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ABBREVIATIONS / CURRENCY CONVERSIONS  

CP  Conditions Precedent  

ECEPP  EBRD Client e-Procurement Portal  

EIRR  Economic Internal Rate of Return  

EPG  Economics, Policy and Governance  

ESAP  Environmental and Social Action Plan  

ESD  Environmental and Sustainability Department  

ESDD  Environmental and Social Due Diligence  

ESIA  Environmental and Social Impact Assessment  

ETI  Expected Transition Impact  

EUR  Euro  

FIDIC  International Federation of Consulting Engineers  

GDP  Gross Domestic Product  

GET  Green Economy Transition  

GHG  Greenhouse Gas  

MoU  The Memorandum of Understanding  

OCCO  Office of the Chief Compliance Officer  

OGC  Office of the General Counsel  

PIU  Project Implementation Unit  

PP&R  Procurement Policies & Rules  

PPAD  Procurement Policy and Advisory Department  

PTI  Portfolio Transition Impact  

RAROC  Risk-adjusted return on capital  

SSF  Shareholder Special Fund  

TA/TC  Technical Assistance/Technical Cooperation  

TEN-T  Trans-European Transport Network  

TIMS  Transition Impact Monitoring System  

TOMS  Transition Objective Measurement System  

 

F/x: 1 EUR = 61.6 MKD (1 July 2021) 
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PRESIDENT’S RECOMMENDATION 

 

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

Enterprise for State Roads (the “Company” or “PESR”), a state-owned company incorporated in the 

Republic of North Macedonia, are submitted for consideration by the Board of Directors. 

 

The facility will consist of a sovereign-guaranteed loan to the Company in the amount of up to EUR 

110 million, structured in two tranches. [REDACTED].  

 

The operation will enable PESR to finance: (i) the works and works supervision related to the 

construction of a 10.2 kilometres-long section running from Bukojchani to Kichevo, and (ii) the 

detailed design for a 4 kilometres-long subsection of the Bukojchani-Kichevo road (the “Project”). 

The Project is co-financed with an investment grant in the amount of up to EUR 24.56 million from 

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

which EUR 19.85 million has already been approved by the EU/WBIF [REDACTED]. 

 

The development of Corridor VIII is a strategic priority for North Macedonia and has been identified 

as an extension of the Trans-European Transport Networks (“TEN-T“) to the Core Network of the 

Western Balkans. The operation will support North Macedonia’s national economic development and 

contribute to the regional integration of the country by improving connectivity within the western 

region as well as with the neighbouring countries and EU markets. 

 

The expected transition impact of the Project is derived from the Resilient and Inclusive qualities. 

The Resilient quality will be derived from the Project’s ability to facilitate participation of the private 

sector in operations and maintenance through tendering out a build-and-maintain contract, which 

incorporates requirements addressing physical climate risks during the construction, operation and 

maintenance stages of the Project. The Inclusive quality is derived from the introduction, for the first 

time in the country, of on-site training and internship opportunities for a number of young people 

through application of inclusive procurement principles. The Project will also target that 

[REDACTED] per cent of university graduates trained be young women, in line with wider outreach 

and gender equality activities envisaged under the Project. [REDACTED]. 

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

Economic Inclusion Strategy, the Bank’s Strategy for the Promotion of Gender Equality, the 

Transport Sector Strategy, the Green Economy Transition (GET) approach 2021-2025 and with the 

Agreement Establishing the Bank. 

 

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

Report. 

 

 

 

       Odile Renaud-Basso  

 

  



PUBLIC 

5 

 
PUBLIC 

BOARD DECISION SHEET 

NORTH MACEDONIA – CORRIDOR VIII-PHASE I - DTM 49119 

 

Transaction 

/ Board 

Decision  

Board approval2 is sought for a sovereign-guaranteed loan of up to EUR 110 million in favour 

of Public Enterprise for State Roads (the “Company” or “PESR”), a state-owned company 

incorporated in the Republic of North Macedonia. The loan will finance the construction of the 

Bukojchani-Kichevo road section, 10.2 km in length [REDACTED]. The Project is co-financed 

with an investment grant [REDACTED] from the European Union (EU) through the Western 

Balkans Investment Framework (“WBIF”), of which EUR 19.85 million has already been 

approved by the EU/WBIF [REDACTED]. 

Client PESR is a state-owned company responsible for the operation and maintenance of the national 

and regional road network in North Macedonia. It was established in December 2012 as a legal 

successor to the Agency for State Roads (“ASR”), following its reorganisation with the aim of 

giving the newly established PESR greater independence from the State budget. This 

reorganisation improved the efficiency of road project implementation in North Macedonia. 

Main 

Elements of 

the Proposal 

Transition impact  

Primary Quality: Resilient - the Project will facilitate participation of the private sector 

in operations and maintenance through tendering out a build-and-maintain contract, which 

incorporates requirements addressing physical climate risks during the construction, 

operation and maintenance stages of the Project and inclusive procurement.  

Secondary Quality: Inclusive – the Project will introduce on-site training and internship 

opportunities for a number of young people through the application of inclusive 

procurement principles. The Project will target that [REDACTED] per cent of university 

graduates be young women, in line with wider outreach and gender equality activities 

envisaged under the Project. 

Additionality – i) lack of long-term financing in the country to match the useful life of 

infrastructure investments; ii) Bank’s further support of the commercialisation of the road 

sector in North Macedonia; iii) promotion of gender equality in the road sector. 

Sound banking – the capex estimates of the Project have been reviewed by an external 

consultant. PESR’s financial performance has improved in the last few years, partially due to 

growth in tolling revenues. The loan also benefits from a sovereign guarantee. 

Key Risks The key risks identified are related to PESR’s capacity to implement the Project within time 

and budget, which will be mitigated by providing consultants to assist the Company with 

project implementation and works supervision, and potential political and macro-economic 

developments that could affect the capacity of PESR to service its debt. Climate change risks 

were identified as a key physical risks to the asset, but have been addressed through targeted 

structural design improvements. 

Strategic Fit 

Summary 

The Project is in line with the Bank’s Strategy for North Macedonia, the Economic Inclusion 

Strategy, the Bank’s Strategy for the Promotion of Gender Equality, the Transport Sector 

Strategy, the Green Economy Transition (GET) approach 2021-2025 and with the Agreement 

Establishing the Bank. 

  

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

EBRD Transaction A sovereign-guaranteed loan of up to EUR 110 million in favour of Public 

Enterprise for State Roads (the “Company” or “PESR”), a state-owned company 

incorporated in the Republic of North Macedonia, to finance the construction of 

the Bukojchani-Kichevo road. [REDACTED] 

Existing Exposure As of June 2021, the Bank’s total sovereign exposure to the Republic of North 

Macedonia was EUR 652.3 million [REDACTED]. The Bank’s exposure to 

North Macedonia’s road sector is EUR 316.8 million and consists of the 

following projects:  

 Corridor X (Op ID 41981); EUR 43.7 million; [REDACTED]; 
 National Roads Programme (Op ID 45987); EUR 169.7 million; 

[REDACTED]; 

 Corridor X Tolling (Op ID 45515); EUR 10.0 million; [REDACTED]; 

 Regional and Local Roads Programme (Op ID 39311), EUR 10.9 million; 

[REDACTED]; 

 Shtip-Radovish Road Section (Op ID 47829); EUR 59.5 million; 

[REDACTED]; 

 Kriva Palanka Bulgarian Border (Op ID 49118); EUR 10.0 million; 

[REDACTED]; 

 Highway Tolling (Op ID 50769); EUR 13.0 million; [REDACTED]. 
Maturity / Exit / 

Repayment 

[REDACTED] 

Potential AMI  N/A 

Use of Proceeds The loan proceeds will be used for:  

- Works and works supervision contracts for the construction of Subsection 1;  

- Works and works supervision contracts for the construction of Subsection 2;  

- Detailed design for Subsection 2; and  

- Payment of EBRD’s Front-End Fee.  

