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1  As per section 1.4.8 of EBRD’s Directive on Access to Information (2019), the Bank shall disclose 

Board reports for State Sector Projects within 30 calendar days of approval of the relevant Project 

by the Board of Directors. Confidential information has been removed from the Board report. 
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ABBREVIATIONS / CURRENCY CONVERSIONS 

  

AADT Annual Average Daily Traffic 

BMP Biodiversity Management Plan  

CP Condition Precedent  

DSCR Debt Service Cover Ratio 

EIA Environmental Impact Assessment 

EIB European Investment Bank 

EIRR Economic Internal Rate of Return  

ESAP Environmental and Social Action Plan 

ESDD Environmental and Social Due Diligence 

ESIA Environmental and Social Impact Assessment  

EU European Union 

HDM Highways Development and Management  

LARF Land Acquisition and Resettlement Framework  

LARP Land Acquisition and Resettlement Plan  

NTS Non-Technical Summary  

PIU Project Implementation Unit 

PERS Public Enterprise Roads of Serbia 

PRs EBRD Performance Requirements 

RSD Serbian Dinar 

SEP Stakeholder Engagement Plan 

SLA Service Level Agreement  

SSF EBRD Shareholder Special Fund 

VPD Vehicles per day 

WBIF Western Balkans Investment Framework 

 

EUR 1 = RSD 117.7 
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PRESIDENT'S RECOMMENDATION 

 

This recommendation and the attached Report concerning an operation in favour of the 

Republic of Serbia (the “Borrower”), are submitted for consideration by the Board of 

Directors. 

The facility will consist of a sovereign loan to the Borrower in the amount of up to EUR 

85 million for the benefit of Koridori Srbije d.o.o (“Corridors of Serbia” or the 

“Company”).   

The operation will enable the Company to construct a highway section, approximately 

39.4 km in length, between Nis and Plocnik in Serbia (the “Project”). The Project is 

part of Route 7 of the Western Balkans Core Network which connects Nis with Port of 

Durres in Albania via Kosovo’s capital Pristina, also known as the ‘Peace Highway’, 

and has been established as an extension of the Trans-European Transport (“TEN-T”) 

Corridor Orient/East Mediterranean.  

The Project will be co-financed with the European Investment Bank (“EIB”) and the 

European Union through the Western Balkans Investment Framework (“WBIF”), 

which is providing an investment grant in the amount of EUR 40.6 million. In addition, 

the WBIF provided grant funding for project preparation. Procurement of co-financed 

contracts will be managed by the EIB in accordance with the procedural framework 

between EBRD and EIB in respect of Mutual Reliance for Procurement in Joint Co-

Financed Public Sector Operations Outside the EU (“Procedural Framework”). 

Therefore, the Project requires an exception from the Bank’s Procurement Policies and 

Rules (“PP&R”) as envisaged by paragraph 2.4 for projects jointly co-financed with 

EIB. 

The expected transition impact of the Project includes Integrated and Inclusive qualities 

through the facilitation of Serbia’s internal and regional integration by improving the 

country’s key transport infrastructure, and the promotion of inclusive procurement 

practices to provide internships and on-the-job training opportunities for young women 

and men during the construction phase.  

TC support for the development and implementation of inclusive procurement practices 

is provided by the Government of Japan. Funding to hire a lender’s monitoring 

consultant is expected to be provided by the Central European Initiative (“CEI”) funds 

of Italy. 

I am satisfied that the operation is consistent with the Bank’s Strategy for Serbia, the 

Transport Sector Strategy, the Economic Inclusion Strategy, the Green Economy 

Transition (GET) approach  and with the Agreement Establishing the Bank. 

I recommend that the Board approve the proposed loan substantially on the terms of the 

attached Report. 

 

Suma Chakrabarti 
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BOARD DECISION SHEET 

SERBIA – Serbia Route 7 Highway - DTM 50086 

Transaction /   

Board Decision  
Board approval2 is sought for a sovereign loan of up to EUR 85 million to the Republic 

of Serbia to finance the construction of a highway section, approximately 39.4 km in 

length between Nis and Plocnik. The Bank will lend alongside the EIB which is the lead 

IFI for this project. As such, procurement of co-financed contracts will be carried out in 

accordance with the Procedural Framework, requiring an exception from the Bank’s 

PP&R as envisaged by paragraph 2.4 for projects jointly co-financed with EIB.  

Client The Borrower is the Republic of Serbia. The Client and implementing agency is 

Corridors of Serbia, a public company fully owned by the state, responsible for the 

construction of Serbia’s motorway network.  

Main Elements of 

the Proposal 
Transition impact  

Integrated - support Serbia’s regional integration and economic development through 

the construction of a highway section which will connect the country’s regions with 

major economic centres and with the neighbouring countries.  

Inclusive - promotion of inclusive procurement practices to provide on-the-job training 

and internship opportunities for young women and men during 

construction.[REDACTED] 

Additionality  

(i) Financing structure: The Bank offers a tenor above the market average, which is 

necessary to structure the Project. The Bank’s financing is needed to close the funding 

gap. At the same time, EBRD does not crowd out other sources, such as from IFIs and 

government and complements them. As a result of the Bank’s long-term relationship 

with it, the Client is willing to take on more risk and/or finance, enabling outcomes such 

as innovation or expansion into new markets. 

