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Introduction

The Government of the Republic of Kosovo expressed its readiness to submit data for this period to the
2015 Progress Report, expected to be published by autumn. Therefore, the present report contains key
developments in Kosovo from 1 May to 31 August 2015 with regard to the EU accession process. The
report has been prepared based on the data provided by all the line institutions in charge of the
respective areas.

The data contained in this report focus on the progress made during the reporting period in terms of:
e Adoption of legislation and policy documents and their implementation;

e Implementation of institutional reforms;

e Strengthening institutional capacities;

e Measures undertaken to fulfill the 2012 Feasibility Study midterm benchmarks;

¢ Implementation the 2014 SAA Action Plan;

¢ Implementation of the 2015 APPR; and

¢ Implementation of conclusion of SAPD meetings held during 2015.

In terms of its structure, this second input corresponds to that of the Progress Report. It is divided into
three main sections: Political Criteria, Economic Criteria and European Standards. It also contains
annexes that are provided as separate documents.

As part of the framework of reporting under the first input, submitted in April 2015, this input contains
updated data on developments during the reporting period in the eight pilot areas on which it was then
reported separately, in line with the EC Reporting Guidelines for the 2015 Enlargement Package. It also
provides an update on developments during this period towards meeting the 2012 SAA Feasibility Study
midterm benchmarks.



1. POLITICAL CRITERIA
1.1. Democracy and the Rule of Law
1.1.1. Legislature and Elections

On 3 August 2015, the Assembly of the Republic of Kosovo has adopted the constitutional amendments

allowing for adoption of the following laws:

e Law No. 05/L-053 on Specialist Chambers and Specialists Prosecutor’s Office (3 August 2015);

e Law No. 05/L-054 on Legal Protection and Financial Support for Potential Accused Persons in Trials
before the Specialist Chambers - approved on 3 August 2015.

The subsequent laws have been decreed by the President of the Republic on 20 August 2015 and
published in the official gazette of the Government.

The adoption of the constitutional amendments and the Law 05/L-053 on Specialist Chambers and
Specialist Prosecutor's Office in the Kosovo Assembly is a step forward in the provision of the necessary
legal framework to set up a new special court for addressing serious allegations against Kosovo
Liberation Army ex-guerrillas, stemming from a 2014 Council of Europe report. Additionally, the Law on
Specialist Chambers and Specialists Prosecutor’s Office establishes and regulates the organization,
functions and jurisdiction of the Specialist Chambers and the Specialist Prosecutor’s Office. Whereas, the
Law 05/L-054 on Legal Protection and Financial Support for Potential Accused Persons in Trials before
the Specialist Chambers aims to offer legal protection and financial support of potential accused persons
in court proceedings and procedures related to the alleged crimes before the Specialist Chambers.

During the reporting period, the Assembly of Kosovo has adopted 23 laws, as presented in table 1 below.

On 20 May 2015, the Budget and Finance Committee reviewed the quarterly expenditure report for year
2015 and recommended it to the Presidency of the Assembly, with the latter approving the report. During
the reporting period, the Budget and Finance Committee has also reviewed two (2) annual work reports
and five (5) financial annual reports of independent institutions/agencies.

The preparation of the draft Budget of the Assembly for 2016 and financial projections for years 2017-2018
was done in accordance with procedures established by the Law on Public Financial Management and
Accountability. Moreover, on 4 May 2015, the Presidency of the Assembly has approved the 2016-2018
Medium Term Expenditure Framework of the Assembly.

During the reporting period, boards of the following independent institutions have been completed:
¢  Ombudsperson Institution (Ombudsperson appointed);

e Public Procurement Regulatory Commission;

¢ Independent Media Commission;

On the other hand, out of all independent institutions whose boards the Assembly is in charge of

completing, the following will be completed by the end 2015:

e Kosovo Cultural and Heritage Council;

e Constitutional Court (two judges);

e Office of the Auditor General (the position of the Auditor General, finally promulgated by the
President); and

e Radio-Television of Kosovo.

The following independent institutions whose boards are proposed by the Government and adopted by
the Assembly are to be completed by the end of the year 2015:
e Free Legal Aid Agency;



¢ Bar Exam Committee;

e Central Bank of Kosovo;

e Civil Aviation Authority;

¢ Energy Regulatory Office;

¢ Kosovo Competition Authority;

o Kosovo Judicial Institute;

¢ Kosovo Pension Savings Trust;

¢ Kosovo Property Agency;

e Privatization Agency of Kosovo;

e Procurement Review Body;

e  Public Procurement Regulatory Commission;
e Railway Regulatory Authority;

e Regulatory Authority of Electronic and Postal Communications; and
e  Water and Wastewater Regulatory Office.

In terms of administrative and legislative capacity building, during the reporting period, the Assembly
held 10 trainings for the officials of the Assembly in the following areas: functioning of state
administration in the Republic of Kosovo, Monitoring and assessment of IPA funds, right of access to
information in public records, planning and managing of projects, implementation of job catalogue in
civil service, administrative management, communication process, drafting of reports, ISO 27001 on
information security management systems. Additionally, the Assembly envisaged the recruitment of 11
officials from different backgrounds.

During the reporting period, the Committee for European Integration invited five (5) ministers for

reporting, namely:

e Minister of European Integration to report on European Integration Process and Visa Liberalization
Process;

e Minister of Internal Affairs - Visa Liberalization Process and Illegal Migration;

e Minister of Justice - Implementation of reforms in the justice system in Kosovo, the structured
dialogue on the rule of law in Kosovo, and on EULEX mandate;

e Minister of Trade and Industry - Challenges deriving from the Progress Report for Kosovo in the
area of trade and industry

e Minister of Public Administration - Public Administration Reform (PAR) and challenges deriving
from the Progress Report for Kosovo in the area of PAR.

Furthermore, on 25 June 2015, the 2014 Report of the Ombudsman was approved by the Assembly.
1.1.2. Executive

On 3 June, 2015, the Government adopted the Strategy for Improving Planning and Policy Coordination
with the decision No. 05/32. The main goal of the strategy is to improve the planning and policy
coordination, to avoid fragmentation and duplication of policies and finances at the central level. The
focus is on the Strategic Planning Framework and the Budget Planning Framework.

On 25 August 2015, Kosovo and Serbia reached agreements on energy, telecommunications, and
establishment of an Association/Community of Serb Municipalities, as well as on the Freedom of
Movement on the Mitrovica Bridge. Under the agreed plan, ten (10) municipalities with a Serb majority
will have their own assembly with an elected president, and with their own flag, but will be subject to
Kosovo law. The agreement on the establishment of the association was part of the Brussels agreement
signed in 2013 by Serbia and Kosovo to normalise relations amongst the two countries.


http://eeas.europa.eu/statements-eeas/docs/150825_02_association-community-of-serb-majority-municipalities-in-kosovo-general-principles-main-elements_en.pdf

As the primary institution to coordinate and monitor the process of concept documents, the Government
Coordination Secretariat (GCS)/OPM approved 15 concept documents, out of a total of 56 documents
planned for 2015. To this end, in the next 2 quarters the remaining concept documents are planned to be
approved.

With regards to regional obligations, on 20 May 2015, the government took the decision No. 02/30,
approving a strategic document “Vision of Kosovo for Skills 2020” with its guideline, measures and
indicators and established an inter-ministerial group (Ministry of Labour and Social Welfare and the
Ministry of Education, Science and Technology) responsible for the implementation of it. This strategic
document was drafted under the coordination of the OSP/OPM, and in close cooperation with the
European Training Foundation (ETF).

In terms of the capacity building, during the reporting period, the OSP/OPM has initiated the
recruitment procedures and thus far it employed an Official for Policy Planning.

In the framework of the visa liberalization process, on 4 June 2015, Kosovo institutions submitted its
third Readiness Report on Addressing Recommendations arising from the EC Progress Report II in the
fulfilment of the EU Roadmap towards a Visa-Free Regime with Kosovo. Following the submission of
the visa readiness report, in July 2015 was conducted the third visa liberalization fact-finding mission
on assessment of the fulfilment of criteria deriving from free visa regime roadmap.

During 13-16 July the four first blocks on requirements related to readmission and reintegration,
document security, border and migration management, and public order and security were assessed.
While on 6 and 14 July criteria for block 4: fundamental rights and freedom of movement were assessed.
During this mission, a total of 28 meetings and 16 visits were conducted, including visits to border
crossings in the central municipalities and other institutions. As a result, the third visa mission
assessment was successfully concluded.

There has been progress during the reporting period on coordination of EU accession process. In this
regard, given the expected entry into force of the Stabilisation and Association Agreement, all Kosovo
institutions have been involved in drafting the first National Programme for Adoption of the EU Acquis.
This process is being carried out under the coordination of the Ministry of European Integration, in
cooperation with counterparts of the Croatian Ministry of Foreign and European Affairs. Following
preparations focusing on the structure of this document, as well as approach and methodology for its
drafting (launched in January 2015), the Government adopted its Decision No. 06/22 on Preparation of
the Republic of Kosovo National Programme for Adoption of the EU Acquis (NPAA) on 3 April 2015.
This decision sets out NPAA’s structure, as well as institutional responsibilities and timeframe for its
drafting. It also provided for detailed guidelines for preparation of this document, which were drafted by
the MEI and used by all line institutions in this process. In parallel with drafting process, the MEI is also
working on developing an NPAA monitoring and reporting system.

Pursuant to this decision, the NPAA will cover all chapters of the acquis; yet it will prioritize the areas
with specific acquis compulsory timeframe for full acquis transposition under the SAA. It will consist on
three blocks: Political Criteria, Economic Criteria and European Standards: Approximation of Kosovo's
Legislation to the EU Acquis (the latter covering 32 acquis chapters, with the remaining three [chapters
33, 34, and 35] to be included in due course), further subdivided in chapters. Given that the NPAA will be
a midterm planning document, its content under each chapter will set out short-term measures (covering
2016) and midterm priorities (covering 2017-2020). Furthermore, it will set out legislative and
implementation measures, the former subdivided into primary and subsidiary national legislation
transposing the EU acquis, and the latter into three subcategories (oriented towards implementation and
enforcement of the acquis transposed): policy framework, institutional reforms and capacity-building,
and implementation and enforcement. The Programme will be revised at the end of each year. In addition



to SAA provisions, the NPAA will also address the SAA Feasibility Study midterm benchmarks in the
respective eight areas, as well as annual progress report findings and conclusions of SAPD meetings.

Following the formal launching of the NPAA drafting process in April, in a meeting of the Ministerial
Council for European Integration, the first drafts of chapters were prepared by line institutions in mid-
July, further consolidated by mid-August. As foreseen by the timeframe set out in the Government
decision, public consultations on this consolidated draft will be conducted during September. This will be
followed by reflection and incorporation of the Kosovo 2015 Country Report findings into the draft-
NPAA, in October. Finally, the draft-NPAA will be submitted for adoption by the Government and the
Assembly of Kosovo, and adopted no later than the end of 2015. As previously, the NPAA will also be
submitted for formal comments by the European Commission before it is finally adopted.

During the reporting period the Department of EU Law/MEI has issued opinions on the following draft-
laws:

Table 1: List of legal opinions on approximation of national draft-legislation with the EU acquis issued by the MEI
(June — August 2015)

No. Title of draft-legal act Date of
issuance
1. Draft-aw on Administration of Sequestrated or Confiscated Assets 09.06.2015
2. Draft-law on Normative Acts 24.06.2015
3. Draft-law on Industrial Designing 25.06.2015
4. Draft-law on Trade of Petroleum Products and Renewable Fuels in Kosovo 29.06.2015
5. Draft-law on Forensic Medicine 13.07.2015
6. Draft-law on Pension for Police Officers of Kosovo and Kosovo Police Inspectorate | 12.08.2015
Investigators
7. Draft-law on Higher Education in the Republic of Kosovo 20.08.2015
8. Draft-Administrative Instruction for Guidelines and Clinical Protocols 09.06.2015
9. Draft-Administrative Instruction on General and Specific Hospital Conditions 07.07.2015
10. | Draft-regulation No. 01/2015 on Administrative Review of Municipal Acts 07.07.2015
11. | Draft-Administrative Instruction on Organizing of the Education Process and the | 18.08.2015
Selection of Teachers in Countries where Kosovar Diaspora Live and Work

MLGA has drafted a draft-Administrative Instruction for convening the meetings of Municipal
Assemblies; and the draft-Administrative Instruction for the amendment of Administrative Instruction
No. 05/2013 on transparency in municipalities. Confirmation letters were sent to line ministries regarding
the harmonization of these draft acts with the applicable legislation for local self-government. Moreover,
during the reporting period, MLGA received 16 draft-laws, 19 draft-Administrative Instructions, 4
concept-documents and 4 draft-regulations for consultation.

The Municipal Assemblies have adopted 367 acts, of which 20 regulations and 347 decisions. In line with
its legal mandate, MLGA monitored 121 meetings of the Municipal Assemblies (114 regular meetings and
7 extraordinary meetings). To note, the majority of these meetings has been done via local TV and radio
broadcasting and through the official websites of the municipalities where videos of the meetings are
made available.

MLGA assessed a total of 162 acts, confirming their legitimacy, while it transmitted 205 acts to the
respective sectoral committees and responsible ministries to assess their legitimacy. Also, MLGA has
received 25 complaints from citizens and institutions. In reviewing the legality of the municipality acts,
MLGA found that one (1) municipal act was not in accordance with the law, whereas the sectorial
ministries found that 8 municipal acts are not in accordance with the law. As a matter of fact, the




responsible institutions are working closely with each other to review the legality of these unlawful acts
in order to harmonize them according to the laws in force.

From April to July 2015, 34 municipalities held 156 public meetings with citizens. Additionally, 29
municipalities reviewed 188 requests for access to public documents. Also, up until June 2015, the audit
reports for 38 municipalities were published by the General Auditor, covering the period from January to
December 2014.

Regarding the implementation of legal obligations, MLGA monitored 34 municipalities and drafted the
preliminary reports which reflect the state of implementation of the legal obligations of municipalities..
Notably, Kosovo Investigative Reporting Network (BIRN) assessed MLGA as the most transparent
institution in the context of providing information to media, as foreseen by the Law on Access to Public
Documents. During the reporting period, MLGA has received six requests for access to public documents
(two from journalists and four representatives of civil society) and the relevant information was provided
to the interested parties according to the law in force.

In regards to presentation of its activities, MLGA provided the media with 11 information of interest and
due to the satisfaction shown by the journalists; MLGA provided the media with an additional of 37
answers on topics of public interest. In its official website, MLGA published a total of 154 types of
information, including documents such as: legal advice, letters of assessing the legality of municipalities,
and daily activities of the Ministry that are implemented according to the work plan of MLGA.

Moreover, in the context of public transparency, MLGA published 12 announcements and releases
concerning the process of public procurement, 5 calls for proposals for NGOs in the framework of
promoting the local governance, and two draft-Laws for public discussion.

With regards to the capacity building at the local level, MLGA has organised specialised trainings
presented as follows:



Table 2: Capacity-building sessions organized by MLGA for Municipalities

Public Procurement Regulatory Commission PPRC
Training on: “Project Cycle Management (PCM) - Trends, challenges and opportunities for improvement.” 16
Three (3) workshops on: “The municipal budget, public funds and planning, management and execution.” Not
specified
Training on “Increasing of efficiency and capacities of Zvecan and Zubin Potok municipalities” 2
Trainings on “The role of the Assembly members and the Budget Process” and, “OSR trends, challenges and 3

opportunities for improvement”

Under the support of USAID, training on “Communication, civic participation and the role of civil society”.

Workshop on: “The role, responsibilities and challenges faced by the offices for community and return, and 16

opportunities in strengthening these offices.”

Workshop on: “Own revenues: Trends, challenges and recommendations for increasing revenue.” Not
specified

Meetings with international donors and organizations regarding “Technical assistance and capacity building at Not

the local level.” specified

Five (5) meetings were held with the Regional Development Agencies with the aim of presenting the structure of Not

Municipality Integrated Plan, a plan which facilitates and improves significantly the strategic development and | specified
management of municipal services.

Series of meetings were held with donors such as UNDP, GIZ and OSCE, with the aim of cooperation and offering Not
of support as regards the implementation of tasks deriving from the European agenda, specifically trainings related | specified
to the process of European integration.

In cooperation with KIPA, six (6) trainings on: “Public Finance Management”, “Municipal Transparency”, Not
“Techniques for drafting of legal acts according to required standards”, “European Union and Integration specified
Process”, and” Cross-border Cooperation”.

In cooperation with USAID, AKT, DEMOS, three (3) workshops on “Project Cycle Management”, “Community 3

Rights, the legal framework and institutions “and “Municipal Transparency: Challenges and opportunities for
improvement”. Trainings on “Strengthening the inter-ethnic cooperation, creating job opportunities and a better
business environment. Improving the municipality services to citizens”

Under the support of USAID, MLGA organized a workshop on “Advocacy and preparation of projects” 16
Under the support of the programme “Advancing Kosovo Together” and the domestic NGO “Movement for Peace 4
Network”, MLGA organized a workshop on: “Finalizing the Plans for Municipal Offices for Community and Return
and the Committee for Communities”

Under the financial support of USAID, MLGA conducted a capacity needs assessment of local government and 16
compiled 16 municipal plans for capacity building in 16 municipality partners.

