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Project name
Project code

Project reference

Project objective

Scope of the Project

Project WATSAN FBiH

1 Introduction
Water and Sanitation in the Federation of Bosnia and Herzegovina
WATSAN FBiH

FI no.24.569 {3A) SERAPIS no. 2008272

1.1 Purpose andscope of the Project

The overall objective of the Project is to develop andihdard Integrated Sustainable
Water and Wastewater Management scheme in Federation of Bosnia and Heezegovin
(hereinafter also: Federation of BiH, FBiHThe Project concerns priority investment
schemes for water and sanitation within the territory of the FBiH, the purpose of which is
to improve public health and the environment, with a particular focus ogingdwater

borne pollution through the collection and treatment of wastewaters that are presently
discharged to the environment without treatment.

The operation will contribute to meeting Bosnia and Herzegovina's needs in relation to
future compliance withthe EU Environmental Legislation, in particular the EU Urban
Waste Water Treatment Directive (91/271/EC) and Drinking Water Directive (98/83/EC).

The purpose of the Project is to use the resources (EIB loan, grants and own fueds of th
municipalities) to ensure the implementation of measures contributing to the
improvement of infrastructure and provision of services aimed at adequate (both in terms
of quality and quantity) water supply and wastewater treatment in the municipalities
included in the project. The priority investment schemes will be implemented in the
following municipalities:

1 Bosanska Krupa

2 Bosanski Petrovac

3 Giroki Brijeg
4 Tomislavgrad

5 Veli ka Kl aduga
6 Oragje
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7 Doboj Jug
8 Usora
9 Mostar

10 ProzorRama

11 Teganj

12 Jajce

13 G| amol

14 Gr al ani ca
15 Kupres

16 Li t 1l uk

17 Konjic

18 Bosansko Grahovo
19 Stolac

20 Lukavac

Other municipalities may be added to the Project if proven to the Bank that such schemes
are closely connected to the schemes already included or will significantly impact public
health and the environment as determined through an overall analysis auinesteof
impact of such schemes on the water sector.

Project implementation

period

Project WATSAN FBiH

According to the Finance Contract, all schemes should have been/shall be implemented
within the period between 2006 and 2014, including some ongoing schemes, while some
stages like wastewater treatment plant may be executed in phases (primary, secondary,
tertiary treatment etc.).

1.2 Expectedresults of the Project

Apart from the construction of needed facilities and reconstruction of existing water
supply and sanitatio systems, including wastewater treatment plants (currently 2% of
urban population is covered by wastewater treatment scheme), the project is also
expected to produce the following results:

A improved services provided to population by public utilities ie field of water
supply and sanitation in municipalities (better billing conditions resulting in increase
of the collection rate),
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increased public awareness about the work of public utilities,
uninterrupted water supply,

reduced losses in water supplystem to an economically optimal level,

Do o o Do

established conditions leading to operational efficiency and financial sustainability of
public utilities and water supply and sanitation services,

A established conditions resulting in the increased autonomy ofcputilties.

Considering the fact that local construction and procurement procedures will also be
applied, the project is expected to contribute to economy in the Federation of BiH, more
specifically to local economy.

1.3 Background to the Project

The Federation of BiH suffers from public health and environmental impacts from poorly
developed water and wastewater infrastructure. Currently, 60% of the population has
access to public water supply and 33% to the public sanitation system and only 1.9% of
the population is connected to wastewater treatment plants. The need for the
improvement in this area being apparent with the above statistics, the project was
initiated to respond to needs of the municipalities in the FBiH for improvement of water
supply, mublic health and reduction of water pollution through collection and treatment of
wastewater that are presently discharged directly into environment without any treatment.

Discussions and preparations for cooperation with the European Investment Bank (EIB)
started in mieR006 between the EIB representatives and representatives of the Federal
Ministry of Finance (FMF), while the Federal Ministry of Agriculture, Water
Management and Forestry (FMAWMF) got actively involved in May 2007 when the
El BO6s fekperts magriecadut an assessment in BiH and submitted their financial
proposal to the Bankdds Management Board
Treasury of BiH (MFT) was informed that a loan in the amount of EUR 60 million was
proposed, i.e. thahe EIB proposed to finance the project with the total investment costs
of EUR 121.3 million. Apart from construction investments and procurement of
equipment and technologies, this amount is expected to include the financing of the
overall project documeation, implementation of efficiency measures, project
management, technical contingencies, price contingencies and interest during
construction.

The Finance Contract was initialed in March 2008 by the EIB representatives and BiH
representatives (MFT, FM&nd FMAWMF). The contract was signed in two steps: by
the Borrower and Entity (Ministers of MFT, FMF and FMAWMF) in Sarajevo on 15 July
2008 and the EIB representatives in Luxembourg on 18 August 2008.
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1.4 Purpose and sope of the Project Procedures Manua

The purpose of the Project Procedures Manual (PPM) is to present, in a single document,
the procedures to be applied by all parties involved in the Project in order to ensure the
guality of the services to be rendered and to define the responsibiliguématity of all

key actors within the project organization to enhance smooth coopefBtisnmanual
mainly aimsto provide overall technical procedures and quality guidance to the Project
Management Unit (PMU) / Project Implementation Teams (PITs)aitters pertaining to
project. The manual also includes an administrative system with filing and documentation
procedures and the financial reporting procedures, while other issues related to financial
Project component will be presented in a separate €iglaRrocedures Manual (FPM).

The manual should be distributed to all the actors involved in the project, including but
not limited to the funding agencies, EIB, the ministries on the State and Federation level
and the municipalities. The PMU is responsilthat each party involved in the project

has received the manual for implementation.

