years. The block grants are transferred from the State Budget
to the Municipality on a monthly base. Block grants are calculated as: Block grant = basic
amount * coefficient
where: Basic amount = cost per child per pre-school care * number of children
Coefficient is defined based on the number of employees and level of used capacity

APPRAISAL CRITERIA UNDER MSIP FINANCING
The following minimum information will be required as a basis for appraisal of sub-projects
on construction of new kindergartens:
(i) Assessment of local needs in pre-school treatment and existing infrastructure – indicators
for the municipality vs. Macedonia (State Statistical Office data)
•

Number of kindergartens (public and private)

•

Number of children not accepted due to lack of capacity

•

Capacity of kindergartens measured by the number of beds

•

Used capacity measured by the number of beds

•

Number of children in kindergartens (total and by age)

•

Number of children per group (total and by language of performed activity)

•

Number of employees per children (administrative and teachers)

(ii) Assessment of existing capacities (use of capacities (public and private), personnel
gaps, financial requirements, equipment, etc.);
(iii) Population and demographic growth by area/ municipal district, including growth
projections in the short-, medium- and long-term. Demographic analysis of the
population flows should include economic developments, fertility, migration flows, etc.
(iv) Assessment of alternatives, including and not limited to: rehabilitation of existing
buildings, transfer to other neighboring kindergartens, regional consolidation,
adaptation of new spaces, interest of private investors;
(v) Assessment of other funding sources, in particular grants or interest free donor funds;
(vi) Coverage of municipal needs in state programs and in municipal strategic documents
(studies, analyses, strategies);
(vii) Existing projects at the municipal level in the area of pre-school care;
(viii) Qualitative and quantitative goals of the project;
(ix) Detailed cost calculation, including operation, maintenance, and capital renewal cost of
selected option and considered alternatives.
(x) Estimation of expected grant based on adopted formula vs. estimated incurring costs;
(xi) Financial viability of the project;
(xii) Evaluation of municipal capacity for co-financing the maintenance of the institution;
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(xiii) Approvals from the relevant institutions. Submitting the sub-project on construction of
kindergarten to the World Bank the municipality will have to provide the following
documents:
• Municipal Council decision on new public kindergarten,
• Opinion and approval from the MLSP justifying the need of creation of new public
kindergarten,
• Information to the government on creation of new public kindergarten financed with
MSIP loan with announcement of future operation expenditures and sources of
financing.
Once the institution is constructed and functional, it will automatically receive block grant
funds for its operations according to the general formula adopted on annual basis for all preschool institutions.
The analysis conducted according to the above mentioned structure should provide answers
to the following questions that will be part of the submission form:

•
•

Is the creation of new kindergarten justified by the demographic data?

•

Has the municipality applied to the MLSP for construction of public kindergarten?

•

Was it evaluated by the MLSP as justified?

•

Has the municipal Council adopted decision on new public kindergarten?

•

Is construction of kindergarten included in local capital investment plan or other
strategic municipal documents?

•

Was the government
institution/object?

•

Is new public kindergarten financially or economically justified?

Is the creation of new kindergarten justified by the lack of existing infrastructure?

informed

about
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construction

of

new

kindergarten

ANNEX 8: IPA – RURAL INFRASTRUCTURE COMPONENT (IPA-RIC)
PROCEDURES

BACKGROUND
Following the transfer, on the request of National Authorities and approved by the EU
Budget Authority, of 2013 commitment appropriations from IPA Component V (€ 18 million)
to Component I, a financing decision has been adopted by the EU on 17 December 2013
(C(2013) 9470) specifying the purpose and the conditions related to the use of these funds.
It has been decided that an amount of EUR 15.5 million will be transferred to the World Bank
ongoing Municipal Services Improvement Project, where a separate grant window for rural
infrastructure will be opened, allowing the financing of rural infrastructure projects similar to
those that would have been eligible for the same measure under IPARD.
The total amount of the programme, adding the national co-financing (25% - EUR 5,167
million) is EUR 20,667 million.
Consequently, there is a need to update the Project Operation Manual (POM) of the
Municipal Service Improvement Project (MSIP). This annex provides the detailed rules and
procedures related to the implementation of the IPA – Rural Investment Window.
These resources will be used to finance priority infrastructure investments in eligible
municipalities that will contribute to improvement of economic, social and territorial
development of the rural areas, with a view to a sustainable and inclusive growth aimed at
improving and developing rural infrastructure, thus providing conditions for the development
of the rural economies, stemming rural depopulation, addressing regional disparities and
increasing the attractiveness of rural areas for private individuals and entrepreneurial
activity.
The rationale for establishing the IPA-Rural Investment Window under the current MSIP
project for rural infrastructure investments refers to: (i) addressing the existing gaps in
investments and service coverage between rural and urban settlements; (ii) providing grants
for municipalities with relatively weaker financial capacity which cannot afford to borrow; and
(iii) helping to absorb IPA funds.

IPA-RIC SPECIFIC OBJECTIVES
The IPA-Rural Infrastructure Window has the following specific component level objectives:
i) To improve quality of life and working conditions in rural areas;
ii) To decrease urban / rural disparities in terms of socio-economic development;
iii) To improve the competitiveness of rural areas.
These specific component level objectives will contribute to achievement of the overall
objective of the MSIP project.

IPA-RIC DESCRIPTION
The IPA-RIC will form the Component E of the current MSIP. It will consist of three subcomponents:
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E.1: Investment grants. This sub-component will provide investment grants to the
municipalities for financing physical infrastructure that enable rural areas improvements in
water supply, sewage, roads, energy sources, public facilities or any other municipal
priorities. The physical infrastructure investments will improve quality of life and working
conditions in rural areas, will address disparities in levels of development between urban
and rural areas, will improve competitiveness of rural areas.
E.2: Technical assistance. Technical assistance in form of consulting services and training
would be available to the municipalities for preparation of the technical documentation of
projects, relevant analysis and studies related to projects, in order to ensure that all potential
eligible municipalities can benefit in a relevant, effective, efficient and sustainable manner
from this Investment grants facility. Hence, under this sub-component the support may be
provided in preparation of the projects for future IPARD Rural Infrastructure Program.
E.3: Operational costs. Operational expenditures related to the implementation of this
component E.

Table 1: Financing construction and type of expenditures
EU IPA
NCF
share
share
Description
(EUR)
(EUR)
(EUR)
E.1.
17,900,000 13,512,500 4,387,500 Infrastructure investments (goods
Investment
and works) – the same that are
grants
financed under the current MSIP
project and the National Rural
Development Program
E.2. Technical
1,300,000
975,000
325,000 Goods, consulting services and
assistance
training for the IPA grant
beneficiaries and national
institutions
E.3.
614,500
160,000
454,500 Goods, consulting services,
Operational
training and operating costs
costs
related to implementation,
monitoring, control and
supervision of activities financed
with Component E
World Bank
852,500
852,500
0 The fee is charged only against
Administrative
the EU IPA funds (15.5 mills
fee
EUR) and is paid out of the IPA
funds.
Total: 20,667,000 15,500,000 5,167,000
Amount

Item

Note: WB administrative fee used in calculations is equal to 5.5%

BENEFICIARIES
Final beneficiaries are local self-government units as defined in the Law on territorial
organization of the local self-government of Republic of Macedonia (OG 55/04 and its
subsequent amendments). The IPA investment grants will mainly target rural municipalities,
but urban municipalities with rural settlements will also be eligible if such urban
municipalities consider infrastructure investments in their rural settlements. According to the
official list of rural areas and rural settlements in the Republic of Macedonia (Official Gazette
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No.89/2011), out of the total 80 municipalities in the Republic of Macedonia, 78
municipalities would be eligible, out of which 61 are rural and 17 are urban. Only
municipalities Cair and Centar will not be eligible, due to the fact that they do not have rural
areas in their territory.
Table 2: Municipalities eligible for financing under component E
Municipality

(km )
38
141
143
164,3
231
35
291
423
129
430
201,04
177
55,82
97
176,93
229,7
233
88
267,82
166
663,19
251,2
773
257
222
54
240,71
133
223
451
276
136,54
157
107
727

Populatio
n
2002
11,597
28,997
14,260
15,855
12,122
2,433
3,760
5,507
3,426
13,568
24,390
4,077
3,264
15,894
10,790
4,012
3,536
6,150
27,058
2,858
8,618
6,710
3,549
11,567
8,255
4,545
4,144
4,141
5,656
4,840
17,246
22,454
25,399
6,519
7,673