(ii) Standard setting: The Bank helps the Client to mitigate physical transition risks and 

take climate action, such as to identify and manage physical climate risks and build 

resilience to them. The Bank helps the Client to mitigate environmental, social and 

governance risks, through identification of risks related to the depletion of natural 

capital assets, raw materials and water availability etc., and to manage these risks. 

[REDACTED] 

Sound banking – The transaction is a sovereign loan. 

Key Risks The risks relate to the [REDACTED] nature of works that include tunnelling which is 

often more complex [REDACTED].  

Strategic Fit 

Summary 
The Project is fully consistent with the Bank’s Country Strategy for Serbia  by improving 

the transport network and supporting regional integration, Transport Sector Strategy by 

supporting development of sustainable transport through climate change adaptation and 

road safety enhancement, Economic Inclusion Strategy by introducing international best 

practices on inclusive procurement and Green Economy Transition (“GET”) approach.  

                                                 
2 Article 27 of the AEB provides the basis for this decision. 
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ADDITIONAL SUMMARY TERMS FACTSHEET 

EBRD Transaction A sovereign loan in the amount of up to EUR 85 million to the Republic of Serbia 

(the “Borrower”) to finance the construction of a new highway section, 

approximately 39.4 km in length, to semi-motorway standard, between Nis and 

Plocnik (the “Project”). 

Existing Exposure The Bank’s total cumulative sovereign exposure to Serbia as of 31 May 2020 

was EUR 1.532 billion [REDACTED] 

Maturity / Exit / 

Repayment 
15 years [REDACTED]. 

AMI eligible financing None. 

Use of Proceeds Co-financing of the works for a new motorway section, approximately 39.4 km 

in length, to semi-motorway standard, between Nis and Plocnik in Serbia. The 

works will be procured in four lots with the first two contracts expected to be 

tendered in mid-2020 followed by the other two contracts expected to be 

tendered in early 2021. The entire financing needs to be in place before 

procurement can commence.  

The use of proceeds will be controlled and monitored through documentary 

evidence [REDACTED]. 

Investment Plan [REDACTED] 

Financing Plan  [REDACTED] 

Key Parties Involved  Ministry of Finance of the Republic of Serbia 

 Ministry of Construction, Transport and Infrastructure 

 Corridors of Serbia 

 EIB 

 EU/WBIF 

Conditions to 

effectiveness  
 Ratification of the Loan Agreement by the Parliament of Serbia 

[REDACTED] 

Conditions precedent to 

first disbursement 
 [REDACTED] 

 Satisfactory implementation of the Environmental and Social Action Plan 

(“ESAP”) relating to project preparation activities; 

 Incorporation of the road safety audits’ recommendations and climate 

resilience measures into the design of the Project; 

 Introduction of a requirement into the tender documents for contractors to 

offer on-the-job training and internships to students and unemployed youth 

during construction (inclusive procurement). 

Key Covenants  

 
 [REDACTED] Starting from the date of effectiveness of the Loan 

Agreement the Client shall submit to the Bank not later than 45 days after 

the end of each reporting period Quarterly Project Progress Reports during 

the Project implementation; [REDACTED] 

 Implementation of the ESAP [REDACTED] 

Security /  

Guarantees 
Sovereign loan 

Other material 

agreements  
 Subsidiary Agreement between the Borrower and the Client; 

 Project Agreement between the Bank, the Borrower and the Client;  
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 Project Implementation Agreement between the Bank and EIB in respect of 

the procedural framework between EBRD and EIB for procurement in joint 

co-financed public sector operations outside the European Union. 

Associated Donor 

Funded TC and co-

investment 

grants/concessional 

finance 

The Project includes the following TCs for a total of EUR 10.06 million, non-

reimbursable, to assist the Client with project preparation and implementation, 

institutional capacity building and for a Lender’s Monitor.  

Pre-signing: 

 Pre–feasibility study for the construction of Serbia Route 7 highway; 

[REDACTED]; Completed; 

 Feasibility study and preliminary design for the construction of Serbia Route 

7 highway; [REDACTED]; Completed; 

 Preparation of detailed design and tender documents of section Nis-Plocnik 

of Serbia Route 7 highway;  [REDACTED]; Ongoing; 

 

Post-signing: 

 Works supervision and implementation support; [REDACTED]; Approved. 

 Development and implementation of inclusive procurement practices, 

engaging and supporting the Client and contractors to offer internships and 

on-the-job training opportunities to young people during construction; 

[REDACTED]); Approved. 

 Lender’s Monitor: [REDACTED]; Approved. 

 

Reimbursement: 

The above assignments will be non-reimbursable transactional TCs required to 

assist the Client in project preparation and implementation and institutional 

capacity building.  

 

Cost sharing:  

Parallel client contributions:  

The Borrower is expected to contribute EUR 5.54 million in the form of EIB 

loan-funded works supervision and implementation support. In addition, the 

Borrower will make a further parallel contribution in the form of payment of any 

VAT, (currently, at 20 per cent), associated with the works and post-signing TC 

assignments.  

 

In-kind contribution: 

Additionally, the Client will also provide in-kind support in the form of office 

space, communication connections, etc., for the consultants to work, expected 

to amount to 3 per cent of the total TC budget.  