1.5 Revision of the Project Procedures Manual

The PPM is a dynamic document, which will be revised at regular intervals in order to
match changes in the project or its/z#onment. Revisions of the manual may be initiated

by anyone in the PMU. Such proposed revisions shall be submitted to the Head of PMU
for evaluation and approval. The overall responsibility for the follpnof the revisions

and distribution of the resions to all parties involved is with the Administrator in the
PMU, after the approval of Head of PMQhanges shall be indicated by a line in the
margin, and the parts in which changes have been made shall be marked with date of
issue. The PPM holders dhbe notified about the changes, and they shall be responsible
for implementing the revisions in their worknnex 1 of this Manuatontains a record of

valid issue numbers of the different parts of the marilizd. manual being an integral

part of theproject implementation should be supplemented with the detailed information
from other documents governing the project, definefinnex 2.

1.6 Glossary

For the ease of understanditige following words are used through the whole manual:
refersto the WATSAN FBiH.

refers to the project package or the investment package defiradhirmunicipaPF.
Subprojects are the projects in the project scheme of the individual municipality.
The lending agreemebetween EIB and BiH.

Finance Contract

Project Procedures Manual
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2 Organization and responsibilities

2.1 The Agreements and the Contracts

The Project includes a number of contracts,-cfitracts and other agreements and
decisions related to the implementation of project. The whole list of documents which are
considered integral parts of the project and this manual is givénmex 2 of this
document.

EIB / Bilateral donors

4 \
Grant Agreement

. "
Grant Agreement Finance Contract I

Guarantee Agreement
n A A \
‘

Sarajevo, 15 July 2008
Luxembourg, 18 August2008

Rules of Procedure of the PMU
in the process of updating

i

Federation of Bosnia and Herzegovina
Federal Ministry of Agriculture, Water Management and Forestry

(FMoAWMF)
| !

Loan Subcontract
10 December2008

Federation of Bosnia and Herzegovina
Federal Ministry of Finance (FMF)

Grant PO"CV of On-Iending Funds to Decision on Establishment of
Loan Agreement Agreement Final Beneficiaries from the EIB PMU
Loan
Grant policy document
Municipaliities PMU
Decisionon
Establishmentof
Municipal PITs
PITs
Figure 1 Agreements governing the Project

Framework Agreemenin addition to these agreements, it is important to mention that theré&riansework
Agreement between Bosnia and Herzegovina and EIB concludedNomedrber 2000,
which is governing the Bank's activities in the territory of Bosnia and Herzegovina. The
financing of this Project falls within the scope of this Framework Agreement.
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In Figure 1, the agreements are shown in three different lines. The agreements on the
white line are the agreements concerning the funding agencies and controlled by and
under the responsibility of EIB. The agreementgtte pink lines are the ones which are
effective on the government level, State or Federation. They are mainly controlled and
implemented by the PMU. The purple lines show the implementations on the municipal
level and PITs are the main responsible aadasthe implementers.

2.1.1 Funding Agreements

Guarantee AgreementThe agreement entered into force on 29 August 2007 by and between the European

Finance Contract

Grant Agreements

Project WATSAN FBiH

Community and the Bank pursuant to Article 8 of the Council Decision 2006/1016/EC of
19 December 2006. This the agreement that secures the financing of the project.

The Contract was initialed in March 2008 by the EIB representatives and BiH
representatives. The contract was signed in two steps by Bosnia and Herzegovina (MFT
as the Borrower ahFMF and FMAWMF as the Entity) in Sarajevo on 15 July 2008 and
the EIB representatives in Luxembourg on 18 August 2008.

Pursuant to the Contract, the Federation of BiH undertakes to implement the project
consisting of investment schemes to be carriedpulhe municipalities included into the
project within the FBiH through the FMAWF and FMF using the loan funds in the
amount of EUR 60 million and the equal amount of own contribution of the
municipalities involved, which according to the Contract totals.3 million EUR.

Considering that the provision of own funds in the amount of 50% for investment
schemes is a difficult requirement to meet by the municipalities, even under normal
recessioffree circumstances, the Delegation of the Eesmp Commission in BiH
acknowledged the joint approach taken by the NIPAC of BiH, FMAWF, FMF and EIB
that this Project should be supported by grants frorrapecession and other funding
instruments (IPA, IPF, etc.).

The grant resources available to the €ebjeither from the EU from different funding
instruments or from other bilateral funding agencies like SIDA will be under the
management of EIB. The agreement for the transfer and implementation of these funds
(IPF-MW 2008, IPA 2009 has been signed betare EIB and EU

The grant resources shall be laid down in agreements to be signed between BiH and the
EIB. By May 2012, there are only two Grant Agreements signed between EIB and BiH
(FMF): the one signed on 22 September 2010 for a grant amount of EURcH midde
available through the Instrument for Pecession (IPA) budget (Municipal Window
(MW) of the Infrastructure Project Facility (IPF) under IPA 2008 MBHkineficiary
Program). This amount is only for 7 municipalities. The second was signed oguStAu

2011 for a grant amount of EUR 12 million made available through the Instrument for
PreAccession (IPA 2009). Both of the grant agreements were ratified by the State
Parliament in order for the grant amounts to be operational.
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There is another grangeement concerning the funds to be supplied by SIDA which is
in its preparation stage. It is important to note tR#t funds have limited time of usage;
so it is urgent to transfer these funds as soon as possible to EIB.

Moreover, the PMU is negotiatingith DEU to allocate a separate grant (PPF) for
project preparation which will be a contract that will provide assistance directly to the
Municipalities or PITs for preparation of designs (water supply, wastewater collection
and treatment) required for thmplementation of project schemes ameparation of
technical specifications and BoQs which will be the integral parts of the tender
documents

2.1.2 Government level

The MFT as the Borrower shall transfer the proceeds of the Loan to the FMF of the
Entity which shall in turn oflend and/or transfer, as the case may be, the same proceeds
to the Final Beneficiaries, as the case may be, under the same terms and conditions of the
Finance Contract.