The use of proceeds will be controlled and monitored through the application of 

EBRD Procurement Policies and Rules (“PP&R”) and documentary evidence 

approved by an independent engineer to be submitted for disbursements as per 

the EBRD Disbursement Handbook for Public Sector Projects. Monitoring will 

be conducted through the regular review of periodic progress reports and regular 

monitoring visits.  

Investment Plan [REDACTED] 

Financing Plan  [REDACTED] 

Key Parties Involved  PESR – Borrower; 
 Republic of North Macedonia, represented by the Ministry of Finance – 

Guarantor. 
Conditions to 

subscription / 

disbursement  

Conditions to effectiveness: 

 Guarantee Agreement signed and in place; 
 Legal Opinion on the Loan Agreement and Guarantee Agreement by the 

PESR and Legal Opinion on the Guarantee Agreement by the Ministry of 

Justice; [REDACTED]. 

Key Covenants  [REDACTED] 

Security /  

Guarantees 

Sovereign guarantee 

Other material 

agreements  

- MoU between PESR, National Employment Agency of North Macedonia and 

EBRD to deliver the inclusion component of the Project. 

- Grant Agreement for the use of the WBIF grant between the Bank and PESR. 

[REDACTED] 

Associated Donor Funded 

TC and co-investment 

A. Technical Cooperation (TC) 
Pre-signing:  

TC1: Environmental and Social Impact Assessment (“ESIA”). [REDACTED]. 
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grants/concessional 

finance 

TC2: ESIA Addendum. [REDACTED] TC3: Climate Resilience Assessment. 

[REDACTED] TC4: Youth inclusion through inclusive procurement in North 

Macedonia – Road Corridor VIII, Phase I. [REDACTED]. 

Post-signing:  

TC5: Project Implementation Unit (“PIU”) Assistance. [REDACTED]. 

 

Reimbursement:  
The above assignments are non-reimbursable transactional TCs required to 

evaluate the investment and assist the Company in project implementation.  

 

B. Co-investment grants / Concessional Finance (Non-TC)  
[REDACTED] EUR 19.85 million has been approved by the EU/WBIF 

[REDACTED]. 

[REDACTED]  
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INVESTMENT PROPOSAL SUMMARY 

 

1. STRATEGIC FIT AND KEY ISSUES 

1.1 STRATEGIC CONTEXT  

 

Corridor VIII is a multimodal transport corridor along the East-West axis, running through Bulgaria, 

North Macedonia and Albania, and linking Bulgaria’s Port of Varna on the Black Sea with Albania’s 

Port of Durres on the Adriatic Sea. It comprises sea and river ports, airports, roads and railways for a 

total length of 1,270 kilometres of railways and 960 kilometres of roads. It is the backbone of North 

Macedonia’s transport network with 62 per cent of the country’s population connected to it.  

 

The Project is consistent with a low carbon transition of the Macedonian transport sector comprising 

enhanced nationally determined contributions (“NDC”), sustainable transport strategy and low 

carbon path for transport modes. Whilst the Project is not subject to Paris alignment (“PA”) 

assessment, the Project’s preparation has been carried out to take these goals into consideration 

through a qualitative assessment of the Project’s consistency with the above mentioned strategies and 

quantitative assessment of vulnerability to physical climate risks as well as incorporation of shadow 

carbon pricing in the economic analysis in line with current EBRD methodology3.  

 

Under its enhanced NDC4 , North Macedonia has defined specific measures for the renewal of 

transport fleets (cars, goods vehicles and buses) and for the provision of electric charging 

infrastructure. [REDACTED].  

 

The North Macedonia’s Transport Strategy5 presents the country’s ambition to develop, by 2030, an 

integrated road, rail, air, and lake/port and urban transport, fully integrated in the European TEN-T 

transport networks and efficiently governed by a sustainable transport policy. The strategy notably 

includes specific objectives to develop and improve environmentally friendly and low carbon 

transport systems and stimulate modal shift, with key objectives in green mobility and logistics, 

transport safety as well as Intelligent Transport Systems (“ITS”) and digital technology. The strategy 

includes the development of road infrastructure for Corridor VIII, including the Project, with road 

tolls to be applied for all motorway road traffic, along with development of the railway link of 

Corridor VIII as a low carbon transport mode. [REDACTED]. 

 

Despite its critical importance to the North Macedonia’s economy, several key Corridor VIII sections 

of both railways and roads are yet to be constructed. Construction of Corridor VIII’s road is being 

carried out in a staged programme; critical sections of the Corridor VIII roads follow existing routes 

that have been upgraded to TEN-T Core Network Corridors status [REDACTED].  

 

The Project will finance a 10.2-kilometre road section of Corridor VIII, divided into two subsections, 

in the western part of North Macedonia. The Project will improve connectivity between North 

Macedonia and Albania within the Western Balkans region and between the Western Balkans and the 

European Union (“EU”), reduce travel time and vehicle operating costs, hence facilitating 

international transport and trade in the region and contributing to the Western Balkans’ economic 

growth. The Project, through inclusion of road safety audit recommendations, will support the 

                                                 
3 Methodology for the economic assessment of EBRD projects with high greenhouse gas emissions. Jan 2019 
4NDC (enhanced) – Technical Document, Final Version (Dec 2020) 

https://klimatskipromeni.mk/data/rest/file/download/60a2246c00ae5e1efab4a1281c2b898fa92568c2d0a12b10093f56af

265cb811.pdf  
5 Transport strategy – Draft National Transport Strategy (Dec 2018) http://www.mtc.gov.mk/media/files/2019/NTS-

final%20EN.pdf  

https://klimatskipromeni.mk/data/rest/file/download/60a2246c00ae5e1efab4a1281c2b898fa92568c2d0a12b10093f56af265cb811.pdf
https://klimatskipromeni.mk/data/rest/file/download/60a2246c00ae5e1efab4a1281c2b898fa92568c2d0a12b10093f56af265cb811.pdf
http://www.mtc.gov.mk/media/files/2019/NTS-final%20EN.pdf
http://www.mtc.gov.mk/media/files/2019/NTS-final%20EN.pdf
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strengthening of road safety management. The Project has moderate vulnerability to physical climate 

risks and the Project’s design includes appropriate measures to address specific climate change 

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

geographical location of most of the road network.  

 

The Project incorporates climate resilience measures to reduce weather-related damage to the project 

infrastructure and disruption to the traffic flows on the network; please see Annex 7 (GET 

Assessment) for more details. In addition, as part of the Project, the Bank will support PESR in the 

development of a climate resilience strategy (the “Climate Resilience Strategy”), which will set out 

actions for climate risk mitigation, operation, maintenance and monitoring of PESR’s assets, and 

outline capacity-building strategies for PESR. This strategy will build on PESR’s project design stage 

climate resilience recommendations to support the whole life management and monitoring procedures 

and will yield climate resilience benefits in the wider road network beyond the Bank’s investment. 