In cooperation with the Slovenian government, MLGA has designed the training program for municipal officials Not
dealing with issues of regional development and European integration. specified
In cooperation with the EU Technical Assistance (supervision of EU projects for infrastructure), project management 17

trainings were organized for municipalities, with the main focus on managing of projects that are funded by the
European Commission.

Reports, field visits, and additional projects secured under the continuous suppport of donors:

TAIEX support for two projects, namely 1). study visit on best practices for landfill waste, and 2). Development of Waste
Management Plans

Application for TAIEX entitled "SAA implementation at the local level"

Application for TAIEX entitled "Implementation of the legislative package on human rights at the local level"

Application for TAIEX entitled "Study visit on best practices in landfill waste and "Development of Waste Management Plans
Application for the project entitled" Price EPSA in the public sector”

"Report on the Municipal Action Plan for SAA - April to June 2015"

Report on general monitoring of official web-pages of municipalities (January-June 2015)

Report on access to public documents for the municipalities (April-June 2015)

"Report on the progress achieved from MLGA and municipalities as regards the Progress Report of European Commission for
Kosovo, August 2014 - April 2015"

"Reporting on the areas of: Public Administration Reform (PAR), Fight Against Corruption and Fundamental Rights"

SAPD reporting in the following areas: environment, transport, energy and regional development.

In June 2015, based on the 2015 Plan of Visits to the Municipalities, MLGA completed a series of visits in 38 Kosovo
municipalities in order to address all obligations deriving from the European agenda, including: Dialogue of the Stabilisation
and Association Agreement (SAPD), Action Plan for the Stabilisation and Association Process (APSAP), Roadmap on Visa
Liberalization and challenges arising from the Annual Progress Report.

In cooperation with UNDP and USAID, MLGA is in the process of drafting "The Mosaic", a document which will reflect the
citizens” opinion poll concerning the provision of public services from local governments.

In line with the MLGA budget for capital investments (co-financed by IPA) for municipalities, 30 projects,
amounting 1,801,068.57 EUR are under implementation (covering the following areas: sewerage, roads,
water supply, lighting, education), while 386,376.00EUR remain in disposal for distribution.
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Regarding the decentralization process in municipalities, during the reporting period, MLGA continued
to monitor and work closely with the municipality of Mitrovica North, Zubin Potok, Zvecan and
Leposaviq. During the reporting period, MLGA has drafted individual plans for these municipalities
regarding their obligations that derive from the European agenda. Also, annual plans (2014) with respect
to line ministries” investments in these four municipalities were drafted.

During the reporting period, MLGA coordinated the investment activities for the municipalities of
Mitrovica North, Zubin Potok, Zvecan and Leposaviq with seven (7) line ministries (MEI, MH, MLSW,
MCYS, MESP, MCR, and MEST). As a result, MLGA managed to sign 76 MoUs worth 9,506,068.00EUR .

With the aim of implementing the Brussels Agreement, MLGA drafted the necessary documents related
to the establishment of the Association of Serb Municipalities and the negotiations process is ongoing. To
this end, during the reporting period, MLGA officials have held six meetings in order to implement the
obligations deriving from the Brussels Agreement and other sectoral agreements. In order to promote the
local governance in the northern municipalities of Kosovo, MLGA opened a call for application under the
project entitled “ Advancing together the local government in Kosovo”, a process that benefited 10 NGOs
with the grants totalling the amount of 84,000.00 EUR .

To increase the cooperation between the institutions of the Government of Kosovo and the civil society,
21 municipalities have allocated budgets in the amount of EUR 59,046.25 to finance the activities of CSOs,
while 15 municipalities have still not allocated the necessary budget to finance the activities of CSOs. The
number of implemented projects in 21 municipalities totals 160.

In March 2015, MLGA functionalized the electronic data base for the identification of trainings from all
MLGA and finalized the guidelines for the use of this data-base. Also, on 31 July 2015, MLG has drafted
the intensive training program for municipal officials for European integration.

Finally, the number of training sessions held by MLGA in 36 municipalities is 189, with 278 municipal
officials attending these trainings.

1.1.3. Public Administration

On 23 June 2015, the Ministry of Public Administration (MPA) has finalized the 2015-2020 Strategy on

Modernisation of Public Administration in Kosovo and its 2015-2017 Action Plan. This strategy sets

strategic goals and policies that the government of the Republic of Kosovo intends to achieve in the next

medium-term period, with the aim of improving the functioning and modernisation of public

administration, fulfilling its legal obligations and improving the administrative delivery of public

services. The strategy has a financial impact prediction of approximately 9 million EUR os. Moreover, it

consists of the following three pillars:

¢ Development and coordination of policies and legislation;

e Civil service, human resources management, public services delivery and administrative re-
organization and accountability;

e Public Financial Management.

Also, following the conclusions of the EU/Kosovo Special Group on PAR held on 1 June 2015 on the
structure of EC assistance, on 30 June 2015, MEI finalized the Sector Planning Document (SPD) on “PAR
Sector”. The SPD on PAR comprises the work of organs leading horizontal management systems from the
first 5 chapters of SIGMA's Principles of Public Administration, excluding those responsible for Chapter 6
(Public Financial Management - PFM), which will be dealt with separately in another SPD by the fourth
quarter of 2015, after completion of the on-going PEFA assessment.
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In terms of capacity building, during the reporting period, MAP in cooperation with Kosovo Institute for
Public Administration (KIPA) trained a total of 613 civil servants, with 31 training modules consisting of
107 training days. Based on the classification system of the civil service, the participants taking part in
these trainings were as follows: 108 participants or 17.61% from the management category, 469 or 76.50%
from the professional category, and 36 or 5.87% participants representing the administrative category.
The trainings were organized for: General Management, Administration and Legislation, Human
Resources, Budget and Finances, Informative Technology, Local Government issues, European Union
issues. Participants in the training were from the central and local level of the public administration
where civil service is spread upon.

With regard to the activities of DISPMGB, it must be pointed out that the following are the projects that
started on May 2015 and are continuing, including:

e Construction of the Basic Prosecution Office in Gjilan, and

¢ Rough Construction Works- Lot 1 of the University of Mitrovica.

With regards to securing the enforcement of decisions of the Independent Oversight Board for the Civil
Service of Kosovo (IOBCSK), a total of 48 decisions were issued by IOBCSK for 25 Municipalities of the
Republic of Kosovo, out of which 21 municipalities have implemented the decisions of IOBCSK, whereas
4 municipalities have not implemented these decisions. Also, 11 municipalities have had no decisions
issued by the IOBCSK for the reporting period.

On the issue of the new premises, the Ombudsman is still located and operates from the private premises
which are deemed as unsuitable for work and shortly running out of contract. It was expected, based on a
decision issued by the MPA on 11 December 2012 for the staff of Ombudsman to be relocated in the new
premises, those in which Constitutional Court of Kosovo is still operating. The Ombudsman repeats that
the Government should ensure a long-term solution for its institution regarding the offices, obligations
which are explicitly stated in the new law on the Ombudsperson, including the application of other
international standards.

Regarding the working space of Ombudsman in municipalities, the municipality of Prishtina, Prizren,
Gjilan, Peja, Ferizaj and Gjakova have already secured the necessary work space for the Ombudsperson.
It is worth mentioning that these premises are accessible also to disabled persons. Meanwhile, the
Municipality of Mitrovica and the sub-division in Northern Mitrovica have secured the work space for
the Ombudsperson, but it is partially accessible to disabled persons. The Municipality of Graganica still
has not secured the work place for the Ombudsperson, however it secured the access for disabled persons
to its local institutions. Nevertheless, according to Ombudsman, there are many municipalities that face
problems with regards to the easy access, especially for disable persons and the elder, as well as
regarding the insufficient space for hearing claimants, making it impossible to respect the principle of
confidentiality.

1.1.4. Civilian Oversight of Security Forces

With the aim of strengthening the oversight of Kosovo Security Forces and the overall security sector, the
Assembly Committee on Security Issues has held five (5) meetings, whereby inviting the Commander of
Kosovo Security Forces (KSF), the Minister of SF, Minister of Interior, Director General of Kosovo Police
and other agencies operating in this sector for reporting hearings. And, in order to check the functioning
of these institutions from close, the Committee has been engaged in two (2) on-site visits, with one being
a work visit in the Rapid Reaction Brigade/KSF in Istog, and the other being in Kosovo Academy for
Public Safety (KAPS).
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The Committee on Security Issues is in the process of monitoring the implementation of the Law No.
04/L-076 on Kosovo Police, and the report with recommendations is expected to be discussed in the
upcoming autumn session of Kosovo Assembly.

Also, it should be noted that President and the Prime Minister of the Republic of Kosovo, appointed the
new director of the Kosovo Intelligence Agency (KIA) and the new Inspector General of the KIA.

1.1.5. Civil Society

As the secretariat of the Council for implementation of the strategy, OGG has prepared a report covering
the 6 months of the implementation of the Action Plan of the respective strategy and Council, and
launched it in July 2015.

As parts of implementation of the Government Strategy for Cooperation with Civil Society 2013-2017, the
Ministry of Finance (MF) and Team III of the Council responsible for the implementation are working in
defining the criteria for the award, and implementation of grants from public funds. As for the area of the
public procurement, the draft-law on Public Procurement was included in the Government's Legislative
Programme for 2015.

As regards the trainings held for determining the national scheme of grants for CSOs, OGG with the
support of Technical Assistance for Civil Society Organisations, during 22-25 May 2015, organized a
workshop covering the strategic objective III on “Established system and determined criteria for financial
support of CSOs”. The purpose of this workshop was to determine the model of the Country Team for
National Grants Scheme with a direct reference to best models for public funding of NGOs from the
region and Europe.

1.1.6. Judicial System

Regarding the advancement of the legal framework in the area of judiciary, the package of four Judicial
Laws (Law No. 03/L-199 on Courts, Law No. 03/L-223 on Kosovo Judicial Council, Law No. 03/L-224 on
Kosovo Prosecutorial Council, and Law No. 03/L-225 on the State Prosecutor) was approved by the
Assembly on 28 May 2015. This package will bring significant changes and the deepest reforms in the
justice system in Kosovo regarding the harmonization of the criterion for appointment and dismissal of
judges and prosecutors as well as ensuring the independence of judiciary with regard to the budgetary
independence.

More specifically, the following are the changes for each amended law:

1. Law amending the Law No. 03 / L-224 on Kosovo Prosecutorial Council.

The main amendments provided by this draft-law relates to the independence and functionality of the

prosecutorial system in general and Kosovo Prosecutorial Council in particular:

¢ Provides independence in general, functional independence regarding the composition of the Council
in particular. The Council is composed of 13 members, the majority (10) of the members come from
among prosecutors from all levels. The Chief State Prosecutor and the Minister of Justice as an ex-
officio member as he was so far, will no longer be a member of the Council. The other three members
who are not prosecutors will be elected by the Assembly by a secret ballot. The Council will appoint
the Chairperson of the Council from among the prosecutors. The Chairperson of the Council
suspends the State Prosecutor's position as a prosecutor who he served before his election as a
chairperson of the Council;

e The Council will adopt the compensation scheme of the members of the Council, which does not
exceed 25% of the basic salary excluding the Chairperson and Vice-Chairperson;
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The Council shall have budgetary independence, in addition to budget management. The Council, as
of entry into force of this draft law, shall draft its budget proposal, and submit it for adoption to the
Assembly of the Republic of Kosovo;

This draft-law provides the establishment and operationalization of the Prosecutors Performance
Assessment Committee, to function within the Council, and it will consist of experienced prosecutors
with high professional and personal integrity, to assess the prosecutors performance. The Committee
assessment will serve as a ground for promotion or demotion of prosecutors and for dismissal of the
State Prosecutor;

Prosecutors, based on this law, are subject to performance assessment at least twice upon their initial
term, first performance assessment shall take place following initial training, and second assessment
shall take place upon ending of the initial term. Performance assessment of prosecutors with
permanent term shall take place every three (3) year, in such a manner that, after the entry into force
of this law, the Council determines 1/3 of prosecutors by lot, within each prosecution, as the first
group who will be subject to performance evaluation within 3 months. The same lot will be held after
one (1) year to assign certain prosecutors who will take part in the second and third group after two
(2) years. Criteria for evaluation during the initial term will be specified with regulations issued by
the Council;

Permanent Committees functioning within the Council are: Committee on Normative Matters,
Committee on Budget, Finance and Personnel, Committee on Administration of Prosecution Offices,
Disciplinary Committee, and Prosecutors Performance Assessment Committee;

Judicial protection of the rights: it is foreseen that the Council Decisions shall be final and one can file
an administrative appeal before competent Court. Whereas the decisions related to the proposal for
appointment, re-appointment, transfer, promotion, and disciplinary measures are to be appealed
directly to the Supreme Court;

Administration of Prosecutorial system: shall function within the Prosecutorial Council, since only
this way there will be an alignment between the prosecution offices administration and other
administrations within the judicial system, namely within the Judicial Council.

2. Law amending the Law No. 03/1-223 on Kosovo Judicial Council

This draft law provides as follows:

Additional powers to the Council for issuing Regulations on functioning of the judicial system,
procedures of the process of selecting judges as well as other Regulations in regards to the scope of
the Council;

Ensures that the Council members shall not benefit from the position of being member of the Council
when it comes to promotion;

Similar to Prosecutorial Council, one of the most important aspects of judicial independence is also
the financial independence, upon budget proposal and management; propose its budget directly to
the Assembly;

In order to increase the efficiency and professionalism, this draft law clarified provisions associated
to the potential dismissal of Council members in case of failure to perform their duties, or perform in
contradiction with the Constitution and the Laws;

Similar to Prosecutorial Council, this draft-law provides the establishment Judges Performance
Assessment Committee, to serve as a ground for promotion or demotion and for dismissal of judge.
Aiming at meeting European standards, this draft law introduced several provisions on statutory
limitation on disciplinary measures, as well as the opportunity for appealing the Decisions on
dismissal and disciplinary action, to the Supreme Court;

The procedure for electing members of the Judicial Council by the Assembly, as defined by the
relevant provisions of the Constitution, begins six (6) months before the expiry of his/her mandate.
Assembly of Kosovo publishes the vacancy for electing Board members. After interviewing
procedures, the Commission shall prepare a narrow list of candidates. The list contains two (2)
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candidates for a position. Assembly of Kosovo in secret ballot elects the members of the Judicial
Council;

Heads of Courts and the President of the Bar Association shall not be a member of the Kosovo
Judicial Council. A member of the Council from Kosova Bar Association cannot have the position of
Ombudsman during the same time of being a member of the Council;

Judges, based on this law, are subject to performance assessment at least twice upon their initial term
by the Judge Performance Assessment Committee, first performance assessment shall take place
following initial training, and second assessment shall take place upon ending of the initial term.
Performance assessment of judges with permanent term shall take place every three (3) year, in such
a manner that, after the entry into force of this law, the Council determines 1/3 of judges by a lot,
within each court, as the first group who will be subject to performance evaluation within 3 months.
The same lot will be held after one (1) year to assign certain prosecutors who will take part in the
second and third group after two (2) years.

3. Law amending the Law No. 03/1-225 on the State Prosecutor

Also this draft-law on State Prosecutor provides a range of amendments, as follows:

The provisions associated to the work and the functioning of the Chief State Prosecutor are redrafted,
thus clearly providing the powers of the Chief State Prosecutor as the head of Prosecutorial system.
In regards to ensure an efficient system, this draft law provides the possibility of issuing instructions
and guidelines on rules and procedures of prosecutors, as well as the possibility of receiving and
transferring the cases from one prosecution office to another, in order to ensure efficiency and
impartiality;

Aiming at aligning with the Law on the Court, the provisions are met on organization and clear
definition of prosecution levels and setting of exercise functions within these levels of state
prosecutor are amended-supplemented;

In order to improve the efficiency and performance, several provisions are foreseen that allow the
subordination and competencies of the Chief Prosecutors within that prosecution office inter alia also
the transfer and reassignment of cases;

One of the main amendments under the Law on State Prosecutor is related to the appointment of the
new prosecutors. Pursuant to the EU request, the draft-law provides more flexible criteria for
becoming a prosecutor, and the alignment with the criteria for judges. Also provides more facilitated
procedures on selection of prosecutors, and an increased role of the Council. This is done pursuant to
European standards and by taking into account the needs and the obstacles on the ground, in order
to increase the number of new staff to the judicial and prosecution system;

Similarly, the same is done on the alignment and flexibilization of the criteria for promotion within
the prosecution system based on prosecutor’s performance;

Also, the prosecutors dismissal procedure, in case of failure to fulfil duties and obligations provide by
law are specified.

4. Law amending the Law No. 03/1-199 on Courts

With the special emphasis, the provisions of this law provide as follows:

Terms and conditions for appointment of the candidates for judges (general and specific terms) in
compliance to the terms and conditions provided by relevant legislation of the countries in the region
and beyond. In this context, the criterion for appointment of prosecutors and making the criterion for
judges more flexible is harmonised, with a view to promoting new staff to become part of the system;
Also, the criteria for promotion to the highest levels within the court system are harmonized and
more flexible. This promotion, as previously mentioned, shall be based on the assessment of judge’s
performance;

Within the Department for Commercial Matters within the Basic Court of Prishtina, the Division on
disputes involving foreign investors will function, with jurisdiction throughout the territory of
Kosovo;
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¢ In order to ease the burden of some courts is provided the establishment of the Basic Court in Fushé
Kosové for the municipality of Fushé Kosové and Obiliq, and the Junik branch for Municipality of
Junik as well as the branch of Shtime for the Shtime Municipality;

e  One of the most important amendments is the obligation to publish the court final judgements, with
the aim of improving the transparency of the courts;

e New provisions related to the professional associates, interns, interpreters and court experts, which
are foreseen to be regulated by relevant regulations of the Kosovo Judicial Council.