Onlending Policy (OLP) Documentimiclude OLP document for loan funds and OLP
document for grant funds (GOLP). They aeveloped in the cooperation of FMAWMF
and FMF,and approved by EIB. First developed OLP document was the one for loan
funds. The first version of this document was appd in September 2010 and the latest
(second) version in May 2013.

OLP documents define the guidelines (along with financial and technical aspects) fully
establishing the method of implementation of the project and all included schemes in line
with termsand conditions of the Finance Contract signed with the European Investment
Bank (EIB) with a view to ensuring the following:

A spending funds for intended purpose.

A implementation of the goals of the Borrower, Entity d@fidal Beneficiaries, for
which theContract was concluded.

A timely and successful implementation of the overall Project, including addition of
other municipalities of the Federation of Bosnia and Herzegovina subject to the
availability of loan proceeds.

A promoting sustainability of Public Uiy Companies (PU) of the Final Beneficiaries
and their financial ability to operate and maintain the existing and new

infrastructure.

OLP documents also include the agreed templates of Loan and Grant Agreements to be
signed between FMF and respective mialities.
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On the State level, the MFT signed a loan-sabtract with the Federation, namely FMF
on 10 December 2008. The agreement transfers the authority for the Loan agreements to
be signed with the municipalities to the FMF.

Estabilshment of PMU It is a condition for disbursement in the Finance Contract (Article 1.04.1(iii)) that the

Establishment of
Municipal PITs

Loan and Gran
Agreements

State

Federation

Project WATSAN FBiH

Entity has established within the FMAWMF a PMU or an organization with equivalent
function with suitable staff and appropriate terms of referenceetgdtisfaction of the
Bank. Pursuant to that article, the FMAWMF, after Government approval, formed a new
department for project managemé&nPMU and the decision on the establishment was
published on 21 September 2011.

2.1.3.Local level

As mentioned in th®n-lending Policy Documensigning of the Loan Agreements with

the Municipalities shall be subject to some preconditions. One of the preconditions is that
there should be a Municipal Decision on Esttbihig Municipal PIT (municipal scheme
implementation unit) and appointing its members, in particular indicating the names of
the PIT executives and the financial management officer for the scheme implementation
in the municipality concerned.

As defined in theOnlending Policy Documenthe Loan and Grant Agreement, after
being prepared by PMU and signed by a municipality and FMF, will be submitted to the
Bank by PMU.

2.2 ldentification of the parties involved

The Projecinvolves a number of actors which are defined in the agreements on the State,
Federation and Municipal level. Considering that the main agreement ruling the whole
project is the Finance Contract, the parties involved in the Project are mainly defined
basedon the definitions used in that Contract. The list of all the parties involved in the
Project, including the nominated names, is given in Annex 3 of this document.

2.2.1.Bosnia and Herzegovind Governmental | nstitutions

Bosnia and Herzegovina iepresented by the BiH Ministry of Finance and Treasury
( MFT) 89 r t b anethe Gtate level bgs Minister. Bosnia and Herzegovina is
the mainBeneficiary of the Project.

The Federation of Bosnia and Herzegovina (FBiH), representede asse may be, by
its Minister, Federal Ministry of Finance (FMF), and/or its Minister, Federal Ministry of
Agriculture, Water Management and ForesfWIAWMF) T the Entities.
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The program will be implemented by the municipalities represebyedhe Mayors
located in the territory of the FBiH for whom the investment schemes are carried out
Final Beneficiaries

2.2.2 Funding Institutions

The European Investment Bank (EIB) represented by the Associate Director and by the
Senior Loan Officeis the main funding Institution in the Projécthe Bank.

The European Union (EU) supports the Project by the grants fromapcession and
other funding instruments (IPA, WBIF, etc.) with the agreements to be signed between
BiH and EIB.

The Project can be further supported by grants from other bilateral donors like SIDA,
with the agreements to be signed between BiH and EIB.

2.2.3 Committees

The Project Steering Committe@®SC) is the requirement of the EU, after their
monitoring of the Project. It should be represented at the level of Mirigserg on the

top level of the Project, the PSC is composed of the representatives of the actors involved
in the project at the S level; i.e. MFT BiH, FMF, FMAWMF, Directorate for
European Integration. The funding institutions, which are the EIB and EU represented by
the DEU to BiH for the time being, are also the members of the Committee. The Head of
PMU should also participate ithe Committee for the dissemination of the information
about the progress of the project.

It is one of the conditions of the Finance Contract that the FMAWMF of the Entity shall
maintain the PMU within the organization atw ensure that it is adequately staffed.
Pursuant to this Contract, the FMAWMF, after Government approeale65/2010 from
10.08.2010)formed a new department for project managermd®PMU and the decision

on the establishment was published on 21 Semer811.Being responsible for the
overall management and implementation of the Project, PMU is composed of a head, an
administrator/translator and two more civil servants, one as procurement officer and the
other one as financial officer. The assistarelated to technical issues will be provided
through the engineers from Sava and Jadran Water Agencies. The work of the PMU is
supervised by the FMAWMF.

Project Implementation

Teams (PITs)

Project WATSAN FBiH

The Project Implementation Teams (PITfeunded by Mayors of eachagicipating
municipality, are responsible for dég-day implementation of schemestablished in
the municipalities. The PITs should be established before signing the Loan Agreement
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with the FMF. The members of the PITs are suggested to include framuttieipality a
financial person and a technical person having knowledge of the investments required
and to be implemented along with procurement rules. Moreover, it would also be more
useful to include an expert from the utility company of the municipaldyprovide
technical support for the implementation of the scheme.