The recommendations of the Climate Resilience Strategy will be adopted by PESR and incorporated 

in the operations and maintenance requirements to be carried out [REDACTED].  

 

The Bank has played a unique role in the North Macedonian road sector since 2001, through the 

financing of the construction and modernisation of regional, local and Pan-European roads and 

through policy dialogue. EBRD engaged successfully to promote the commercialisation and 

reorganisation of the road sector, with efforts which first aimed at establishing stable and predictable 

financing sources. Later on, the Bank supported the redesigning of the institutional and corporate 

structure of the road sector by establishing PESR. Further reforms focussed on the introduction of 

performance based contracts with the private sector and modernisation of the nationwide tolling 

system.  

 

In line with these efforts, the Bank’s engagement in the Project will contribute to further 

commercialisation of the road sector in North Macedonia and introduce new standards and innovative 

practices in the sector. For the first time in the country, the Project introduces inclusive procurement 

practices in the road sector, supporting skills development for young people in the construction sector 

through on-site training opportunities. The proposed inclusion approach actively supports North 

Macedonia’s Youth Guarantee Programme, whose main aim is to increase employment of young 

people. The approach has significant potential for scale, when applied to public procurement 

processes on a systematic basis, especially taken into consideration that PESR carries out around six 

construction tender processes annually. The successful application of inclusive procurement on this 

Project is expected to provide a blueprint for maximising the inclusion impact of PESR’s future 

procurement activities. The Project is also expected to create a demonstration effect for a systemic 

impact on corporate standards and practices in the construction sector in the country, so that PESR 

and other asset managers and operators seek to include a requirement on the contractors to provide 

internship and training opportunities for young people in line with the national curricula for the 

project specific trades. The Project will also target that [REDACTED] per cent of university graduates 

be young women, in line with wider outreach and gender equality activities envisaged under the 

Project. 

 

As such, the Project is consistent with: 

 The Bank’s Country Strategy for the Republic of North Macedonia by addressing the need to 

“advance completion of the core transport networks under the TEN-T” and “finance last road 

sections of Corridor VIII and regional road linkages”. The Project will as well “follow principles 

of inclusive procurement to improve employability and skills for youth”.  

 The Bank’s Transport Sector Strategy which highlights the need to “support corridors and 

network plans such as TEN-T” as part of the objective of improving quality and connectivity of 

network infrastructure. The Strategy also states the need to “promote a market-based approach by 
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combining financing of priority public sector transport projects with policy dialogue” and to 

“leverage sovereign financing to create a platform for supporting private sector access”. 

 The Economic Inclusion Strategy which highlights the need to “support the private sector in the 

introduction of high quality local training and work based learning opportunities” and to 

“introduce inclusive (public) procurement practices that encourage private sector contractors to 

offer on-site work based learning opportunities to young people to gain work experience and 

exposure to potential employers and networks”. 

 The Strategy for the Promotion of Gender Equality which emphasises the importance of finding 

“ways to attract women into sectors where they are under-represented”. 

 GET Approach 2021-2025 by ensuring that the motorway takes into consideration climate change 

adaptation measures for both road design and operations & maintenance. 

 

The Project also contributes to a host of UN Sustainable Development Goals (“SDGs”), namely: (i) 

SGD 5 (the Project targets [REDACTED] per cent of the university graduates taking up internship 

placements are young women); (ii) SDG 8 (the Project will contribute to the enhancement of the 

country’s economic opportunities as well as participate to its economic growth); and (iii) SDG 10 

(the Project promotes youth inclusion).  

 

Please refer to Annex 1 for a detailed description of the Project. 

 

1.2 TRANSITION IMPACT  
Primary Quality: Resilient 

Obj. 

No. 
Objective Details 

1.1 Management 

contract/lease/outsourcing (i.e. 

without private capital 

investment) in an infrastructure 

sector where private sector 

involvement is either moderately 

or well developed 

[REDACTED]. 

As part of the Project, PESR will tender out the build-and-

maintain contract which for the first time incorporates the 

requirements addressing climate risks during the construction and 

operation and maintenance stages of the Project and inclusive 

procurement. The winning tenderer will be responsible for 

construction and operations and maintenance of the road 

[REDACTED]. It ensures the provision of adequate road 

maintenance services with climate risks in mind, while building 

up technical capacity of the private operators in the country. In 

the past, as part of the Bank’s engagement, PESR tendered out 

two other road projects under regular build-and-maintain 

contracts. It allowed PESR and the Bank to build further on their 

success and introduce new and innovative solutions in the build-

and-maintain contracts for the Project.  

1.2 First in the country - The project 

and associated TC support will 

help building necessary 

institutional capacity and 

procedures for sustainable and 

efficient infrastructure asset 

management as one of the first 

three times in the country. 

The Project will covenant key recommendations of the Climate 

Resilience Strategy to be adopted by PESR at corporate level. 

These will include a combination of investment and operational 

measures, such as future engineering works and nature-based 

solutions, which will be taken into consideration when designing 

the road projects, as well as operational traffic control measures 

to respond to incidents. 

Moreover, relevant actions from the Climate Resilience Strategy, 

which would include the identification and evaluation of 

appropriate climate resilient measures to mitigate potential risks 

and demonstrate co-benefits from the Project and its sustainable 

and efficient management. As part of this strategy, PESR will 

introduce key actions from the Climate Resilience Strategy to 
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address climate risks in operations and maintenance of the Project 

as well as other road sections across the network.  

 

Secondary Quality: Inclusive 

Obj. 

No. 
Objective Details 

2.1 The project will introduce a 

new, replicable and nationally 

accredited training programme 

improving skills for 

[REDACTED] people from the 

inclusion target group in 

partnership with (local) 

vocational schools or 

universities. 

The Project will introduce, for the first time in the North 

Macedonian context, inclusive procurement principles opening 

up training and internship opportunities within the construction 

industry and directly with the Project contractors to provide 

further access to training for young people in line with the national 

qualifications framework.  

 

The key change driven by the Project is that it introduces the 

notion of the private sector actively engaging for the provision of 

training and internship opportunities for unemployed young 

people, as part of a contracted scope. With high youth 

unemployment at over 35 per cent, this is one of the key issues in 

the country. In response to this, the Project will introduce 

inclusive procurement practices at the level of PESR 

[REDACTED]. The Project will target that [REDACTED] per 

cent of university graduates be young women, in line with wider 

outreach and gender equality activities envisaged under the 

Project. In addition, the trainees will benefit from classroom 

training to be provided by the local certified provider, building on 

cooperation with the National Employment Agency. As a result, 

trainees will obtain a professional certification and enhance their 

overall competitiveness in the market, and – importantly - gain 

exposure to a potential employer. 

 

Delivery risks: The risks for both Resilient and Inclusive qualities are mainly associated with PESR's 

ability to implement the Project on time and in line with the requirements agreed with the Bank, 

which include [REDACTED] build-and-maintain contract, addressing physical climate risks during 

the construction and operation and maintenance stages of the Project and inclusive procurement. The 

risks are mitigated through the Bank’s experience in the previous projects in North Macedonia and 

the region, which showed that the risk of implementation delays was triggered by poor road design 

and slow procurement processes. The Project will include PIU and inclusion assistance to support 

PESR in project implementation and a phased approach. The performance of the Bank’s projects in 

the North Macedonian road sector with regard to transition impact has been positive as described in 

Annex 3. 