In order to increase the efficiency of the judiciary, during the reporting period, KJC adopted the following

sub-legal acts:

e Regulation on internal organization, activity and systematization of the jobs of KJC Secretariat;

e Regulation for organizing and functionalizing of the unit for judicial performance review;

e Regulation on determining the rules and procedure for organising the exam for candidates for judges
within the minority communities.

Additionally, KJC claims that in order to ascertain further independence and compliance with the Venice
Commission recommendations on the permanent mandate of judges, there needs to be changes to article
105 of the Constitution of the Republic of Kosovo where paragraph one states that the initial mandate for
judges is three years and in case of reappointment the mandate will be permanent until pension, unless
the judge is legally discharged from their position. Yet without these Constitutional changes the Judiciary
remains stagnant in this regard.

On 7August, 2015, KPC adopted two sub-legal provided by amendments to the Law on Kosovo

Prosecutorial Council:

e Regulation on election of members of the Kosovo Prosecutorial Council, and

¢ Regulation laying down the rules and procedures for the organization of the exam for candidates for
prosecutors;

e Regulation on the election of members of the Kosovo Prosecutorial Council determines the procedure
and basic principles of electing members of the Kosovo Prosecutorial Council. On the other hand,

e Regulation laying down the rules and procedures for the organization of the exam for candidates for
prosecutors establishes rules and procedures for the organization of the examination for candidates
for prosecutors from non-majority communities, including the commission for the design and
evaluation of the exam, the structure of the exam and method of administration of the exam. The
purpose of this regulation is to allow the inclusion of non-majority communities in Kosovo
Prosecutorial System.

Based on the National Backlog Strategy all courts are responsible for their action plans in tackling the
backlog and as a result at the beginning of 2014 there were approximately 41,000 backlogged cases
whereas at the end of June 2015 approximately 19,000 or 46% of cases were resolved- excluding execution
cases. Furthermore, on 9 June 2015, KPC approved the Action Plan for the reduction of backlog cases
through alternative procedures. The purpose of this plan is to reduce the number of cases in the
prosecutorial system of Kosovo - Basic Prosecutions and in particular encouragement of prosecutors to
use alternative procedures, namely suspension of the procedure, the negotiation of the agreement plea
and mediation. Through this Action Plan all prosecutors are charged to progressively reduce the number
of cases.

There has also been progress in terms of institutional development. In this regard, on May 14, the
Ministry of Justice together with EULEX, the EU Office, KJC and KPC signed second Compact Agreement
to support the rule of law in Kosovo. Actions arising from this agreement aim to strengthen the police,
customs, judicial and correctional institutions throughout Kosovo. Also, the Compact Agreement calls on
the addition of Kosovo capacity to fight corruption, organized crime, and paying attention to addressing
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inter-ethnic crimes. In addition, on 13 May 2015, KJC established Department for War Crimes within the
Special Prosecution of the Republic of Kosovo.

Furthermore, Government of Kosovo, on 12 August, 2015, appointed Attorney General of the State
Advocacy. State Advocacy operates as an independent and sustainable mechanism representing public
authorities of the Republic of Kosovo in judicial, arbitration and administrative proceedings.

The initial phase of the Court Management Information System (CMIS) project was completed on 31 June
2015, during this initial phase all the foreseen objectives where accomplished. One of the main objectives
during the initial phase was the functional specifications of the CMIS for courts and prosecutors. All
preparations for initiating the main phase of the project have started on 1 July 2015 and will last one (1)
year. The aim of the main phase is to implement the CMIS in courts.

On 28 May 2015, the KJC became a member of the Balkan Network and EUR o-Mediterranean Councils
for the Judiciary. Judicial Council members from member states of the Balkan Network and EUR o-
Mediterranean Councils for the Judiciary, during the 10t conference held in Tirana unanimously
discussed and adopted that the Republic of Kosovo respectively the Kosovo Judicial Council to be
accepted in this organisation with full rights.

On 11 August 2015, ten (10) judges were promoted and appointed by the President of the Republic of
Kosovo from Basic Courts to the Kosovo Supreme Court and Court of Appeal. Furthermore, pursuant to
the Brussels Agreement, 30 positions for the Serbian minority community were reserved and extra 18
positions were requested from the Ministry of Finance thus bringing a total of 48 positions reserved.
Therefore, in July 2015 the KJC has held interviews for interested candidates. Pertaining to this, out of the
48 positions announced 34 candidates have been recommended for appointment to the President of the
Republic of Kosovo. The KJC plans to re-announce the vacancy for the remaining fourteen (14) vacant
positions for judges. Moreover, only two (2) positions with a limited contract were recruited on 31 May
2015 as a Senior Judicial Inspector, in the Office of the Disciplinary Counsel, financed by UNDP.

On 18 August, in line with the Brussels Agreement between Kosovo and Serbia for integration of the
judicial staff into Kosovo system, KPC have proposed 9 prosecutors from Serb minority to the President
of Kosovo for appointment, 8 out of whom will be placed on Basic Prosecution of Mitrovica and 1 in Basic
Prosecution of Gjilan. Furthermore, on the same date, KPC has also proposed 13 prosecutors for
appointment at the President of Republic of Kosovo who will be placed at various Basic Prosecution
Offices in Kosovo. Also, in August 2015, KPC has appointed three State prosecutors in the Chief
Prosecutor Office and is in the interviewing process of candidates for Special Prosecution.

During the reporting period, 72 judges have undergone performance evaluation at all levels in all courts
and 71 judges were reappointed whereas one (1) was not proposed for reappointment. On the other
hand, Performance Assessment Commission conducted an assessment of the performance of 34
prosecutors with a permanent mandate.

With regards to appeals/complaints, there was only one appeal/complaint for the positions pertaining to
the Office of the Disciplinary Counsel and it is still undergoing procedure by the Independent Oversight
Board. Furthermore, in regards to the number of complaints from the Commission for recruitment of
Judges, there were nine (9) appeals from Committee on Recruitment of Judges.

On the other hand, in the process of appointment of prosecutors, KPC received a total of 4 requests for
review. During June-July 2015, all of the four requests were rejected by the Commission for
Reconsideration of the applications. Also, during the reporting period, the Commission for
Reconsideration of the applications for prosecutors from minority rejected six requests for
reconsideration of the application. As for the process for the Chief State Prosecutor's Office, during the
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reporting period, KPC received a request for review and the same was rejected in August by the
Commission for Reconsideration.

During reporting period, KPC has imposed 4 disciplinary measures on prosecutors out of which 1 case of
deduction of salary over 50% for six month period, 2 cases of written warnings/reprimands and 1 case of

deduction of salary over 30% for three month period.

The table below refers to the number of cases resolved through mediation, during the period of May -
August 2015:

Table 3: Statistics on mediation (May - August 2015)

Case categories Referred to mediation Solved Unsolved | Under proceeding

No of cases. 440 327 21 92

The results achieved so far in alternative dispute mechanisms continue to indicate very good progress. In
specific terms, as seen in the table above, the statistics compiled by the Mediation Commission only in
three months, show that the total number of cases referred for mediation for the reporting period is 440,
out of which 327 have been so far solved. It can therefore be concluded that there is a positive trend of the
use of mediation, with cases solved quickly and with low costs. On the other hand, number of cases
executed by private enforcement procedure during the period 1 May - 11 August is 1682.

In order to increase the public and institutional awareness on mediation, Mediation Committee in
cooperation with the German organization CSSP on 28 to 29 May 2015 organized an international
conference with the theme "Strengthening the Potential of Mediation in Kosovo". Also, in May and June 2015
two trainings were organized from USAID / CLEP for intermediaries in the region of Peja, Gjilan,
Prishtina, Ferizaj and Gjakova.

With the view to strengthening capacities of the judiciary, KJI has continued with provision of specialised

trainings for both judges and prosecutors. In this regard, during the reporting period, three trainings

were organised such as:

e Sustainable leadership - attended by seven (7) participants, (3) judges, (3) prosecutors and (1) other

¢ Information technology Business processes and Law - attended by five (5) judges;

¢ Bangalore Principles of Judicial Conduct - attended by thirty (30) participants, (21) judges and (9)
other.

Furthermore, on 25 May 2015, KJI organized the Graduation Ceremony for Initial Program for the
following graduated candidates:

e 17judges;

e 11 prosecutors.

On the other hand, during the reporting period, KJI also organized several trainings for prosecutorial
supporting staff such as:

Introductory course I and II - attended by 41 prosecutorial staff from different departments such as Legal
Department, Finance Department, Archive Department, IT Technical Department etc.

1.1.7. Anticorruption Policy
On legislative developments in the area of anticorruption policy, the Law Amending the Law No. 04/L-

051 on Prevention of Conflict of Interest in discharge of Public Functions has been approved by the
Government on 8 May 2015 and currently is in the Parliament for adoption. The amendments of the Law
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take into consideration alignment of its provisions with the Criminal Code, ensuring that corruption
related offences are criminalized.

The annual assessment of the risk of corruption was concluded in April 2015 in the political sector, local
government, central administration (particularly focusing on areas with high risks, such as spatial
planning, education, and health and tax authorities), prosecution, judiciary, and financial policies, and
public procurement. This assessment served to review the Anticorruption Action Plan 2013-2017 which
was finalized in July 2015.

As for improving the accuracy and harmonization of statistics in the fight against corruption, 9 cases in
total have entered the top 50 cases, two of which were sent to the relevant courts. The data created by the
Prosecution Council has met and incorporated the recommendations given by the European Union Office
in Kosovo.

Prosecution Offices, during the first half of 2015, had to work a total of 717 criminal charges (cases) of
corruption with 2007 people, of which Prosecution Offices solved 128 criminal reports with 301 persons.
At the end of the reporting period (30 June 2015) 589 criminal reports with 1706 persons remained
unsolved. More specifically, refer to the table below:

Table 4: Statistics on the performance of Prosecution Offices during the reporting period

Unsolved at the Newly Received, Remained
beginning: including the Handled in total Solved unsolved
Prosecution separation of
Offices: procedure and
suspects with the
expansion of the
investigation
Cases | Persons | Cases | Persons | Cases | Persons | Cases | Persons | Cases | Persons
1 | SPRK 46 253 7 21 53 274 5 41 48 233
2 BP.O . 331 963 53 155 384 1118 17 45 367 1073
Prishtiné
3 | BPO Prizren 20 57 19 33 39 90 15 22 24 68
4 | BPO Pejé 26 68 24 29 50 97 21 41 29 56
5 | BPO Gjilan 7 18 20 30 27 48 17 29 10 19
6 BP.O - 55 144 22 51 77 195 13 50 64 145
Mitrovicé
7 | BPO Ferizaj 31 71 17 36 48 107 20 32 28 75
8 | BPO Gjakové 15 33 24 45 39 78 20 41 19 37
In total: 531 1,607 186 400 717 | 2007 128 301 589 1706
Source: KPC

Courts, during the reporting period (January-June 2015), regarding the indictments against personas,
have taken 66 decisions. The table below shows Court decisions categorised according to the prosecution
offices:

Table 5: Statistics on Court decisions during the reporting period

Court Decisions BP BP BP BP BP BP Total
Prizren Pejé Gjilan | Mitrovicé | Ferizaj | Gjakové
Indictment dismissed prior to trial 4 4
The accused found guilty 7 7 9 5 12 4 44
The accused has been released: 4 2 3 1 2 12
The accused acquitted: 5 1 6
Source: KPC
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During the reporting period, the Prosecution Offices have been committed in fighting corruption,
especially those of high profile corruption cases. In this regard, Special Prosecution issued indictment
against the head of Court of Appeal, accused of corruption and misuse of official position and the Basic
Prosecution indicted the Prosecutor of the Basic Prosecution of Mitrovica of the Serious Crimes
Department. Both individuals were put under detention. On the other hand, the following are the
indictments raised on high profile corruption cases against:

e  Chief Prosecutor of Gjakova Basic Prosecution - indictment raised by Gjilan Basic Prosecution;

e Previous Rector of University of Prishtina - indictment raised by Special Prosecution;

Eight staff of Health Ministry - indictment raised by Special Prosecution;

Eleven officials of Municipality of Prishtina - indictment raised by Special Prosecution;

The Anticorruption Agency prepared a Standard Form filled for the first time in 2015 by senior public

officials who are obliged to declare their property. The form contains four types of declaration such as:

e Taking office (once the public official took the office he/she is obliged to declare the property within
thirty (30) days);

e Declaration requested by the Agency (the Agency may at any time require the public official to
submit the information required in accordance with the law. Also, public officials who are involved
for the first time in the list of senior public officials have the obligation to meet this kind of
declaration);

¢ Annual Declaration (Regular annual declaration of assets is done during the exercise of public office
from 1 March to 31 March of each calendar year. The public official within the prescribed period
discloses any change in the status of the property); and

e Declaration after the termination or dismissal from office (After the termination or dismissal from
office, the public official is obliged to submit the declaration of assets within thirty (30) days).

As far as prevention of conflict of interest is concerned, during reporting period May-August 2015 KACA
has treated 35 cases of alleged conflict of interest, where 15 cases avoid conflict of interest, 8 reported
cases have resulted without conflict of interest, issued 19 opinions/ advices, 0 cases were followed for
investigation and 2 cases resulted as demand for dismissal.

As far as procurement activities are concerned, during the reporting period, KACA monitored 7 cases of
public procurement, issued 16 opinions, 0 cases proceeded to the Department for Combating Corruption
and 7 cases are pending.

Regarding the declaration of assets of senior officials in 2015 for the previous year, 4,125 or 98.3% officials
submitted their declaration of assets out of 4,200 who were obliged to do so. 71 (seventy one) senior
public officials have not declared their assets and did not give any reason during the regular annual
declaration of assets, and four other officials who have not declared their assets gave objective reasons of
being abroad for health treatment or are in detention. Therefore, KACA prepared criminal charges
against all persons who, without reasonable excuse, did not declare their assets and submitted to the
prosecution

The Kosovo Correctional Service Inspectorate has conducted regular 27 inspections and it released in-
house rules of conduct for every correctional and detention centre. On the other hand, Kosovo
Correctional Services has imposed 95 disciplinary measures on prisoners including written
warnings/reprimands, cases of deduction of salary, suspensions and terminations of work relations.

Furthermore, during the reporting period, in order to enhance the criminal charges, ACA organized
specialised trainings. For more details, please refer to the table presented below:
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Table 6: Training sessions and conferences in the area of anticorruption

Title Organized | Venue Date No. of
by participants
Workshop on Strengthening investigative techniques | EULEX Prishtiné | 07 May 12
in corruption cases (source, intelligence, evidence, 2015

interviewing and drafting of reports)

Training on The role of Disciplinary Investigators: | UNDP and | Prishtiné | 18-19 May | 2
Skills and Basic and Advanced Competencies EULEX 2015

On the other hand, the K]JI, during the reporting period, has organized 2 specialized trainings for judges

and prosecutors in the area of anticorruption as follows:

e Public procurement and opportunities to fight corruption. This training was attended by seven (7)
participants, (2) judges and (5) prosecutors

e European standards against corruption and organized crime. This training was attended by eight (8)
participants, three (3) judges and (5) prosecutors

1.2 Human Rights and Protection of Minorities

The legal framework on fundamental rights in Kosovo has been further advanced with the adoption by
the Assembly of:

¢ Law on Protection from Discrimination (entered into force on 26 June 2015);

e Law on Gender Equality (entered into force on 26 June 2015); and

¢ Law on the Ombudsperson (entered into force on 26 June 2015).

In addition, the Draft Law on the Status and Rights of Persons with Paraplegia and Tetraplegia has been
approved by the Government on 21 August 2015 and will proceed to the Assembly.

Based on the law on the Ombudsperson, the OI will act as a National Mechanism for the prevention of
torture and other cruel, inhuman and degrading punishments.

In order to improve the conditions on correctional service facilities, the following bylaws were adopted:
s Al on working conditions and the compensation in case of disability caused in work for convicted
persons (19 May 2015);
s Al on house rules in correctional institutions (14 July 2015).

On 30 June 2015 was published the Progress Report on the implementation of the National Plan on the
Rights of Persons with Disabilities. On addition, the National Council on Disability was re functionalized
and based on the findings of the Progress Report on the implementation of the National Plan, were set the
priorities and given recommendations to the implementing institutions.

During the period January - June, pedagogical assessment teams for children with disabilities have been
established in 28 municipalities. In addition, Guidelines and assessment tools for professional teams in
municipalities have been drafted in order to asses’ children with disabilities.

With the support of the OGG/OPM, on 17 May 2015 was organized a march against homophobia “Walk
and Dance against Homophobia” in celebration for the LGBT community. This event was followed by the

illumination of the main government building in rainbow colours.

In July 2015 the AGE has announced a call for subvention and supported 6 projects on the amount of EUR
25,000 that promote gender equality and aim economic empowerment of women.
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The MLSW supports 7 NGOs in different regions of Kosovo by paying for their services on protection
and sheltering of victims of domestic violence on the amount of EUR 2,500 per month or EUR 30,000 per
year for an NGO. However, since March of this year, the allowance will be provided per sheltered victim
where the allocated sum per person is EUR 208.33 per month.