[REDACTED] 
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INVESTMENT PROPOSAL SUMMARY 

  

1. STRATEGIC FIT AND KEY ISSUES 

 

1.1. STRATEGIC CONTEXT    

The Project is a follow-on operation to the Bank’s previous projects for the 

development of Serbia’s road network. The Project represents the Bank’s continuous 

support to the development of the country’s infrastructure and, in particular, the Bank’s 

commitment to supporting the Government of Serbia in developing Route 7 which is 

part of the Western Balkans Core Road Network and a high priority for promoting 

regional connectivity and political stability in the Western Balkans.  

The Project will support Serbia’s economic development and contribute to its regional 

integration by promoting regional connectivity. The Project, through inclusion of road 

safety audit recommendations and climate change resilience measures in the road 

design, will support the strengthening of road safety management and climate change 

adaptation, which are of particular importance in the Western Balkans due to the 

challenging geographical location of most of the road network. 

The Project is, therefore, fully consistent with the Transport Sector Strategy  and 

notably with Strategic Direction 1 (“Connected Networks”) which aims to 

“Complement co-financing partners with investment in constructing, upgrading and 

modernising of motorways, national, regional, local and rural cross border road 

infrastructure to improve access to markets and services, and create linkages to key 

transport networks and corridors; and supporting corridors and network plans such as 

TEN-T… in the economies where the Bank invests”. The Project is also fully consistent 

with Strategic Direction 2 (“Private Sector Participation”) which aims to “Promote a 

market-based approach by combining financing of priority public sector transport 

projects with policy dialogue, capacity building and sector reform requirements” and 

with Strategic Directions 3 and 4 which aim to address environmental and social 

challenges, road safety issues and climate resilience. 

The Project is fully consistent also with the Bank’s Country Strategy for Serbia which 

states that the Bank will “Support development/extension of transport network 

corridors…including Route 7 (Merdare-Pristina ‘Peace Highway’), which is part of the 

Western Balkans Core Network)…”. The Project will help develop a key international 

road corridor in Serbia which is important for the country’s further integration into the 

regional and international markets.  

The Project is consistent with the Bank’s Economic Inclusion Strategy by promoting 

youth inclusion[REDACTED]. By introducing international best practices on inclusive 

procurement, the Project will encourage private sector contractors to open up 

internships and on-the-job training opportunities for young people to equip them with 

practice-oriented skills, gain valuable work-based experience and thereby enhance their 

employability. The Project will also contribute to improving resilience of Serbia roads 

to the impacts of climate change in line with the Green Economy Transition (GET) 

approach.  
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[REDACTED] The Project has been established as an extension of the Trans-European 

Transport Networks (TEN-T) and forms part of the Connectivity Agenda of the 

European Union which promotes transport connectivity in the Western Balkans as an 

important factor for the economic development, regional cooperation and EU 

integration.  

 

1.2 COVID-19 IMPACT 

Serbia has been severely affected by economic impacts of the COVID-19 crisis. The 

economy is forecasted to contract by 3.5 per cent in 2020, as the pandemic has disrupted 

international trade and forced several large manufacturers in Serbia to close 

temporarily. The economy is expected to recover rapidly in 2021with a GDP growth of 

6.0 per cent. To respond to the pandemic crisis and boost economic growth, the Serbian 

government plans to implement an economic package of EUR 5.1 billion. In addition, 

to mitigate the economic effects of the pandemic, the National Bank of Serbia, the 

country’s central bank, lowered the key policy rate by for the third time this year by 

another 25 basis points to 1.5 per cent. The COVID-19 crisis also prompted Standard 

and Poor’s to revise the outlook on Serbia's long-term credit rating from positive to 

stable in early May 2020, but without changing the rating (‘BB+’ long-term and ‘B’ 

short-term sovereign credit rating).  

 

1.3 TRANSITION IMPACT  

The Project will contribute to the transition qualities of Integrated and Inclusive 

through: (i) the construction of a new highway section which will materially improve 

mobility and enhance traffic safety; and (ii) the introduction of inclusive procurement 

practices to open up internships and on-the-job training opportunities for young women 

and men.  

[REDACTED] The Project will build on the earlier reforms implemented in Serbia’s 

road sector under the Bank’s previous projects which included improvement of road 

sector financing to ensure an adequate and stable source of funds, institutional reform 

through the adoption of a new roads law, and reform of road maintenance practices. 

More recently, the Bank supported the development of a national road safety strategy, 

the introduction of electronic tolling, private sector participation in road maintenance 

through performance-based maintenance contracts and in tolling, and trade facilitation. 

[REDACTED] 

The table below sets out the transition objectives and details of the Project. The relevant 

Monitoring Indicators and timing of their delivery are shown in Section 2. 

 
Primary Quality: Integrated 

Obj. 

No. 
Objective Details 

1.1 Provision of new 

infrastructure 

between or within 

regions that are 

currently 

The Project will support Serbia’s economic development by 

improving connectivity between its regions and the 

neighbouring countries. The Project will improve road 

infrastructure and services, [REDACTED] facilitating the 

flow of goods and people and reducing transportation costs. 
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inadequately 

integrated. 

The Project will materially improve mobility and traffic 

safety, which will be verified on the back of transport data. 

 

Secondary Quality: Inclusive 

Obj. 

No. 
Objective Details 

2.1 The Project will 

introduce a new, 

replicable and 

nationally 

accredited 

training 

programme (to 

equip 

[REDACTED] 

young 

people/women/loc

al population with 

higher skill levels 

in partnership 

with a local 

vocational school 

or university). 

