INFORMATION ON EU INSTRUMENT FOR PRE-ACCESSION ASSISTANCE (IPA) 
1. Basic information on new instrument for assistance of the European Union 
Instrument for Pre-accession Assistance (IPA) represents EU assistance for countries which are candidates or potential candidates for membership to the EU (Western Balkan countries and Turkey).  The aim of the Instrument is to provide assistance in necessary reforms which are required for the EU membership. IPA Program for 2007-2013 will replace all existing EU assistance programs i.e.  CARDS, PHARE, ISPA, SAPARD, and pre-accession instrument for Turkey. Only CARDS Program has been implemented so far in the Republic of Montenegro, through the European Agency for Reconstruction.  

EU assistance will be implemented through five components:
1. Transition assistance and institution building;

2. Regional and cross-border co-operation;

3. Regional development;

4. Human resources development;

5. Rural development.

Component 1 is intended for institutional strengthening. Component 2 is intended for improvement of stability, security and prosperity. Component 3 serves for preparation for EU funds. Component 4 serves for preparation for participation in the European Social Fund, while the goal of the Component 5 is to prepare implementation of common agricultural policy, acquis communautaire and provide support for a sustainable harmonization of agricultural sector and rural areas of the candidate countries.
In order to get access to funds from other three IPA components, a candidate country needs to operate in accordance with decentralized system of governance, or to prove its independence in programming and managing, given that the last three IPA components are aimed at preparing the candidate countries for EU structural funds management.  
Countries which are potential candidates i.e. Montenegro, Serbia, Albania, Bosnia and Herzegovina and Macedonia will use funds from the first two components, while the candidate countries (Croatia and Turkey) will use funds provided under all five components.  
The goal of the European Commission is to gradually transfer the responsibility for funds management to the recipient country (decentralization) together with institutional strengthening
Each recipient country will use the assistance for: strengthening of democratic institutions and rule of law; public administration reform; reform of economy; protection of human rights; and regional and cross-border co-operation. In addition, the assistance for potential candidates will be targeted for progressive harmonization with acquis and economic and social development, and for candidate countries, such assistance will be targeted for adoption and implementation of common agricultural and cohesion policy.  
Allocation and amount of funds under the EU pre-accession assistance will depend on adoption of EU Budget for 2007-2013. European Commission, however, will try to ensure that potential candidates receive the same level of funds as the Western Balkan countries obtained under the CARDS Program.  
Closing of the CARDS Program implies termination of mandate of the European Agency for Reconstruction, which further points to necessity of gradual building and development of local capacities for decentralized management of EU funds. 
Under the Decree on Establishment of Instrument for Pre-accession Assistance – IPA, which was adopted by the European Commission in September 2004, it was determined that new Instrument should be effective as of 1 January 2007. However, due to usual procedures and delays, it is likely that IPA funds will become operational in mid 2008.  
2. Institutional framework for IPA Instrument