 

1.3 ADDITIONALITY 

 
Identified triggers Description 

A subsequent/consecutive transaction with the 

same client/group [REDACTED]. 
The Project is a follow-on operation to the Bank’s previous 

projects for the development of North Macedonia’s road 

network. It represents the Bank’s commitment to supporting 

the Government of North Macedonia 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 
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Financing Structure -  

EBRD offers financing that is not available in 

the market from commercial sources on 

reasonable terms and conditions, e.g. a longer 

grace period than the market average, restricted 

foreign currency financing etc. Such financing 

is necessary to structure the project.  

 

EBRD offers a tenor, which is above the market 

average and is necessary to structure the project. 

Long-term financing required for infrastructure projects in 

North Macedonia continues to be available predominantly 

from the IFIs. [REDACTED]. 

Risk Mitigation 
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 adaptation measures in the road design and 

operations and maintenance, 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 studies 

to refine proposed mitigation strategies. 

 

By adopting key recommendations of the Climate Resilience 

Strategy, the Project will set out actions for risks mitigations, 

operation, maintenance and monitoring of PESR’s assets, 

and outline capacity-building strategies for PESR. The 

Strategy builds on PESR’s project design stage climate 

resilience recommendations to support the whole life 

management, maintenance, operation and monitoring 

procedures and will yield climate resilience benefits in the 

wider road network beyond the Bank’s investment. 

Standard-setting:  
Client seeks/makes use of EBRD expertise on 

best international procurement standards  

 

 

Gender SMART: Client seeks/makes use of 

EBRD expertise for the adoption of gender 

standards and/or equal opportunities action 

plans (e.g. improving women’s access to safe 

transport and/or women-led businesses 

participation in the client supply chain). 

 

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 construction sector, by specifically 

reaching out to female talent and encouraging their 

participation in the programme. In order to promote gender 

inclusion through the Project, PESR will engage in the 

promotion of the internship programme to young female 

graduates in order to mobilize their participation with the aim 

to ensure [REDACTED] per cent of the graduates taking up 

internship placements are young women.  

 

1.4 SOUND BANKING - KEY RISKS 

 

Risks Probability / 

Effect 

Comments 

Debt capacity risk  

 

Medium/ 

Low 

[REDACTED]. During 2020, the Company’s performance has been 

affected by the Covid-19 outbreak [REDACTED] In addition, the risk 

of insufficient debt service capacity is mitigated by the sovereign 

guarantee.  
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Completion / 

implementation risk 

Medium / 

High 

The nature of the civil works contract to be financed from the proceeds 

of the Bank’s loan is not highly complex and includes a construction of 

a tunnel and a bridge. PESR has extensive experience in implementation 

of EBRD-funded projects and the PIU will be supported by an 

international consultant. Due to the increased workload related to the 

implementation of several other large construction projects in parallel, 

PESR’s capacity has been strengthened with [REDACTED] new civil 

engineers dedicated in PIUs of respective Bank-financed projects and 

will be supported by an external procurement consultant. The Company 

will also select international reputable companies to perform 

supervision of the construction works.  

Sovereign risk 

 

Medium / 

Medium 

As of YE2020, public debt (comprising of state debt, municipal debt 

and debt of state-owned enterprises guaranteed by the government) 

reached 59.9 per cent of GDP. Despite an increase in public debt, Fitch 

confirmed its credit rating of BB+ with a negative outlook in November 

2020, while S&P confirmed country’s rating at BB- with a stable 

outlook in February 2021. [REDACTED] However, IMF expects public 

deficit to decline to 3.1 per cent in 2021, with rise in the debt level 

expected to be only temporary.  
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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 

- Progress reports, supervision 

reports, as covenanted in the 

Loan Agreement.  

 

- Completion according to the 

timeline and within the 

budget 

[REDACTED] 

 

Primary Quality: Resilient 

Obj. 

No. 
Monitoring indicator Details 

Baselin

e 
Target 

Due 

date 
TC 

1.1 Practices of the relevant 

stakeholder improved 

(operational) 

[REDACTED] 

 

The first build-and-

maintain 5-year contract 

which incorporates the 

requirements addressing 

inclusive procurement 

and climate risks during 

the construction and 

operation & maintenance 

stages of the Project 

awarded and 

implemented.  

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

 

Secondary Quality: Inclusive 

Obj. 

No. 
Monitoring indicator Details 

Baselin

e 
Target 

Due 

date 
TC 

2.1 Tailored training 

programme developed 

and implemented 

[REDACTED] 

 

As a result of the 

application of inclusive 

procurement standards, 

contractors will 

implement on-site 

training as part of the 

construction process, 

complementing 

classroom-based certified 

training delivered in 

cooperation with the 

National Employment 

Agency. 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

2.2 Number of youth 

earning an accredited 

certification and 

enhancing their skills as 

a result of training 

[REDACTED] 

 

[REDACTED] Young 

(under the age of 29) 

unemployed individuals, 

including [REDACTED] 

high-school graduates and 

6 university graduates, 

will enhance their skills 

and earn an accredited 

certification upon 

successful completion of 

training.  

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 
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Additional Indicators 

Indicator 

type 

Monitoring 

indicator 

Details Baseline Target Due 

date 

Advisory & 

Policy 

Indicators 

Recommended 

strategy agreed 

by PESR 

[REDACTED] 

The key recommendations of 

the Climate Resilience 

Strategy will be adopted by 

PESR. The Project-specific 

recommendations of a Climate 

Resilience Strategy will be 

incorporated in operations and 

maintenance requirements of 

the Project to be carried out 

[REDACTED]. 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

Gender 

Additionality 

Cooperation 

partnership 

between private 

sector and 

education 

providers 

established or 

strengthened to 

support learning 

opportunities 

for women 

[REDACTED] 

PESR will collaborate with the 

National Employment Agency 

and local education providers 

to promote the participation of 

women in construction and 

other, road sector-related 

occupations. PESR, together 

with the selected contractor(s), 

will identify and implement 

key measures to attract a larger 

number of women to available 

positions and the newly 

established training 

programme as a first of its 

kind. 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

Gender 

Additionality 

Number of 

female youth 

enhancing their 

skills as a result 

of training 

[REDACTED] 

The Project will target 

[REDACTED] unemployed 

university graduates 

participating in the Project be 

young women.  

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

 

 

3. KEY PARTIES  

3.1 BORROWER  

 

PESR, a state-owned company, is responsible for the operation and maintenance of the national and 

regional road network in North Macedonia. It was established in December 2012 as a legal successor 

to the ASR following a reorganisation of the agency with the aim of giving the newly established 

PESR greater independence from the state budget. This resulted in improved efficiency in 

implementation of road projects in North Macedonia.  