Project Steering Committee
(Coordination of all stakeholders)

PMU
(Overall Implementation)

Head of PMU

3 permenant civil servants

2 technical experts from Water
Agencies

PITs in Municipalities
(Implementation of the Contracts and Implementation at the Local Level)

Head of PIT

Members of PIT (suggested )

Financial Manager
Urban Development and Civil Works Expert
Procurement Expert
Representative of the Water Utility

Project WATSAN FBiH

Figure 2 Committees formed under the Project
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2.2.4 TA Consultant

Technical assistance is provided to PMU and PITs from the funds of WBIF/IPF, iwhich

an infrastructure development facility for the Western Balkans funded by the EU. The
IPFTA Consultants provide assistance through the implementation process of the Project
in accordance with their ToR approved by EU and EIB.

2.3 Project organization

Implementation of the Project is organized on two different levels; the Entity level for
which the activities are conducted by PMU as the party responsible for the overall
implementation and management of the Project and the municipal level for which the
adivities are implemented by the PITRigure3 on the next page shows the main actors

in the organization of the Project for the daily implementation.

The Project is governed by the PMU which is supported with the TA Consultant in their
daily work. The TA Consultant through its project manager and/or key expert has the
right to communicate directly with the PMU.

Being shown as dotted lineskigure3, two service contracts are included in the Project.
The first contract will be financed by DEU for which the scope is to assist directly to the
municipalities for the preparation of project documentation (PPF Consultant). The second
service contract will be financed from the EIB loan (a certain amount of loan proceeding
in each municipality) with the main aim of supervision for works in the municipalitie
(Tendering Assistance and Works Supervision).

PITs are in contact with the PMU directly or through the Experts from the Water
Agencies. Although PITs are responsible for the project scheme of their municipalities,
starting from the preparation of the fer Fiche till the end of contract implementations,
PMU will supervise, approve and monitor all the municipal project schemes.
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2.4 Responsibilities ofthe parties involved

2.4.1 Project Steering Committee

The Committee will be established as per the request of DEU and will be responsible for
the overall coordination of all stakeholders. The folaw will be through regular
meetings of the Committee.

Being on he state level, the MFT BiH is defined as the Borrower by the Finance
Contract. The Ministry signs the Finance Contract and the Grant Agreements with the
EIB. After that all the responsibilities are transferred to Ministries in the Federation by
the subcotracts. The MFT BiH has role in the financing of the Project in the way that
they will be the contact point with the EIB for disbursement and tranche requests. The
cash flow to the Contractors and/or Consultants for the scheme will be through FMF.

Moreover, the Borrower (MFT BiH) has responsibilities in accordance with the Contract
as defined in Article 6 which can be summarized as if the total cost of the Project exceeds
the estimated figure set out in Recital (2), the Borrower shall obtain finarfaad the

excess cost without recourse to the Bank, so as to enable the completion of the Project in
accordance with the Technical Description. The Borrower's plans for funding the excess
cost shall be submitted in a timely manner to the Bank for approv

Being one of the key actors at the level of Federation, the FMF is defined as the Entity in
the Finance Contract. After the signature of the loan subcontract with MFT BiH, the FMF
becomes the party mainly responsible for signing the Loan Agresmwithh the
municipalities in the implementation scheme. The FMF shall and shall cause the Final
Beneficiaries to ensure adequate resources and staffing for the purpose of the
implementation of the schemes of the Project.

Moreover the FMF has an importardle in the financing of the Project. They are
responsible for transferring the tranche, disbursement and payment requests which they
receive from PMU to EIB via MFT BiH. In return they pay directly to the Contractors
and/or Consultants based on the inveiceceived from the PMU. Together with the
Borrower, FMF shall ensure that the other funds listed in Recital (2) of the Contract are
available and that such funds are expended, to the extent required, on the financing of the
Project.

The FMAWMEF sinilar to the FMF signed the Finance Contract as the Entity. The Project
is undertaken through FMAWMF concerning investment schemes to be carried out by the
municipalities in the FBiH. Moreover, the FMAWMF is responsible for establishment of
the PMU andmustensure that the project activities continue via this management unit.

The FMAWMF also has an important role for the scheme. They are the starting point for

the implementation of the schemes as they are responsible for distributing the
questionnaires to & municipalities and also the selection of the municipalities to
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participate in the project. The FMAWMF shall and shall cause the Final Beneficiaries to
carry out the Project in accordance with the Technical Description as may be modified
from time to timewith the approval of the Bank, and complete it by the final date
specified therein.

As defined in the Contract in Article 6;
The FMAWMEF shall cause the Final Beneficiaries to:

(a) implement and operate the Project in conformity with the laws of the Europe
Union, as well as any applicable international treaties, whose principal object is the
preservation, protection or improvement of the Environment, to the extent
implemented by the law of Bosnia and Herzegovina or specified by the Bank prior to
the dateof the Contract; for which purpose "Environment" means the following, in so
for as they affect human wdleing: (a) fauna and flora; (b) soil, water, air, climate
and landscape; and (c) cultural heritage and the built environment in the name of the
FMAWMEF. Moreover, the FMAWMF shall submit to the Bank the +technical
summaries of the ElAs, as well as the associated environmental impact studies as
soon as they are available.

(b) obtain and maintain all approvals by, and authorizations from, the competent
environmental authorities of the Borrower required for the purpose of indent (a);

(c) ensure that the Project does not have any significant effect on any site of nature
conservation importance;

(d) ensure that no materials or substances which could hamgsadeffects on the
environment is used or disposed of in the construction, operation and maintenance of
the Projegtand

(e) carry out all maintenance and rehabilitation works on the Project which may be
required by the competent environmental autharitie

In accordance with the Contract, for the disbursement of the first tranche, FMAWMF
should form a PMU within the Ministry with suitable staff and appropriate terms of
references to the satisfaction of the Bank, confirm the scope of the project, iesea g
procurement notice announcing the program of works and services for the Project to be
published in the Official Journal of the European Communities.