The Project will introduce inclusive procurement practices to 

engage and support the Client and private sector contractors 

to develop and implement internships and on-the-job training 

programmes for young people as part of road construction. 

Through the integration of an additional clause into the 

procurement documentation, contracting companies will be 

encouraged to offer on-site training opportunities to young 

people who are either currently unemployed, or enrolled in a 

construction-related degree and in need of practical 

experience. Contractors are expected to collaborate with the 

National Employment Services of Serbia to provide practical 

training to a number of unemployed youth from the local 

region, and also participate in a formal internship scheme 

with a local education institution, particularly reaching out to 

young female students in relevant degrees such as 

engineering, geology, environment, etc. [REDACTED] 

 

Delivery risks 

The main risk to the delivery of the transition impact of the Project is that the 

Government of Serbia ceases to consider the Project and its transition objectives as a 

priority. However, given the Government’s strong commitment to developing the 

Project as a high priority for Serbia’s economic development and regional integration, 

it appears unlikely that the Government would withdraw its support. The Bank will 

mitigate this risk through on-going policy dialogue. The risk of the Client giving up its 

support to the implementation of inclusive procurement to provide on-the-job training 

to young engineers and students is mitigated by the ongoing relationship between the 

Bank and the Client and clear understanding by the Client of the importance of such 

transition objective for the youth employment in Serbia. The key benchmarks will also 

be covenanted in the Project’s legal documentation, providing further comfort that they 

will be implemented. The key benchmarks will also be covenanted in the legal 

documentation for the Project, providing further comfort that they will be implemented.  
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1.4 ADDITIONALITY 

 
Identified triggers Description 

A subsequent/ 

consecutive 

transaction with the 

same client/ group 

either with the same 

use of proceeds or in 

the same country. 

The Project is a follow-on operation to the Bank’s previous projects for 

the development of Serbia’s road network. It represents the Bank’s 

commitment to supporting the Government of Serbia in improving 

regional connectivity and political stability through development of 

road networks. It will also contribute to strengthening road safety 

management and climate change adaption, as well as promoting youth 

employment through introducing international best practices on 

inclusive procurement. 

 
Additionality sources  Evidence of additionality sources 

Financing Structure -  

 EBRD offers a tenor, which is above the market 

average and is necessary to structure the project. 

 EBRD investment is needed to close the funding 

gap. At the same time, EBRD does not crowd 

out other sources, such as from IFIs, 

government, commercial banks and/or 

complements them. 

Tenor is 15 years [REDACTED].  

The loan is co-financed by EIB, WBIF 

investment grants, and the Government of 

Serbia. Therefore, EBRD does not crowd 

out other sources, such as from IFIs and 

government, but complements them. 

Risk Mitigation 

 EBRD provides comfort to clients and investors 

by mitigating non-financial risks, such as 

country, regulatory, project, economic cycle, or 

political risks. 

 EBRD helps the client to mitigate physical 

transition risks and take climate action, such as 

to identify and manage physical climate risks 

and build resilience to them. 

 EBRD helps the client to mitigate 

environmental, social and governance (ESG) 

risks through identification of risks related to the 

depletion of natural capital assets, raw materials 

and water availability, etc., and to manage these 

risks. 

Through inclusion of road safety audit 

recommendations and climate change 

resilience measures in the road design, the 

Project will support the strengthening of 

road safety management and climate 

change adaptation, which are of particular 

importance in the Western Balkans due to 

the challenging geographical location of 

most of the road network. The Project’s 

ESAP includes the need to undertake 

additional pre-construction biodiversity 

surveys in areas of conservation 

importance to refine proposed mitigation 

strategies. 

Standard-setting: helping projects and clients 

achieve higher standards 

 Client seeks/makes use of EBRD expertise on 

higher inclusion and gender standards and/or 

equal opportunities action plans. 

 Client seeks/makes use of EBRD expertise on 

best international procurement standards. 

By introducing international best practices 

on inclusive procurement, the Project will 

introduce in the tender documents a 

requirement for contractors to offer 

internships and on-the-job training for 

students and young unemployed during 

construction, thereby increasing their 

employability. The internship programme 

in particular will strengthen equal 

opportunities in the male-dominated 

construction sector, by specifically 

reaching out to female talent and 

encouraging their participation in the 

programme. 
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1.5 SOUND BANKING - KEY RISKS 

 

Risks Probability 

/ Effect 

Comments 

Implementation 

risk 

 

Low / 

Medium 

In mitigation of this risk, the Project’s implementation will be 

supported by international consultants. TC support is therefore 

envisaged to ensure that procurement follows the procurement 

arrangements of the Procedural Framework between the Bank 

and the EIB, works are supervised by an experienced 

supervision engineer and the Project Implementation Unit is 

staffed with adequate resources and assisted by international 

consultants.  In addition, the Bank will work closely with the 

Client prior to and during the implementation of the works 

[REDACTED].  

 

The implementation will be carried out by the Client’s staff 

which has previous experience through the implementation of 

projects financed by the Bank, the EIB and the World Bank.  

Political risk 

 

Low / Low [REDACTED] Project is a high priority for the Government 

which has a strong interest in ensuring its smooth 

implementation. In addition, this risk is mitigated by the Bank 

strong profile in the country and its long experience of policy 

dialogue with the Serbian Government and the Client as well 

as by the involvement of the EIB as the lead co-financier.  

