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1 CHIEF OF PARTY REPORT 

Highlights for the quarter include:  

Local Government PEFA Self-Assessments. This reporting period focused on commencing 
the implementation of a workable solution for the sustainability of the local government PEFA 
program as well as enhancing the implementation of individual municipality PFM reform action 
plans. To contribute to the sustainability of the PEFA program the Ministry of Finance’s (MoF) 
Municipal Budget Department (MBD) has agreed to take on the GFSI role of facilitating PEFA 
assessments and training the self-assessment teams. To commence building the MBD’s 
capacity to perform this role GFSI will provide training to three staff and involve them on the 
next PEFA assessment which is expected to be for the Municipality of Fushe Kosova.  

Municipal MTEFs. During this reporting period a review was conducted on six M-MTEF 2013 -
2015 (Gjilan, Vushtrri, Novoberda, Gracanica, Peja and Istog) and a workshop was held to 
implement improvements to the process for preparing the MTEFs and the content of the 
documents. The technical assistance provided to the selected municipalities resulted in 
enhanced M-MTEFs that now include information on policy objectives and complete lists of mid-
term capital projects making the budget process more transparent and accountable. A new 
chapter was included in the MoF’s M-MTEF preparation document covering the specification of 
performance indicators against municipal priorities. 

Municipal PPPs.  The Project continued to provide advisory support to nine PPP projects in 
urban transport, solid waste management and city car parking in six municipalities with the 
Suhareka Waste Collection and Sorting Project expected to come to a successful close in next 
quarter. In liaison with the MoF’s PPP Department and the Ministry of Infrastructure (MoI) the 
Route 7 Motorway Service Area (MSA) Concession feasibility study was completed and draft 
RfQ and contract documentation developed. A Solid Waste Management PPP Toolkit was 
developed to support municipalities PPPs in this sector. 

PPP Institutional Capacity Development. The GFSI team finalized the PPP training 
curriculum and conducted a series of ‘Train the Trainer’ (ToT) workshops to bring the PPP 
Department up to a high level of competence in PPP knowledge and training techniques. The 
effectiveness of the ToT program was demonstrated through a highly successful two day 
workshop involving representatives from the Ministry of Trade and Industry (MTI), MoI and the 
Kosovo Institute for Public Administration (KIPA). The future agreed training model will involve 
KIPA providing training venues and facilitation support with the main training content being 
delivered by the PPP Department.  

Government of Kosovo’s 2013 Budget. The GFSI team provided significant assistance to the 
Minister, Budget Department (BD) and the Economic Public Policy Department (EPPD) in 
preparing the 2013 Budget. This included participation in the Budget hearings, revising the 
macro and fiscal projections and holding discussions with all stakeholders, in particular with the 
IMF.  The GFSI team also collaborated with DFID advisers in compiling a costing manual for 
Budget Organizations (BO) to be used in costing new policy initiatives and conducted a rapid 
central government PFM assessment based on PEFA methodology that showed indicative 
improvements across most indicators.   

Economic Policy.  During this quarter the GFSI team worked with EPPD to build a debt 
sustainability model and provided a significant contribution to the MoF in designing a framework 
for adopting a fiscal rule to anchor the future sustainability of the Budget. Assistance was also 
provided to the MoF in implementing all performance criteria and structural reforms, as per the 
Stand-By Arrangement with IMF.  
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Brezovica Resort Development.  Activities during the reporting period focused on support for 
MTI’s engagement of a Transaction Advisor and development of a draft communications 
strategy. GFSI instituted regular progress briefings for the Chairperson of the ISC and the office 
of the Mayor of Strpce Municipality, who serves as a key member of the ISC. GFSI also 
assisted with organizing and presenting at a meeting of the ISC on August 29, 2012, to approve 
the Terms of Reference for the Transaction Advisor. 

Donor Coordination, During the reporting period, all GFSI activities were well coordinated with 
other involved donors and partners. On municipal PPP’s, GFSI continued to coordinate activities 
with the USAID funded projects BEEP, SEAD and DEMI and European Commission and 
European Commission Liaison Office. On the fiscal stewardship, donor cooperation and 
coordination efforts were focused on coordinating activities with DEMI, BEEP, DFID/REPIM and 
Swiss LOGOS for International Cooperation on municipal related public financial management 
(PFM) reforms and property tax activities and United States Treasury, ESTAK, SIDA, DFID, 
World Bank, EU and IMF on Central level activates covering issues related to debt 
management, IMF Program, Public Expenditure Reforms (PER). In the Economic Policy area, 
extensive donor cooperation was centered on EDVAP and NCED activities, including 
cooperation and coordination of activities with BEEP and DFID. In response to the GFSI mid-
term ex te rna l  performance evaluation significant attention was given to identifying 
opportunities for greater collaboration with DEMI across the municipal PPP and PFM 
components of GFSI. 