During the reporting period the KP has reported and investigated 204 cases of domestic violence. While,
for the second quarter of 2015, the KPC has reported the following statistics on cases related to domestic
violence:

Table 7: Statistics on cases of Criminal offences related to Domestic Violence (Article 169 and Law No. 03/L-182
new KCC, Article 153/ 4,154 /3 and Reg. 2001/4 old KCC)

Q2 2015 No. of cases No. of persons involved
Inherited 2,842 4,114
Received 582 770
In process 3,424 4,884
Solved / 488
Unsolved 2,888 4,396

Source: Kosovo Prosecutorial Council
With regards to Criminal offences against marriage and family, the KJC has reported the following:

Table 8: Statistics on cases of Criminal offences against marriage and family (Article 244-254 of the Criminal Code)

May - August 205 No. of cases
Inherited 128
Received 33
Solved 22
Unsolved 139

Source: Kosovo Judicial Council
Concerning attacks and threats against journalists the KP has reported the following data:

Table 9: Statistics on attacks and threats against journalists

April - August 2015 No. of cases
Proceeded to Prosecution Offices 0
Cases under investigation 8
No of cases (total) 8

Source: Kosovo Police

Meanwhile the KPC, Basic Prosecution Office in Prishtina, had in work three (3) cases with four (4)
persons involved, out of which one (1) case with two (2) persons involved has been solved.

Concerning cases of attacks against the LGBTI community, no incidents were reported by the KP. In
addition, neither the KPC nor the KJC have reported any cases, judgments or decisions executed on
assaults against LGBTI community (no cases in hand) for the reporting period. The Ombudsman
Institution has compiled 4 reports with 16 recommendations addressed to the responsible parties, out of
which none has yet been implemented. While, during the period 1 May - 4 August 2015, the OI has
received 525 complaints.

The current the situation with regard to juvenile offenders and children in detention is as follows:
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Table 10: Juvenile offenders and children in detention

Status April May June July August
Detainees 7 8 8 4 7
Sentenced with educational measures 2 2 1 3 0
Convicted 0 0 3 1 0
Total 9 10 12 8 7

Since 15 June 2015, as mandated by the law and supported by EU funds, the KPA has reinitiated and will
continue its activities in the Offices in Belgrade and Kragujevac for a three months period.

To date the Kosovo Property Claims Commission (KPCC) completed the adjudication process for 42,116
property claims and a total of 45,226 decisions have been delivered to the parties so far. While during the
reporting period 428 decisions have been delivered to the claimants, 64 to the respondents and 11 to the
current users. So far the number of implemented decisions is 34,830 meanwhile during the reporting
period 1,751 decisions have been implemented.

During the period 1 May - 17 August 2015, 848 evictions have been scheduled, out of which 339 evictions
have been executed through a physical eviction, including 24 evictions upon a request for repossession of
property and 315 due to non-payment of rent. During this period, 224 evictions have been cancelled since
the current occupants have paid the rent before the deadline for eviction with the assistance of police and
120 evictions have been cancelled due to other reasons.

To date the KPA, through the Voluntary Rental Scheme, has rented out 1,146 properties. During the
period May - August 2015, 81 properties were rented out; (24 juvenile offenders and children in detention
agricultural properties, 57 residential properties). As regards the Compensation scheme for socially
owned apartments there are 143 decisions to be implemented through compensation. The amount
necessary for the compensation of these properties is EUR 3.2 million which the Agency could not
provide.

The KCS Inspectorate has conducted 27 regular inspections in all Correctional and Detention Centres and
issued 12 weekly reports and 4 monthly reports for the period of April - July 2015. 5 disciplinary
measures were imposed on the KCS staff, while 2 initiated proceedings are still in process. The KCS
received no complaints during the reporting period. While the Inspectorate of Correctional Services has
reported in total 56 cases of criminal activities in prisons, and received 18 complaints from prisoners.

During the period 1%t of May - 313t of July 2015 the labour inspectorate has conducted 2,758 inspections
and imposed 221 warnings and 100 fines. Training on Assessment of risks in the workplace was organized by
the MLSW for two groups on the following dates: 22 - 23 June and 29 - 30 June 2015.

On 04 - 05 June, the AGE has organized a workshop on Gender Index as a mechanism for the inclusion of a
gender perspective in public policies with 40 participants.

In order to enhance the professional capacities of the staff on correctional institutions, a ToT on
fundamental rights, right of religion and prevention of radicalism has been conducted 06 - 10 July 2015

for 17 participants.

With regard to advancement professional staff in courts and prosecutor offices, the KJI has held the
following trainings:
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Table 11: Training sessions organized by KJI

Title Dates No. of participants
Protection and promotion of diversity, tolerance and equality | 09 - 10 23 (14 judges, 1
on the context of legislation on the area of anti-discrimination | July 2015 prosecutor and 8 others)
Highest standards on prevention of discrimination 10  June | 9 (4judges, 3 prosecutor
2015 and 2 others)
Prevention of domestic violence 25  June 10 (8 judges, 1
2015 prosecutor and 1 other )
Protection of children rights in matrimonial - family disputes | 11-12 June 11 (8 judges, 0
2015 prosecutors and 3 others

1.2.1. Protection of and Respect for Minorities and Cultural Heritage

The Council of Cultural Heritage in Prizren has been functioning as foreseen by the Law and the
Municipality has allocated the budgetary funds for functioning of the council. No activities of illegal
construction on protected areas have been reported.

The IMC has held 1 meeting where issues and disputes within orthodox religious sites were addressed.
With regard to protection of cultural heritage, 10 objects are secured with camera surveillance and
lightening has been ensured for all the other religious objects.

With regard to cases of theft and vandalism on cemeteries and objects of cultural heritage, during the
reporting period the KP has investigated 10 cases, out of which 4 have been solved (with 1 arrested
person and 2 suspects). According to Article 421 on Damaging graves or corpses, during this reporting
period the KJC has reported five (5) inherited cases and no other cases was received nor resolved.

During the reporting period, two (2) cases of potentially ethnically motivated crimes have been
investigated by the KP (on the region of North Mitrovica). The KPC has reported that the Basic
Prosecution Office in Ferizaj dealt with two (2) cases (for one of them investigations were initiated).

With regards to Criminal offences on inciting national, racial, religious or ethnic hatred, discord or
intolerance (Article 147), the KJC has reported the following:

Table 12: Statistics on cases of Criminal offences on inciting national, racial, religious or ethnic hatred, discord or
intolerance (Article 147 of the Criminal Code):

May - August 205 No. of cases
Inherited 5
Received 3
Solved 2
Unsolved 6

Source: Kosovo Judicial Council

With regard to the collection of data on potentially inter-ethnically motivated incidents or crimes, the
KPC, KJC and KP agreed to integrate also the criminal offence foreseen by Article 147 of the Criminal
Code (Inciting national, racial, religious or ethnic hatred, discord or intolerance) in the data on Tracking
Mechanism. Moreover, the KPC drafted a manual that will assist Kosovo Police and Prosecutors while
investigating and prosecuting these crimes.

As part of the implementation of the Strategy and Action Plan for the integration of RAE communities,
during the reporting period the MoH has vaccinated 550 children from these communities.
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The number of children from RAE communities enrolled in schools for the academic year 2014/2015 was
6900 in primary school and 538 in secondary schools. Based on information from the Municipal
Directorates of Education, during this academic year 58 children have returned to school after dropping
out, a number that significantly grew during the last 4 months (from 16 reported in march).

MEST continues to provide with scholarships students from RAE communities, during the last year from
Kosovo budget have been supported 67 students attending secondary education and 33 university
students. While with the support of international donors, have been provided with scholarships 500
students attending secondary education and language courses in Serbian and Albanian have been
provided for 300 repatriated children.

The Curricula Framework and the core framework have been translated to Serbian language and are in
the process of piloting in 92 schools. In addition, during the reporting period the curricula in Roma
language has been finalized.

The MLGA has conducted a three months campaign on civil registration of Roma, Ashkali and Egyptian
communities. As a result, during the period January - April 2015, out of 233 identified persons, 126 were
registered. To date, in total 136 persons have been registered, while 88 persons remain unregistered since
they come from neighboring countries and do not possess any document that would permit their
registration (75 persons living in Mitrovica and 13 persons living in Ferizaj).

Based on a decision of the Secretary General on 15 May 2015, EUR 80,000.00 have been allocated to
implement the Project Support for the newly established municipalities in northern Kosovo through the
development of education, science and youth.

In addition, the OCA has allocated EUR 10,000.00 to support the NGO Balkan Sunflowers in order to
cover the costs for the expansion of learning space for children of Roma living in Kosovo.

The Office of the Language Commissioner during the period May - August 2015, the OLC has received 4
complaints related to the implementation of the Law on the use of languages, out of which 3 have been
solved. On 7-8 July training on Advancement of language rights in Kosovo was held for 19 participants.
Moreover, training on Mechanisms of achieving greater efficiency in the work, to monitor the implementation of
the Law on Use of Languages was also held on 9-10 July for the staff of the OLC.

Referring to the issue of returns, according to the Statistical Statement of UNHCR, during the period May
-July 2015, 111 people have returned.

As part of the project Return and Reintegration in Kosovo (fourth stage), 250 returned families have been
supported in the municipalities of Peja, Klina, Istog, Shtrpce, Suhareke, Obilic and Gjilan. Program
activities started on 1 November 2014 and are expected to be completed by April 2017. During this
reporting period, 56 cases were approved in the first round and has so far been finalized construction of
48 houses and 8 houses are under construction for returnees, out of which 19 houses in MA Obilic, 4
houses in MA Peja, 6 houses in MA Klina 5 houses in MA Strpce , 1 house in MA Gjilan and 13 houses in
MA Istok. Also during this reporting period, for the second round have been approved 66 cases of
potential beneficiaries to return. Also there have been distributed 19 harmonized assistance package with
food and non-food items, furniture and household appliances.

As part of the "Programme to support the resettlement of returnees from the former Yugoslav Republic of
Macedonia and the Republic of Montenegro", so far a total of 48 families of Roma, Ashkali and Egyptian
communities were assisted with house construction and other aid packages in cases of return, while the
construction of the remaining 12 houses under this project is expected to start in September 2015 for the
returnee families.
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During this period in the frame of the project "Nenkalaja" - second phase " in Prizren, at this stage have
been approved 7 cases of beneficiaries and are in the process of preparation of technical documents for
the construction of houses.

Through NBRM project, implemented for minor repairs to homes of returnees from category 1 to III,
during the reporting period have been approved 6 cases for minor repairs in houses in municipalities of:
MA Ranillug 2 houses, MA Istog 2 houses, 1 house in MA Decan and in MA Peja 1 home. Also it has been
initiated theprocedure for building a house for a minority community family with difficult living
conditions.

MRC also during the reporting period helped in various ways Kosovo communities also through civil
society. With citizens' initiatives and non-governmental organizations, MRC has funded 17 projects of
NGOs in financial amount of EUR 46,142.60, from the fields of education, culture, sports, religious events
and many other areas that are important for quality of life of citizens.

This type of assistance through projects that have competed non-governmental organizations, aimed at
improving cultural and educational life of the citizens in the abovementioned areas.

Project to support the closure of collective centers in Shtrpce Municipality (project implementation period
from 2015 to 2017), in this period have begun meetings / activities among project implementers and
beneficiary Municipality about preparations for the start of implementation of the program, which
officially was scheduled to begin in June 2015, but we are waiting for the signing of the agreement on IPA
projects 2014 between the Government and the European Commission.

In order to realize the program for the stabilization of communities by MCR, harmonized aid to stabilize

returnee families and vulnerable families from the ranks of minorities communities has been provided as

follows:

e Allocation of furniture and white technique for 5 families returned, the financial amount EUR
6,019.00;

e There was shared household firewood for minorities” families with difficult living conditions, the
financial amount EUR 594.73.

1.2.2. Protection of Personal Data

In order to assess the scale of compliance of data protection standards amongst law enforcement bodies,
the NAPPD continues to conduct regular inspections in public and private institutions, and inspections
based on complaints received by different parties in sensitive areas such as telecommunications,
education sector, banking sector, medical sector, etc. As a result of these inspections, minor offence
procedure was initiated against one private clinic for revealing personal data used for direct marketing
purposes, while by the decision of Basic Court and recommendation by the agency one online marketing
company received a 5,000EUR fine for the usage of personal data for marketing purposes during the
election campaigns.

With regard to the appointment of municipal data protection officials, out of 38 municipalities in the
Republic of Kosovo, 36 of them now have data protection officers appointed. The remaining
municipalities (2) are expected to appoint local level data protection officials in the very near future. The
appointment of the data protection officials in municipalities emphasizes the importance of the role of
local DPOs, but also contributes directly in the implementation of the legislation on data protection in the
national level.
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1.3. Regional Issues and International Obligations

The Republic of Kosovo as a full member of the regional organization - Regional Cooperation Council
(RCC), participates in the Annual Meeting, Board Meetings - 3 times a year, meeting of National
Coordinators and Sectoral Meetings. In this regard, on 15 May 2015, the Prime Minister of Kosovo took a
decision to appoint the Adviser for Foreign Relations of the Cabinet of Prime Minister as the National
Coordinator for Regional Cooperation.

According to the decision No. 28/06 taken on 8 May 2015, the government allocated the financial means
in the amount of 40,000,00 EUR OS, to meet the annual contribution of the Government of the Republic of
Kosovo for 2014 as a participant/ member of the Regional Cooperation Council based in Sarajevo.

The RCC Board held its regular meeting on 12 May 2015, in Sarajevo. The meeting was attended by a
representative from the Ministry of Foreign Affairs, Government of the Republic of Kosovo. Whereas, on
22 May 2015, RCC held its Annual Meeting in Tirana, a meeting in which Kosovo was represented by the
National Coordinator for Regional Cooperation.

In addition, following the agrement reached on 24 June 2015 on car insurance between Kosovo and
Serbia, came into affect only on 11 August 2015. The agrement came as a result of the Kosovo-Serbia talks
and should cut the insurance costs for drivers of both countries by roughly half.

In the framework of regional cooperation, the Government Commission took part in the regional meeting
held on 8 May 2015, in Montenegro, having already made a significant contribution in the drafting
process of “Regional List of Missing Persons”.

During the reporting period, in line with the legislation in force, the Government Commission on Missing
Persons continued the cooperation and coordination between the stakeholders involved in the process of
resolving the fate of missing persons, therefore organizing a total of four (4) regular Commission
meetings since April 2015.

Conjointly, as a result of discussions held during these regular meetings and other working meetings
covering specific activities that aimed to provide new information, during the reporting period a total of
eight (8) locations identified in different parts of the territory of the Republic of Kosovo were processed
for excavation assessment. Likewise, on 7 August 2015, the conduction of excavations assessment
continued in a location identified in the Kozar village in Serbia, however,the working process at the site
was stopped by the Serbian authorities. Similarly, the case of ‘Raska’ is under the jurisdiction of Serbia
and advancement of this case is so much depends on the willingness of the Serbian authorities to
cooperate. During the reporting period no meeting was held with the delegation of Serbia and as such,
there is no progress on this case to be reported.

It should be noted that in response to requests and samples sent for DNA analysis bythe professional
institutions of the Republic of Kosovo, the International Commission on Missing Persons has informed
the local institutions that it has released a positive report of the DNA, therefore resulting ina new
identification and about eighteen reports or reunification cases.

Also, in respect to practices for access in cases of mutual interest, with the invitation of the Kosovo's
Government Commission on Missing Persons, representatives of the Serbian Government Commission
on Missing Persons have participated in an excavation activity conducted in one of the eight (8) locations
identified within the territory of the Republic of Kosovo.
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2. ECONOMIC CRITERIA
2.1. Existence of a Functional Market Economy
2.1.1. Economic Policy Essentials

The Mid-Term Expenditures Framework 2016-2018 was prepared in three languages and proceeded to
the Government for adoption. The Government of the Republic of Kosovo approved the Mid-Term
Expenditures Framework 2016-2018 on 29.04.2015 and proceeded the same to the Assembly for
information. The document consists of the following main elements:

e Statement of Mid-Term Policy Priorities;

e Macro - Fiscal Framework 2016-2018;

e Budget Spending Framework 2016-2018.

Based on MTEF, the budget circular 2016/01 was issued to all budget organizations/agencies of the
central level on 15.05.2015 in three languages.

In 2014, Kosovo participated for the first time in the structured dialogue for economic governance, which
is regularly and continuously held between candidates countries on the one hand and EU institutions,
especially Council and Commission on the other. A basis for this dialogue is the Economic Reform
Programme (ERP) prepared for the first time by Kosovo. ERP is a mean aimed at ensuring a clearer
guidance on implementing the reforms, bringing together a medium-term macroeconomic analysis, fiscal
framework, and priorities of the general economic policy. This document will be directly related to the
National Development Strategy and will serve as a basis for drafting the medium-term planning
documents, such as Mid-Term Expenditure Framework. Guidelines for preparation of the 2016 ERP have
been received and preparations are underway for revising the document.

Furthermore, during this year, Kosovo negotiated a Stand-By Arrangement with the International
Monetary Fund, which aims to support the maintenance of fiscal stability, level of public debt, as well as
the improvement of public spending quality (more details are discussed in the feedback below).

2.1.2. Macroeconomic Stability

Nominal GDP for 2014 is estimated to have been EUR 5.579 million (or EUR 2,955 per capita). In 2015, the
nominal GDP is forecasted to reach EUR 5,849 million (or EUR 3,050 per capita).