132,2
215
595
114
780,13
85
422,39
312

7,490
8,493
13,941
8,707
9,497
19,542
17,505
4,545

Land

Rural municipalities

2

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Aracinovo
Bogovinje
Bosilovo
Brvenica
Vasilevo
Vevcani
Gradsko
Debarca
Dojran
Dolneni
Zelino
Zelenikovo
Zrnovci
Ilinden
Jegunovce
Karbinci
Konce
Krivogashtani
Lipkovo
Lozovo
Mavrovo i Rostushe
Mogila
Novaci
Novo Selo
Petrovec
Plasnica
Rankovce
Rosoman
Sopishte
Staro Nagoricane
Studenicani
Tearce
Vrapcishte
Centar Zupa
Cashka
Ceshinovo
i
Obleshevo
Cucer Sandevo
Berovo
Bogdanci
Demir Hisar
Debar
Delcevo
Demir Kapija
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305
206
100
97
52
70
13
13
27
32
121
23
58
164
61
17
15
70
101
17
13
27
5
45
37
84
17
31
25
11
62
164
162
61
11

Rural
populatio
n
11,597
28,997
14,260
15,855
12,122
2,433
3,760
5,507
3,426
13,568
24,390
4,077
3,264
15,894
10,790
4,012
3,536
6,150
27,058
2,858
8,618
6,710
3,549
11,567
8,255
4,545
4,144
4,141
5,656
4,840
17,246
22,454
25,399
6,519
7,673

Urban
Populatio
n
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

57
40
23
76
12
230
41
15

7,490
8,493
13,941
8,707
9,497
19,542
17,505
4,545

0
0
0
0
0
0
0
0

Populatio
n density

44
45
46
47
48

Gevgelija
Kratovo
Kriva Palanka
Krushevo
Makedonska
Kamenica
Makedonski Brod
Negotino
Pehcevo
Probishtip
Resen
Radovish
Sveti Nikole
Valandovo
Vinica
Kavadarci
Kicevo
Struga
Kocani
Aerodrom
Bitola
Butel
Veles
Gazi Baba
Gostivar
Gorce Petrov
Karposh
Kisela Voda
Kumanovo
Ohrid

484
375,44
480,81
190

22,988
10,441
20,820
9,684

47
28
43
51

22,988
10,441
20,820
9,684

0
0
0
0

Urban municipalities

190,37
8,110
43
8,110
0
875
7,141
8
7,141
0
414
19,212
46
19,212
0
207
5,517
27
5,517
0
325,57
16,193
50
16,193
0
739
16,825
23
16,825
0
502
28,244
56
28,244
0
483
18,497
38
18,497
0
331
11,890
36
11,890
0
432,67
19,938
46
19,938
0
998
38,741
39
38,741
0
49,14
56,749
49
56,749
0
469
63,376
135
63,376
0
375,44
38,092
101
38,092
0
21,85
72,009
3,296
20663
51346
422,39
105,644
250
31,094
74550
54,79
36,154
660
22149
14005
518
55,108
106
11392
43716
110,86
72,617
655
20646
51971
375
81,042
216
45195
35847
66,93
41,634
622
32593
9041
35,21
59,666
1,695
3421
56245
34,24
57,236
1,672
20091
37145
509,48
105,484
207
29209
76275
392
55,749
142
13716
42033
1194,4
73
Prilep
4
76,768
64
10522
66246
74
Strumica
311
54,676
176
19365
35311
75
Saraj
229,06
35,408
155
30176
5232
76
Tetovo
261,89
86,580
331
33665
52915
77
Shtip
583,24
47,796
82
4144
43652
78
Shuto Orizari
7,48
22,017
2,943
6,664
15353
Source: 2002 Census of population, households and dwellings in the Republic of Macedonia, Official
list of rural areas and rural settlements in the Republic of Macedonia (Official Gazette No.89/2011).
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72

ELIGIBLE AMOUNT OF INVESTMENT GRANT PER TYPE OF MUNICIPALITY
In order to promote and support rural development this sub-component outlines different
investment grant ceiling for rural and urban municipalities in favor of the rural ones.
Therefore for the first call for proposal ceiling for rural municipalities is 260,000 EUR per
municipality, while ceiling for urban municipalities is defined as 120,000 EUR per
municipality.
These ceilings apply for the first Call for Proposal. In case a second call for proposals is
effected, the investment sub-grant ceiling may be revised with prior approval from the World
Bank and Donor.
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ELIGIBLE INVESTMENTS
Sub-projects proposed by the Municipalities to be financed with grants under Component E
would need to meet the following conditions:
• The proposed sub-projects must contribute to achieving the project objective and must
contribute to achieving the specific objectives of this component and at the same time be in
line with the municipal functions and responsibilities governed under the respective laws on
local-self governments;
• They are mainly, but not limited to, infrastructure projects in water supply, wastewater
collection and treatment (village sewage plants and sewerage systems for population
equivalent comprises between 2,000 and 10,000), solid waste management, local roads,
market infrastructure, tourism infrastructures, energy supply, renewable energy, energy
efficiency projects, village street improvement, recreational areas, house of culture, schools,
kindergartens, parks, street lighting, renovation of municipal building, and more generally,
the proposed investment sub-projects shall consists of infrastructure projects that improve
the socio-economic and territorial development and/or the protection of the environment in
rural areas.
• The proposed sub-project is considered a priority for the pertinent EC IPA participating
municipality pursuant to relevant strategic municipal planning documents and must have
been approved by the corresponding municipal Council.

The following investments will not be eligible for financing with grants:
• All activities related to preparation of the urban planning documents, because this activity
is not allowed under the on-going MSIP project;
• All projects classified as World Bank A category pursuant to the World Bank Operational
Policy 4.01 on Environmental Assessment: a project is classified as category A if it is likely to
have significant adverse environmental impacts that are sensitive, diverse, or
unprecedented. These impacts may affect an area broader than the sites or facilities subject
to physical works.
• All activities related to new municipal landfills (category A projects);
• All activities related to wastewater collection and treatment for population equivalent over
10,000 (category A projects);
• Irrigation projects (the WB classifies irrigation projects under the agriculture sector not as
municipal service);
The eligible expenditures under this component comprise civil works, goods, (consulting)
services, training costs and operating costs related to the implementation of component
activities. All categories of expenditures under this component do not include taxes and
public duties on the territory of the Republic of Macedonia.
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IMPLEMENTATION PROCEDURES
Phase1: Call for proposal
After signing the EU-financed Recipient Executed Trust Fund (RETF) Agreement between
the IBRD – World Bank and the Republic of Macedonia, the Ministry of Finance as
implementer of the MSIP will launch a Public Call for proposals. The Call will be announced
in two national newspapers (one in Macedonian and one in Albanian) and published at the
official Ministry of Finance website. The Call will provide the following minimum information:
• Brief summary of the component E;
• Rules related to the eligibility of beneficiaries;
• Rules related to the eligible amount per type of municipalities;
• Rules related to the types of eligible and ineligible investments;
• Type of eligible and ineligible expenditures;
• Type of documents requested for submission;
• Deadline for application (place and date).
Municipalities will have ninety (90) days to submit an application. Eligibility criteria remain the
same as under component A.
Way of application to the call for proposals
To respond to the call for proposals, the municipality should submit (1) Project Information
Fiche (Appendix 1), (2) technical documentation and (3) municipal Council decision on
project acceptance as a strategic priority.
Project Information Fiche is a questionnaire to be completed by the municipality for the subproject submitted for further evaluation. The PIF comprises the following parts:
(i) Sub-project proposal, which will include at least:
• Sub-project description and investment costs; and
• Documentation prepared so far and technical assistance needs.
(ii) Documents to be submitted by the municipality:
• Detailed design in case of works or technical specification in case of supplies for the
proposed sub-project;
• Decision about the priority of the sub-project issued by the pertinent Municipal Council.
(iii) Additional information;
• Budget line for visibility of the project and visibility of EC IPA funding.
All other relevant documents such as: review of the design, environmental impact
assessment report, construction permits, etc., might be submitted by the municipalities at the
time of application, but are not required and are not subjects to evaluation at the application
stage.
Detailed design is a technical documentation on the basis of which the construction permit is
issued and according to which the future investment project would be implemented. The
detailed design can be done for different parts depending on the type of project and may
include the following:
- Detailed design for architecture;
- Detailed design for static calculations;
- Detailed design for road;
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- Detailed design on electric;
- Mechanical and thermo-technical detailed design;
- Hydro-technical detailed design etc.
According to the Law on Construction (Official Gazette of RM br.70, 79, 137, 163/13) and
Rulebook on the content of the project, marking of the project, the method of verification of
the project by the officials and way of usage of electronic records (Official Gazette of RM no.
71/09, 24/11, 13/13 and 81/13) the following elements are fundamental in any detailed
design for the investment project:
Construction /
extension of
buildings
Terms of
reference
Certificate for no
objection from
service provider
(power, water
supply, telecom
etc.)
Spatial planning
document
Technical
description
Calculations:
structure,
electrical,
mechanical,
plumbing
Drawings and
Details
Bill of quantities
and Investment
costs

Sewage / Storm
drainage

Water supply

Minimum elements in the detailed design
Terms of
Terms of
Terms of
reference
reference
reference
Certificate for no
Certificate for no
Certificate for no
objection from
objection from
objection from
service provider
service provider
service provider
(power, water
(power, water
(power, water
supply, telecom
supply, telecom
supply, telecom
etc.)
etc.)
etc.)