Following adoption of Information on Instrument for Pre-accession Assistance, which was submitted by the Montenegrin Ministry for Foreign Economic Relations and European Integrations in April 2006, it was necessary to establish institutional framework for IPA Instrument.   In June 2006, Minister for Foreign Economic Relations and European Integrations Mrs Gordana Đurović was appointed National Aid Coordinator (NAC). In accordance with the above Information, each ministry appointed relevant person for programming and co-ordination of assistance or person responsible for management and technical implementation of project activities in the framework of the line ministries (Senior Program Officer (SPO)
. Commission for Co-ordination of the EU Assistance has also been established in accordance with the above Information, which is responsible for overall internal co-ordination of the accession process at the central level and which will phase out the existing Commission for Co-ordination of EU Accession Process. 
Responsibilities and tasks of the Commission for Co-ordination of the EU Assistance are to: program assistance under pre-accession funds of the EU; determine and formulate necessary assistance; ensure connection between accession process and use of EU financial assistance; ensure co-ordination among the state agencies with regard to programming; draft and approve project tasks and general projects; follow project implementation; approve and give comments regarding reports on project implementation; ensure co-ordination with other donor programs; and identify the needs for additional sources of funding.  
Apart from defining key functions, it is also necessary to establish a Central Finance and Contracting Unit (CFCU) in the framework of future institutional infrastructure for programming and financial management of IPA funds. CFCU should be established in the framework of the Ministry of Finance. This Unit would have full technical and administrative responsibility, including responsibility for financial management of funds allocated by the European Union in the form of grants, in accordance with provisions of a Financial Memorandum to be concluded between the Government of Montenegro and European Union. The commitments would be related to implementation of the contracting, payments, accounting, including all other activities related to procurement of goods and services.   
In addition to the CFCU, a National Fund (NF) would also be established, which would require funds from the European Commission, distribute funds to final users and produce financial reports. NF would, actually, facilitate each transfer of funds from the European Commission.  
As regards a possible place for establishing of the CFCU and NF, it should be noted that in the Republic of Croatia both Units are established in the framework of the Ministry of Finance.  In the Republic of Macedonia, it is the Ministry of Finance that is responsible for registration and recording of all projects, harmonization of assistance with national budget, control of use of funds, while this type of Units are not formally established.  In Bosnia and Herzegovina, through the Twinning program and by CARDS funds for 2004, the assistance was provided to the Ministry of Finance for establishment and management of the CFCU and NF. In Romania, the National Fund is placed in the Treasury Department of the Ministry of Finance, while the CFCU, as an implementation unit, is placed in the framework of a separate Directorate of the Ministry of Finance and is directly responsible to the National Authorizing Officer (NAO), who manages the National Fund. In Poland, the CFCU is also a separate implementation unit, while Minister of Finance acts as NAO, and Deputy Minister Finance is Director of the National Fund. 
3. Multi-Annual Indicative Planning Document -MIPD 

The Government of the Republic of Montenegro, in co-operation with the European Commission has prepared a Multi-Annual Indicative Planning Document (MIPD), which represents a key strategic planning document for assistance in the framework of the IPA Instrument for the period 2007-2009. The MIPD determines main areas for interventions and basic priorities for subsequent drafting of annual action plans. Key strategic goals of assistance are defined under the Document. The Document is based on priorities defined under the National Program for Implementation of Recommendations set under the European Partnership, Stabilization and Association Agreement and sector strategic documents.  
MIPD has been determined for a three-year period and is revised annually. It has been harmonized with the Multi- Annual Indicative Financial Framework- document which defines distribution of financial resources per country and component. 

As it is stated under the MIPD for Montenegro, main strategic goal of the pre-accession assistance for Montenegro is to help the country face the challenges related to EU integration process; to define and implement the reforms required by the European Union with a view to meeting conditions set under the Stabilization and Association Process; and to finally laid groundwork for meeting the Copenhagen criteria for EU membership. 

It is important to stress that all investment-related sub-projects supported by the IPA Program must be co-funded from the public revenues and/or commercial sources. Namely, together with EU funding, the Government or respective Ministry which is a project beneficiary shall provide 10% to 25% co-funding out of total project value. Fiscal impact of the pre-accession assistance on the Budget of the Republic of Montenegro shall be evaluated following precise determination of amount of co-funding. 
Funds to be allocated for the Republic of Montenegro in the forthcoming period are given in the Table below: 
	Component
	2007
	2008
	2009
	2007-2009

	I.  Transition assistance and institution building 
	27.5
	28.1
	28.6
	84.2

	II. Regional and cross-border co-operation   
	3.9
	4.5
	4.7
	13.1

	Total:
	31.4
	32.6
	33.3
	97.3


  Montenegro: Multi-annual Indicative Financial Framework (in mil.  €)
4. Decentralization of EU Funds Management System (DIS)
The purpose of decentralization of funds management is to prepare a candidate country to assume the responsibility for management of pre-accession assistance funds, and management of resources from EU Funds once it becomes an EU member.  During the decentralization process, it is necessary to ensure that an adequate legal and administrative framework is in place for assuming the responsibility for implementation of the European Commission programs. To this end, it is particularly important to ensure a technical assistance and/or twinning program, which would serve as a support for establishing a structure required for decentralized management of funds under the IPA program. 
In a decentralized system, a recipient country is authorized to award the contracts, with control by the European Commission Delegation. Such control can be performed in two ways: 
· Ex ante – decisions concerning the tender procedures and award of contracts (tender dossiers, evaluation committee, evaluation report, contract) are referred to prior approval to the Commission Delegation before they are taken by the Contracting Authority of a recipient country; 
· Ex post – decisions are taken by the Contracting Authority without prior approval by the Commission Delegation. Ex-post control is subsequently carried out.  
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