In 2014, the real GDP growth is estimated to have been 3.3%, whereas in 2015, this growth is projected to
accelerate to 3.8%. 2015 will be a period of stabilization and will precede a medium term period
consisting of a more stable macroeconomic climate and more favourable environment of doing business,
where the entry into force of the tax amendments (elaborated further in feedback below) is expected to
contribute as well. The Government’s Programme is based on previous and current challenges and has
put special emphasis on the economic development by stimulating domestic production. These fiscal
changes especially support the production line in various sectors, including the agricultural products
sector, which is already being supported through state subsidies.

Despite the fact that consumption is forecasted to decrease in relation to GDP even during medium-term
period 2016-2018, the consumption growth will continue to be the main contributor to the GDP growth in
Kosovo, supported, inter alia, by remittances. Furthermore, this period is expected to be characterized
with significant improvement in investments. Even though the European recovery remains slow
(uncertainty in the EUR ozone declined less than expected), the overall view is positive and therefore no
drastic decreases are expected in transfers of Diaspora from the EUR ozone, whether in the form of
remittances or investment in real estates.
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Although signs of improvement were observed in the export category, the level of Kosovo exports
remains low. Due to this reason, the Government of Kosovo has seen export as a category with the
potential to contribute to the GDP growth. Therefore, considering the challenges faced by Kosovo
producers, the Government of Kosovo has made tax changes that facilitate the existing base of Kosovo
businesses in production. Thus, Kosovo’s products will begin to gradually replace imported ones and
will have easier access to international markets. Application of these changes as of this year will allow the
effects of these changes to be manifested in the beginning of the medium-term period 2016-2018.
Moreover, the Government’s Program is focused on various sectors, aiming to support Kosovo’s export
diversification, which is a characteristic enhancing the stability of this category contribution to the GDP
growth.

Table 13: Nominal GDP and its real growth rate

Description | 2011 | 2012 | 2013 | 2014* | 2015

In EUR, millions

Consumption 5,020 5,256 5,539 5,809 6,002
Investments 1,531 1,387 1,471 1,486 1,587
Exports of goods and services 959 922 927 1,091 1,176
Imports of goods and services 2,737 2,649 2,611 2,807 2,917
Nominal GDP 4,772.9 4,916.4 5,327 5,579 5,849
Real GDP growth 4.8% 2.5% 3.4% 3.3% 3.8%
CPI 7.4% 2.4% 1.8% 0.4% 0.2%

Source: KAS and Macroeconomic Unit estimates, MoF.
*Remark: KAS publishes the data of national accounts at the end of September for the previous year. Therefore, data
for 2014 and onwards are estimations of the Department for Economic and Public Policy.

Kosovo has no strong financial and trade relations with the countries affected by the crisis. There was no
significant impact through remittances from Diaspora, which represent an important component in
financing the country's economy. This is because most of them originate from Germany and Switzerland,
which are less affected by the crisis.

The external position of the Kosovo's economy continues to be determined by developments in the global
economy, especially that of the European Union. This is because the major share of Kosovo's export is
oriented in European Union countries, whereas the Germany and Switzerland represent the main source
of remittances from the Kosovo's Diaspora and foreign direct investment in Kosovo. Expectations for a
decline in international prices of foodstuffs and oil are expected to be reflected in the decline of the value
of imports, whereas the projected increase in international prices of metals associated with the new
measures undertaken by the Government to stimulate the production expected to stimulate the export of
goods.

Balance of Payments

The current account balance up toMay2015reached EUR (-)158.5 million, representing an increase of EUR
(-) 22.2 million compared to the same period of 2014. The trade balance of services in the first five months
of 2015 reached EUR 108.4 million, representing a decline of 11.2%, while the primary income reached
EUR 45.6 million and declined by 15.3%. In the reporting period, the secondary income balance
amounted EUR 440.7 million, that accounts for an increase of 0.3%. Within the primary income account,
compensation of employees (residing for less than 12 months abroad) had a balance of EUR 86.0 million,
presenting anincrease 0f9.5% in May 2015 compared to the same period of the previous year. Within the
secondary income account,up to May 2015 remittances reached a level of EUR 279.2, an increase by 18.7%
compared to the same period of the previous year.
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Export of goods up to June 2015 has increased by 14.5%, reaching EUR 161.5 million in nominal terms
while the import of goods has increased by 5.1% reaching EUR 1.2 billion. Trade balance (which
continues to be negative) has increased by 3.7% and reached at EUR 1.0 billion in June 2015.

As regards external government debt, its level stood at EUR 330.59 million in the second quarter of 2015
or 11.2% of GDP. Compared to the external government debt in the same period of 2014 (EUR 319.0
million), there was an increase by EUR 11.6 million. Total public debt (internal and external) stood at EUR
649.14 at the end of second quarter of 2015. The total stock of government debt is expected to reach EUR
740.24 million or 12.76% of GDP at the end of 2015.

With regards to Foreign Direct Investments (FDI) the stock value in the first quarter of 2015 was EUR
3,032.2billion. FDI are largely oriented in the real estate (partially consisting of remittances invested in
buying properties), financial intermediation and construction. These sectors altogether constituted
around 95% of foreign investment in the first five months of 2015.

Trends in unemployment and employment

According to the data of the Ministry of Labour and Social Welfare, on unemployment, during the period
January-July 2015, the number of jobseekers registered as active unemployed persons at the end of July
2015 was 105,483. The number of young jobseekers - aged 15-24, registered as active unemployed persons
is 11, 851, whereas, 5,598 or 47.23% of them are women. The number of female jobseekers registered as
active unemployed persons is 46,230, which represents an unemployment rate amongst women in the
total number of unemployed (registered as active unemployed persons), of 43.82%.

The results of the Labor Force Survey for 2014 were published this June. Almost two thirds of Kosovo's
population is of working age (15-64 years old). Of those in working age, 58.4% are not economically
active, meaning that they are not employed and have not actively sought employment in the past four
weeks and/or are not available to start work within two weeks. Some 35.3% (or 176,743 persons) of the
population that is economically active, are unemployed. This implies that 64.7% (323,508) of economically
active people are employed, yielding an employment to-population ratio (employment rate) of 26.9%. Of
the 58.4% of the working age population that is inactive, 18.2% (128,400 people) did not seek a job
because they believed that there was no work available. Discouraged workers accounted for 10.7% of the
working age population, with similar levels for women and men.

Large gender differences are observed throughout the labour market. The employment rate among
working age women is only 12.5%, compared to 41.3% for men. Approximately one-in-five (21.4%)
women of working age are active in the labour market, compared to three-fifths (61.8%) of the male
working age population. Among those in the labour force, unemployment is much higher for women
than it is for men (41.6% compared to 33.1%). Family responsibilities were the main reason for women’s
inactivity in the labour market with 38.8% of female respondents giving this reason. Women were mostly
employed in the education and health sectors (almost 40% of employed women). Men were mostly
employed in the manufacturing, trade and construction sectors (employing more than 40% of employed
men).

Youth unemployment remains very high according to the findings of the survey. In 2014, youth in
Kosovo were almost twice as likely to be unemployed compared to adults. Among those aged 15-24 years
and in the labour force, 61.0% were unemployed. Unemployment is higher among young women (71.7%)
than young men (56.2%). Almost one third (30.2%) of Kosovo’s 15 to 24 year olds were not in education,
employment or training. The figure among young women is 34.0%, compared to 26.6% for young men.

Trend indices on inflation (preferably HICP), core inflation (including definition)

The trend of slow increase of price level, calculated with the annual changes in the Consumer Price Index
(CPI), continued also in 2014. Similar to the previous year, food and transport prices marked a slight
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decrease, reflecting the decrease in global prices of food and oil, whereas other components such as
tobacco, alcohol and services marked an increase. As foreseen, the increase of wages in the public sector
seems to not have impacted the increase of prices or it has been rampant from the effect of the decrease of
international prices, thus resulting in an approximately unchanged level of prices. Consumption prices
are expected to remain low for the medium-term period, 0.2% in 2015 and approximately 0.5% for the
period 2016-2017. Low inflation rates are projected as a result of the stabilization/decrease of prices of
two components, food and transport, with higher weight in CP], as a result of the further decrease of the
foodstuffs and oil prices in global markets, whereas other groups of products and services are projected
to continue to compensate a share of this decrease.

1.2. Reporting on monetary and fiscal policies during the reporting period

As regards the monetary and exchange rate framework, Kosovo has no monetary policies because EUR is
the official currency being used. Below are the nominal and real effective exchange rate movements,
annualised.

Table 14: Annual average and nominal and real effective exchange rates

Description 2010 2011 2012 2013 | 2014 2015/ May*
NEER 100.8 101.1 101.2 102.1 101.9 101.1
Index REER (Total) 104.8 105.8 106.6 107.2 106.0 103.9
REER(CEFTA) 105.8 106.6 106.9 107.7 107.4 106.2
REER (EU) 106.4 106.9 108.6 107.8 107.3 106.3
Source: CBK

*last available month in bgk-kos.org

As regards fiscal policies, domestic revenues marked an increase of 9.2% compared to the January-July
period of 2014, whereas have shown under-collection for 2 percentage points compared to the monthly
forecast based on the revised budget!. Custom revenues marked an increase of 7.4% compared to the
previous year, representing a over-collection of 0.5 percentage points compared to the revised plan for
this period. For the period January-July, custom revenues are projected to reach EUR 495.9 million
(cumulative), which represent a collection rate of 52.4% of projection according to the revised budget for
2015 (to EUR 946 million). The revenues collected in the country for this period marked an increase of
9.2% compared to the same period of 2014 and have been EUR 198.4 million. Compared to the revised
monthly projection according to the budget approved in July (EUR 202.6 million by the end of July), this
category of revenues marked a collection of 98%, where domestic revenues 58.3%. Municipalities own
revenues marked a decrease of 14.3% compared to the same period of 2014, while only 67.0% have been
collected if compared to projections for this period.

Total expenditures marked an increase of 3.7% compared to the same period of 2014. Compared to the
annual plan according to the reviewed budget, total expenditures were executed at the rate of 48.1%.
Total expenditures amounted to EUR 793.8 million during the period January-July. The structure of
expenditures continues to be dominated by expenditures for wages and salaries, as well as subsidies and
transfers. Specifically, expenditures for wages and salaries represented 38.5% of total expenditures,
followed by expenditures for subsidies and transfers (29.2%). Expenditures for goods and services and
capital expenditures represented 12.9%, respectively 19.3%.

Monthly projection has been reviewed conform to the review of the budget approved by the Assembly. Table containing the
reviewed budget is published in the MF official website: http:/ / mf.rks-gov.net/sq-al/Buxheti/Buxheti-i-Republikes-se-
Kosoves/Buxheti-gendrore
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http://mf.rks-gov.net/sq-al/Buxheti/Buxheti-i-Republikes-se-Kosoves/Buxheti-qendrore
http://mf.rks-gov.net/sq-al/Buxheti/Buxheti-i-Republikes-se-Kosoves/Buxheti-qendrore

Table 15: Revenues and expenditures during 2015

Description Jan Feb Mar Apr May Jun Jul
In million of EUR

Border-Customs 51.1 1044 1672 2422 3184 4025 4982
Refunds from Customs -0.2 -04 -0.6 -0.8 -1.1 -14 -23
Domestic tax - KTA 41.2 62.6 839 1263 1417 1625 1984
Refunds from KTA -1.8 -43 -6.9 -93 -118 -13.6 -17.0
Non-tax revenues - Government 2.9 6.2 9.7 11.3 18.3 22.6 27.4
Own Source Revenues - Central

Government 44 8.2 12.0 16.5 18.6 21.1 23.8
Own Source Revenues -

Municipalities 3.8 7.5 11.3 14.4 19.9 25.0 29.8
Concessional fee 1.5 1.5 1.5 2.9 2.9 2.9 49
Royalties 0.5 0.6 7.0 13.2 13.6 14.0 20.6
Revenues dedicated to PAK 5.5 5.5 5.5 5.5 5.5 5.5 5.5
Dividend - - - 10.0 10.0 10.0 10.0
Budget receipts 109.0 191.8 290.6 4323 536.0 651.1  799.3
Borrowings from IFI 0.7 0.7 2.7 29 3.0 39  39.6*
Securities 6.8 11.7 37.1 32.3 471 62.0 60.7
Donor-designated grants 0.5 2.8 3.7 43 4.4 4.5 8.0
Total receipts (Receipts - Revenues) 117.0 207.0 3340 4718 590.5 7215  907.5
Wages and salaries 42.2 842 1265 1689 2134 258.5 3027
Goods and services 1.3 16.3 28.3 47.1 64.0 77.0 88.4
Utilities 1.1 4.2 6.1 9.6 11.4 12.5 13.4
Subsidies and transfers 25.2 60.9 926 1339 164.1 1964  229.6
Capital expenditures 0.1 12.6 31.9 48.8 75.3 1156 1516
Reserves - - - - - - -
Budgetary payments 70.0 1783 2855 4084  528.2 660.0 7857
Debt service 0.1 3.6 13.8 14.3 17.7 18.7 19.8
Donor-designated grants 0.1 1.0 1.8 5.1 5.7 6.3 7.3

Total payments (Payments -
Expenditure) 70.2 1829 3011 4277 5516 685.0 8128

Source: Daily reports of Treasury, MoF
*Here we received the first tranche from the IMF after negotiating the Stand-By arrangement during this year

Regarding developments in the fiscal sector, during the first months of the year, tax laws were amended
in order to reflect the fiscal reform envisaged by the government programme. More specifically, the main
amendments can be summarised as follows:

e Removing barriers for fiscalisation of all businesses by amending the Administrative Instruction No.
15/2010 for fiscal devices with the aim of liberalising the market of these devices. This measure is
aimed at increasing the number of operators in this market which will impact the reduction of the
cost for both devices and maintenance for businesses. With this measure is aimed the completion of
the fiscalisation process for all businesses, which would enable the creation of a more equal
environment for all businesses operating in the Republic of Kosovo.
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e At the same time, the Ministry of Finance designed additional measures to stimulate consumers
collecting fiscal receipts through a special Administrative Instruction. These measures are intended to
reduce tax evasion and prevent unequal competition and at the same time protect consumers.

e Changes in the Value Added Tax through the reduction of the threshold for VAT registration from
EUR 50.000 to EUR 30.000, escalation of VAT rate in 8% for certain basic products and 18% for other
products, and exempting from VAT the production lines and basic products for domestic producers.

e In order to reduce administrative barriers, the administrative procedures will be shortened, here we
can mention the removal of the requirement for a export and import certificate since all businesses in
Kosovo already possess an identical fiscal number.

The Government is focused to maintain macro-fiscal stability and at the same time maintaining the
productive budgetary expenditures. In this context, is worth mentioning the fact that from the beginning
of this year, the Government of Kosovo negotiated a 22 months program with IMF, which is expected to
be approved by the IMF Board at the end of July. Since Kosovo is not characterized by a fiscal risk and
payment balance risk, as well as has no monetary policies, this program will be more focused in the
economic development of the country. More precisely, given the low level of public debt in relation to the
GDP, as well as the need of Kosovo to build infrastructure and have economic growth, an agreement was
reached with the IMF to create a clause of investment within LPFMA which enables the Government to
finance projects outside the fiscal rule through loans from International Financial Institutions.

The increase of wages in the public sector and pensions impacted the change of the budget structure. In
this aspect, the Government plans to create a special rule within the LPFMA which will govern and
anchor the increase of public sector wages with the increase of productivity. In accordance with these
restriction in the current expenditures, the Government is dedicated to maintain a high level of capital
expenditures during the period 2016-2018. The construction of new roads and further improvement of
existing roads and railway infrastructure, investments for the increase of energy efficiency, extension of
the land irrigation system etc., will consist of the larger share of capital investments for the next period.

From the institutional aspect, a European Union funded project conducted a PEFA assessment during the
first quarter. Recommendations deriving from this assessment will provide the basis for developing the
Strategy for Public Finance Management, which is planned to be completed in the beginning of 2016.

Evaluation of the macroeconomic policy mix

The existing growth model of the country based on large financial inflows is associated with significant
risks. On the short run, the main risk factor would be a sudden fall of these inflows - caused by
unfavourable economic developments in countries with the largest Kosovo diaspora - and its negative
consequences for growth, public finances, and external and financial sector stability. On the medium and
long run, however, the main challenge for the country is how to establish conditions conducive to
promoting self-sustained growth based on increased domestic productivity and export competitiveness,
and aimed at reducing high unemployment, improving human capital and physical infrastructure. These
objectives will have to be achieved within the framework of stable public finances what implies
predictable developments with respect to public sector wages, and with maintaining the labour market
flexibility. Both are of crucial importance taking into account macroeconomic policy options available to a
country without its own monetary policy.2

2.1.3. Interplay of Market Forces

Price liberalization

2Economic Reform Program 2015 (https://mf.rks-gov.net/sq-al/Raporte /Raporte-dhe-Publikime/Programi-Komb %C3% ABtar-
p%C3%ABr-Reforma-n%C3 % AB-Ekonomi )
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Regulators are the price-setting mechanisms for network industries such as energy, central heating,
water, waste. There are no changes or developments to report.

Size of the private sector
As shown in the table below, there were no large variations of the share of private sector in GDP.