Technical
description
Hydro technical
calculations

Drawings and
Details
Bill of quantities
and Investment
costs

Elaborate on
geotechnical
investigations

Elaborate on work
protection
Elaborate on
environmental
protection
Elaborate on
firefighting

Roads

Elaborate on work
protection
Elaborate on
environmental
protection

Technical
description
Structure
calculations

Technical
description
Hydro technical
calculations

Drawings and
Drawings and
Details
Details
Bill of quantities
Bill of quantities
and Investment
and Investment
costs
costs
Other documentation
Elaborate on
Report on
geotechnical
hydrology
investigations

Elaborate on work
protection
Elaborate on
environmental
protection

Elaborate on
work protection
Elaborate on
environmental
protection
Certificate on
water quality

Energy efficiency

Terms of
reference

Technical
description
Thermo technical
calculations

Drawings and
Details
Bill of quantities
and Investment
costs
Elaborate on
geotechnical
investigations (if
underground
water is a
resource)
Elaborate on work
protection
Elaborate on
environmental
protection

For the purpose of application the municipalities are expected to provide detailed design
comprising minimum elements as presented in the table above. As concerns “other
documentation” technical assistance could be mobilized from the E.2 component on the
request of the municipality.
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If the municipality applies to the call with the project on waste water collection and treatment,
the provision of detailed design will not be obligatory. The municipality will be able to request
in the application technical assistance in preparation of the detailed design for this type of
projects. The MSIP will mobilize funds from the technical assistance component to prepare
detailed design on behalf of that municipality.
In case a rural municipality does not submit an application to the CfP, the MSIP PMU shall
approach the pertinent municipality to find out the reason for not having submitted an
application. A report shall present the results of the investigation. In case that for some rural
municipalities the reason is lack of prepared detailed design, the PMU shall provide support
to the preparation of detailed design. The sub-projects from these rural municipalities may
be funded at a later stage.
Within the maximum ceiling, each municipality may apply with maximum of three subprojects.
At the same time, the municipality may apply with a project of higher value than the
maximum grant ceiling, but needs to provide solution for financing of the remaining project
amount. Possible source of financing could be: municipal budget, MSIP sub-loan, donor
funds, commercial borrowing or other.
Phase 2: Evaluation of the submitted projects and signing the IPA grant agreement
The MSIP PMU will do preliminary review of the submitted municipal projects and will create
a list of selected municipalities and sub-projects (“EC IPA Participating municipalities”) and
non-selected municipalities and sub-projects based on the following criteria:
i) Municipalities are within the list of eligible municipalities;
ii) The sub-project is within the list of eligible types of sub-projects;
iii) Technical documentation is submitted;
iv) The project is strategic priority of the municipality and the corresponding Council
decision is submitted.
The template of such list is presented below. Both lists will be approved by the WB and the
Donor and then submitted to the MSIP Steering Committee (SC) for its review and approval.
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Checklist on meeting basic criteria on participation in the IPA component:
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After approval of the lists the MSIP PMU will inform all interested municipalities about the
acceptance/rejection of their project(s). Based on the list of eligible municipalities/projects
the MSIP PMU will prepare a procurement plan for the component E and will submit it to the
World Bank for approval. These activities will be conducted within 1 month after the deadline
for submission of the projects.
The second activity during this phase is detailed review of the technical documentation
submitted by the municipalities to the MSIP PMU and provision of comments or approval of
the documentation. During this phase, the municipality in cooperation with MSIP PMU
needs: to complete and improve quality of the technical documentation according to the
comments received by the MSIP PMU, and to finalize other administrative procedure
(expropriation, preparation of urban plans, obtaining necessary consents from relevant
institutions, etc.) in order to issue a construction permit. If the municipality requires technical
assistance for successful completion of the technical documentation during this phase, the
MSIP PMU will mobilize funds from the TA allocation on behalf of the municipality. Technical
assistance will be also mobilized in detailed design preparation for these municipalities that
were identified as such that could not apply due to lack of the detailed design.
A period of one year after receiving first comments on the initially submitted technical
documentation from the MSIP PMU will be given to the municipality for completion and
getting a project approval. If, within this period, the municipality fails to complete the
documentation comprising all needed permits, the funds allocated to them will be cancelled.
Then, the proposal on use of undistributed funds will be prepared by the PMU and submitted
to the WB for approval. Then, the SC will review and approve the proposed approach.
No application from rural municipalities will be rejected by the MSIP PMU for reasons of
insufficient quality of design or missing documentation related to technical design. The MSIP
PMU will provide ad hoc technical expertise to improve and complete the design, if
necessary.
Technical assistance can be provided to the municipalities for: completion of technical
documentation including documents such as studies, elaborates, designs, analyzes etc. (see
“other documents” examples in table above) in line with positive legal regulations in the area
of construction works.
To obtain approval on the proposed sub-project, the MSIP PMU in cooperation with the
municipality will prepare IPA Project Appraisal Document supported with the Project Check
List (see: Appendix 2). Those documents will be approved by the MSIP director. The IPA
PAD will comprise the following parts:
(i)
(ii)
(iii)
(iv)

Sub-project description;
Socio-economic benefit assessment;
Environmental Impact Assessment;
Technical solution.

The purpose of the PAD is to collect information that would be used in preparation of grant
agreement, preparation of bid documents, and preparation of monitoring indicators. Project
Check List is a formal written decision on project financing. If the municipality manages to
provide technical documents and all permits required, the project checklist will summarize
the results of completed work.
Only IPA PADs related to wastewater collection and treatment and kindergarten projects
proposed to be financed under this Component, due to their potential social and
environmental risks and limited MSIP experience in this field will be approved by the World
Bank and hence presented to and approved by the SC.

398

In this case, the municipality will prepare full Project Appraisal Document, as under the
component A of the on-going MSIP project. The process for examination and appraisal of
the IPA financed projects will follow the appraisal procedures for the MSIP loan funded
project. The municipality will also prepare full PAD if the IPA financed project will be cofinanced from MSIP loan from component A. All other sub-projects will be approved for
financing by the PMU and subsequently by the Steering Committee. The World Bank will
selectively review PADs as part of its regular project implementation assistance, especially
in relation to rural municipalities. PADs will be shared with Donor for information.
The process of reviewing the submitted technical documentation, providing comments and
technical assistance will start the first day from submission of project proposals and will have
a continuous character. Those municipalities that provide complete technical documentation
will sign the grant agreements immediately. Grant agreements will be reviewed by the
participating municipalities and then submitted to the SC for review and approval. The grant
agreements will be signed continuously up to date defined as 3 years from the starting date
of this component.
Assumptions and risks
Assumptions:
• Timely provision of necessary documentation;
• Good cooperation with all relevant stakeholders at local and national level.
Risks:
•
Low quality of the prepared project documentation;
•
Lack of information and delays in providing documents necessary
implementation of the operation;
•
Lack of accountability from the municipal side.

for

Once the project is approved by the WB (sewerage and kindergartens) or PMU (other), the
PMU will prepare draft Grant Agreement (Appendix 3) that will be reviewed by the
municipality and then submitted to the Steering Committee for review and approval. Then
grant agreement will be signed.
The Agreement includes the following information and documentation:

• Contact information of the representatives of the applicant and of the contractors (if
applicable);