 

PESR is governed by a Board of Directors consisting of five members appointed for a period of five 

years, and managed by a Director appointed by the Government of North Macedonia. PESR derives 

its revenues from fuel excise taxes, vehicle registration fees, and toll road charges. [REDACTED] 

 

Please refer to Annex 4 for PESR’s shareholding structure and Annex 5 for PESR’s historical 

financial results. 
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3.2 GUARANTOR  

 

The Guarantor is the Republic of North Macedonia, represented by MoF. While relatively modest 

prior to the Covid-19 outbreak, due to the pandemic, the country’s public debt increased to 59.9 per 

cent of GDP as of YE 2020 (vs. 48.5 per cent of GDP as of YE 2019).  

 

Impacts of the Covid-19 pandemic are expected to be moderate [REDACTED]. Despite increase in 

public debt, Fitch and S&P confirmed their respective sovereign credit ratings for North Macedonia 

at BB+ with negative outlook (November 2020) and BB- with a stable outlook (February 2021). In 

line with these ratings, the country issued: i) a six-year euro bond in the amount of EUR 700 million 

in May 2020; and ii) a seven-year euro bond in the amount of EUR 700 million in March 2021 at the 

lowest rate ever, demonstrating the market confidence in North Macedonia’s sovereign finances. 

 

4. MARKET CONTEXT 

 

The national road network of North Macedonia is the country’s primary road network, linking the 

country’s main economic centres to the capital city, Skopje, as well as strategic international border 

crossings. North Macedonia is crossed by two main international corridors, Corridor X and Corridor 

VIII, which were established as indicative extensions to the TEN-T Networks. These corridors are of 

crucial importance to the country’s connectivity and trade within the Western Balkans as well as with 

the EU. The Company collects toll on all motorways. The level and the method of collection of tolls 

are determined for each section by the Government based on several criteria, including category of 

vehicle, length of the section, volume of traffic on the section, construction and maintenance cost for 

the section, etc. 

 

Although routine road maintenance in North Macedonia is still being mainly carried out by 

Makedonijapat, the state enterprise for road maintenance, the latest changes in the Law on Roads 

substantially diluted Makedonijapat’s role and the responsibility for traffic data collection, axle-load 

measurements, bridge and tunnel inspections, operation of the pavement management system and 

motorway toll collection was transferred to PESR. The reassignment of these critical activities was 

covenanted in the Bank’s Regional and Local Roads Project. In an effort to assist with the 

improvement of the competitiveness of road maintenance, the contracting of the maintenance to the 

private sector was a transition objective of the Bank’s existing projects - National Roads Project 

(DTM ID 45987), Shtip - Radovish Project (DTM ID 47829) and Highway Tolling (DTM ID 50769). 

The first two road maintenance contracts were awarded to the construction companies responsible for 

the construction of these road sections and the third contract has been awarded in 2019 for regular 

maintenance of the entire Road Corridor VIII. 
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5. FINANCIAL / ECONOMIC ANALYSIS 

 

5.1 FINANCIAL PROJECTIONS  

[REDACTED] 

 

5.2 SENSITIVITY ANALYSIS 

[REDACTED] 

 

5.3 PROJECTED PROFITABILITY FOR THE BANK  

[REDACTED] 

 

6. OTHER KEY CONSIDERATIONS 

6.1 ENVIRONMENT 

 

Category A (2014). The Project consists of the construction of a 10.2-kilometre long section of new 

motorway running from Bukojchani to Kichevo, and will extend the existing Corridor VIII motorway 

in North Macedonia. The Project’s ESIA f was prepared by a local company and reviewed by an 

international consultant on behalf of EBRD. The international consultant worked with the local 

consultant and prepared the following documents for disclosure: 

 

• ESIA (English, Macedonian) 

• Non-technical summary (“NTS”) (English, Macedonian, Albanian) 

• Stakeholder Engagement Plan (“SEP”) (English, Macedonian, Albanian) 

• Environmental and Social Action Plan (“ESAP”) (English, Macedonian, Albanian) 

• Land Acquisition Framework (“LAF”) (English, Macedonian, Albanian) 

• Framework Biodiversity Management Plan (“FBMP”) (English, Macedonian, Albanian). 

 

These documents were disclosed on 11 December 2020. Following this disclosure and based on 

additional consultations during January 2021, it was decided to adjust the route to avoid residential 

areas and a cemetery resulting in a micro realignment near village Dolno Strogomiste. This work is 

being completed in accordance with the Design Change Management Procedure as required in the 

ESAP. An addendum is being prepared as a result of these changes including a revised SEP. The 

national environmental impact assessment (“EIA”) preparation, consultation and submission process 

is underway, utilising the ESIA documentation and will reflect the alternatives considered for the 

Project and the recent design change. PESR indicated that there was a positive response to the 

realignment from those members of the public that attended the EIA public hearing held on the 23 

July 2021. PESR has already demonstrated their commitment to the ESIA and ESAP in the recent 

hiring of an environmental specialist to oversee implementation of the Project and in increasing its 

stakeholder engagement.  

 

The Project is located approximately 50 kilometres southwest of Skopje. The majority of the 

alignment is situated in an intermountain valley with agricultural and urban development with the 

settlements surrounding the Project alignment including Bukojchani, Gorno Strogomishte, Dolno 

Strogomishte, Oslomej, Osoj, Trapchin Dol, Rashtani, Crvivci, Kolibari, and Zajas. The mountainous 

areas include habitats of typical Italian and Turkish oak forest, and the Riparian habitats (adjacent to 

the Zajaska River and its tributaries) include riparian black alder woodland and willow belts. Most of 

the local habitats, especially those in the valleys, have experienced anthropogenic degradation 

associated with agricultural and urban development. The Project design includes a tunnel to avoid the 

main forested area along the alignment. The ESIA includes details of the alternatives considered for 

the alignment and supplementary information will be included in the ESIA Addendum.  
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PESR and their designers are seeking to minimise physical resettlement as part of the finalisation of 

the detailed design, which is anticipated to be completed by August 2021. A land acquisition plan 

(“LAP”) is required to be prepared based on the alignment selected to take into account the impacts 

to people living and working in the 40 meters safety buffer zone, informal land users (potentially 

requiring the displacement of between one to eight Roma households) in Pevci and economic 

displacement to directly affected farmers and businesses. Given the potential vulnerability of some 

of the project affected people additional targeted stakeholder engagement and support will be 

provided as part of the LAP preparation and implementation. 

 

The main risks posed by this Project relate to the construction activities to be performed by contractors 

and, therefore, contractor management is of paramount importance. The main risks relate to potential 

impacts to local water quality, habitats and biodiversity, nuisances caused to the local population 

during construction and possible impacts to local community and their livelihood associated with 

land acquisition. The Environmental and Social Management Plan (“ESMP”) for the Project requires 

a range of plans with defined mitigation measures to be implemented during the construction and 

operational phases. A road safety audit will be required with design amendments and mitigation 

measures incorporated into the Project as appropriate.  

 

The Project has been structured to be compliant with the Performance Requirements (“PRs”) through 

the implementation of the commitment contained in the ESIA, ESAP, SEP and FBMP. The Project 

is adopting the application of the mitigation hierarchy with a preference of avoidance. This is 

demonstrated through the use of an expensive tunnel to avoid a stretch of forested natural habitat 

immediately north of the village of Kolibari.  