2.4.2 Project Management Unit (PMU)

The PMU is responsible for managing and implemeritaiglities of FMAWMF defined

in the Finance Contract and the grant agreements, as well as proposing effective use and
management of TA. The PMU for the project was assigned and the responsibilities were
defined with the Decision of FMAWMF dated 21 SeptembP011.
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PMU operational cost shall be covered by FMAWMF and Water Agencies in line with
the agreement between the Agencies and FMAWMF regarding Project implementation.
For conducting specialist operations deriving from the Contract, FMAWMF shall, along
the request of PMU, hire external experts with special contracts, and cost of these
arrangements shall be covered by Water Agencies along instruction from the Minister or
in line with the Agreement between Agencies and FMAWMF on project realization.

In thisrespect the roles of PMU in the project implementation process are:

A coordination towards EIB, DEU, MFT, FMF, Directorate for European Integrations
of BiH, other interested institutions in BiH, so as towards international organizations
included in the proje.

A performing overall project implementation as stated under point 7 of tHer@ing
policy document which is explained in detail in Section

A preparation, updating and adopting documentation regarding the Project
implementation, such as the Rules of Procedure, reports, Work Plans, Project
Procedure Manual, Financial Procedures Manual, Project Procurement Guide,
various documents regarding unifaty (tender documentation, contracts with sub
projects6b contractors, etc.) so as ot her

A conducting tasks within the scope of its work, deriving from the Contract obligations
i.e. Grant Agreement for IRMW 2008, IPA 2009, Tdmical Assistance Agreement,
etc., conducts development of activities reports, keeping archive of documentation
and minutes from meetings and other activities that are, besides contractual
obligations, defined with the documentation adopted for the neédBraject
realization, such as: Grending Policy Documents for Grant and Loan, Rules of
Procedure, reports, Work Plans, Project Procedure Manual, etc.

A conducting operational tasks on the preparation of technical part of Loan and Grant
Agreements with munipalitesandsup r oj ect s 6 r @@ toordination on f ol
of the work in municipal PITs and followp of development and updating of Project
Fiches, being the component part of Loan Agreements, implementation plans and
other activities regarding themplementation of municipal sytrojects and
submission to EIB for approval.

A follow-up and coordination of Tender Documentation development within
municipalities.

A control of the whole tendering procedure in the municipalities. PMU will participate
in the whole tendering process starting from finalization (approval) of tender
documents, announcement of tenders, and participation in tender evaluation till to
contracting procedures with selected bidders including contracting.
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A performing final control anddefinitive adoption, sign and certify all individual
documents, i.e. terms of reference, tender documents including the QA report of the
TA, complete documentation on conducted public procurement procedures including
the evaluation report and draft contragth successful consultant/contractor together
with annexes. As most of the work contracts for the infrastructure will be with local
contractors in local language, the following documentation should be translated into
English language in order to be sutied to EIB: a PF, templates of tender
documentations, QA reports for TD, Procurement notice, decision of Mayor about
contract award, and after finishing tender procedure, a summary of the contract with
the local contractors, pages 25 and 26 in the Woiksemplate, or 2 pages of other
kinds of contracts and progress reports.

A for international tenders, send to EIB the Procurement Notice (PN) without the
planned date of tender publication, at the moment when TA sends the QA report on
reviewing the TD. Aferwards, 15 days before the certain tender publication the
Procurement Officer sends to EIB the Final PN with the planned date of tender
publication

A control and verification of the documentation about the expenditures and requests
from PITs.

A preparation bpayment request from special account opened at commercial bank by
MFT directly on accounts of consultant/contractor.

A report to EIB.

A Regular cooperation and coordination with the Contract signatories, all institutions
interested in the project, and otliroject beneficiaries along the segments relating to
their jurisdictions in this project.

A establishing, maintaining and regular updating of a functionatpage for the needs
of Project implementation.

A shall and shall cause the Final Beneficiaries to lpase equipment, secure services
and order works for the Project by open international tender or other acceptable
procurement procedure complying, to the Bank's satisfaction, with its policy as
described in its Procurement Guide in force at the date dditsignof the Contract in
the name of the FMAWMF.

A shall provide to the Bank certified true copies of a contract or contracts requiring
publication in the OJEU in respect of items specified in the Technical Description as
eligible for financing under the CGil& which contract or contracts shall have been
executed on terms satisfactory to the Bank having regard to the Bank's Procurement
Guide in force at the date of signature of the Contract in the name of the FMAWMF.
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A shall cause the Final Beneficiaries to mtain, repair, overhaul and renew all works
and property forming part of the Project as required to keep it in good working order
and secure adequate funds for the said purposes in the name of the FMAWMF.

Apart from the main responsibility of overall projegmplementation, each position in
PMU has definite responsibilities.

Authorized by the FMAWMF, the Head of PMU has power of decision. She/he also has
the power to decide on regular work of PMU, daily work program as well as on all
technical ssues. It is the person who is authorized for the overall Project and PMU
operations management and execution of the Project in accordance with the rules and
guidelines of the Finance Agreement, other agreements and policy documents ruling the
project andhis Manual.

The person has the authority to communicate directly with the Entity.

Head of PMU should participate in the PSC meetings for dissemination of information on
the project progress.