• Total project budget expressed in MKD/EUR;
• The disbursement schedule, bank coordinates, signatories;
• Description of objectives, duties, liabilities and responsibilities of all parties;
• Duration, with schedule of works, and payment schedule;
• Specifications and necessary technical drawings;
• TOR for local supervisor if applicable;
• Output monitoring indicators;
• Municipal IPA Grant-project financial reports;
• And other supporting documents.
The Steering Committee eligible for approval of grant agreements will be the same as for
other MSIP project components.
The SC will be increased by two additional members and one observer. As a result the SC
will comprise 11 members and 2 observers. These additional members will be
representatives of (1) Ministry of Agriculture, forestry and water economy and (2) Agency for
Financial Support in Agriculture and Rural Development. Hence, the representative of the
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EU Delegation will have the status of the observer, the same as the World Bank nominated
person. These three representatives will be nominated after signing the grant component.
The first session the enlarged SC is invited will be the meeting when the list of
eligible/ineligible municipalities is presented for approval.
Phase 3: Procurement, implementation and supervision
In this phase municipality in cooperation with PMU will conduct the procurement in
accordance with the World Bank procurement rules, will sign a contract with the selected
contractor and will implement the project. All payments will be done during this phase.
Procurement arrangements established for the original loan and the additional financing will
remain in place also for the additional IPA funds for rural development, Procurement for the
whole project will be carried out in accordance with the World Bank’s "Guidelines:
Procurement of Goods, Works, and Non-Consulting Services under IBRD Loans and IDA
Credits and Grants by World Bank Borrowers” dated January 2011; and “Guidelines:
Selection and Employment of Consultants under IBRD Loans and IDA Credits and Grants by
World Bank Borrowers” dated January 2011 and the provisions stipulated in the original
legal agreement. There will be no changes in the methods and procedures applicable to
procurement activities under the original loan and the additional financing. After completion
of the project call, the updated Procurement Plan will be submitted to the Bank for review
and approval.
Communication between the PMU and the municipality will be established on daily basis,
giving opportunity particular issues to be taken into consideration and resolved immediately.
Project Management and Coordination
The PMU shall provide coordination of particular component, communicate and visit
municipalities and sites in order to gather and spread accurate information and deliver
instructions wherever necessary.
The PMU will ensure that each municipality carries out its investment sub-project with due
diligence on effective and efficient manner and in accordance with sound technical,
economic, financial, managerial, environmental and social standards and practices.
The PMU should maintain proper reporting in compliance with the reporting guidelines.
Reports shall contain overview on future due events, and also refer to potential interruptions,
if any, with proposals for resolution of all problems which may arise during project
implementation.
Procurement Procedures
The preparation of the bidding documents shall be based on the technical documents
prepared by the municipality with the support of PMU. The PMU shall provide a final review
on the administrative and technical compliance of the documentation originated from the
municipalities with regard to national regulations, since construction permits and usage
approvals are strongly dependent on the fulfilment of due authorizations and licensing of all
participants in the construction process. If necessary, modifications will be recommended,
discussed with local delegated actors, and integrated in the final tendering documents.
Inputs in the bidding documents for each particular work contract shall be provided and
recorded within the PMU. The PMU is not a member of the bid evaluation committee
nominated by municipalities, but it observes the process and provides guidance so that the
Procurement Guidelines and the Consultant Guidelines are observed.
Procurement rules
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General: All goods, works, and consultants’ services required for the Project and to be
financed out of the proceeds of the Grant shall be procured in accordance with the
requirements set forth or referred to in:
(i) Section I of the “Guidelines: Procurement of Goods, Works and Non-consulting
Services under IBRD Loans and IDA Credits and Grants by World Bank Borrowers”
dated January 2011 (revised July 2014) (“Procurement Guidelines”), in the case of
goods and, works;
(ii)

Sections I and IV of the “Guidelines: Selection and Employment of Consultants under
IBRD Loans and IDA Credits and Grants by World Bank Borrowers” dated January
2011 (revised July 2014)(“Consultant Guidelines”) in the case of consultants’
services; and

(iii) the provisions of this Section, as the same shall be elaborated in the procurement plan
prepared and updated from time to time by the Recipient for the Project in
accordance with paragraph 1.18 of the Procurement Guidelines and paragraph 1.25
of the Consultant Guidelines (“Procurement Plan”).
Particular Methods of Procurement of Goods and Works
(i)

Except as otherwise provided in sub-paragraph (ii) below, goods and, works shall be
procured under contracts awarded on the basis of International Competitive Bidding.

(ii)

The following methods, other than International Competitive Bidding, may be used for
procurement of goods and works for those contracts which are specified in the
Procurement Plan: (A) National Competitive Bidding, subject to the additional
provisions contained in sub-paragraph (iii) below; (B) Shopping; and(C) Direct
Contracting.

(iii) Additional Provisions for National Competitive Bidding. In order to ensure economy,
efficiency, transparency and broad consistency with the provisions of the Guidelines,
the following criteria shall be followed in procurement under National Competitive
Bidding procedures:
(A) Generalities
Bidding shall be conducted using open procedures. Restricted procedure shall not be used
without the express consent of the World Bank and is subject to the following conditions:
(1) the contracting authority shall invite all the candidates that meet the selection criteria;
and
(2) no maximum number of selected candidates shall apply.
(B) Registration
(1) Bidding shall not be restricted to pre-registered firms;
(2) Where registration is required, bidders (a) shall be allowed a reasonable time to
complete the registration process, and (b) shall not be denied registration for reasons
unrelated to their capability and resources to successfully perform the contract, which
shall be verified through post-qualification;
(3) Foreign bidders not from the territory of the Recipient shall not be precluded from
bidding. If a registration process is required, a foreign bidder declared the lowest
evaluated bidder shall be given a reasonable opportunity to register.
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(C) Advertising, time for submission of bids
(1) Invitations to bid shall be advertised in at least one widely circulated national daily
newspaper. Invitations could be also advertised on the web sites of the Public
Procurement Bureau and respective ministry;
(2) Time allowed for the preparation and submission of bids shall not be less than thirty (30)
days from the time of the invitation to bid or the date of availability of bidding documents,
whichever is later.
(D) Pre-qualification
(1) When pre-qualification shall be required for large or complex works, invitations to prequalify for bidding shall be advertised in at least one (1) widely circulated national daily
newspaper. Invitations could be also published on the web sites of the Public
Procurement Bureau and respective ministry;
(2) Time allowed for the preparation and submission of bids shall not be less than thirty (30)
days from the time of the invitation to bid or the date of availability of bidding documents,
whichever is later;
(3) Minimum experience, and technical and financial requirements, shall be explicitly stated
in the pre-qualification documents.
(E) Participation of publicly-owned enterprises.
Publicly-owned enterprises shall be eligible to participate in bidding only if they can establish
that they are legally and financially autonomous, operate under commercial law and are not
a dependent agency of the contracting authority. Furthermore, they will be subject to the
same bid and performance security requirements as other bidders.
(F) Bidding Documents
Procuring entities shall use the appropriate standard bidding documents acceptable to the
World Bank for procurement of goods and works.
(G) Bid Opening, Bid Evaluation and Contract Award
(1) Bids shall be submitted in a single envelope containing the bidder's qualification
information, technical and price bids, which shall be opened simultaneously at the public
bid opening;
(2) No bids shall be rejected at the bid opening except for late bids and bids shall not be
evaluated as part of bid opening process;
(3) The economic, financial and technical capacity of the bidders cannot be guaranteed by
another entity, except joint venture and observing those criteria set up in the bidding
documents;
(4) Evaluation of bids shall be made in strict adherence to the quantifiable criteria declared
in the bidding documents and evaluation criteria other than price shall be quantified in
monetary terms;
(5) Bids not substantially responsive shall be rejected;
(6)Extensions of bid validity will be allowed once only for not more than thirty (30) days. No
further extensions shall be requested without the prior approval of the Bank;
(7) Contracts shall be awarded to the qualified bidder having submitted the lowest-evaluated
and substantially responsive bid. No negotiation shall take place.
(H) Rejection of all bids
All bids shall not be rejected and a new procurement process starts without the World Bank’s
prior concurrence.
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(I) Price Adjustment
Civil works contracts of long duration (more than 18 months) shall contain an appropriate
price adjustment clause.
(J) Securities
(1) Bid security and performance security should follow the generally accepted practice used
in the local market;
(2) Alternative methods such as bid securing declaration may be acceptable, in which case
the Borrower may require bidders to sign a declaration accepting that if they withdraw or
modify their bids during the period of validity or they are awarded the contract and they
fail to sign the contract or to submit a performance security before the deadline defined
in the bidding documents, the bidder will be suspended for bidding in any contract with
the implementing unit;
(3) No advance payment shall be made to contractors without a suitable advance payment
security. These securities shall be included in the bidding documents in a text and format
acceptable to the World Bank.
(K) Right to inspect and audit
Each contract financed from the proceeds of the Grant shall provide that the suppliers,
contractors and subcontractors shall permit the World Bank, at its request, to inspect their
accounts and records relating to the procurement and performance of the contract and to
have said accounts and records audited by auditors appointed by the World Bank. The
deliberate and material violation by the supplier, contractor or subcontractor of such
provision may amount to obstructive practice.
(L) Fraud and Corruption
The World Bank shall declare a firm or individual ineligible, either indefinitely or for a stated
period, to be awarded a contract financed by the World Bank, if it at any time determines that
the firm or individual has, directly or through an agent, engaged in corrupt, fraudulent,
collusive, coercive or obstructive practices in competing for, or in executing, a contract
financed by the World Bank Group.
Particular Methods of Procurement of Consultants’ Services
(i) Except as otherwise provided in item (ii) below, consultants’ services shall be procured
under contracts awarded on the basis of Quality- and Cost-based Selection.
(ii) The following methods, other than Quality- and Cost-based Selection, may be used for
the procurement of consultants’ services for those assignments which are specified in
the Procurement Plan: (A) Selection under a Fixed Budget; (B) Least Cost Selection;
(C) Selection based on Consultants’ Qualifications; (D) Procedures for competitive
selection of Individual Consultants; (E) Single-source procedures for the selection of
Individual Consultants; and (F) Single-source Selection of consulting firms.
Review by the World Bank of Procurement Decisions. The Procurement Plan shall set forth
those contracts which shall be subject to the World Bank’s Prior Review. All other contracts
shall be subject to Post Review by the World Bank.
Environmental Impact Assessment
Environmental Framework Document (EFD) has been revised to incorporate extension of
the MSIP project scope by additional IPA component and will be applied to all applications.
EFD is part of the POM (Annex 4.5) and was approved by the SC on its session on
September 22, 2014.
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Wherever needed, Environmental Impact Assessment (EIA) shall be taken into consideration
with emphasis on the note related to construction period. The PMU shall instruct and guide
building process participants with regard to implementation of proposed and approved
measures.
The PMU shall check whether or not particular project component is on the list requiring EIA,
and if necessary will assist preparation of official letter to the Ministry of Environment and
Physical Planning to initiate preparation and approval of due EIA. PMU will also assist the
municipalities in preparation of the monitoring and mitigation measures. EIA will be part of
the PAD and bidding documents.
Construction Supervision
Continuous site supervision will be carried out by the site supervisors nominated by the
municipality. The PMU shall have standing control on the ongoing, completed and activities
to come. Communication with participants in the project shall be permanent with share of all
relevant information.
Activities will include but not be limited to:
• Cash flow forecasting;
• Contractors work program review;
• Monitoring of the construction works;
• Assistance to site supervisors;
• Variation orders;
• Payment certificates;
• Operation and maintenance manuals;
• Review of spare parts lists;
• Tests on completion;
• Advice on dispute resolution;
• Commissioning, starting up and maintenance;
• Issuance of take over certificates;
• Defect notification period.