 

Some of the mitigation measures included in the ESAP are as follows: develop and implement a 

comprehensive environmental and social management system along with adequate resources; 

implement labour, health and safety and social standards/procedures compliant with EBRD PRs into 

the Project human resources policies and standards; appoint a safety specialist to interact with local 

communities during construction on items relating to community safety, especially temporary road 

and rail crossings; implement a road safety audit; develop and implement the LAP consistent with 

the LAF and PR 5; implement the biodiversity management plan to ensure no net loss to sensitive 

habitats including the oak forests and riparian habitats; and, implement and regular updates to the 

SEP and community engagement. The Bank will monitor the Project’s environmental and social 

performance and implementation of the ESAP through active monitoring during the construction 

phase including monitoring site visits when necessary. 

 

6.2 INTEGRITY  

 

In conjunction with OCCO, integrity due diligence was undertaken on the Borrower, who is an 

existing client of the Bank, and its senior management. The Project is mandatory referral to OCCO 

due to the presence of PEPs.    

 

[REDACTED] It was concluded that the Project does not pose an unacceptable reputational risk to 

the Bank.  

 

All actions required by applicable EBRD procedures relevant to the prevention of money laundering, 

terrorist financing and other 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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ANNEX 1 – PROJECT DESCRIPTION  

 
1.  REGIONAL CONTEXT  
 

Corridor VIII is a strategic transport corridor which runs through Bulgaria, North Macedonia and Albania to 

provide an east-west road link between Bulgaria’s Port of Varna on the Black Sea and Albania’s Port of Durres 

on the Adriatic Sea. The international significance of Corridor VIII has also been confirmed through its 

designation as a core road transport link by the South-East Europe Transport Observatory (SEETO).  

 

The Project supports North Macedonia’s ambition to develop a harmonised transport sector that consists of 

interoperable road, rail and water transport links and is internationally compatible and integrated in the TEN-

T system. In 2015, EU’s TEN-T Core Network Corridors extended to road Corridor VIII. The extension of 

core network corridors was to ensure closer integration with the EU as well as the basis for leveraging 

investment in infrastructure, such as EU support through the WBIF, from which the Project will benefit. 

Corridor VIII, once completed, will provide quality transport services for citizens and businesses, with 

seamless integration within the region as well as with the EU to enhance cross-border connections and improve 

efficiency and sustainability. 

 

Within North Macedonia, the 280-kilometre long A2 National Highway which includes the Bukojchani-

Kichevo road, lies on Corridor VIII.  

 

Figure 1 below shows the location of the Bukojchani to Kichevo highway section onCorridor VIII highway 

through North Macedonia. 

 

 
Figure 1 - Map of North Macedonia showing the route of road Corridor VIII and the location of A2 

Bukojchani to Kichevo road 
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2. LOCAL CONTEXT  

 

Improvement of the national road network is a priority for the Government to promote regional economic 

growth. An efficient national road network is vital for supporting the Government’s active programme for 

encouraging increased private sector investment in the regions to ensure sustained growth in the industrial, 

agricultural and tourist sectors.  

 

Much of North Macedonia’s national road network is aged and follows existing routes that have been 

progressively upgraded in status, but still contain poor alignments with inadequate capacity and poor safety 

standards. Reconstruction of the national roads is now being carried out in a staged programme, concentrating 

on the provision of adequate traffic capacity and much needed road safety improvements. 

 

The A2 National Highway provides access to Ohrid, with its summer beach resorts, as well as the border 

crossing with Albania at Sveti Naum. Ohrid is one of North Macedonia’s economic centres and it attracts 

tourists from elsewhere in the Balkans region, as well as North Macedonian tourists. 

 

3. THE EXISTING A2 BUKOJCHANI TO KICHEVO HIGHWAY  

 

The existing A2 highway section between Bukojchani and Kichevo has a two-lane single carriageway with a 

sub-standard width varying between 6.5 metres and 7 metres. This section of the existing highway has a 

meandering horizontal alignment containing frequent horizontal curves with sub-standard radii which offer 

inadequate forward sight distance. There are also frequent sections having a total length of 5.7-kilometre, 

where there are roadside houses.  

 

In the summer months, the narrow single carriageway road suffers from traffic congestion due to the high 

vehicle flows. Traffic speeds on the road in the peak summer months of July and August are low and the road 

barely functions as a National Highway.  

 

This road pavement was last reconstructed around 30 years ago. The pavement contains areas of cracking and 

other surface defects which are common for a pavement of this age, which has reached the end of its effective 

working life. This cracking and other local deformation will become more frequent and more severe each year, 

leading to a significant increase in maintenance expenditure.  

 

4. RATIONALE FOR THE HIGHWAY IMPROVEMENT  

 

Improvement of the A2 Bukojchani to Kichevo road is required to: 

 

(i) Provide a dual two-lane carriageway having the capacity to accommodate existing and future traffic 

flows, thereby relieving the traffic congestion in the summer months;  

(ii) Eliminate the safety hazards posed by the sub-standard horizontal alignment;  

(iii)  Provide a pavement that can be maintained in a cost-effective manner.  

 

Improvement of this section of the A2 National Highway along the existing route is not feasible as it would 

involve demolition of a large number of houses, as well as causing high levels of traffic disruption when the 

road improvement works are being carried out. It is, therefore, necessary to provide a dual two-lane 

carriageway on a new alignment, away from the existing road.  

 

5. PLANNING AND DESIGN  

 

The detailed design of the improvement works on the A3 Bukojchani to Kichevo road was completed in 2019. 

This detailed design has also been reviewed by North Macedonia’s technical approval authority and the 

necessary technical approval has been granted. Following discussions with the Bank in early 2021, PESR 

revised the alignment of the northern part of the new highway between-kilometre 2.5 and-kilometre 6.0 to 

avoid a graveyard. A concept design has been prepared for this revised alignment section, but preliminary 

design and detailed design have to be carried out. [REDACTED] 
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6. FEATURES OF THE IMPROVED HIGHWAY  

The Project covers the construction of a 10.2-kilometre long section of the A2 National Highway between 

Bukojchani and Kichevo, which runs on a new alignment. The northern end of this highway section joins the 

planned alignment for the future A2 Gostivar to Bukojchani highway improvement section. The southern end 

of the Bukojchani and Kichevo section will connect with the Ochrid – Kichevo highway section where 

extensive road improvement works are currently being carried out, funded by the Chinese Exim Bank. 

[REDACTED] 

Running south from Bukojchani, the new highway alignment is located in the lower reaches of the hilly terrain 

on the east side of a broad river valley, avoiding the settlements located in the valley floor. The alignment then 

crosses the river valley and continues on through the lower reaches of hilly terrain on the west side of the 

valley, avoiding Kichevo town which occupies the full width of the valley floor.  

Figure 2 below shows the route of the improved A2 highway.  

 

 
 

Figure 2 – Route of Improved A2 Bukojchani to Kichevo Highway  

The improved highway will have a dual two-lane carriageway and will include two grade separated 

interchanges connecting the motorway with the existing road, a 760 metre long twin bore tunnel where the 

motorway crosses through a headland protruding into the valley, as well as three long viaducts and four other 

bridges which carry the new highway over existing roads and watercourses. The three viaducts have lengths 

of 710 metres, 152 metres and 535 metres, respectively.  

Road furniture, including safety barriers, road markings and road signs, will be provided along the full length 

of the improved road, in accordance with national design standards.  