2 CROSS-CUTTING THEMES 

Gender and Youth Affairs. A gender assessment was conducted as part of the preparation of 
the Brezovica Ski Resort Communication Strategy. The gender assessment identified 
opportunities for increasing the potential return on investment for the developer through 
activities and facilities that would increase the number of visits to the resort by woman. The 
assessment also importantly identified issues related to concerns on the safety of young women 
and measures that the developer would need to consider implementing to address these 
concerns. 

3 ADMINISTRATION 

External Evaluation. A mid-term ex te rna l  performance evaluation of the GFSI Project was 
conducted during the quarter to provide USAID/Kosovo with an objective assessment of 
GFSI’s performance. The evaluation findings confirmed that: GFSI had produced tangible 
results across all three components; central institutions have been strengthened; GFSI has 
made timely adjustments to deploy resources consistent with project needs and has 
maintained costs at a reasonable level; and coordination generally is effective, The evaluation 
recommended that: there should be greater attention to gender issues in the design of PPPs, 
the municipal MTEF and economic development policies; legislation and processes for 
assessing public debt considerations of new PPPs should be reviewed in Year 3 of GFSI; and 
additional attention should be given to sustainability of key GFSI methodologies such as PPP, 
MTBF, and PEFA. The findings and recommendations were taken into account in finalizing the 
GFSI Year 3 Work Plan. 

Accommodation. In response to a lack of office space in the new building occupied by the MoF 
PPP Department and the expected deployment of short term advisers to support the municipal 
PPP transactions in Year 3 the second level of the Project Office was converted from short term 
stay accommodation to offices. 
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4 REPORTS AGAINST RESULT AREAS 

4.1 OBJECTIVE 1  

Support private sector participation through Public-Private-Partnerships and through support to 
the Privatization Agency of Kosovo 

A – Public-Private-Partnerships: Strengthen the ability and capacity of central and local 
institutions to identify, develop and implement Public-Private-Partnership (PPP) projects 
as an important private sector funding mechanism for meeting Kosovo’s public 
infrastructure investment priorities. 

PROGRESS/SUCCESS AGAINST THE WORK PLAN 

The Public-Private-Partnership component team continued to make progress against the work 
plan during the reporting period: 

Training.  The GFSI Team together with the PPP Department has finalized a training curriculum 
based on three levels of PPP training (introductory, intermediate and advanced). Over the last 
quarter a series of ‘Train the Trainer’ (ToT) workshops were carried out by the GFSI team to 
bring the PPP Department up to a high level of competence in PPP knowledge and training 
techniques. Linked with the completed PPP Guidelines the trainers have successfully developed 
comprehensive ‘introductory’ training modules and delivered them ‘live’ during a two day 
workshop for the Brezovica team, MTI, MoI and KIPA staff. 

The GFSI and PPP Department training team developed a training plan up to June 2013 
focusing primarily on delivering the ‘introductory’ training to target municipal and line ministry 
officials. In the future, the Kosovo Institute of Public Administration (KIPA) will provide training 
venues and facilitation support with the main training content delivered by the PPP Department 
and GFSI training team. Training workshops are scheduled to begin in November 2012.  A 
program for environmental training based on the ‘Environmental Guidelines for PPP Projects’ 
completed last year is being developed for delivery to Municipalities in November 2012. 

Transaction Support. Through the September quarter, the GFSI Team provided support to 
several municipalities and ministries in developing their PPP projects. 

• Route 7 Motorway Service Area (MSA) Concession - Carried out the feasibility study on 
the MSA Concession with the Ministry of Infrastructure (MoI) Roads Department and 
prepared draft RfQ and contract documentation. In liaison with the PPP Department and the 
MoI work continues on the technical output specifications and service standards and it is 
planned that all documentation will be completed in November 2012 for submission to the 
PPP Committee for approval. 