Macro-

economic risk 

 

Medium/ 

Medium 

[REDACTED] The pandemic has disrupted international trade 

and forced several large manufacturers in Serbia to close 

temporarily. In light of the COVID-19 crisis, GDP is expected 

to fall by 3.5 per cent in 2020, recovering in 2021 by 6.0 per 

cent. 

The macro-economic risk is mitigated by: (i) the signing in 

July 2018 of another non-financing agreement between Serbia 

and the IMF - a 30-month Policy Coordination Instrument to 

support macroeconomic stability and structural reforms, 

including those in the public sector; [REDACTED] Serbia’s 

government plan to implement an economic package of EUR 

5.1 billion to respond to the COVID-19 crisis and boost 

economic growth.  
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2. MEASURING / MONITORING SUCCESS  

 

Overall objectives of project  Monitoring benchmarks Implementation timing 

- Compliance with design standards 

and project specifications; 

 

 

 

- On-time project implementation 

 

- Standard quarterly 

Progress Reports 

prepared by the Client, 

and covenanted in the 

Loan Agreement; 

- Completion according 

to the timeline and 

within the budget. 

[REDACTED] 

 
Primary Quality: Integrated 

Obj. 

No. 

Monitoring 

indicator 
Details 

Baseli

ne 
Target Duration 

1.1 Expanded access of 

infrastructure 

across regions 

A highway section, 

approximately 39.4 km in 

length, on Route 7 of the 

Western Balkans Core 

Network. 

[RED

ACTE

D] 

[REDA

CTED] 

[REDAC

TED] 

1.2 Net increase in road 

infrastructure usage 

and/or capacity. 

Number of passengers per year 

based on Annual Average 

Daily Traffic [REDACTED] 

[RED

ACTE

D] 

[REDA

CTED] 

[REDAC

TED] 

 

Secondary Quality: Inclusive 

Obj. 

No. 

Monitoring 

indicator 
Details 

Baseli

ne 
Target Duration 

2.1 Number of youth 

earning an 

accredited 

certification and 

enhancing their 

skills as a result of 

training 

The Project will engage the 

Client and contractors to train 

[REDACTED] young people 

as a result of inclusive 

procurement practices. 

Accreditation will be achieved 

through collaboration with 

Serbia’s National Employment 

Services as well as by working 

with a local education 

institution to establish a formal 

internship programme. 

[RED

ACTE

D] 

[REDA

CTED] 

[REDAC

TED] 

2.2 Cooperation 

partnership 

between private 

sector and 

education providers 

established or 

strengthened to 

support learning 

opportunities for 

women 

As part of the envisaged 

internship programme, 

contractors will work with the 

selected local education 

institution to particularly reach 

out to female students in 

relevant degrees and attract 

them to the programme. 

[REDACTED] 

[RED

ACTE

D] 

[REDA

CTED] 

[REDAC

TED] 
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3. KEY PARTIES  

 

3.1 BORROWER   

The Borrower is the Republic of Serbia represented by the Ministry of Finance of 

Serbia. The state budget does not have a dedicated revenue source for sovereign loan 

repayments. In general, the repayments are made from the budget and new borrowings 

such as government bond issuance.  

 

3.2 CLIENT 

The Client and implementing agency is Koridori Srbije ltd. (“Corridors of Serbia” or 

“KS”), a public company established in 2009 initially to manage the construction of 

motorways on sections of Corridor X in Serbia financed by the Bank, EIB and the 

World Bank. Following the further development of motorways in Serbia, Corridors of 

Serbia is now responsible for the construction of Serbia’s motorway network which 

includes sections of Corridor X, Corridor XI and Route 7 which include financing from 

IFIs. These responsibilities include day-to-day management of the projects, including 

land expropriation, procurement, financial management, supervision, reporting and 

liaison with the IFIs and other stakeholders.  

 

 

4. MARKET CONTEXT 

 

Serbia’s road network is approximately 40,000 km long. The roads are classified as 

follows: 

- Motorways, 782 km; 

- State roads, 15,420 km; and  

- Local roads, 23,780 km. 

The motorways and the state roads are operated by PERS. The local roads network is 

managed by the local government.  

Serbia’s geographical location offers the shortest road connections between western 

and south-eastern Europe and Greece, Turkey and further east. Corridor X, which 

connects Austria to Greece passing through Hungary, Slovenia, Croatia, Serbia, 

Bulgaria and [North] Macedonia, is considered as one of the key transport corridors in 

south-east Europe. Following completion of Serbia’s last section of Corridor X between 

Nis and the Bulgarian border which was opened to traffic in November 2019, the 

Serbian government is currently considering developing and upgrading the remaining 

part of their road network.  

In addition to the development of Route 7, the Government’s investment programme, 

as indicated in the General Master Transport Plan to 2027, includes, among others, the 

construction of a motorway between Belgrade and Port of Bar in Montenegro, and 

construction of motorway sections connecting Serbia with Romania and Bulgaria.  
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5. FINANCIAL / ECONOMIC ANALYSIS 

 

5.1 ECONOMIC ANALYSIS 

 

[REDACTED]  

 

5.2 SENSITIVITY ANALYSIS 

 

[REDACTED] 

 

5.3 PROJECTED PROFITABILITY FOR THE BANK 

 

[REDACTED] 

 

 

 

6. OTHER KEY CONSIDERATIONS 

  

6.1 ENVIRONMENT 

Categorised A (ESP 2014). An independent environmental and social consultant 

reviewed the Environmental and Social Impact Assessment (“ESIA”) documentation 

and associated management plans against the Bank's requirements and confirmed that 

the project has been structured in accordance with all relevant national, EU and EBRD 

Performance Requirements.  An ESIA, and supporting documentation including a 

Stakeholder Engagement Plan, Non-Technical Summary and Resettlement Policy 

Framework have been prepared by independent consultants working under the Western 

Balkans Investment Framework. These documents were disclosed on August 8, 2018. 