7.  PROJECT COST  

[REDACTED] 

Table 1: Cost Estimate for Improvement of the 10.2-kilometre long A2 Bukojchani to Kichevo Road at 

2018 Prices  

[REDACTED] 
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ANNEX 2 - TRANSITION IMPACT SCORING CHART 

 

Score for primary transition quality  Score for secondary transition quality 

Quality: Resilient  Quality: Inclusive 

Component: Overall  Component: Youth 

Quality average score: 65.0  Quality average score: 65.0 

  ↓     ↓ 

ATQ adjustment 
 

ATQ adjustment 

Country: North Macedonia 
 

Country: North Macedonia 

ATQ adjustment: Overall: -1.7% 
 

ATQ adjustment: Youth: 2.7% 

Adjusted Quality score: 63.9 
 

Adjusted Quality score: 66.8 

↓  ↓  

Weighted TI score* 

Base TI score (ATQ-adjusted): 64.6 

↓ 

Adjustment for Country Strategies 

Adjustment: 7.0% – Strategic and star project 

alignment 

CS-SP Adjusted score: 69.1 

↓ 

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 3 – EBRD PORTFOLIO IN THE ROAD SECTOR OF NORTH MACEDONIA 

 

Op Id Operation Name Signed date Client EBRD Finance Portfolio (EBRD) 

Undrawn 

Commitment 

(EBRD excl 

Guarantees) 

Operating Assets 

(EBRD) 

39311 Regional and Local Roads Programme 28-Jan-09 PESR 50,000,000 [REDACTED] [REDACTED] [REDACTED] 

41981 Corridor X 20-Sep-11 North Macedonia 91,120,000 [REDACTED] [REDACTED] [REDACTED] 

45515 Corridor X Tolling 12-Jun-13 PESR 15,880,000 [REDACTED] [REDACTED] [REDACTED] 

45987 
National Roads Programme - First 

phase 
5-Dec-14 PESR 95,000,000 [REDACTED] [REDACTED] [REDACTED] 

45987 
National Roads Programme- Second 

Phase 
8-Mar-18 PESR 86,000,000 [REDACTED] [REDACTED] [REDACTED] 

47829 Shtip-Radovish Road Section 18-Nov-15 PESR 64,000,000 [REDACTED] [REDACTED] [REDACTED] 

49118 Kriva Palanka - Bulgarian Border Road 20-Sep-18 PESR 10,000,000 [REDACTED] [REDACTED] [REDACTED] 

50769 Highway Tolling 20-Sep-19 PESR 13,000,000 [REDACTED] [REDACTED] [REDACTED] 

Total    425,000,000 [REDACTED] [REDACTED] [REDACTED] 

 
Project Description Transition 

achievements 

Final / latest 

rating 

Macedonian Regional 

Roads Project (DTM 

15314) 

EUR 40 million loan (2003) to finance the upgrade of road section from Smokvica to Gevgelija and 

the construction of western section of Skopje bypass. 

[REDACTED] [REDACTED] 

Regional and Local 

Roads Programme (DTM 

39311) 

EUR 50 million loan (2009) to finance the upgrade and rehabilitation of regional roads and local roads.  [REDACTED] [REDACTED] 

Corridor X (DTM 41981 

and 45515) 

EUR 107 million loan (2011) to construct a new section of the north-south road Corridor X from Demir 

Kapija to Smokvica, the construction and refurbishment of toll stations and introduction of Electronic 

Toll Collection (“ETC”). 

[REDACTED] [REDACTED] 

National Roads 

Programme (DTM 

45987) 

EUR 160 million loan (2014) to finance the construction and reconstruction on four national road 

sections.  

[REDACTED] [REDACTED] 

Shtip-Radovish Road 

Section (DTM 47829) 

EUR 64 million loan (2015) to finance the improvement works of a single carriageway section between 

Shtip and Radovish.  

[REDACTED] [REDACTED] 

Kriva Palanka (DTM 

49118) 

EUR 10 million loan (2018) to finance construction works for the rehabilitation of a single two-lane 

carriageway road section between Kriva Palanka and Deve Bair near the Bulgarian border. 

[REDACTED] [REDACTED] 

Highway Tolling (DTM 

50769) 

EUR 13 million loan (2019) to finance the upgrade and modernisation to ETC system. [REDACTED] [REDACTED] 
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ANNEX 4 – SHAREHOLDING STRUCTURE 

 

 
The Borrower is domiciled in North Macedonia.  
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ANNEX 5 – HISTORICAL FINANCIAL INFORMATION  

[REDACTED] 
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ANNEX 6 - PROJECT IMPLEMENTATION 

 

Procurement classification – Public Sovereign 

[REDACTED] 

The Client’s capacity assessment related risk -      Moderate 

 

The capacity assessment is based on the Bank’s current experience with PESR, an existing client. 

Although the existing staff is familiar with the requirements, they seem to be overstretched given the 

number of projects under implementation. To support PESR, consultancy services will be needed to 

provide the required level of procurement and implementation support. 

 

Contracts risk assessment -        Moderate High 

 

The nature of works as described in Annex 1 is not highly complex, but the project site is rather 

constrained with likely necessity of utilities relocations, some new construction and alignment 

improvements. In addition, the works will have to be executed under the conditions of the ongoing traffic 

which poses additional constraints and safety considerations. [REDACTED] 

 

Project implementation arrangements: 

The executing agency for the Project will be PESR. The Company has gained experience implementing 

previous EBRD financed projects and has sufficient administrative capacity to handle the Project. The 

existing PIU established within the client’s organisation will be in charge for the Project on the top of 

several other Bank’s projects still being at various stages of the implementation. Therefore, despite the 

PIU having the relatively good experience they are overstretched and require assistance to facilitate 

progress. Therefore, an independent experienced consultant will be mobilised using TC funds to assist 

the client with procurement, preparation and evaluation of tenders, contract award and administration, 

financial control, project management and reporting. Another consultant, likely with local presence, will 

be engaged through a competitive tender and funded from the Bank’s loan to provide the supervision 

services and carry out the duties of the supervision engineer as to be defined in the applicable 

construction contract. [REDACTED] 

 

Procurement arrangements: 
The goods, works and services, financed from the Bank’s loan, will be procured following open 

tendering procedure in accordance with the requirements of the Bank’s PP&R for public sector 

operations. Standard tender documents for Works and FIDIC Contract Conditions for Construction 

based on the Employer’s design will be used by PESR. The detailed design is already finalised for 

Subsection 1. 

The contract/s will be subject to prior review by the Bank. All procurement will be done through the 

EBRD Client e-Procurement Portal (ECEPP). 

 

Additional information:  

[REDACTED] 

Procurement Plan 

[REDACTED]  

https://ecepp.ebrd.com/
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ANNEX 7 – GET ASSESSMENT 

 

1. CLIMATE CHANGE ADAPTATION GET ATTRIBUTION 

 

1: Context of climate change vulnerability in project region. 

 

North Macedonia is expected to face the consequences of climate change with long term changes in 

climate and more frequent extreme events. Annual mean temperatures are projected to increase with 

a resulting increase in the duration of moderate and major heatwaves with minor dry spells also 

predicted to be more frequent.  