USE OF REMAINING FUNDS
At the mid-term of the IPA component implementation the Steering Committee, in
cooperation with all parties involved in the IPA implementation (MF, MAFWE, WB and EC)
will make a final decision on a most appropriate and efficient way of usage of the residual
funds. The World Bank formal approval will be needed on the use of the remaining funds.

WASTEWATER

TREATMENT IN RURAL AREAS AND PILOT WASTEWATER
TREATMENT PROJECTS

MSIP project will finance a study on sustainable and cost-effective solutions for wastewater
treatment in settlements with below 10,000 population equivalent. The aim of this work is to
look into various issues such as technological options and O&M arrangements in rural
sanitation, and prepare technical designs for the potential pilot projects. ToR will be
prepared by the PMU and reviewed by the WB, EC and MAFWE.
As a result of the study, complete detailed design for pilot project(s) would be prepared. The
pilot projects will be selected during the call for proposals if the municipality will request
technical assistance in preparation of the detailed design.
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REPORTING
Component E will be precisely described in semi-annual progress reports prepared under
the MSIP. The section on IPA grants will comprise the following information:
•
•
•
•
•
•
•

Progress on components regarding their expected execution, as well as of the
overall assignment;
Specific progress on component E.1 presented by municipality;
Key Issues for the PMU;
Data regarding any delays encountered/foreseen;
Any other problems encountered/foreseen and suggestions for overcoming them;
Presence of personnel;
Outlook for the following Progress Report.

In the end of the project duration, the final report will be prepared. This document will outline
the overall development of the project, the encountered critical problems, the achievement of
the specific and overall objectives, as well as the recommendations for the future
development.
As under the on-going implementation of component A, for component E the same
implementation reports will be prepared, namely: Monitoring reports on each site visit, and
Environmental monitoring reports on each site visits, Final environmental reports after the
completion of sub-project. The MSIP will conduct image register to illustrate the sub-projects
progress and final results.
Monitoring reports on site visits will elaborate on:
• Implementation progress observed in the field;
• Particular problems encountered;
• Remarks on lack of compliance with contract requirements from the contractor;
• Variation reports whenever a variation considering work contracts occurs.

DESCRIPTION OF ACTIVITIES AND RESPONSIBILITIES
The following table summarizes the responsible authority and form of documents during all
phases of implementation of the projects financed from investment component (E.1).
Phase
Call for
proposals

Project
proposals
evaluation
and
approval

Activity
Publishing the call for proposals

Responsibility
MoF

Submitting the application

Municipalities

Preliminary review of the
proposals
Approval of the List of eligible /
ineligible municipalities/projects

PMU
SC, WB

List of eligible projects
Minutes of SC session

Technical project preparation

PMU (TA),
Municipalities
PMU/
Municipalities
PMU/ WB

Detailed design,
approvals
PAD

IPA Project Appraisal Document
Review and approval of the IPA
PAD
Approval of the IPA Grant
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SC

Document
Copy of the
announcement from the
newspapers
Project Information
Fiches
Progress list

Grant approval document
or WB no objection
Minutes of SC session

agreement

Procureme
nt

Signing the contract

PMU

IPA Grant agreement

Preparation of tender documents

Tender document

Approval of tender documents

Municipalities /
PMU (TA)
PMU/ WB

Tender announcement

Municipalities

Bid evaluation
Contract award approval

Municipalities /
PMU (TA)
PMU

Copy of the
announcement from the
newspapers
Bid evaluation report

Contracting

Municipality

Implementa Works/ Goods
tion
Supervision

Mail to the municipality
Contract document

Contractor
Municipality,
Monitoring reports
PMU, WB
Municipality, PMU Financial reports

Payments
Project
Monitoring
and
Evaluation

Mail to the municipality

Project monitoring and data
collection
Aggregation of project outcome
indicators
External review of the project

Municipality
PMU

Semi-annual reports

PMU, EU

Annual audit reports
Monitoring and
evaluation reports

FINANCIAL MANAGEMENT AND FLOW OF FUNDS
The financial management (FM) arrangements of the MSIP will apply to the EU-IPA as well,
The FM arrangements include project accounting and financial reporting, internal control
procedures, planning and budgeting, funds flow, external audits and organization (see
Annex: 3.4).
The same accounting, auditing and reporting arrangements as for the original project will
continue to be in place. The project financial statements will be prepared in accordance with
the cash basis of accounting, i.e. cash receipts are recognized when received and cash
expenditures are recognized when paid rather when incurred. The accounting software will
records IPA AF as well in order to be able to identify project transactions per each source of
financing, component, sub-loans and grants given to municipalities, etc. and to include the
IPA AF transactions in the consolidated IFRs. There will be a single set of centralized
quarterly IFRs, respectively annual project financial statements subject to audit. PMU will
produce a full set of IFRs in Euro for each calendar quarter throughout the remaining lifetime
of the project. Such reports will be due for submission to the World Bank in forty five (45)
days after each quarter end.
Given the complexity of the components related to loans and grants for selected
municipalities, the financial audit will have an extended scope as it will check also if all
loans/grants have been provided to municipalities for the purposes intended in accordance
with the applicable conditions to ensure that the agreed outputs are delivered in an efficient
manner. The existing project audit arrangements will be amended as to include the new AF
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as well. Format of the audit terms of reference and quarterly IFRs have been updated
accordingly.