The permitting process is ongoing with the application for location conditions having 

been submitted. All permits will be in place before the launch of the tender for 

construction works.  

Subsequent to Environmental and Social Due Diligence, the Client finished 

implementation and certification of an ISO 14001 Environmental and Social 

Management System (“ESMS”) the Client also has an ISO 45001 certified Health & 

Safety Management System. In addition, the Client is committed to developing a human 

resources management system which will apply both to its employees and to contractors 

and other third parties.  

Employment rates for women in Serbia are significantly below the EU-27 average. The 

Client is committed to conducting an early assessment of available workforce and skills 

amongst women for all positions needed during the construction and operation of the 

road in order to prioritise female hiring. The ESIA included focus group discussions 

with women and further consultation activities with women in the project impact area 

are planned in the SEP. The Client has committed to implementing a code of conduct 

for workers covering Gender Based Violence and Harassment (“GBVH”) as well as 

training and awareness raising. Additional to the community grievance mechanism, the 
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Client will reinforce the capacity of local law enforcement in order to collaborate in 

addressing complaints of GBVH. 

The Project will be required to implement measures to manage dust and air emissions 

during the construction phase as well as implement controls and regular monitoring 

during the operations phase.  Mitigation measures to reduce noise impacts include the 

selection of machinery for road construction and the erection of noise barriers during 

road operations with locations based on the results of noise level analysis. The road 

crosses a number of water-courses including the River Toplica. Therefore, the Project 

will implement measures to manage water crossings and minimise impacts to 

watercourses during construction and operations as well as implement a water-quality 

monitoring program. 

The route alignment was optimised through assessment of a number of route variants 

that were evaluated based a weighted set of metrics including land-take and associated 

economic and physical displacement. The final alignment will require the permanent 

acquisition of approximately 400 ha of land, including 72 physical structures of which 

60 residential properties are affected in both municipalities Merošina and Prokuplje. A 

Resettlement Policy Framework has been prepared and disclosed. The Client have hired 

a consultant to prepare a Resettlement Action Plan with a final plan to be completed by 

Q3 2020. This plan, developed in consultation with affected people, will include 

surveys of all affected assets, a socio-economic survey, a detailed implementation plan 

and budget. The Client have committed to deploying an approach to RAP surveys and 

consultation that takes account of COVID-19 related restrictions. 

The route will cross the boundary edge of an important plant area (“IPA”) (Lalinacke 

Slatine) for a length of 600 metres and other natural habitats as identified by the ESIA.  

The road design includes a cut and cover tunnel through this area and the ESIA 

concludes that, with this measure, no likely significant effect will be caused to key 

values or the integrity of the site. In addition, the Client is committed to conducting pre-

construction biodiversity surveys. 

A Road Safety Audit was undertaken on the detailed design and mitigation measures 

agreed. A Stakeholder Engagement Plan (“SEP”) has been prepared for the project and 

includes requirements for public engagement during the pre-construction and 

construction period, including awareness-raising activities with the local communities 

on community health and safety and the grievance mechanism for the project. 

An Environmental and Social Action Plan (“ESAP”) has been agreed with the Client 

and includes requirements to: (i) develop and put in place relevant environmental and 

social management plans prior to construction; (ii) develop a Resettlement Action Plan 

(“RAP”) prior to any expropriations, (iii) undertake additional pre-construction 

biodiversity surveys in areas of conservation importance to refine proposed mitigation 

strategies (e.g. near the Lalinacke Slatine IPA) if appropriate and (iv) ensure that EBRD 

requirements are fully embedded in contractor documents. 

The Bank will evaluate the Project's environmental and social performance in 

accordance with the Bank's Performance Requirements through review of reports and 

monitoring visits. 
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6.2 INTEGRITY    

In conjunction with OCCO, integrity due diligence was undertaken on Corridors of 

Serbia, a 100 per cent state-owned company, its senior management and other key 

parties. The [REDACTED] project does not pose an unacceptable integrity or 

reputational risk to the Bank. Corridors of Serbia is an existing client of the Bank via 

the K10 project, and the experience to date has been positive.  [REDACTED] 

All actions required by applicable EBRD procedures relevant to the integrity issues 

have been taken with respect to the Project, and the project files contain the integrity 

checklists and other required documentation which have been properly and accurately 

completed to proceed with the Project. 
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ANNEXES TO OPERATION REPORT 

 

ANNEX 1 Traffic and Economics 

ANNEX 2 KS’s Organisational Structure 

ANNEX 3 KS’s Financial Highlights 

ANNEX 4 Transition Impact Scoring Chart   

ANNEX 5 Project Implementation and Procurement Plan 
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ANNEX 1 - TRAFFIC AND ECONOMICS  

 

1. TRAFFIC   
 

1.1 Existing Traffic Flows  

Data on existing traffic flows in the 2015 base year has been abstracted from the draft 

Final Feasibility Study Report dated June 2017 for the ‘Construction of Highway E-80 

(SEETO Route 7)’, which was prepared under the Western Balkans Investment 

Framework (WBIF) Infrastructure Project Facility.  Existing traffic flows used in the 

Feasibility Study were obtained from the Public Enterprise Roads of Serbia road data 

base.  These traffic flows were then used to prepare a 2015 Base Year traffic model 

which covered a road network having a total length of 1,996 km [REDACTED].    