• Suhareka Waste Collection and Sorting Project – The Municipality delayed the issue of 
the RfP until the introduction of the new Solid Waste Law. The RfP was subsequently issued 
in September and two bids have been received. It is expected to award the contract after the 
evaluation of the bids in November 2012. 

• Gjilan Urban Transport – In coordination with DEMI, who have conducted a number of 
studies on mobility in the Municipality, the GFSI Team is evaluating the feasibility of an 
urban bus concession along the lines of the successful Peja bus project. The concession 
would cover 5/6 routes within the town. 

• Pristina Urban Transport Project - The Mayor of Pristina asked GFSI assistance to 
support the further development of this project in August 2012. To date however the 
Municipality has yet to nominate any members of a PPP Project Management Unit (PMI) or 
provide requested data and information so the project is on hold. 
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• Ferizaj Parking and Urban Transport – At the request of the PPP Department, the GFSI 
Team met Municipal officials and agreed to carry out initial pre-feasibility reviews of planned 
center car parking developments and urban bus concession. To date however the 
Municipality has yet to provide basic data for such a review and the project is on hold. 

• Route 7 Fibre Optic Network Concession – The GFSI Team together with the MoI has 
conducted initial research into this proposed PPP and the sourcing of short term Technical 
Assistance to develop this project. It is planned to carry out a feasibility study in the next 
quarter. 

• Other Solid Waste Management (SWM) Transactions – During the quarter, the PPP 
Team  completed the feasibility of a SWM PPP in Mitrovica and a pre-feasibility of a SWM 
PPP in Peja. The high cost of investment required to resolve Peja’s acute landfill needs 
makes a ‘stand alone’ PPP unattractive. Options including co-financing with a donor or 
government are however being explored. Although a SWM PPP for Mitrovica is feasible the 
Municipality is still unsure about the role of the existing POE and a decision to move to the 
next stage (the preparation of tender documentation) is awaited. 

To support the development of PPPs in the sector, capacity build and take advantage of the 
new solid waste law, the GFSI Team has developed a Solid Waste Management PPP 
Toolkit. The toolkit introduces the PPP concept, pros and cons, the process for development 
in Kosovo and its applicability to the sector including case studies. It is planned to be issued 
to Municipal officials at a SWM PPP Workshop in the next quarter. 

ISSUES/OBSTACLES 

Two areas are currently creating difficulties for the Team in progressing transactions. The first 
involves the lack of data and information from the contracting authorities on a timely basis 
relating to the project being supported. This delays the projects and ties up resources which 
could be better deployed elsewhere. 

The second area involves continued reluctance, particularly in the solid waste sector, to accept 
a move to service delivery by the private sector where there is an existing publicly owned 
enterprise (POE) involved. Although the new solid waste law is supportive of municipal PPP 
projects in the waste sector, the political realities suggest a change in approach will take time.  

The situation reported previously regarding the lack of clarity regarding the issuance of 
Environmental permits and policy still stands and will adversely influence PPP development. 

COORDINATION 

GFSI coordinated activities with the European Commission and European Commission Liaison 
Office, and the following USAID funded projects BEEP, SEAD and DEMI. GFSI are working with 
DEMI on the provision of PPP training within their Service Delivery workshops for Municipalities. 

4.2 OBJECTIVE 2  

A – Fiscal Stewardship: Build professionalism and expertise in sound public financial 
management in municipalities so that they become institutions capable of autonomously 
and efficiently stimulating local economic development while providing a high standard 
of public services.  

PROGRESS/SUCCESS AGAINST THE WORK PLAN 

The Municipal PFM component continued to make progress against the work plan during the 
quarter in Local PEFA Self-Assessments, PFM Reform Action Plans, and Municipal MTEF. 
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Local Municipal PEFA Self-Assessments. Preparatory work on future sustainability of PEFA 
assessments and trainings to municipalities through the engagement of the Municipal Budget 
Department (MBD) staff marked the first quarter of GFSI year three. Given the change in focus 
GFSI and USAID agreed to reduce the original target of assisted municipalities to conduct 
PEFA self-assessment, to one additional municipality, instead of 5, during year three of the 
project. This will bring the total number of sub-national conducted PEFAs to 12. Municipality of 
Fushe Kosova has been chosen as the next municipality to conduct a PEFA self-assessment 
that will commence in November 2012. All materials for a forthcoming PEFA three-day technical 
training (an updated PEFA manual and technical guidance), for Fushe Kosova appointed PEFA 
team members; were developed.    