Moreover, the Head of PMU is authorized to sign the technicalmumication (the
communication includes the technical documentation covered in S€&tidth EIB and
communicates directly with EIB for all teclwail matters pertaining the project including

the submission of technical documentation and progress reports. He/she has the authority
for directcorrespondence on the behalf of FMAWMEF with final Beneficiaries and other
institutions representatives (FMF, NIFDirectorate for European Integrations of BiH

EIB, DEU, SIDA, TA, WAs) and has the responsibility for participation, support and
project realization.

Head of PMU is responsible for management, use and coordination of Technical
Assistance (TA), any otherssistance provided for the project, supervision of permanent
PMU membersé operations, supervision of
well as the funds of EIB and other donors allocated for support to PMU i.e. the Project.

The Head of PMU isw&horized toprepare requests for disbursement of loan and grant
funds, sign invoices for payments along the situations for completed services, works and
procurements from loan and grant funds, approval of requests for official travels for PMU
members onhte behalf of the Ministry, preparation of requests for provision of additional
material and technical support to PMU.

Within her/hisspecific responsibilities and authorizatidheHead of PMUshalt

A administer PMU and coordinate duties with all ottraembers of PMU and
stakeholders in the project implementation (relevant institutions, funding agencies
and final beneficiaries, consultants etc.).
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organize preparation of documents for theeds of project implementation and
PMU operations, and takes care of their realization.

send for approval periodical reports, financial plans, and other project progress
related documentation, or a segment of the project, being obligation of the
Ministry pursuant to Loan and Grant Agreements signed.

ensure that the Project and municipal schemes follows the provisions of
agreements, contracts and project documentation.

administer and coordinate activities and inputs of all the project stakeholders and
project implementation progress.

follow and lead the official submissions to EIB (technical outputs and progress
reports) and/or FMF (disbursement and tranche requests).

organize development and application of a suitable reporting system in
accordance with theequirements of Finance Contract and Grant Agreements.

assessPMU member s o operations i n l i ne
Ministry, in the coordination with civil servant in charge of the relevant sector to
which she/he submits her/his daily reports.

Financial Expert is a civil servant employed by the FMAWMF. This expert reports to the
Head of PMU. The expert is responsible for all the financial management in the project.

Within her/hisspecific responsibilitiegheFinancial Expershalt

A

propose options for an adequate financial control and monitoring system for the
implementation of the Project, with a special focus on the management and
monitoring of investments funded by different financial sources (EIB loan, EU grant
funds, othe grant funds, local contribution).

prepare the setup of financial procedures for project implementation, including its
reporting process, i.a. separate Financial Procedures Manual (FPM) etc

establish a financial transaction management mechanisml fonoféct related issues,
including all bank transfers (local and international) and payments of contractors etc.
(defined in FPM).

control and comment on the payment requests and financial reporting received from
the PITs and forwards them to Head of PR&dapproving.

participate in regular PMU meetings.

European TT——"_
B /1| = pMU ,
—— Project Procedures Manual



Procurement Expert

Project WATSAN FBiH

A

26

participate in all other activities and tasks assigned by the Head of PMU.

Procurement Expert is a civil servant and employed by the FMAWMEF. This expert
reports to the Head of PMUThe expert will mainly be responsible for the production
and revision of technical documents prepared by the municipalities for their
implementation schemes.

Within her/hisspecific responsibilitigghe Procurement Expeshalt

A

ensure the implementation dfinance Contract provisions and fulfillment of the
Ministry's obligations, which are a precondition for an operative implementation of
individual projects and makes sure that all procurements of works and services for
individual project schemes are conthet in accordance with the legislation
established by the Contract.

check legality of procurement procedures implemented by final beneficiaries along
individual projects.

prepare the description of procurement procedures in line with the Finance Contract
(Procurement Procedures Guide).

establish and maintain an efficient system for monitoring all procurement and
contracting activities.

monitor progress and assist to PITs with the preparation and implementation of
procurement procedures for individual pragec

control tender documents prepared by PITs.

submit terms of reference, tender documents, and complete documentation on
conducted procurement procedures including the evaluation report and draft contract
with successful consultant, contractor togethethwannexes and other needed
documentation to Head of PMU for further submission to EIB upon completed
inspection.

comment and approves tender evaluation reports submitted by PITs and/or the
consultant responsible for the tendering process and inform the ¢fePMU about

these actions.

monitor compliance with the terms specified within tender procedures and contracts.

participate in regular PMU meetings.

participate in all other activities and tasks assigned by the Head of PMU.
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This expert, who is directly reporting to the Head of PMU, is employed by the
FMAWMEF. The expert will be responsible for the administrative services and the
translation of documents.

Within her/hisspecific responsibilitieghe AdministratofTranslatorshalt

A
A

translate documents from/into English and wieesa as required by the Project.

carry out simultaneous/consecutive interpretation during meetings concerning the
Project.

be responsible for the administrative tasks such as receiving, registration an
filing of communication documents, invoices and other financial, legal and
general documents related to the Project;

set-up a monitoring system for the administrative component of the Project.

participate in regular PMU meetings.

participate in activites regarding preparation and maintenance of project web
page.

participate in all other activities and tasks assigned by the Head of PMU.

from Water Agency The municipalities implementing the investment schemes under the Project aret@dnne

to two different Water Agencies, namely Sava and Jadran. There will be one expert from
each Water Agency. These experts will report to the Head of PMU. They are responsible
to provide technical assistance to municipalities in their daily activities.

Project WATSAN FBiH

Within her/hisspecific responsibilitiethe TechnicalExpertshalt

A maintain ¢ose cooperation and coordinatiaith municipal PITs on technical issyes

A ensure completion of specific operational activities on the preparation of technical
part of activities following the provisions of the Loan Agreements with
municipalities

A monitor the work of technical experts, procurement experts, as well as other experts
appointed fromthe Water AgenciesThis person islso responsible for conducting
speciali$ tasks as required by the Head of PMU.