The 2015 base year modelled daily traffic flows on the E-80 Route 7 highway between 

Niš and Beloljin, expressed as annual average daily traffic (AADT), are shown below 

in Table 1.   
 

Table 1:  Existing 2015 Base Year Traffic (AADT)    

Location 
2015 Base Year 

Traffic  

 

Existing Route 7 highway from Niš to Merosina  6,632 

 

Existing Route 7 highway from Merosina to Prokuplje East 5,768 

 

Existing Route 7 highway from Prokuplje East to Prokuplje West 4,979 

 

Existing Route 7 highway from Prokuplje West to Beloljin  3,866 
Source: Feasibility Study for Construction of Highway E-80 (SEETO Route 7) in Serbia, dated 30 June 2017  
 

1.2 Traffic Growth  

Traffic, growth rates were derived by applying income elasticity of demand factors for 

passenger and freight vehicles to forecasts of national economic growth, expressed as 

gross domestic product (“GDP”) published by the EBRD in November 2018.    

In the last three years, Serbia’s economy has shown modest growth with annual GDP 

increases of 0.8 per cent in 2015, 2.8 per cent in 2016 and 1.9 per cent in 2017.  

Significantly higher growth of 4.2 per cent is forecast in 2018 slowing to 3.5 per cent 

in 2019, as a result of stronger domestic demand coupled with increased levels of 

investment.  The Government has continued to exercise strong control of the economy 

and the budget remained in surplus in the first half of 2018, with public debt also 

continuing to fall.   

Serbia signed a 30-month Policy Coordination Instrument with the International 

Monetary Fund (IMF) in July 2018, which focuses on fiscal, structural and institutional 

reforms, as well as monetary and financial sector policies, all of which are key to 

sustaining the current high growth rates.  Continued growth at the current rates will 

require further strengthening of consumption and investment.  Risks to continued strong 
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growth mostly relate to the successful implementation of the fiscal reforms agreed with 

the IMF and continued growth in the Eurozone.    

A cautious view has been taken in predicting medium to long term economic growth 

for traffic forecasting with annual GDP growth of 3.0 per cent assumed in 2020, 

followed by annual GDP growth of 2.5 per cent between 2021 and 2030, and then 

annual GDP growth of 2.0 per cent in the period between 2031 and 2047.    

Table 2 below shows the derivation of the traffic growth rates adopted in the traffic 

forecasts used for the economic assessment of the project.  Growth rates for passenger 

vehicles were derived by applying a conservative income elasticity factor of 1.2 to GDP 

per capita growth and growth rates for freight vehicles were derived by applying an 

income elasticity factor of 1.0 to GDP growth.   
 

 

Table 2  GDP and Traffic Growth  

Year 
GDP 

Growth 

GDP / 

Capita 

Growth 

Elasticity Factor 
Annual Traffic Growth 

Rate 

Passenger 

Vehicles 

Freight  

Vehicles 

Passenger 

Vehicles 

Freight  

Vehicles 

2012 -1.5% -1.3% - - - - 

2013 2.6% 2.6% - - - - 

2014 -1.8% -1.3% - - - - 

2015 0.8% 1.3% 1.2 1.0 1.6% 0.8% 

2016 2.8% 3.3% 1.2 1.0 4.0% 2.8% 

2017 1.9% 2.4% 1.2 1.0 2.9% 1.9% 

2018 4.2% 4.7% 1.2 1.0 5.6% 4.2% 

2019 3.5% 4.0% 1.2 1.0 4.8% 3.5% 

2020 3.0% 3.5% 1.2 1.0 4.2% 3.0% 

2021 – 2030 2.5% 3.0% 1.2 1.0 3.6% 2.5% 

2031 – 2040 2.0% 2.5% 1.2 1.0 3.0% 2.0% 

2041 - 2047 2.0% 2.5% 1.2 1.0 3.0% 2.0% 
Source: EBRD Regional Economic Prospects published by the Office of the Chief Economist in November 2018 

and EBRD Independent Consultant  

 

1.3 Forecast Traffic on the Route 7 Highway in Serbia  

The existing carriageway in the first highway section between Niš and Merosin will be 

improved maintaining its existing alignment, hence there will be no traffic diverting 

from the existing carriageway to the proposed new semi-motorway carriageway. In the 

remaining three highway sections between Merosin and Beloljin, the new improved 2 

lane single carriageway semi-motorway will be constructed on a new alignment, with 

connections provided to the existing carriageway from intersections located at the end 

of each section.   

Forecasts for traffic using the new improved semi-motorway and for traffic remaining 

on the existing route 7 highway carriageway were prepared by applying the annual 

traffic growth rates shown in Table 2 to the 2015 base year traffic shown in Table 1. In 

the ‘do-something’ scenario, appropriate provision was made in the ‘do-something’ 
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scenario for through traffic diverting from the existing Route 7 carriageway to the new 

improved semi-motorway carriageway to take advantage of the time savings this new 

carriageway offers.  [REDACTED] 

 

 

2. ECONOMIC ANALYSIS  

 

2.1 Methodology  

A cost-benefit analysis was carried out for the proposed improvement of the Route 7 

highway between Nis and Beloljin, using the Highway Development and Management 

(HDM-4) economic analysis model, which takes account of congestion effects as traffic 

reaches the nominal capacity of road links.   