 

In the context of this investment, EBRD engaged a technical engineering consultant to undertake an 

analysis of the climate resilience of the Bukojchani-Kichevo road mapping in detail the criticality and 

the exposure of road to climate vulnerabilities. The road sections were identified as being vulnerable 

to climatological hazards of snowfall, high winds, heatwaves and dry spells as well as geotechnical 

hazards such as earthquakes and associated landslides. As the frequency of extreme weather events 

is expected to increase with climate change, this vulnerability is expected to increase over time. 

 

2: Statement of intent to address climate resilience. 

 

The Project includes appropriate measures, which have been identified through the climate 

vulnerability assessment, to address specific climate change vulnerabilities. The engineering team 

has also recommended technical measures that have been integrated into the detailed design and these 

have also been factored into the analysis. Recommended climate resilience measures have been 

proposed, to be integrated into the design during the preparation of detailed designs. These measures 

aim to ensure that the design and operation of the Project addresses relevant physical climate risks 

and is sufficiently robust in the face of projected climate change impacts. 

 

3: Link between climate vulnerability context and project activities. 

 

The measures incorporated into the Project are designed to either: 

a) reduce the exposure of the system to a hazard (e.g. by providing more robust/better 

designed structures, including contingency in the design or increasing maintenance 

schedules); 

b) reduce the consequence of a hazard event (e.g. through preparation and readiness or 

through adequately designed alternative routes); or 

c) improve the recovery from a hazard impact (e.g. by investing in effective recovery 

procedures or improved forecasting).   

 

Based on the measures which have been already integrated into the design of the Project, an 

assessment has been undertaken which calculated the effectiveness of these measures in reducing the 

weather related damage to the physical infrastructure of the road sections and associated delays to 

traffic flows as a result. The assessment calculated the climate resilience outcomes based on the 

reduced frequency and reduced annualised cost of road resurfacing and/or reconstruction and the 

reduced cost of disruptions. 

 

Climate Resilience Outcomes: [REDACTED]. The annual valorised outcomes are the basis for the 

GET allocation based on the GET Handbook. 
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2. GREENHOUSE GAS EMISSIONS ASSESSMENT 

 

Methodology: Carbon dioxide (CO2) emissions have been calculated for each year of the analysis 

period using the emissions routine incorporated in the Highway Development and Management – 4 

(HDM-4), economic analysis model, developed by the UK Transport Research Laboratory and the 

University of Birmingham.  

Input data required by the model for each separate year in the evaluation period includes:  

- road type;  

- traffic flow, expressed as annual average daily traffic (AADT); 

- percentage proportions of each vehicle type in the daily traffic;  

- average speed of the daily traffic (abstracted from the economic analysis); 

- road link length.  

Emissions have been calculated separately for each separate year in the 25 year operation period from 

the 2026 opening year to 2050 in the Do-Minimum (without project) and the Do-Something (with 

project) scenarios.  

Results: Table 2 shows the total CO2 emissions calculated by the model at five year intervals over the 

25 year operation period, for the project, covering the construction of the new improved 

10.2 kilometres long two-lane carriageway highway, which runs alongside the existing two-lane 

single carriageway road.    

Table 2 shows that implementation of the Project results in an overall 9.2 per cent increase of carbon 

dioxide emissions generated by the project over the 25 year operation period of the project that has 

been considered in the economic analysis. [REDACTED] 

The Do-Minimum scenario and Do-Something CO2 emission levels do not always follow a consistent 

increase each year, as they are influenced by the various periodic maintenance interventions, which 

change the riding quality of the road pavement and hence change traffic speed.  

GET summary 

The Project incorporates climate change adaptation measures which upon application of GET 

methodology result in a 21 per cent GET attribution across both tranches of the Project. No GET is 

attributed for climate change mitigation or other environmental benefits. Across the whole Project, a 

GET share of 21 per cent is attributed (33 per cent for Tranche 1 with EUR 13.8 million and 13 per 

cent for Tranche 2 with EUR 8.9 million). 
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ANNEX 8 - TRAFFIC AND ECONOMIC ASSESSMENT 

1. TRAFFIC  

1.1 Existing Traffic Flows  

The Kichevo to Bukojchani section is characterised by high traffic flows in July and August.  

[REDACTED] 

1.2 Traffic Growth  

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

freight vehicles to the forecasts of national annual economic growth, expressed as gross domestic 

product (GDP), published by the EBRD Office of Chief Economist (OCE) in October 2020.   

GDP growth in North Macedonia increased to 3.6 per cent in 2019, from 2.7 per cent in 2018, which 

was mostly driven by domestic demand. The resolution of the name issue with Greece also 

contributed to a strengthening of investor confidence in North Macedonia. The impact of the Covid-

19 pandemic hit North Macedonia in 2020 and GDP then contracted by 5.0 per cent in 2020, with 

sharp contractions in industry, trade, transport and tourism. On the expenditure side, although 

government consumption recorded growth, private sector consumption, investments, exports and 

imports all contracted strongly. Lockdown measures and lower external demand have resulted in 

government revenue shortfalls, while spending on health, economic subsidies and social transfers is 

expected to be higher than budgeted, only partially offset by lower capital expenditure. GDP is 

expected to recover in 2021 and grow thereafter in line with the forecasts published by the EBRD 

Office of Chief Economist (OCE) in October 2020.  

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 between 2022 and 2029, followed by 

annual GDP growth of 2.5 per cent continuing in the period after 2029.   

The below table overleaf shows the derivation of the traffic growth rates adopted in the traffic 

forecasts used for the economic analysis 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.  

GDP and Traffic Growth  

Year 
GDP 

Growth 

GDP / 

Capita 

Growth 

Elasticity Factor Annual Traffic Growth Rate 

Passenger 

Vehicles 

Freight  

Vehicles 

Passenger 

Vehicles 

Freight  

Vehicles 

2017 0.2% 0.1% - - - - 

2018 2.7% 2.6% - - - - 

2019 3.6% 3.5% 1,2 1.0 4.2% 3.6% 

2020 -5.0% -5.1% 1.2 1.0 -6.1% -5.0% 

2021 3.0% 2.9% 1.2 1.0 3.5% 3.0% 

2022 3.0% 2.9% 1.2 1.0 3.5% 3.0% 

2023 3.0% 2.9% 1.2 1.0 3.5% 3.0% 

2024 3.0% 2.9% 1.2 1.0 3.5% 3.0% 

2025 3.0% 2.9% 1.2 1.0 3.5% 3.0% 

2026 – 2029 3.0% 2.9% 1.2 1.0 3.5% 3.0% 

2030 – 2039 2.5% 2.4% 1.2 1.0 2.9% 2.4% 

2040 - 2049 2.5% 2.4% 1.2 1.0 2.9% 2.4% 

Source: EBRD Regional Economic Prospects published by the Office of the Chief Economist in September 2020 and EBRD 

Independent Consultant  
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1.3 Forecast Traffic  

 

The proposed improvement works of the A2 highway section between Kichevo and Bukojchani will 

be the construction of a dual 2-lane carriageway on a new alignment which will carry long distance 

and medium distance through traffic. The existing 2-lane single carriageway road will remain and 

will carry local short distance traffic. [REDACTED]. 

 
2. ECONOMIC ANALYSIS  

 

2.1 Methodology  

[REDACTED] 

2.2 Data  

[REDACTED] 

2.3  Carbon Shadow Pricing  

[REDACTED] 

2.4 Benefits from Induced Traffic  

[REDACTED] 

2.5 Results of the Economic Analysis 

[REDACTED] 