Financial management regulatory framework
Legal framework document
• Financing Agreement for the national programme (part II) for the year 2013 under the
Instrument for Pre-accession Assistance, dated July 8, 2014;
• Administration Agreement between the European Commission and the International
Bank for Reconstruction and Development concerning the EC IPA Rural Investments
Single-Donor Trust Fund No. 2014/351-477, dated November 24, 2014;
• EC IPA Grant No.TF018812, dated December 24, 2014.
National legislation
• Budget law;
• Annual budget execution law;
• Guidelines on the form of treasury operations;
• Rulebook on public expenditures classification;
• Rulebook on public revenues classification.
Implementing agreement between MSIP and IPARD agency
The MSIP and IPARD Agency shall establish a Memorandum of understanding, describing
inter alia:
• The roles and responsibilities of MSIP and IPARD Agency;
• The procedures for transfer of national contribution funds from IPARD Agency to the
MSIP and the methods for utilization of the funds allocated to the National program
for rural development;
• Financial control mechanisms;
• The management of bank accounts and reconciliation of the accounts;
• Monitoring;
• Management of irregularities.
Disbursement
The Grant proceeds may be used to finance eligible expenditures under categories goods,
works, consultants’ services, training and operating costs. For this purposes the term
“Training” means reasonable costs, as shall be approved by the World Bank, for training
conducted under the Project, including tuition, travel and subsistence expenses for training
and workshop participants, costs associated with securing the services of trainers and
workshop speakers, rental of training and workshop facilities, preparation and reproduction
of training and workshop materials, and other costs directly related to training course and
workshop preparation and implementation (excluding goods and consultants’ services) and
the term “Operating Costs” means reasonable costs, as shall be approved by the World
Bank, for the incremental expenses incurred on account of Project implementation,
consisting of vehicle operation and maintenance, communication and insurance costs,
banking charges, rental expenses, office (and office equipment) maintenance, utilities,
document duplication/printing, consumables, travel cost and per diem for Project staff for
travel linked to the implementation of the Project, and salaries of contractual staff for the
Project (but excluding consultants’ services and salaries of officials of the civil service).
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All eligible expenditures shall not include financing of taxes and would be financed 75% out
of the IPA EU grant funds and 25 % out of the national contribution funds.
Withdrawal of the IPA EU proceeds will follow the traditional method, as for the existing
IBRD Loans, i.e., transaction-based method including reimbursements with full
documentation (Statements of Expenditure (SOE), direct payments and special
commitments). A separate Designated Account (DA) in Euro will be opened in the National
Bank of the Republic of Macedonia with a corresponded mirror account in the local currency
within the Single Treasury Account for the IPA funds as well as a separate local currency
account within the Single Treasury Account for the national contribution funds. Thus, the
overall Project funds will be channeled through three DAs in Euro with correspondent transit
accounts for each IBRD/IPA Grant source of financing and one account in MKD for national
contribution under the IPA component of the project.

Bank accounts and flow of funds
The MSIP is responsible for safeguarding EU and national co-financing funds as well as to
protect financial interests of the EU and the Republic of Macedonia,
The MSIP shall establish the following system of bank accounts in terms of implementing the
Component E activities. The bank accounts will be used only for transactions in relation to
the management of funds related to financing of IPA activities:
• MSIP IPA EU euro account;
• MSIP IPA EU denar account;
• MSIP IPA EU NCF transfer account.
The municipality, as final beneficiary of the investment grants, shall open a separate grant
denar account to record all transactions related to the IPA financed project. All bank
accounts will be checked by the External Auditors. WB and EU authorized representatives
may audit the accounts or conduct on-the-spot checks of the accounts at any time.
Description of the bank accounts (IPA component)
• MSIP IPA EU euro account
The MSIP, on behalf of Republic of Macedonia, will open a euro account for the IPA EU
component in the National Bank of Republic of Macedonia.
The MSIP IPA EU euro account shall be credited with the amounts transferred by the World
Bank under the MSIP Trust fund agreement. This account shall has correspondent denar
account so called MSIP IPA EU denar account opened within single treasury account, in
which the amount debited from MSIP IPA EU euro account, will be converted in denars.
The MSIP IPA EU euro account shall be debited with the amounts transferred to MSIP IPA
EU denar account based on the requests by the participating municipalities or regular MSIP
PMU payment regarding the activities foreseen under the sub-component technical
assistance and operating costs.
• MSIP IPA EU denar Account
MSIP will open correspondent MSIP IPA EU denar account to MSIP IPA EU euro account,
within the Single Treasury Account. This account is a mirror account used for payments in
local currency.
MSIP IPA EU denar account shall be credited with denominated and transferred funds from
MSIP EU euro account and shall be debited with funds transferred to municipalities for
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payments towards investment grants and funds transferred to the contractors or suppliers for
payments towards technical assistance activities and operational costs. No material
balances should be kept in the mirror account.
• MSIP IPA NCF denar transfer Account
The MSIP will open a MSIP IPA NCF denar transfer account within the Single Treasury
Account on which the IPARD Agency will transfer the amount of the national co-financing.
National co-financing will be provided under the National program for rural development
based on the annual forecast for implementation of the Component E prepared by the MSIP
PMU.
MSIP IPA NCF transfer denar account shall be credited with funds coming from the IPARD
Agency based on Request for national contribution funds from MSIP and shall be debited
with funds transferred to municipalities for payments towards investment grants and funds
transferred to the contractors or suppliers for payments towards technical assistance
activities and operational costs.
MSIP and IPARD Agency should ensure that the part of NCF is transferred on MSIP IPA EU
NCF denar account before transferring of EU contribution to the MSIP IPA EU denar
account. Final beneficiary (municipality/contractor/supplier) shall receive full amount from
two separate accounts: one for national co-financing and one for EU contribution.
• Municipal IPA grant denar account
Each municipality, beneficiary of the Investment grant, must open a separate IPA denar
account within the Single Treasury Account to utilize grant funds. The account shall be
credited with funds coming from the MSIP IPA EU denar account (EU contribution) and
MSIP IPA NCF transfer account (NCF contribution). The full amount of funds shall be
transferred to the contractor/supplier by the municipality within 5 working days from the date
when the amount was credited on the account.
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Chart 1: Bank accounts and flow of funds
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Appendix 1: Project Information Fiche
BASIC INFORMATION
Municipality:
Project name:
Estimated project value:
-IPA funding:
-Co-financing and its source:
(if the project value is bigger than ceiling, please
provide information on source of co-financing)
Contact person: (name, position, phone no., email)
PROJECT INFORMATION
Brief project description:
Motivation behind the project including
description of current deficiencies/risks (why it
has been selected):
Project need reflected in municipal strategic
documents (why it is considered a priority):
Is there any existing or potential inter-municipal
Yes
No
cooperation or regional cooperation with
reference to the submitted project?
PROJECT PREPARATION
List of relevant studies and analysis related to
the submitted project
Is the project included in the Urban plan?
Yes
No
Has construction permit been issued – date of
Yes
No
issue
(
)
Is there need of expropriation?
Yes
No
If so, has it been conducted?
Yes
No
Is Environmental Impact Assessment required?
Yes
No
If so, has it been prepared?
Yes
No
TECHNICAL ASSISTANCE
Do you need any kind of technical assistance for
Yes
No
completion of the project prior to obtaining the
construction permit?
If so, point out what kind of assistance is
needed:
ATTACHED DOCUMENTS
Detailed design (works)*/ technical specifications
(goods)
*
If the municipality applies with a project related to wastewater collection and treatment, the provision of
detailed design is not obligatory. The municipality may request in this application technical assistance for the
preparation of the detailed design for this type of projects.
Municipal Council decision about the priority of
the submitted project
Date:
Mayor’s name and signature:
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Appendix 2: IPA grant approval template
Municipal Services Improvement Project Trust Fund Agreement No:
Project number: …………

GRANT APPROVAL TEMPLATE

Municipality:

Sub-project title:
Amount:
Co-financing:
Date of PMU approval:
Approved by: (name and signature)
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Fulfillment of criteria for eligibility for participation in municipal services
improvement project – IPA component
1.Does the project submitted refer to the rural area of the municipality?
2. Is the Council decision on priority of this project made?
3.Is this the priority project for the municipality?
4. Is the municipality approved for the second phase of decentralization?
5. Is IBNET data submitted for last 2 years?
6. Are municipality and CSE transparent in their operations?
7. Is the stakeholder feedback mechanism established by the
municipality?

[
[
[
[
[
[
[

] Yes [
] Yes [
] Yes [
] Yes [
] Yes [
] Yes [
] Yes [

] No
] No
] No
] No
] No
] No
] No

Environmental screening checklist
Environmental screening has been conducted by …… (environmental consultant) and
attached to the project documents. (Was the substantial environmental impact
identified?).