Table 16: Share of private sector to GDP, in%, (Source: MTEF 2016-2018)

Description 2011 2012 2013 2014 est. 2015 proj.
Private Consumption 88.4 90.5 87.3 87.7 85.6
Private Investments 21.0 17.0 17.7 19.3 19.7
Privatisation

The Privatization Agency did not have its Board due to which the agency could not realize any sales. So
far, 462 SOEs are in the liquidation process. There was no claims recieved in the reporting period for the
SOEs that are in the liquidation process. Liquidation Authorities have taken 2,704 decisions in the period
01 May - 17 August 2015.

Current State of Privatisation:

*  Socially Owned Enterprises privatised to date: 329

*  Socially Owned Enterprises remaining to be privatised 270

+ Total Privatisation proceeds to date: EUR 630 Million
* Registered Investors in PAK database: >15,000

*  Number of “pre-qualified” investors: >4,000

2.1.4. Market Entry and Exit
During the reporting period, a total of 2,654 new businesses are registered, while 1,513 were closed down.

2.1.5. Business Environment, Legal System and Administrative Capacity

A systematic (massive) registration of immovable property 50 Cadastral Zone is currently taking place in
50 cadastral zones, respectively in Municipalities of: Gllogoc, Skanderaj, Vushtrri, Suhareka, Istog,
Shtime, Hani Elezit, Kaganik, Obiliq and Malisheva. Implementation is being realised by a joint project
between the Government of the Republic of Kosovo and the World Bank. This project is expected to be
completed during the next reporting period and its impact on property registration is of great
significance. Also during this reporting period the KCA completed the project on digital topographic
maps 1:25000 for 90% of the Kosovo territory. Although the legal deadline under the Law on the
establishment of an immovable property rights register (IPRR) for filing an application to the Municipal
Cadastre Offices (sale/purchase, inheritance, gift, mortgage, etc.) is 30 days, in practice, according to
statistics for this reporting period, the average is 10 days.

The progress made in the field of Cadastre in Kosovo has positively contributed to the doing business
climate. This is also confirmed via World Bank Report on Doing Business for 2015, where Republic of
Kosovo in the component on registration of immovable property is ranked as 34 in the world ranking list.
Below you may find the data for property registration, during the period January - July 2015 and those of
the previous year.
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Table 17: Statistics on Property registration (2014 and 2015 (until July))

Property registration
Month No. of Registered Transactions/ | No. of Registered No. of. registered
Mortgages Inheritance Buildings parts of buildings

In 2014

January 285 3677 18 84
February 280 3471 11 60
March 349 3146 11 111
April 370 3331 16 84
May 354 2703 12 117
June 253 1629 8 45
July 265 2042 6 96
August 188 2924 4 371
September 248 2183 4 163
October 298 1990 8 72
November 278 1821 12 69
December 495 7874 26 318
In 2015

January 243 2745 11 182
March 313 3072 17 191
April 340 2708 44 108
May 411 2260 13 114
June 423 1921 15 120
July 304 2282 20 119

Source: Statistics on property registration in the Kosovo Cadastre Land Information System (KCLIS)

2.1.6. Developments in the Financial Sector

Kosovo’s financial system continued to expand its activities during 2015. Total assets of the financial
system (excluding CBK assets) marked an annual growth of 10.1%, standing at EUR 4.69 billion in March
2015 (81.2% of GDP in 2015)3. Banks remain the dominant financial intermediaries with 69.3% of the total
financial sector assets, followed by Pension Funds and Insurance companies with 25.1% and 3.0%,
respectively.

Banking sector is mainly foreign owned (90.4% of banking assets) and has a high degree of market
concentration. Nevertheless, the degree of market concentration has continued to decline slowly in the
last two years. In June 2015, the market share of the three largest banks stood at 65.3% compared to 67.2%
in June 2014. The decline in the degree of market concentration is expressed also by the Herfindahl-
Hirschman Index (HHI) for assets which dropped to 1,792 points in June 2015 from 1,847 points in June
2014.

Lending activity was characterized with an accelerated growth rate during last year. In June 2015, total
loans amounted to EUR 2.01 billion, which represents an annual increase of 6.1 percent (3.5 percent in
June 2014). Loans to enterprises represent 66.7% of the loan portfolio (67.3% in June 2014), whereas the
remaining 33.0% represent the loans to households (31.4% in June 2014). During the last year loans
toward enterprises had an accelerated growth rate which was driven by sectors of trade, manufacturing
and agriculture. The accelerated growth of loans toward households was driven mainly by consumption
and mortgage loans.

3 Preliminary forecasted GDP for 2015: Central Bank of the Republic of Kosovo.
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Deposits in June 2015 reached the value of EUR 2.57 billion (EUR 2.42 billion in June 2014) which
represents an annual increase of 6.3% (10.0 percent in June 2014). The slower growth pace of deposits is
mainly attributed to the sharp decline in the interest rate on deposits that has been characterizing the
banking sector. The structure of deposits in the banking sector continues to be dominated by household
deposits, which account for 74.0% of total deposits.

The liquidity position of the banking sector in the first half of 2015 continued to be satisfactory. Total
liquid assets to total assets ratio in June 2015 stood at 28.8% (32.4% in June 2014). The loan to deposit ratio
decreased to 77.9% in June 2015 from 78.1% in June 2014. The banking sector remains well capitalized
with its levels of capitalization continuously exceeding the minimum regulatory requirements. In June
2015, the level of capitalization is further strengthened where the capital adequacy ratio increased to
19.0% from 17.4% in June 2014. Non-performing loans in June 2015 decreased at 7.2% from 8.2% in June
2014 and they remain highly covered with provisions (119.3% in June 2015 compared with 116.4% in June
2014). Regarding the sectorial distribution of NPL, the real estate sector (including construction) was
characterized with the highest decrease of NPL to 8.2% from 11.5% in June 2014. Trade sector, which
represents the largest category of enterprise loans, also recorded a decrease of the NPL ratio which in
June 2015 stood at 10.0% compared to 11.5% in June 2014. On the other hand, the mining sector had the
highest increase of the NPL ratio to 10.9% in June 2015 from 0.1% in June. Energy sector was
characterized with the highest level of NPL (11.5 percent), while household sector had the lowest level of
NPL (2.6 percent) in June 2015.

The average interest rates on loans continued its downward trend, while on deposits had a slight
increase. The average interest rates on loans decreased to 7.6% in June 2015 from 10.6% in June 2014. The
average interest rate on loans for enterprises in June 2015 stood at 7.4% (10.5% in June 2014), while for
households it stood at 8.2% (10.8% in June 2014). The average interest rates on deposit in June 2015
increased to 0.8% from 0.6% in June 2014. The average interest rate on deposits for enterprises in June
2015 stood at 1.0% (0.3% in June 2014). For household deposits, the average interest rate stood at 0.8% in
June 2015 (0.6% in June 2014). The interest rate spread between loans and deposits, on average, decreased
at 6.8 percentage points from 10.0pp in June 2014.

The banking system of Kosovo has reported a profit of EUR 46.2 million as of June 2015, compared to the
profit of 26.9 million until June 2014. The profit generated was mainly a result of the significant decrease
of expenditures (expenses regarding interest paid on deposits and expenses for provisions on loan
losses).

The structure of pension sector assets remains dominated by Kosovo Pension Saving Fund (KPSF) which
manages 99.5% of total assets, while the remaining of 0.5% is comprised of the assets of Kosovo-Slovenian
Pension Fund (KSPF). Total assets of the sector assets in March 2015 reached a value of EUR o 17.1 billion,
marking an annual growth of 23.1%. Kosovo Pension Savings Fund (KPSF) continued to mark a growth
in assets and have positive net return on investments in the first months of 2015. The assets under KPSF
management amounted EUR 1.17 billion as of March 2014, annual growth of 23.2%. While, gross return
on investments amounted at EUR 54.8 million until March 2015 compared to EUR 10.0 million until
March 2014. KSPF was also characterized by increased activity and performance during the first quarter
of 2015. In March 2015, the value of total assets of KSPF reached 6.1 million EUR os, marking an annual
growth of 10.6%. This growth is attributed to the return on investments, which until March 2015
amounted to EUR o 208.3 thousand.

The insurance sector is characterized with the lowest degree of foreign ownership (67.1% as of March
2015) and market concentration (35.0% as of march 2015) within the financial system. Total assets of the
insurance sector recorded an annual growth of 7.3%, reaching EUR o 141.9 million in March 2015. Within
total assets, non-life insurance assets reached EUR o 127.4 million, while life insurance reached EUR o
14.5 million. The value of gross written premiums in March 2015 reached EUR 21.4 million, an annual
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increase 16.0%. Out of total gross premiums, 97.0% of premiums consisted of non-life insurance, while
only 3.0% of premiums consisted of life insurance. Until March 2015, the insurance industry in Kosovo
paid EUR 8.2 million* in gross claims, an annual increase by 15.9%. As of March 2015 the insurance sector
of Kosovo managed to decrease the losses to EUR 0.2 million from the EUR 0.7 million in March 2014.

Microfinance sector remains mainly foreign owned with 92.3 percent of total assets being under foreign
ownership and has a market concentration ratio of 51.5% as of June 2015. Total assets of the sector in June
2015 reached the value of EUR 116.3 million recording an annual growth of 2.8 percent (0.2 in June 2014).
Total value of loans reached EUR 77.9 million in June 2015, which is an annual increase of 2.8 percent (2.0
percent in June 2014). The increase in total loans was as a result of increase of loans to enterprises while
loans to households marked a decline. Microfinance leasing activity marked an annual growth of 2.0
percent in June 2015, reaching EUR 23.0 million. Microfinance institutions until June 2015 made a profit of
EUR 1.2 million. The profit was a result of an increase in interest income while expenditures decreased
mainly as a result of reduction of provisions on loan losses.

2.2. Capacity to Cope with Market Forces within the Union
2.21. Human and Physical Capital

Human capital

Implementation of New Curriculum Framework and Core Curriculum is extended to 100 schools, at all
levels of pre-university education. Special attention was paid to the process of teachers’ professional
development. Two Administrative Instructions relating to the teaching staff are issued, such as:
Administrative Instruction on normative for teachers, and Administrative Instruction on Teachers’
Professional Development. Moreover, the Administrative Instruction on Establishment, functioning and
composition of the Council for Vocational Education Training and Adult Education is issued. The Agency
on Vocational Education and Training and Adult Education is established. The Council for Vocational
Education and Training and Adult Education is established with a three year mandate. This Council
provides a mechanism for coordinating implementation of vocational education and adult education
policies with institutional, social partners, and industry. The legal basis and administrative instructions
on functioning of the National Qualification Authority, recognition of prior learning and validation and
licensing of adult education providers is completed.

In the view of implementation of new curriculum, it took place the training of 2,450 teachers in the pilot
schools and their mentoring and monitoring. The training is provided by MEST and KPI for pre-primary
education, primary, 7 curriculum areas for lower secondary education and of upper secondary education
(gymnasia and vocational schools). Two occupational standards and two new curricula were developed
based on the labour market needs. Trainings were delivered to 70 teachers on methodology and didactics,
as well as on vocational didactics, moreover, training was delivered to 54 teachers on virtual firms.
Training was provided for 5 (five) multipliers (trainers trainer) for entreprenEUR ship in VET.

In relation to investments in Research and Development, during the period May-August, the following

activities were implemented:

e Scientific Conference “Week of Science “ on the date: 12-15 May 2015 (EUR 23.000 thousands
invested)

e A beneficiary with the scientific research published with impact factor in the medical field (monetary
value 1.180 EUR o (a call for application is opened until 20.09.2015. (for this destination, DST planned
100.000 EUR o). With the request of the SC of MEST for publication of the book “Lexicon of MA and
PhD graduates in the Albanian territories 1400-2000”, whereby the Minister of MEST approved the
request of the SC and the book will be published (approximately 6.000 EUR o)

e 23 mobilities were supported and EUR 11.900 thousands.

4 Excluding the claims paid by the Kosovo Insurance Bureau.
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Table 18: Statistics on all levels of education for year 2014-15

Education Level Male Female Total
Pre-primary in kindergarten (1-6 years) 2,790 2,580 5,370
Pre-primary (5-6 years) 10,739 10,136 20,875
Primary and Lower Secondary (Grades 1-9) 142,460 133,427 275,887
Upper Secondary 45,796 40,423 86,219
Univeristy/College 116,216
Of which:
in public sector® 83,067
In private sector 33,153
School dropout
Table 19: Number of students drooped school in primary and lower secondary by gender
Academic year School dropout Male Female
2014/15 528 (0.19%) 274 (51.9%) 254 (48.1%)
Table 20: Number of students drooped school in upper secondary education by gender
Academic year School dropout Male Female
2014/15 1445 (2.45%) 1120 (77.5%) 325 (22.5%)
Table 21: School dropout by ethnicity - academic year 2014-2015
Grade Albanian Turkish Bosnians Gorani Ashkali Roma Egyptian Total
M F T M|F| T M|F| T | M|F| T |M|F T |M| F T M|F| T M F T
Gr.1-9 145 | 128 273 0]0 0 0]0 0 10 16364 127 | 58|54 | 112 7| 8| 15 274 | 254 | 528
Gr. 10-
12 1096 | 316 | 1412 4|1 51157 22 0]0 0] 0] O 0| 3] O 31 2|1 3| 1120 | 325 | 1445

Based on Matura Exam results, MEST has published the data indicating that 17,500 or 53% of students
passed the matura exam, while 15,500, or 46.9% who did not pass will be given opportunity to re-take it
during August. Following the August exam re-take results will be published national matura exam pass

rate for academic year 2015-2016.

320 new candidates were included in the trainings in the field of Vocational Education and Training
(VET), according to the VTC data for May-July 2015, of which 98 females, 4 returnees and 4 people with
disabilities. Within this period, 686 persons were certified in VIC. Other activities in VET, are as follows:

The training phase of UNDP pilot project on entreprenEUR ship, organized in three VTC, Prishting,

Prizren dhe Gijilan is completed. VCT has certified the successful candidates, and in meantime, in
cooperation with the supporting project will be selected candidates with best business plan, who will
be awarded with grants supported by UNDP for establishment of those new businesses.

Based on the memorandum of understanding between MEST and HELP, where within this project

will be supported social-economic stability through strengthening of micro-business sector in
Kosovo, thus, this project will be implemented from May 2015 until December 2016 in the following
municipalities: Prishtina, Mitrovica, Ferizaj, Graqanica, North Mitrovica, Leposaviq, Vushtrri and
Gjilan. Through this project are planned to be awarded total of 430 grants, by offering equipment so

that the beneficiaries may be able to start or expand their existing businesses.
The training and certification of candidates within the Memorandum of Understanding concluded

between MLSW and Bosnian Community, represented by PM Duda Balja, is completed. The
beneficiaries of training were jobseekers (candidates) from Bosnian Community from rural areas of

5 Including 10,264 students of the University of North Mitrovica
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Dragash in hairdressing profession. Training is held in two locations, in Lubizhe 13 candidates, and
in Reqan 37 candidates.

e The Memorandum of Understanding with the Foundation Kosovo-Luxembourg is signed, aiming to
support vulnerable groups in the most remote municipalities of Ferizaj region, in order to include
them in the vocational education programs delivered in the VIC in Ferizaj.

e Project EYE for this year has also allocated means to support the VED in two following areas:
capacity building of trainers and development of curricula.

e The cooperation with Ministry of Justice is ongoing in relation to the trainings provided in the
correctional centres in Dubrava and Lipjan, respectively training on: monitoring from trainers and
coordinators for quality assurance; support and supply with relevant textbooks for occupations
developed in the training centres of the prisons; learning package; issue of certificates etc. The
cooperation with the correctional centre in the North Mitrovica is in ongoing in order to increase
training capacities and we shall continue supporting training of candidates in detention, similarly to
correctional centres in Dubrava and Lipjan.

e Agreement with Red Cross is completed. Within this Agreement, 30 jobseekers in VCT Prizren in the
following occupations: business administration, auto-electricity, household equipment service,
entreprenEUR ship, ICT and Hairdressing. After completion of the trainings, the trained candidates
were supported by Red Cross in setting-up their businesses.

¢ The agreement with DVV-international is concluded for provision of training for the candidates in
Has area in the tailoring courses. The project on functioning of workshop, recruitment of trainer,
allocation of curriculum in use of training, and professional support during training, is supported.
This Project is foreseen to be completed by the end of the year, following this period, tailoring
workshop equipments, as provided by the Agreement, shall be transferred in the ownership of VIC
Prizren.

Physical Capital

The trend of private investment has oscillated largely driven by external (EUR o zone crisis) and internal
factors. The change of prices for construction material had a significant impact in the movement of
private investments, since it is considered that the private investments are dominated by construction.
Private investments are estimated to grow in 2014 and 2015. See table below for details.

Table 22: Private and public investments (MTEF 2016-2018)

Year 2011 2012 2013 2014 Est. | 2015 Proj.
Private investments 1,003 837 942 1,074 1,151
Public investments 528 550 529 411 436

Note: Data for 2014 are an estimate, whereas for the purpose of projections the 96% execution rate is assumed for
capital expenditures

In the telecommunications sector, historically there is a low scale development of the landline
telephony in our country. Upon liberalization of this market, the entry of alternative operator (IPKO) was
enabled which constitutes a competition to the then monopoly operator PTK (ToK). Also, the Operator
Kujtesa have authorization to provide landline telephony services. However, the penetration in the
landline telephony did not mark any increase, but varies below penetration level of 5%. Penetration of
landline telephony, market share by penetration of operators is provided in the figure below:
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Figure 1: Penetration of landline telephony by years®

IPKO-2.33%

Percentage of income
Q PTK 97.63%
Q IPKO 2.33%

Figure 2: Share of landline telephony in Kosovo by income.