The HDM-4 model computed savings in maintenance costs, vehicle operating costs 

(“VOCs”) and travel time costs between the do-something scenario (project case) and 

the do-minimum scenario (without project case) over a 25 year evaluation period.   

In the do-something scenario, time savings and VOC savings were considered for: (i) 

through traffic diverting from the existing route 7 highway to the new improved 2 lane 

single carriageway; and (ii) short distance local traffic that would remain on the existing 

route 7 carriageway.     

 

2.2 Data  

 

[REDACTED] 

 

2.3 Results of the Economic Analysis  

 

The cost–benefit analysis was carried out over a 30 year period to take account of 

preparation and construction activities taking place between 2019 and 2024, followed 

by a 25 year operating period starting in 2024.  [REDACTED] 

Sensitivity tests were carried out to determine the effect on the EIRR for the investment 

to variations in key input parameters.  [REDACTED] 
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ANNEX 2 - KS’S ORGANISATIONAL STRUCTURE 
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ANNEX 3 - KS’S FINANCIAL HIGHLIGHTS 

 

[REDACTED] 

 

 

ANNEX 4 - TRANSITION IMPACT SCORING CHART   

 

 
 

  

OFFICIAL USE 
Transition impact assessment: summary 

 

Score for primary transition quality  Score for secondary transition quality 

Quality: Integrated  Quality: Inclusive 

Component: Overall  Component: Youth 

Quality average score: 70  Quality average score: 65 

                       ↓           ↓ 

ATQ adjustment 
 

ATQ adjustment 

Country: Serbia 
 

Country: Serbia 

ATQ adjustment: Overall: -1.4% 
 

ATQ adjustment: Youth: -0.9% 

Adjusted Quality score: 69 
 

Adjusted Quality score: 64 

↓                        ↓  

Weighted TI score* 

Base TI score (ATQ-adjusted): 68 

↓ 

Adjustment for Country Strategies 

Adjustment: 2.0% – Strategic project alignment 

CS Adjusted score: 69 

↓ 

Final TI score 

Final TI score: 69 

 

*The Primary Quality score is weighted 75% for the calculation of the Base TI Score. The Secondary Quality is 

weighted 25%. 
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ANNEX 5 - PROJECT IMPLEMENTATION AND 

PROCUREMENT PLAN 

 

Procurement classification – Public sovereign 

 

[REDACTED] The Project is implemented by the Corridors of Serbia, an existing 

Bank client which is currently implementing with good results the K10 Project (DTM 

ID 39750). The Corridors of Serbia has proved to be capable and has gained 

experience from implementing previous similar projects financed by EIB and EBRD.  

As such, the risk assessment of the Client’s capacity of implementing the current 

project is moderate, the main risk coming from the fact that the Project will be 

implemented under the EIB Guide to Procurement and EIB monitoring which 

historically had slower implementation pace than projects implemented under EBRD 

PPR and EBRD monitoring. 

 

Contracts risk assessment 

 

The EBRD loan proceeds will be used for financing up to three works contracts 

covering highway sections with an average length of 8 km for which the final designs 

will be provided by the Client. These contracts include also tunnelling work which 

require a higher degree of specialization and are often more complex works. 

[REDACTED] 

 

Additionally, the Project includes the procurement of off-the-shelf M&E and ITS 

equipment for the highway. Such equipment are ready available with a very well 

established competitive market.   

Project implementation arrangements: 

 

This is the Bank’s second road project with the Client. The Project includes 

implementation support to be provided by international consultants to the Client’s PIU 

including procurement support to mitigate the implementation risks. In addition, the 

Project includes a lender’s monitor. These arrangements are considered adequate to 

mitigate the Project’s risks. 

 

Procurement arrangements:  

 

The Project requires an exception from the PP&R as envisaged by paragraph 2.4 for 

projects jointly co-financed with EIB.  

 

The Bank will act as co-financier for the Project co-financing with EIB the works 

contract (based on FIDIC Red Book). The consultancy contracts for the detailed design 

are financed by the WBIF and managed by the EIB as lead IFI, whereas the consultancy 

contracts for the works supervision and the implementation support are expected to be 

funded from the EIB. For this reason, it is recommended to allow the use of the 

procurement rules for ‘Operations outside of the European Union’ contained in the EIB 

‘Guide to Procurement’.  
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Following the FOPC recommendation on 19 November 2015, the Board granted a 

blanket exception from PP&R projects jointly co-financed with EIB subject to meeting 

the conditions set in the Procedural Framework between EBRD and EIB in respect of 

Mutual Reliance for Procurement in Joint Co-Financed Public Sector Operations 

Outside the EU (“Procedural Framework”). The Bank-funded TC contracts will be 

implemented in accordance with the requirements of the EBRD’s PPR for the public 

sector operations and be subject to Bank’s prior review. 

 

Additional information:  

 

The works contracts will be co-financed with the EIB on a joint co-financing basis. A 

Project Implementation Agreement between the Bank and the EIB will be signed prior 

to the commencement of any loan-funded procurement activity. 

 
 
 
 