Social safeguards checklist
1. Whether land acquisition or access to land is required
2. Can the private land acquisition be avoided
3. Is resettlement required
4. If resettlement is required, is it done according to agreed procedures
5. No. of potential users of the investment
6. Is the investment part of the priority of the municipality
ASSET ACQUIRED

TYPE OF
IMPACT

AGRICULTURAL LAND
COMMERCIAL LAND
RESIDENTIAL LAND
STRUCTURES
TREES
TEMPORARY ACQUISITION
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ENTITLED
PERSON

[ ] Yes
[ ] No
[ ] NA [ ] Yes [ ] No
[ ] Yes [ ] No
[ ] NA [ ] Yes [ ] No
[ ] Yes

[ ] No

COMPENSATION
ENTITLEMENT

Appraisal of the sub-project
Project Description
Is the intention for a project derived from an overall plan or studies?
(EAP, EDP, W&WW Master plan, other)
Is the current situation described correctly?
Are the assumptions made on the expected situation correct and acceptable?
Are the needs the project should fulfill correctly identified?
Are the project goals clear and satisfy the needs?
Are the project beneficiaries identified?
Technical Solution
Have studies been conducted that support the solution adopted for this subproject?
Is the chosen technical solution adequate to meet the project objective?
Is the overall quality of the project satisfactory?
Is all the data needed included and correct?
Are the calculations correct?
Is the Bill of Quantity complete?
Can this project be replicated elsewhere or expanded?
Social Impact
Have social impacts been identified?
Are there any major adverse social impacts?
Are there any resettlement issues?
If required, has the resettlement plan been established?
Is it satisfactory?
Environmental Impact
Have environmental impacts been identified correctly?
Are there any major adverse environmental impacts?
Has the environmental mitigation plan been established?
Is it satisfactory?
Has the environmental monitoring plan been established?
Is it satisfactory?
Risks Management
Does the project include any critical risks rated “substantial” or “high”?
Monitoring and Evaluation
Has a set of indicators been identified?
Will it permit the correct monitoring of the project?
Will it permit a thorough evaluation of the project?
Coordination with other projects
Will there be other projects in the same area during the same period?
Are those projects simultaneously realizable?
Could those projects be coordinated?
Could those projects be combined?
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[ ] Yes [ ] No
[
[
[
[
[

] Yes [
] Yes [
] Yes [
] Yes [
] Yes [

] No
] No
] No
] No
] No

[ ]Yes [ ] No
[
[
[
[
[
[

]Yes
]Yes
]Yes
]Yes
]Yes
]Yes

[
[
[
[
[
[

] No
] No
] No
] No
] No
] No

[
[
[
[
[

]Yes
]Yes
]Yes
]Yes
]Yes

[
[
[
[
[

] No
] No
] No
] No
] No

[
[
[
[
[
[

]Yes
]Yes
]Yes
]Yes
]Yes
]Yes

[
[
[
[
[
[

] No
] No
] No
] No
] No
] No

[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No
[ ]Yes [ ] No

Appendix 3: Template of IPA grant agreement

I P A G R A N T AG R E E M E N T No. MSIP IPA / [ ….. ]
Dated: [ …………]

between the
REPUBLIC OF MACEDONIA
represented by the
MINISTRY OF FINANCE
(“Ministry”)
and
Municipality of [ ………… ]
(“Recipient”)
for
MKD [ ………………] equivalent of EUR [ …………… ]
(“Grant”)

Municipal Services Improvement Project - Macedonia
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Preamble
In accordance with the Loan Agreement No. 7699 dated June 29, 2009, Loan Agreement
No. 8158 dated June 7, 2012 and the EC IPA Grant Agreement No. TF018812 dated
December 24, 2014 (hereinafter “Agreements”), between International Bank for
Reconstruction and Development and the Republic of Macedonia, the Republic of
Macedonia represented by the Ministry of Finance (hereinafter “Ministry”) and the
Municipality of [ …..… ] (hereinafter “Recipient”) hereby enter into the following grant
agreement.
ARTICLE I – GENERAL CONDITIONS; DEFINITIONS
1.1. The “Standard Conditions for Grants Made by the World Bank Out of Various Funds”,
dated February 15, 2012 (as defined in the Appendix 1 to this Grant Agreement)
constitute an integral part of this Grant Agreement.
1.2. Unless the context requires otherwise, the capitalized items used in this Grant
Agreement have the meanings ascribed to them in the General Conditions or the
Appendix 1 to this Grant Agreement.
ARTICLE II – GRANT AMOUNT AND PURPOSE
2.1 The Ministry shall extend to the Recipient a grant, in an amount not to exceed MKD
[…………….] or EUR […………….. ] to finance the project described in Schedule 1 to
this IPA Grant Agreement.
2.2 The grant is denominated in EUR. The payment of grant funds will be in MKD equivalent
according to the official Euro exchange rate published by the National Bank of the
Republic of Macedonia at the date of withdrawal of funds from the Ministry of Finance
foreign currency account.
2.3 The Recipient shall use the Grant exclusively for investments under the Component E of
the Municipal Services Improvement Project (“MSIP Project”) and, specifically, shall use
the Grant to finance the project specified in the project documentation, described in
Schedule 1 to this Grant agreement.
ARTICLE III – SUSPENSION OF DISBURSEMENT
3.1. The Recipient may at any time, subject to fulfillment of its obligations under Article V,
cancel any amounts not yet disbursed.
3.2. Ministry may not suspend or terminate disbursements unless:
a) The Recipient has failed to perform any of its obligations under this Grant Agreement,
b) The Recipient is unable to prove that the proceeds from the Grant have been used for the
stipulated purpose,
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c) Extraordinary circumstances arise that preclude or seriously jeopardize the
implementation, the operation, or the purpose of the Grant project, or the performance of the
obligations assumed by the Recipient under this Grant Agreement.
ARTICLE IV – COST AND PUBLIC CHARGES
4.1. All expenditures financed by the Grant shall not include financing of taxes and other
public fees and duties.
4.2. All expenditures that cannot be financed by the Grant in accordance with the provisions
of the Agreements shall be borne by the Recipient.
ARTICLE V – IPA GRANT PROJECT IMPLEMENTATION
5.1. The Recipient shall:
(a) carry out its Grant project with due diligence and efficiency and in accordance with sound
technical, economic, financial, managerial, environmental and social standards and practices
satisfactory to the Ministry and the World Bank, including in accordance with the provisions
of the Anti-Corruption Guidelines of the World Bank applicable to recipients of loan
proceeds, the EAMF and the LARPF;
(b) provide, promptly as needed, the resources required for the purpose of the project;
(c) maintain policies and procedures adequate to enable it to monitor and evaluate in
accordance with indicators acceptable to the Ministry and the World Bank, the progress of
the project and the achievement of its objectives;
(d) (1) maintain a financial management system and prepare financial statements in
accordance with consistently applied accounting standards acceptable to the Ministry and
the World Bank, both in a manner adequate to reflect the operations, resources and
expenditures related to the project; and (2) at the Ministry or the Bank’s request, have such
financial statements audited in accordance with consistently applied auditing standards, and
promptly furnish the statements as so audited to the Ministry and World Bank;
(e) enable the Ministry and the Bank to inspect the project, its operation and any relevant
records and documents;
(f) prepare and furnish to the Ministry or the Bank all such information as the Ministry or the
Bank shall reasonably request relating to the project; and
(g) maintain policies and procedures adequate to enable it to monitor and evaluate in
accordance with indicators acceptable to the World Bank, the progress of the Grant Project
and the achievement of its objectives.
ARTICLE VI– PROCUREMENT OF GOODS, WORKS AND SERVICES UNDER THE
PROJECT
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6.1. Procurement related to the IPA Grant Project will be carried out in accordance with EC
IPA Grant Agreement No. TF018812.
6.2. The Recipient shall carry out the procurement for the IPA Grant project with active
participation of the PMU in all stages of the procurement process.
6.3. The contracts under the IPA Grant project will be signed by the Recipient and the
respective awarded contractors, suppliers and consultants.
6.4 The Recipient will be in charge of payments to be made directly to the respective
contractors, suppliers and consultants, as in the accordance with the conditions of the
signed contracts. The Recipient will make the payments within 5 working days after the
funds were received in the designated Grant Denar account.
ARTICLE VII – SUPERVISION AND MONITORING OF THE WORKS
7.1. The Recipient will carry out the supervision and monitoring of works under the Project
implementation.
7.2. The Ministry through PMU can carry out its own supervision and monitoring of works.
7.3. Where there is disagreement between the Recipient’s supervision and the PMU’s
supervision, the judgment of the PMU is binding.
ARTICLE VIII – HAND OVER, ACCEPTANCE AND PAYMENT OF GOODS, WORKS AND
SERVICES
8.1. The acceptance of goods, works and services under the IPA Grant Project should be
done by the Recipient, in accordance with the conditions of the signed contracts.
8.2. The quality of the procured goods, works and services shall correspond to the technical
and quality parameters agreed by the Recipient and the respective contractors, suppliers
and consultants, as in accordance with the conditions of the signed contracts.
8.3. Upon completion of the works or supply of goods, acceptance will be effected in the
presence of the parties concerned – Recipient, Firm, Supervisory body and PMU. The
performance shall be examined and if found satisfactory, final payment to the Firm shall be
effected.
ARTICLE IX – PROCEDURE FOR PAYMENT
9.1. The PMU leads all procurement processes on behalf of the Recipient and the Recipient
is a signatory to the contract.
9.2. The transaction based disbursement method will be used for the IPA Grant Project. The
Recipient will open a Grant Denar account within the Treasury Single Account, to capture all
transfers of funds related to this Grant Agreement. The Grant funds will flow to the Recipient
from the PMU EUR Designated Account (for the Grant-funded contribution) and IPARD
Agency (for the national co-financing), passing through the two associated mirror PMU Grant
Denar accounts, based on requests submitted by the Recipient.. The Recipient is obliged to
transfer the Grant funds to the respective contractors, suppliers and consultants, as in
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accordance with the conditions of the signed contracts, but not later than 5 (five) working
days after the funds were received in the Grant Denar Account. The Grant Denar Account
will be managed and operated by the Recipient.
9.3. Documents evidencing that goods/services and works have been received and are in
line with what has been contracted is a mandatory accompanying document for payment.
9.4. Any future request for payment by the Recipient needs to be supported by appropriate
documentation that the previous payments have been executed.
ARTICLE X - RIGHTS, OBLIGATIONS AND RESPONSIBILITIES OF THE MINISTRY AND
PMU
10.1. The Ministry through PMU can carry out the monitoring of the procurement procedures
and implementation of the works, goods and services so that the amounts, costs and quality
of it provided by the “Firm” correspond to the technical specifications and budget agreed to
by the PMU and the Recipient.
ARTICLE XI - RIGHTS, OBLIGATIONS AND RESPONSIBILITIES OF THE RECIPIENT
11.1. The Recipient shall be responsible for the operational maintenance of the works and
activities provided as a result of the IPA Grant Project implementation.
11.2. The Recipient carries out the monitoring and technical supervision of the goods, works
and services, so that the amounts, costs and quality of the goods, works and services
provided by the “Firm” correspond to the technical specifications and budget agreed to by
the PMU and the Recipient.
11.3. The Recipient is obliged to provide the Ministry/PMU with copies of contracts signed
with the “Firm”.
11.4. The Recipient shall monitor and evaluate the progress of the IPA Grant Project,
maintain appropriate accounting records and documentation, and prepare Grant Financial
reports and furnish to the PMU not later than twenty (20) days after the end of each calendar
quarter in form presented in Annex 1.
11.5. After the completion of the IPA Grant Project, the Recipient shall ensure that
monitoring and evaluation indicators are prepared and furnished to the PMU not later than
three (3) months after the end of each calendar year, in the format presented in the Annex 2.
ARTICLE XII -MISCELLANEOUS PROVISIONS
12.1. The Recipient shall ensure that the IPA Grant Project is carried out in accordance with
the provisions of the World Bank Anti-Corruption Guidelines and the provisions of the Law
against corruption (Official Gazette No. 83/04 and its subsequent amendments) and the Law
of hindering conflict of interests (Official Gazette No. 70/07 and its subsequent
amendments).
12.2. If any of the provisions of this Grant Agreement is invalid, all other provisions shall
remain unaffected thereby. Any gap resulting there from shall be filled by a provision
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consistent with the purpose of this IPA Grant Agreement, Loan Agreement No.7699, Loan
Agreement No. 8158 and EC IPA Grant Agreement No.TF018812.
ARTICLE XIII -CHANGES, AMENDMENTS AND NOTIFICATIONS
13.1. Changes and amendments to this IPA Grant Agreement between the Parties can be
made upon prior approval by the World Bank and shall be an integral part of this Agreement.
13.2. Any changes and amendments shall be made in written.
13.3. Changes shall be executed in the form of amendments to this IPA Grant Agreement.
13.4. Any notifications related to this IPA Grant Agreement made by the Parties shall be
submitted in written.
13.5. Amendments to this IPA Grant Agreement and the respective notifications that are not
executed according to the rules determined by this Article shall not be considered as valid.
13.6. The changes and amendments to this Agreement shall enter into force from the date of
their signing or from any other date specified therein.
ARTICLE XIV – EFFECTIVENESS OF THE IPA GRANT AGREEMENT
14.1. The IPA Grant Agreement enters into force on the date of its signature by both parties.
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ARTICLE XV -TERMINATION OF THE IPA GRANT AGREEMENT
15.1. The Parties at any time can claim termination of this Agreement on the basis of due
justification.
15.2. If this Agreement is terminated before the completion of works under the "IPA Grant
Project" and the termination is caused by the failure of the Recipient to fulfill its obligations or
by undue fulfillment thereof, the Recipient shall return also the used amount received prior to
the termination of this Agreement.
ARTICLE XVI - FORCE MAJEURE
16.1. In case of Force Majeure - wars, natural disasters, embargo, inhibit normative acts
issued by the State, which have direct impact on this Agreement and hamper its fulfillment,
time limits of this Agreement and the terms of its implementation shall be prolonged for the
period of the Force Majeure.
16.2. The deterioration of existing social and economic conditions in Macedonia shall not be
considered as Force Majeure.
16.3. In case of Force Majeure conditions the parties are obliged to inform each other
thereof in written.
ARTICLE XVII – DISPUTE RESOLUTION
17.1. The Administrative court of the Republic of Macedonia shall be competent court for all
disputes, and difference in opinions under this Grant Agreement.
Done in 2 originals in the Macedonian language
Skopje,
this day of, _____________