Such a low development trend of landline telephony is noticed also at the global level. Therefore, there is
no need for concern, because the main reasons for low penetration at the country level are ongoing
evolutions of other services substituting landline services, simultaneously offering added value to the
development of electronic communications.

The mobile telephony market in Kosovo has the largest penetration in comparison to all electronic
communications. According to recent reports published by RAEPC, the total number of mobile telephony
users in our country at the end of the first quarter of 2015 amounted to total of 1,676,287 users. Incomes
from mobile operators consist about 77% of all incomes from electronic communications market.
Currently, there are only two licensed operators for providing mobile telephony services, and coverage of
the population is nearly 100%. In the mobile telephony market are also two mobile virtual operators
(MVNOJ)7, which have entered into contracts with VALA and IPKO operators. Based on the last census
data, it shows that penetration of mobile telephony covers 92.33% of the territory, implying high rate of
population inclusion in these services. This increasing trend has continued in recent years. Penetration of
mobile telephony, market share between operators by income and by number of subscribers are
presented graphically in the following figures:

6Source: RAPEC, “Pasqyré e tregut té komunikimeve elektronike pér TM1 2015” (Overview of electronic communications market for
Q1/2015)

7 Mobile Virtual Network Operator
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Figure 3: Penetration of mobile telephone by years

Market share (in %) by income in Q1 2015
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Figure 4: Market of mobile telephony in Kosovo by income

Internet provision to the citizens of our country is relatively satisfactory. More than 50 operators
authorized by RAEPC provide this service in the entire territory of country, while 5 of them have access
to international communication nodes. Officially, penetration per household was around 65.15% or
10.66% per population, whereas the speed and quality are at the very high level. Practically, the
penetration is higher than the official statistics (over 70%).

Beside from the internet provision with fixed access, now is possible to use the internet via mobile access.
Mobile Broadband or broadband internet access through mobile network to mobile phone users in
Kosovo is enabled since December 2013 (the 3G technology) and now, in early 2015, also through latest
technology LTE or 4G. According to data reported by RAPEC, the number of active users accessing web
through this technology is constantly increasing, whereas this number during Q1 2015 turned to be
358.184 users, which marks an increase of 26.12% compared to Q4 2014. Penetration of mobile access in
internet through 3G and 4G network for the period Q1 2015 reached 19.74%.

Internet penetration per household, internet market share by users and by incomes is indicated in the
following figures:
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Figure 6: Penetration of internet by household and population by years

Market share (in %) by incomes per operator Q1 2015
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Figure 7: Market share (in %) by incomes per operator Q3 2014

Market share (in %) by users in Q1 2015
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Figure 8: Market share (in%) by users in Q1 2015

With regards to the road infrastructure, the construction of Prishtina-Hani i Elezit highway, started in
July 2014, is ongoing. The works are being conducted in the highway segment C1 of R6/R7-N2 highway
access. It is mainly being worked in opening of filling track, buffer, paving, works on objects and
dislocation of installations. So far, 15 km of route are opened divided in two lanes: Access R7/R6 -
connection with national road N2. Six culverts have been completed and three underpasses have been
built.
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Deployments of installations are being carried along highway track, including the network of Iber-Lepenc
Hydro-system, dislocation of KEK , KOSTT and Pristina Regional Water Company installations, where
initially are designed installation dislocation projects which afterwards were approved by the public
companies.

Rout 7 Morina - Prishtina-Merdare

After the release to circulation of segments 1-9 of the road Vermice Pristina - Besi, the Ministry of
Infrastructure in collaboration with the EBRD and EIB will carry out the Feasibility Study for Rout R7
segment Besi - Merdare (border with Serbia) and then to commence the construction of remaining
segment. Terms of Reference have been prepared and it is expected to start with the preparation of the
Study.

Contracted works from previous years on the expansion of National Road N9 until Gjurgjica have been
completed. During the reporting period, the works on three lots contracted in 2013 for the expansion of
the road N9-the segment Gjurgjica -Kijevo, total of 8.75 km and bridge in the location of Llozica
continued. During this report period 65% of this segment is completed.

Furthermore at the end of 2014 were signed contracts for two other lots for expansion of the Rout N9 road
from Peja towards Prishtina, L = 6.7 km. Works in this segment have not started yet since the existing
project is being reviewed. For remaining segment: Kijeva-Zahaq, the Terms of Reference have been
prepared in cooperation with WBIF (Western Balkan Investment Framework) and EBRD, Consulting
company has started with the completion of the Feasibility Study. In the reporting period, Consulting
Company has submitted the Inception Report of the feasibility study and is also working on an
environmental impact report for the segment Kijevo - Zahaq (30km) and the supplementing of the
implementing project will take place, as a precondition for commencing the implementation of the
project.

During the reporting period, the works from contracted lots in 2013 for further expansion of the Route N2
segment Millosheva - Vushtri in a length of 16.7 km, construction of bridge in Millosheva and
construction of the underpass in Stanovc village, continued. During this reporting period, 82% of this
Rout segment is completed.

In 2014, the Ministry of Infrastructure has contracted the project: Expansion of the regional road R102
Komoran - Skenderaj, the segment from Upper Klina - Morina which is contracted in seven lots in the
length of 13.1 km. During this reporting period, 50% of this project is completed.

Contracted Projects in 2015:

Until the end of the reporting period a total of 11 contracts have been agreed:
e 1 contract for national roads - 17.00 km.

e 2 contracts for regional roads - 21.50 km.

e 4 contracts for local roads - 23.80 km.

e 4 contracts for project development.

With regard to the energy sector, a contract has been signed with EC for implementation of the project
"Promotional Campaign for EE and RES”, whereby its implementation is already started pursuant to the
ToR, and the project on "Support Programme on Energy Audits in public service buildings”, has finalized all
procedures and now it’s in the implementation phase.

With regards to the developments in the gas sector: Research - Identification of consumption of natural gas in
industry and households, and the possibility of connection is on regional gas pipeline (TAP - IAP). ", the draft
project fiche is finalized pursuant to IPF model, a project that we have foreseen to apply at WBIF during
2016/2017.
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2.2.2. Sectorial and Enterprise Structure

According to the data provided by Kosovo Business Registration Agency (KBRA), 2,954 new businesses
were registered during the reporting period May - August 2015. As the following table below shows, 29%
of them were registered under the wholesale and retail trade and repair of motor vehicles and
motorcycles, followed by accommodation and food activities with 11% and manufacturing with around

10% of the new registered companies.

Tab 23: Sectorial structure of newly registered companies in the period May — August 2015.

No. of

Sector C . Percentage
ompanies
Agriculture, forestry and Fishing 240 8.12%
Mining and quarrying 16 0.54%
Manufacturing 290 9.82%
Electricity, gas, steam and air conditioning supply 8 0.27%
Water supply; sewerage, waste management and remediation activities 13 0.44%
Construction 223 7.55%
Wholesale and retail trade; repair of motor vehicles, motorcycles 863 29.21%
Transport and storage 147 4.98%
Accommodation and food activities 332 11.24%
Information and Communication 114 3.86%
Financing and Insurance Activities 24 0.81%
Real Estate Activities 19 0.64%
Professional, Scientific and Technical Activities 161 5.45%
Administrative and Support Service Activities 82 2.78%
Public Administration and Defence; Compulsory social security 10 0.34%
Education 32 1.08%
Human and Social Working Activities 67 2.27%
Arts, Entertainment and Recreation 96 3.25%
Other Service Activities 216 7.31%
Activities of Households as Employers; Undifferentiated goods-and 1 0.03°
. . o a4 . (o}
services producing activities of households for own use
Activities of exterritorial organisations and bodies 0 0.00%
Total 2,954 100%

Some 463 companies were closed during the reporting period May - August 2015. Similar to the opening
of new companies, the majority or 35% of the closed companies during the current reporting period are
from the wholesale and retail trade and repair of motor vehicles and motorcycles, followed by
accommodation and food activities for 11% and transport and storage with more than 10% of the closed

companies. For a detailed list of closed companies by sector, see Table below.
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Table 24: Sectorial structure of closed companies in the period May - August 2015.

Sector No. of Percentage
Companies
Agriculture, forestry and Fishing 35 7.56%
Mining and quarrying 1 0.22%
Manufacturing 25 5.40%
Electricity, gas, steam and air conditioning supply 2 0.43%
Water supply; sewerage, waste management and remediation activities 2 0.43%
Construction 44 9.50%
Wholesale and retail trade; repair of motor vehicles, motorcycles 165 35.64%
Transport and storage 49 10.58 %
Accommodation and food activities 53 11.45%
Information and Communication 7 1.51%
Financing and Insurance Activities 0 0.00%
Real Estate Activities 4 0.86%
Professional, Scientific and Technical Activities 10 2.16%
Administrative and Support Service Activities 12 2.59%
Public Administration and Defence; Compulsory social security 0 0.00%
Education 2 0.43%
Human and Social Working Activities 7 1.51%
Arts, Entertainment and Recreation 11 2.38%
Other Service Activities 34 7.34%
Activities of Households as Employers; Undifferentiated goods-and 0 0.00%
services producing activities of households for own use
Activities of exterritorial organizations and bodies 0 0.00%
Total 463 100.00%

In the implementation of the Strategy for fighting the Informal Economy, Money Laundering and
Terrorism Financing, the inter-institutional monitoring group has prepared its next quarterly monitoring
report. According to the latest monitoring report some 37% of the measures of the Action Plan have been
implemented. Some of the major activities implemented include:

Under Activity 2.4.4. of Action Plan for assesing the joint needs of public institutions, private entitites and
CSOs for prevention and detection of informal economy, the Trainings Division of the Kosovo Police has
held the trainings below:
e Basic training for financial investigations, where 15 people attended. The training was held
jointly with FIC, Customs, TAK, Central Bank, Agency for Confiscation of Assets etc,
e Advanced training on the interview techniques (20 officials participated), held by OSCE
e Training on the analysis of the economic crime, corruption and financial crime intellegence (6
officials trained), held by OSCE
e Training on the role of operational analysis and criminal intellegence on the fight against
corruption (6 officials trained),
e Seminar on financial crime investigations, confiscation of assets, investigation of tax fraud and
money laundering (6 officials), jointly held with OSCE, and
¢ A seminar on the Fraud (1 official) and semonar on investigating the public corruption (10 police
officials), by the American Embassy

Under Activity 2.4.5. of Action Plan for “Creating the standard procedures for recruitment, training and

certification of police officers and other experts to authorise conduct of financial analysis, the following
has been done:

45



e Al on Computer experts has been adopted,

e SOP for expert and computer analyticus have been adopted,

e Two (2) experts have been certified for computer and financial analysis and the court system has
been notified. The subject of the certification was the detection and investigation of complex
financial crime cases

e Al on Financial Experts has been adopted,

¢ Nine (9) experts have been certified and the courts have been notified about this.

On Inter-institutional cooperation, MoU’s have been signed between relevant institutions for access to
information and databases of respective agencies (FIU, Kosovo Prosecution, Police, Customs, Tax
Administration) to ease the process of detecting financial crimes. This aims to further strengthen the
cooperation and coordination of efforts. The following MoU’s were signed:
e Memorandum of Cooperation signed between FIU, Prosecution, Police, Customs and Tax
Administration,
¢ Memorandum of Understanding with Civil Registry Agency on the exchange of information and
increased cooperation with the aim of preventing money laundering and terrorism financing.

Reform and liberalization of network industries
There are no developments or changes to report.

2.2.3. State Influence on Competitiveness

After restructuring of Prishtina International Airport, the process has continued with Kosovo Railways,
the unbundling of distribution and supply from KEK, the separation of Post of Kosovo from PTK (Vala
and Telecom) and with the help of USAID has started restructuring of KEK through the dissolution of the
coal division, TC Kosovo A and TC Kosovo B. The process is in the very initial stage.

State Aid; the state aid scheme covers the railway, electricity, district heating, water and waste sectors.
This state aid is awarded through the support program for implementation of capital projects aiming to
improve public services towards citizens, and the second program: Subsidies on covering operational
costs for social cases (energy bills), minority communities ( Water in the North of Mitrovica) costs of
purchase of heating oil and covering costs of railway operating and free movement of trains.

MED ensured monitoring and oversight mechanisms on the use of respective state aid in line with the
Strategy on PE subsidizing policy 2015, signing with each beneficiary as Public Enterprise an Agreement
on Control and Monitoring, by which agreements is set the transfer mode of State aid, form and
reporting, auditing period, etc.

2.24. Economic Integration with the EU

Trade balance in goods

During the period January - June 2015, trade exchanges in goods amounted to EUR 1.360 million, which
results in an increase of EUR 78 million in comparison to the same period of the previous year. Goods
exported in this period amounted to EUR 161 million or 15% increase. In this period, Kosovo foreign
trade constituted 88% of imports and 12% exports, thus compared to the same period of the previous
year, overall trading volume ratio remains the same. Imports amounted to EUR 1,198 million with a
increase of nearly EUR 58 million, respectively 5% higher.
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Table 25: Kosovo Foreign Trade performance indicators

Indicator/Year 2008 2009 2010 2011 2012 | 2013 2014

Trade dependence index 54.0% 52.4% 57.2% 58.9% 56.6% 51.5% 52.2%
Export propensity index 5.0% 41% 6.9% 6.7% 5.6% 5.5% 5.9%
Export-import coverage index 10.3% 8.5% 13.7% 12.8% 11.0% | 12.0% 12.8%

Trade with EU countries
Kosovo Trade Exchanges with EU countries during the first half of this year amounted to EUR 556
million; therefore 41% of Kosovo trade exchanges, during this period, were with the EU countries.

However, in terms of exports for the first half of this year the bulk of the goods exported to these
countries amounted to EUR 56 million or 35% of total exports, but with a decrease of 1% compared in
comparison to the first half of 2014. However, it is noteworthy to mention that there is a big difference
with regards to goods export by destination or export markets within the EU countries. Thus, the bulk of
exports was oriented to Italy and Germany but now the situation is different. Belgium has appeared as a
very attractive partner for Kosovo exports during this period with increase of exports from EUR 340
thousand as it was in the first half of last year to EUR 13.4 million this year, a change of such exports is
also featured in exports with France.

Tab 26: Top 5 countries that Kosovo exported the most in first half of 2015

Country / Time | I-VI2014 I-VI2015 Difference 11%,
period EUR EUR EUR 2015/14
Italy 33,522,180 16,271,759 | -17,250,421 -51.5
Belgium 340,738 13,421,393 13,080,654 3,838.9
France 485,296 4,788,932 4,303,636 886.8
Germany 4,894,652 4,669,771 -224,882 -4.6
Austria 2,794,555 3,553,371 758,816 27.2

The export structure
The exports structure remains unchanged, dominated mainly by base metals and ferronickel which

covers over 50% of Kosovo total exports to EU countries.

Tab 27: The value of goods traded in% by country groups

Country | EXS/IMP | 2008 2009 2010 2011 2012 2013 2014 I-VI
groups /2015
EU Export 478% | 43.1% | 44.5% 43% | 38.4% | 394% | 30.2% 34.8%
Import 36.2% 39% | 38.3% 38% | 38.7% | 413% | 42.6% 41.8%
CEFTA Export 309% | 323% | 23.5% 26% | 36.8% | 364% | 39.2% 34.7%
Import 37.5% | 35.7% 37% 35% | 33.7% | 30.6% | 28.4% 30.4%
Other Export 21.3% | 252% 32% 31% | 24.8% | 241% | 30.6% 30.5%
Import 26.2% 25% | 24.5% 27% | 27.6% | 28.1% 29% 27.8%

Trade Balance in Services

In contrast to goods, trade in services in the period January - May 2015 (5 month period) amounted to
EUR 408.8 million with an increase of EUR 58.7 million or 16.7% compared to 2014. Based on the balance
of payments, the service export for this period was EUR 256.6 million, while imports were EUR 148.2
million. The sectors that resulted in most incomes from services export were: travel services with EUR
163.7 million; business services EUR 23.5 million; Computer services, information and
telecommunications with EUR 23.1 million; and government services with EUR 14.3 million.
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With the regards to the export/import amount as GDP percentage, statistics indicate that exports of
services constitutes 5.1%, while import of services for the period represents 2.9%.

Regarding the statistics with EU countries and CEFTA countries currently we have no available
information, since Statistics Agency and the Central Bank still does not have available such data.
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3. EUROPEAN STANDARDS
3.1. Internal Market
3.1.1. Free Movement of Goods

Standardization

As regards the adoption of new standards, for the reporting period a total of 501 standards have been
adopted as Kosovo standards and 120 are in public discussion (58 on the field of wood processing and 62
on agrifood technology. Details of adopted standards are elaborated in the table below.

Table 28: Statistics on standards adopted during May - August 2015

Fields No. of Standards Adopted
Environment 207
Electro technical 250
Toys, Sports equipments and Recreation 44
Total 501

On the administrative capacities, the following trainings have taken place:

Table 29: Trainings of administrative capacities

Type of Training Venue Date No. of Participants
Quality infrastructure (translation of standards) | Sofia, Bulgaria May 2015 1
Standards database - SMIS Sofia, Bulgaria June 2015
General Assemble of CEN/CENELEC Riga, Latvia June 2015 2

With regards to cooperation with other regional and beyond counterpart organizations, the Kosovo
Standardization Agency (KSA) on 5 June, 2015 has signed a Memorandum of Understanding with the
Austrian Standardization Institute (AST) in Riga, Latvia. The aim is to strengthen cooperation relations
among the two countries.