A monitor the preparation of required documentation (Project Fiche, design and
technical specifications, contracts etc.) in relevant municipalities
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A provide prior statement on readiness and correctness of technimamelotation
(terms of reference, tender documents, complete documentation on conducted
procurement procedures) which were checked by the TA and afterwards forward to
the Procurement Expert of PMU after all the comments are incorporated for further
processig,

A assist in preparation and submit reports about the situation of individual project
schemes (monthly reports, progress report, and final reports) tg PMU

A participate in regular PMU meetings

A participate in all other activities and tasks assigned byit#asl of PMU.

2.4.3 Municipal Project Implementation Teams (PITs)

The Project Implementation Teams (PITeunded by Mayors of each participating
municipality, are responsible for overall implementation of scheaséablished in the
municipalities. They sbuld be formed before the Loan Agreement is signed between the
FMF and the Municipality. The PITs are in contact with the PMU and the Technical
Experts from the respective Water Agencies.

The specific responsibilities of PITs include as follows:
A preparatim of Project Fiche and its submission for the approval of PMU

A preparation of necessary project documents (terms of reference, designs and technical
specifications, complete Tender documentation on conducted procurement
procedures and draft contract witlhcsessful consultant and contractor together with
annexes) and their submission to the BMU

A obtaining all necessary permits for and during the project implementation, including
the resolution of property issues for the sites and authorizations and permits for the
environment,so as the license for uninterrupted access to the construction site and
permit fa use of land

A together with Water Agencies RMU), prepaation and implemerdtion of
procurement procedures according to Finance Contract, in accordance with the OLP
document and the implementation plan and PF adopted hy EIB

A appoinment of the heads of # project for each suroject for control and
verification of invoices, reports, expenditures of consultants/contractors

A prepaation and submision of progress reportsncluding performance indicators
and the progress on the scheme.
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submission of payment requests, invoices, temporary/finalized situations of
consultant/contractor, together with the record of commission for reception and
control with revision record to PMU Financial Expert after inspection.

follow-up on the environmental impacts dfet project during the implementation
period including construction.

establishment andppointment ofnecessary commissiomsr reception, control and
filing of provided material, and following the completion of contractual works, to
form commissions for thnical inspection, final calculation of finalized works,
taking over, andafter contract signatures for commissioning, inspection, and
handover.

establishment of aommission for reviemg/revision of project documentation.

prepaation of disbursement ah tranche requests and subgidbn of this
documentatiorio PMU.

Moreover, especially for tranche disbursement a number of tasks have been defined in the
Finance Contract which should mainly be implemented and/or monitored by the PIT.
Some of the below lisd items are the municipal obligations to be provided from the
competent authority and those will be monitored and followed by PIT.

A

for schemes within the Project for which competent authority requires an EIA, the
nonttechnical summary, the environmentadpact study, the evidence of the public
consultation and a copy of the relevant part of the final development permit
demonstrating the incorporation of EIA and the public consultation.

for schemes of the Project for which the competent authority doesquite an EIA,
the copy of the relevant decision of the competent authority and evidence of public
disclosure of the said decision.

for schemes of the Project which have or may have significant impact on areas of
nature conservation, the corresponding esentation of the FMAWMF and an
appropriate assessment pursuant to the principles and practices similar to those
outlined in Article 6 of the Habitat Directive 92/43/EEC in the form outlined in
Schedule G of the Contract.

for schemes of the Project whiclave not significant impact on areas of nature
conservation, the corresponding representation of the FMAWMF of the Entity in the
form outlined in Schedule F of the Contract.
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2.4.4 TA Consultant

Technical assistance is provided to the PMU from the funds of WBIF/IPF, which is an
infrastructure development facility for the Western Balkans funded by the EU and
administered by the Directorate General of Enlargement.

Two main areas dhetechnicalassistance are defined as follows:
1 Support to PMU throughout overall project activities

The TA Consultant is supporting the PMU activities by regular meetings with PMU to

follow the progress. TA Consultant assists in: preparation of project documentation
including project fiches and tender documents, assist in preparation and/or updating of
feasibility studies in order to define the scope of themolects, undertakes scoping

visits and writes FFSR reports for the possible inclusion of new municipaliite
Project (subject to EIBds approval), assi ¢
reporting templates for the monitoring activitiddoreover, the TA Consultant is also

assisting the PMUh tenderindcontracting procedures for the Tendering Aksice and

Supervision of Workservice contradio bemanaged by PMU.

2 Support to municipal Project Implementation Teams (PITs)

This is mainly an indirect assistance to respective municipalities through PMU. The TA
Consultant assists the PITs in prepiaraof their documents like tender documents and
also defining the scope of the schemes for the new municipalities. The contact with PITs
should always involve the Head of PMWIloreover, the TA Consultant shall provide
training sessions/workshops for tmeunicipalities in areas of procurement, project
management, contract management, project documentation etc. The extent of the
trainings, the timings and venue and all other planning will be defined after a training
needs analysis (TNA) to be conductedhia participating municipalities.

2.45 EIB

European Investment Bank (EIB) who is the main provider of the loan for the Project is
one of thesignatories ofthe Finance ContracThe Bank plays the role as the last
approval party for the documentation ihet project. The project fiche, in case of
international tenders, the tender documents and tender evaluations should be approved by
the Bank before proceeding to the next step. In addition, the Bank approves the
disbursements and releases the trancheshétoan.The grant funds available for the
project either from EU programs or other bilateral funding institutions are also supplied
through EIB. In this respect the Bank is responsible for all the communication with these
funding institutions and all thiellow-up of the sources used for funding the project.
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3 Project activities

3.1 Overall implementation

The Project includes a number of activities for which the responsibility for the overall
implementation lies with the PMU. This overall responsibility is divided into six
headings in the elending policy document in order to define the interactions vhieh t
other stakeholders and as well as the relations with the main activities of the project.