___________________________
Ministry of Finance

__________________________
Municipality of [ ………. ]
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SCHEDULE 1: General description of the Project
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PROCUREMENT PLAN FOR THE PROJECT

#

1

Project

Type

Contract
Cost
estimate/
budget
(MKD)

Bidding
BID
Procurem
Issue of
Bid
Contra Contract Contract
No. of documents
ER
ent
Bidding Openin
Start Completio
ct
contracts submissio
sent to
Documents
Method
g
Award Date
n Date
n date
the WB

Project
name:
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ANNEX 1: Format of Municipal IPA Grant-project financial reports to the PMU
Municipal Services Improvement Project
IPA Grant Project for “___________________________________”, IPA Grant No.
MSIP/___
____________________ Municipality
GRANT DENAR ACCOUNT STATEMENT
Account number ________________________
For the quarter ending xx/xx/20xx
In MKD
Opening Balance on GA
Plus: Replenishment from the MSIP PMU during
the period
0
Less: Amount of eligible expenditures paid
during the period
0
Closing Balance as of the end of period

0

Balance per Grant Denar Account per Bank
Statement No. in MKD

Discrepancy in closing balance
Explanation

0
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Municipal Services Improvement Project
IPA Grant Project for “___________________________________”, IPA Grant No.
MSIP/___
____________________ Municipality
GRANT DENAR ACCOUNT STATEMENT
Account number ________________________
For the quarter ending xx/xx/20xx
In MKD

Contract

Grant
No. /
Invoice
reference

Grant
amount/
Invoice
amount

Descrip
tion

Paid grant
amount to
date/ paid
invoice
amount to
date

Date of
payment/
Bank stat.
No.

Remaining
balance
(grant /
Invoice)

Com
mitm
ents

Contract 1
- Invoice No.1
- Invoice No.2
- Invoice No.3
Contract 2
- Invoice No.1
- Invoice No.2
- Invoice No.3

Total

Brief narrative description of the factors influencing the financial and physical progress
during the quarter as well further plans for completion of the sub projects implementation.
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Outstan
ding
payment
s

ANNEX 2: Format of IPA Grant-project monitoring and evaluation indicators
IPA Grant Project for “___________________________________”, IPA Grant No. MSIP/____
____________________ Municipality
Unit
MKD, %
MKD, %
MKD, %

Description

Initial period 2014
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2015

2016

2017

2018

APPENDIX 1
Definitions
1. “Standard Conditions” means a “Standard Conditions for Grants Made by the World Bank
Out of Various Funds”, dated February 15, 2012
2. “Municipal Services Improvement Project” or “MSIP” means the project financed by the
World Bank approved on March 26, 2009, with additional financing approved on May 10,
2012.
3. “IPA Grant Agreement” means a grant agreement between a Participating Municipality
and the Republic of Macedonia represented by the Ministry of Finance for provision of a
IPA Investment Grand under component E of the MSIP.
4. “Grant” means an amount provided by the Republic of Macedonia to a Participating
Municipality to finance a project under Component E of the MSIP.
5. “IPA Grant Project” means a set of activities or investment to be carried out by a
Participating Municipalities under the Component E of the MSIP.
6. “Project Management Unit” or “PMU” means the project management unit established by
the Ministry of Finance for day-to-day Project management, coordination, monitoring and
evaluation.
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