Accreditation and Conformity Assessment

As regards accreditation, during the reporting period, activities undertaken from the Kosovo Accreditation
Directorate (KAD), include accreditation, re-accreditation, and continued regular surveillance of
Conformity Assessment Bodies (CABs) including both testing laboratories and inspection bodies. In more
details, KAD:

e Accredited 2 inspection bodies and 2 testing laboratories;

e Re-accredited 2 testing laboratories;

¢ Conducted regular surveillance of 2 inspection bodies;

e Received applications for accreditation of 2 testing laboratories.

With regards to implementing existing legislation, an assessment has been carried out regarding
compliance of the national legal framework with EU legislation. Such assessment was made possible
through the EU funded project “Free Movement of Goods”.

On the administrative capacities, KAD is obliged to train its staff continuously according to requests from
standards SK EN ISO/IEC 17011 and regulations of European-Cooperation for Accreditation (EA),
International Laboratory Accreditation Cooperation (ILAC) and International Accreditation Forum (IAF).
Therefore, based on its annual program KAD organized trainings as listed in the table below.
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Table 30: Training sessions organized by KAD

Topic Venue Date No. of
Participants

Training on service quality management in accordance with | Prishtina, | 18-19 2
International Standards, knowledge of standards for quality | Kosovo May, 2015
management system ISO 9001: 2008 and versatility in the
application of standards for quality management, organized by
the Kosovo Institute for Public Administration

Training on Regulation CPR EC305/2011 and Accreditation of | Istanbul, | 25-28 2
CABs for building materials Turkey May, 2015

With regards to awareness rising for quality infrastructure, a round table with regional businesses was
organized in Pejé on 7 July, 2015.

Metrology

In terms of legislative developments, Administrative Instruction No. 02/2015 for the Period of Verification
of Legal Measuring Instruments, Method of Implementation and Re-calibration Periods for Etalons used
for Verification of Legal Measuring Instruments has been approved on 1 July, 2015. This UA sets periods
of verification and re-calibration for etalons and legal measuring instruments that have their first
verification and methods of implementation as well as the period of time for etalons used for verification
of legal measuring instruments.

On the administrative capacities, a number of trainings took place during the reporting period to increase
the competence of the Metrology Agency staff. View table below for the complete list of trainings:

Table 31: Training sessions attended by the Metrology Agency staff

Topic Venue Date No. of

Participants
Training on calibration of thermometry Prishtina | May 2015 3
Training on calibration of measuring instruments Prishtina | May 2015 3
Training on calibration of measuring instruments for humidity | Prishtina | June 2015 3
Review of management plan Prishtina | June 2015 6
Verification of blood pressure instruments Prishtina | June 2015 4
Calibration of oil reservoirs with volumetric method Prishtina | June 2015 5

In terms of awareness raising activities, Metrology Agency in cooperation with the EU project “Free
Movement of Goods”, in the occasion of the World Day of Metrology have organized a conference on the
role of metrology in the EU’s Stabilization and Association process - the research results on needs of
Metrology.

Market Surveillance

On implementing measures, market inspectorate for the reporting period has conducted the following

activities:

e 505 inspections of economic operators in the private sector in the field of general safety of products,
petroleum and its derivatives, precious metals, legal metrology etc.;

e 85 samples of oil products have been tested in accredited laboratories;

e 6 economic operators who deal with retail petroleum have been closed temporarily due to their
operation without a valid license;

e 44 decision-rulings have been issued, imposing fines on economic operators who have exercised in
violation with the laws in force.
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Regarding sized products, during the reporting period the following products have been seized:
e 171 DVDs;

e 213 CDs;

e 538 books of different authors;

e 108 pairs of sports shoes;

e 53 pairs of sports clothing;

e 939 pieces of logo with trademarks (MK, LV and PRADA).

Market Inspectorate has received and reviewed 34 consumer complaints, all of which were resolved in
favour of the consumer. Economic operators have filed eight complaints against decision rulings of
market inspectors and the same have been examined and decided according to the laws in force.

On the capacity building, the following trainings have been attended by market inspectorate staff.

Table 32: Training sessions attended by inspectorate staff

Topic Venue Date No. of
Participants
Market Surveillance Regional Network | Belgrade, Serbia | May 2015 2
Study visit for quality infrastructure Slovenia June 2015 2

Consumer Protection

There are no legislative developments in this reporting period.

The Consumer Protection Council met 3 times during the reporting period. The focus of such meetings
was about drafting of the Consumer Protection Program 2016-2020. The latter is expected to be up for
public discussion by end of September 2015. The program will be part of the strategy for development of
private sector and is expected to be finalized in November 2015.

In terms of capacity building, the following activities have taken place for the reporting period:
o  Three visits from foreign experts have taken place:
o First visit - Preparation of the strategy for consumer protection (25-29 May, 2015);
o Second visit - Drafting of the five year plan for awareness campaigns (15-19 June, 2015);
o Third visit - Assessment and comparison of the national legislation with that of the EU (6-10
July, 2015).
e Attended a working visit in Geneva, which aimed to finalize the draft resolution on consumer
protection by UNCTAD (8-10 July, 2015).

On the awareness raising activities, during May and June 2015, leaflets have been distributed to elementary
school students in Prishtina. At the same time, lectures were held with students to inform them about
their right as consumers.

Department for Consumer Protection during the reporting period received a total of 74 complaints, out of
which 31 have been solved in favour of the consumer, 21 lacked sufficient arguments, therefore had to be
rejected and the remaining 22 are under the review process. Complaints were made regarding mismatch
of prices, disregard of guarantees and products with expired dates.

Complaints addressed to the Division of Appeals of Financial Services Users within Central Bank of
Kosovo are presented in the table below.
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Table 33: Complaints to the Division of Appeals of Financial Services Users

Financial Institutions Total_ Solved in favour of clients | Rejected | Under review
Complaints
Bank, IMF, IFJB 68 15 48 5
Insurance Companies 66 26 37 3
Total 134 41 85 8

3.1.2. Movement of Persons, Services and the Right to Establishment

Regarding the Movement of Persons, based on the Article 76 of the Law on Foreigners No. 04/L-219,
pursuant to Article 17 of the Administrative Instruction No. 01/2014, on the Procedure for the Issuance of
Residence Permit for Foreigners and Certificate of Labour Alert, Work Certificate for Foreigners of
duration of 30 days, 60 days and 90 days within the calendar year have been issued. Therefore, based on
the legislation in question, MLSW during the reporting period has issued 88 «certificates for
Announcement at Work.

As regards Movement of Services, regular meetings of groups and sub-groups for trade policy took place
during the reporting period. On 22 May 2015 the fifth sub-working group on Industry took place which
was attended by representatives of the Government of Kosovo, a large number of businesses in the
industry sector, business associations and donors. During the meeting, businesses were informed about
the changes occurring in the fiscal policy, requests addressed to the Ministry of Finances on exemption of
raw materials from custom, and on the VAT and excise issue. Business representatives were informed
about recent CEFTA developments with regard to trade facilitation and future activities. On 16 June, 2015
the fifth meeting of the sub-working group for Trade Facilitation took place. Among other things, recent
developments regarding trade facilitation at the national level and CEFTA were discussed.

Moreover, the first meeting of the Subcommittee on Trade in Services was held in Chisinau on 1 July
2015. Representatives from all CEFTA members were present including representatives from the OECD
and RCC.

With regards to the fourth round of negotiations, the meeting took place on 29-30 June, 2015 in Chisinau.
The focus of this negotiation session was placed on finalizing the text of the horizontal commitments,
exchanging positions on tourism, recreational, environmental and cultural services and aligning positions
on business and professional services. Montenegro reserved its position regarding Annex 1 on presence
of natural persons. CEFTA parties agreed to send officially a request to Montenegro to consider
accommodating their domestic laws with Annex 1 and if not possible to achieve this at this point of time
then to commit for transitional period of 2 years as of entry into force of the Additional Protocol. All
parties agreed that the recognition of professional qualifications is very important for achieving
substantial liberalization of trade in services, in particular in professional services and that this issue was
further discussed within the Joint Working Group on Recognition of Professional Qualifications on 9 July,
2015 in Sarajevo, Bosnia and Herzegovina.

On the right of establishment, the only development to report for this period is the adoption of
Administrative Instruction No. 03/2015 on Determination of Fees for Services provided by the Business
Registration Agency, which has been approved on 21 July, 2015. The latter sets out the fees which shall be
applied for Business Organizations for services provided by the Kosovo Business Registration Agency.

3.1.3. Free Movement of Capital

On the legislative framework, a number of developments can be reported as regards the CBK legal and
regulatory framework:
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e Regulation on Registration, Supervision and Activities of Non-Bank Financial Institutions (NBFI) has
been approved by CBK Board on May 28, 2015. The purpose of this Regulation is to determine the
conditions, requirements, procedures and time limits to be adhered by the interested applicants for
registration of non-bank financial institutions. The latter determines the requirements for NBFI
activities and surveillance as well as capital requirements depending on the type of financial activities
that they operate with.

e Regulation on Determination of Premium’s Structure for Compulsory Motor Liability Insurance
entered into force on 24 June, 2015.

e Adoption of Regulation on Defining the Conditions and Criteria for Withdrawal of Funds from
Kosovo Pension Savings Trust Participants with Permanent Emigration on June 23, 2015.

e In May 2015, complementary amendments were done to the CBK Regulation regarding the Deposit
of Assets as a guarantee, Capital Adequacy, Financial Reporting, Risk Management, Investments and
Liquidation. The main change deals with allowing insurance companies to invest in capital funds of
charter capital and variables in securities issued by the Government of the Republic of Kosovo.

¢ Regarding the legal framework for financial services consumers’ protection, the new Regulation on
Internal Procedures for Handling Complaints which was approved by the CBK Board on September
2014 has passed the implementation phase and financial institutions have adopted the new
requirements on handling the financial services consumer complaints.

Based on the best practices of the European Union countries and in order to further enhance the banking
supervision function of the Central Bank of the Republic of Kosovo, the Risk Based Supervision Manual is
prepared. The manual applies new approach for risk based supervision of banks. The manual focuses on
the risks to which banks are exposed by allocating human resources and time to those particular risks.
The manual contains also the evaluation system which is based on the risk matrix with a supervisory
CAMELS rating system. The risk matrix of a particular risk covers: the inherent risk, quality of risk
management, the overall level of risk and direction of risk. As a part of the examination procedures the
manual specifies clearly pre-examination and examination activities. The Risk Based Supervision Manual
is tested in two systemic and two smaller banks and is shown to be very useful. To this end, according to
the internal procedures, the manual is submitted to the CBK Executive Board of the CBK for
review/adoption.

The number of CBK staff increased to 202, from which 57 work for Financial Supervision Sector.
3.1.4. Customs and Taxation

Customs

In the area of customs, the activity associated with the merger of specialized teams of Kosovo Customs
(KC) and the Tax Administration of Kosovo (TAK), on 22 July, 2015 the Government of Kosovo has taken
a decision on joining the KC and TAK. The Working Group is going to be established by the decision of
the Minister of Finance, which will further proceed with the planned steps as set in the initial document.

As regards combating illegal activities and implementation of KC objectives, Kosovo Customs during

July has completed the following activities:

e 7 operations/control inside the market in Kosovo were organized together with AKQ, Kosovo Police
and other sectors in Kosovo Customs;

e 11 activities were organized on the border green line of Kosovo (Border Police, EULEX and KFOR).

During the reporting period, a total of 11 cases of smuggling of goods were discovered, including
prohibited goods such as 2 Gas Guns, marijuana, 1,620 litres of petroleum, 11 vehicles demolished, 792 kg
of textile, auto-parts, 2.5 tons of bulk tobacco, 142 pairs of Nike clothings, and other items in small
amounts.
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With the aim of increasing cooperation between law enforcement agencies, Kosovo Customs has
continued joint activities with the Kosovo Police, also developed some operations inside the market in
Kosovo. Also, some activities were organized together with EULEX, KFOR and Border Police, mainly on
the green line of Kosovo border. During August 2015 KC started joint patrols between Kosovo Customs
Enforcement units and Anti-smuggling units of the Montenegrin Customs. Patrols were conducted in the
neutral zone as well as at the border.

In the area of capacity building, there were no internal training activities. Training in the field of
evaluation and classification of goods which are offered by the American Chamber of Commerce is
expected to take place in September 2015.

Regarding the organizational structure on 15 July, 2015 Kosovo Customs has fully completed the
organizational structure for management positions.

Taxation

As regards the legislative developments the Law on Corporate Income Tax (CIT), was approved on 22 of
July, 2015 by the Assembly of Kosovo, also the Law on Personal Income Tax (PIT) was approved on 22
July, 2015 by the Assembly of Kosovo, once those laws are promulgated by the President, they will be
published in the Official Gazette of Kosovo.

The number of active taxpayers was 74,477 taxpayers by the end of July 2015. The share of direct
revenues collected was 50% out of total revenues. During the reporting period EUR 11,395,021.00 are
collected from debt.

In order to raise awareness of taxpayers during July 2015, the following services were offered to
taxpayers:

e Seminars/trainings for taxpayers;

e Presentations to stakeholders;

e Notices to taxpayers;

¢ Informing taxpayers/citizens through media pronouncements and interviews;

e Manual and other informative materials, such as leaflets, brochures, etc;

e Answers physically, electronically, through the website, etc;

e Cooperation with the business community;

e Meetings with business owners or representatives of businesses.

The number of services offered by the Service and Education Taxpayer are such as: 34 answers in
physical form, 855 answers in electronic form, 39 responses to EDI, 326 answers through the website of
TAK, 6 notices to taxpayers, 37 meetings with owners of businesses or representatives of businesses,
67,788 general services offered and 8 pronouncements and media interviews.

In order to prevent tax evasion, during the reporting period 117 activities were developed by Tax
Investigation and Intelligent Unit (TIIU). During July 2015, 9 cases were detected by TIIU and
information on these cases was provided to the Financial Intelligence Unit and Kosovo Police. A total of
33 pieces of intelligence information have been exchanged by TIIU.

Regarding the replacement of the current system SIGTAS with a new IT system, TAK has sent the budget
requests to the budget review process where the demand is also attached to the project in recording the
value of the new IT system. Furthermore, a meeting was held with the head of the EU office in Kosovo,
representatives from Ministry of European Integration, Ministry of Finance and Tax Administration.
During the meeting the head of EU office in Prishtina has given a commitment that the EU office will
support a new IT project. In addition, during the month of July bilateral meetings were held with other
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donors in order to ensure the rest of the funds. The implementation of the project can commence once the
necessary funds are allocated, which are expected to be co-financed by Office of the EU and Kosovo. If
funds are provided in 2016, then the chances for starting the implementation are eventually Q3 or Q4
2016. While the time period required for full implementation is 2 years. The new IT system will be crucial
in the process of modernization of TAK which is a strategic goal.

On capacity development, a total of 20 training sessions were held. Trainings were mainly in areas such
as international tax legislation, information technology and public procurement. There were 145
participants that attended these trainings. During the reporting period, three officers attended 5 days of
study visit to Austria, the theme of the visit was "tax investigation and intelligence", sponsored by the
TAIEX, also 1 officer attended 3 days conference in Vienna on the topic "transfer prices" which was
sponsored by World Bank. Also in collaboration with GIZ TAK has developed 4 workshops where they
discussed and reviewed feedback of projects that have the assistance of GIZ.

3.1.5. Competition

The Kosovo Competition Authority was unable to take any decision or other related activity to the
implementation of competition policy as of April 2015 has no members on its Board.

During this reporting period the Competition Authority has been engaged more in the representation of

court cases, in case material preparation and defend these case in Courts. Through this period, 9 sessions

were held in the Basic Court- Department of Administrative Issues in Pristina and 4 sessions of

complaints were also initiated in this Court by the KCA. Basic Court for Administrative Issues has so far

issued two decisions in favour of Kosovo Competition Authority (one for the one insurance companies

and the other for the cash registers) the same has provided the clause of validity and are in process of

execution, and now there are 10(ten) cases left in the court. As regards, the Court representation KCA has

carried out the following activities:

¢ KCA has imposed (12) administrative measures in the amount of EUR 1,200,000, were each company
has been imposed administrative sanctions in the amount of EUR 100,000

e KCA has imposed sanctions to the 10(ten) insurance companies and for 2(two) companies for cash
registers

e KCA complaint for additional completion of documentation for the 4 insurance companies:
1.”lllyria”; 2.”Elsig,; 3”.”Dardania”; 4.”KS Insig “

Kosovo Competition Authority has collaborated with various institutions such as Tax Administration of

Kosovo, Kosovo Pension Trust, and Kosovo Agency for Forensics for the collection and processing of

data. The following activities include opinions and different report for relevant institutions and

organizations:

¢ Request of the NGO “ Fol Movement” directed to KCA to provide and answer on access to official
documents;

e Request from e legal company to answer on activities, guidelines, legislation and methodology that
KCA uses on cases that deal with.

Besides the two companies mentioned above, the basic court for administrative issues has rejected 10
other decisions brought by Kosovo Competition Authority. In this regard, KCA has made an appeal to
the Court of Appeal in Pristina and the case will be back to the Basic Court for Review.

KCA for the companies’ listed below is in procedure of identification for persons that have signed the
prohibited agreement again