1 General project management: PMU is responsible for the overall project
implementation; including financial management, supervision, reporting, monitoring
andevaluation.

2 Loan and grant agreements with municipalities: Within the Project, leading
responsibility of FMF is to, following the received proposal of PMU, prepare and
finalize Loan and Grant Agreements with municipalities.

3 Sub-projects implementation supprt: Subprojects shall be implemented by
Municipal PITs, under supervision and coordination with PMU. While all the works
contracts (implementation of Contract and reception of output resuleports)
would be implemented by the municipalities, withipdical and occasional random
checks of PMU, the works supervision will be conducted centrally by a consultant
team monitored by the PMU.

4 Financial management:Responsibility for overall financial management within the
project is designated to PMU. PMU deal on PIT's request and documentation
prepares payment requests with all supporting documents required and provides for
their signing by the authorized signatories from FMAWMF and FMF. Financial
funds will be directly transferred from special accounhi dccounts of contractors.
PMU ensures quality control of these processes and implements periodical and
occasional audits within the participating municipalities.

5 Project progress implementation overview:PMU will conduct implementation
progress check otach individual sulproject at participating municipalities in
comparison with the detailed implementation plans which will be presented after the
process of signing Loan Agreements. The implementation plan given as a forecast in
the Project Fiche will baipdated by the PITs and submitted to PMU during the
reporting (quarterly reports).
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6 Monitoring and evaluation: PMU will conduct monitoring of the project progress
and report to EIB and FMF on that.

In order to achieve the implementation of the Project withe provisions of the Finance
Contract and the grant agreements, the above defined responsibilities are regrouped into a
set of activities whose accomplishment will grant a successful project implementation.

Horizontally, the activities of PMU can be geally divided into 3 levels as:

A Reporting, monitoring and evaluation of project progress, communication with
project promoters and other financial institutions, financial management etc.

A Direct input and assistance to municipal PITs on the preparatbimplementation
of project components.

A Planning, preparation and coordination activities within PMU.

In the vertical axis, the direct responsibilities of PMU are the above stated six areas.
Graphical overview of responsibilities and activities is giverFigure 44 on the next

page.

What is unique for all stated activities is the general responsibility of PMU for the overall
and especially technical implementation of the Project.

Considering the facthat a successful project implementation implies a good and
synchronized implementation of the spitmjects and project components of all included
municipalities in FBiH, planning, monitoring, financial management and coordination of
activities seem to béhe basic challenges of PMU.

Project Fiche appears to be as the basic and most important document in the process of
implementation since it defines the scope of -pudjects, dynamics and way of
implementation and serves as basis for developing a gemanalgp the implementation

of project and financial plan of disbursement and expenditure of funds.

The procurement and contracting seem to be the critical key activity within the process of
project implementation which will define the implementation ofvéiets envisaged by
Project Fiche.
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Figure 4 Overview of responsibilities and activities in the Project

3.2 Project phases

The overall project can be divided into three main phases as givguire5 on the
next page.
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Figure 5

Project phases and key activities

3.2.1 Inception phase

Pursuant to Finance Contract, the FMAWMF, after Government appmoyab65/2010
from 10.08.201Q) formed a new department for project managenieRMU and the
decision on the establishment was published on 21 September 2011.

The PMU started functioningith regular meetings.

On-lending Policy

Document

The first version of the Ghending Policy Document was prepared by FMF and

34

FMAWMEF and finally approved by EIB in September 2010, and the second in May

2013.

Loan Agreement

template

In close cooperatiomwith PMU, FMF prepared and EIB approved the format of Loan

Agreement which is annexed to the-fending policy document.
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The PMU has already prepared and submitted the Grant Inception Report for the project
segment included in ther@nt Agreement IPF MW 2008 BA. Following the signature

of the agreement for the second grant fund (IPA 2009), the PMU prepared and submitted
the Inception Report for the schemes included in the relevant agreement to EIB and DEU
in late 2011.

The assistance required from the TA Consultant is defined with the ToRs prepared and
approved by EC. The ToR for the TA defines a general assistance to the PMU. However,
the specific assignments are defined in separate ToRs prepared for each compoaeent of th
project.

3.2.2 Schemes development

The activities involved including the documentation to be produced during the schemes
development as well as the implementation of the schemes are shé&wguia@6. The
production of documents during the development and implementation of the schemes are
mainly under the responsibility of the Municipalities through PITs with support and
coordination from PMU and thEA Consultant, if and when required.

The signed Finance Contract includes in its Schedule A.1 the municipalities for which the
loan will be available for their project schemes. In case there is a remaining loan fund,
other municipalities may be added, subject to demonstration to the Bank that the
associated schemes have a close connection with schemes already included or will have
significant public health or environmental impact as demonstrated by an overall
prioritizationof measures relating to the water sector.

In such case, the municipalities should be selected by the FMAWMF based on the
guestionnaires they have filled and following the same procedures of prioritization for the
municipalities already included in the Fim@ Contract. In general, with regard to
inclusion of new municipalities into the Project, priority shall be given to the
municipalities:

A with no prior access to or participation in projects financed by the international
financial institutions

A with lower indebtedness rate as compared to indebtedness ceiling laid down by the
Law.

A proposing projects that ensure better effects of water protection (higher level of
treatment of wastewaters).
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Figure 6 Document flowduring the implementation of schemes

1 The approvabf the tender documents and tender evaluation reports in the figure describes the procedure for the internationahigedeosLfisents and tender evaluation
reports for local tenders are not subject to the EIB approval and/atjection.
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