Additionally, during this reporting period an extensive amount of training materials (updated 
study cases to practice PEFA assessment, a number of presentations) were prepared for a one-
day workshop for the remaining 26 municipalities. The workshop will provide an overview on the 
benefits and limitations of the PEFA framework.  
 
Local Government Reform Action Plan. During this reporting period PFM Reform Action 
Plans were developed in consultation with all 11 municipalities that participated in the PEFA 
self-assessment program. Nine of the action plans were approved by respective Mayors and are 
being implemented.  

Municipal MTEF. During this reporting period a review was conducted on six M-MTEF 2013-
2015 (Gjilan, Vushtrri, Novoberda, Gracanica, Peja and Istog). The technical assistance 
provided in the form of material and advisory services helped municipalities in applying best 
mid-term planning practices. Importantly for some municipalities GFSI assistance helped in 
completing for the first time a proper M-MTEF document instead of just a set of financial tables. 
The enhanced M-MTEFs included a clear list of their mid-term capital projects making this 
process more transparent and introducing accountability towards their citizens. For 
municipalities receiving GFSI assistance a new consultative approach was introduced involving 
all the departments (not just the Finance and Budget Department) participating in the process. A 
new chapter was included in the M-MTEF preparation document covering the specification of 
performance indicators against municipal priorities. 

ISSUES/OBSTACLES 

The Gjakova Mayor has not yet approved the PFM reform action plan nor provided any 
comments on areas of concern. A joint meeting involving USAID, GFSI and the Mayor has been 
suggested to resolve this matter. 

Ferizaj Municipality has been discussing the draft plan however the approval is pending until 
after a new local government is established after forthcoming elections. Therefore potential 
delays are foreseen in the implementation of recommendations provided.   

COORDINATION 

During this reporting period GFSI team coordinated its activities with other donors working on 
similar areas such as EU/Twinning project for Stronger Municipalities at MLGA and DFID project 
on Social Services which concluded its work during this reporting period.  

BEEP and DEMI coordination continued, especially with the latter in terms of supporting the 
mid-term and annual budget and a public campaign after GFSI finished the work with six hands-
on municipalities in preparing their M-MTEFs.  The GFSI team delivered a presentation on 
improving municipal mid-term budget planning and property tax administration to BEEP’s 
municipal coordinator staff.       
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B - Assist the Office of the Auditor General (OAG) so that their ability to review and 
assess the fiscal operations of the municipalities is strengthened and made more timely 
and effective. 

PROGRESS/SUCCESS AGAINST THE WORK PLAN 

During the second quarter, OAG completed their audit on municipality financial statements for 
year 2011. Audit reports were issued at the end of June 2012. Of the 37 municipalities, the 2011 
financial statements resulted with 16 unqualified opinions, 18 qualified opinions and 3 
disclaimers of opinion. The 3 municipalities with disclaimer of opinion were Serb municipalities 
of Northern Kosovo. Due to the political developments, northern municipalities did not submit 
any financial statements for year 2011, though GFSI Advisors attempted to establish contact in 
order to request the submission of financial statements. Only one municipality responded, 
however the Finance Officers were not able to obtain cooperation from municipality 
management with regard to financial statements.  

It was the first time that two municipalities received Unqualified Opinions with no emphasis of 
matter. Other positive progress was that there were no adverse opinions or disclaimers of 
opinion for all the other municipalities that received unqualified opinions. 

An action plan was prepared in September with regard to GFSI assistance to Treasury and 
Municipalities on financial statements for 2012. The key actions include: visits to municipalities 
which received qualified opinions to assist them with the preparation of action plans for 
addressing audit recommendation; concluding a workshop for municipalities, Treasury, the 
Office of Auditor General (OAG) and other related parties on the outcomes of the 2011 financial 
statement and preparations for the 2012 financial statement. In addition, GFSI Advisors will 
assist the Treasury to deliver training on financial statements for municipalities after the end of 
fiscal year 2012. The plan was fully supported by Treasury management.  

ISSUES/OBSTACLES 

There were no issues or obstacles in this area during the quarter. 

COORDINATION 

No coordination to report for the quarter. 

C – Assist the MOF to develop and implement an action plan to enable data sharing 
among the various legacy IT systems in the ministry  

PROGRESS AGAINST THE WORK PLAN 

Upon recommendation and assistance from the GFSI IT Advisor, MoF IT Department (ITD) is in 
the process of identifying and reviewing a few open source ITIL compliant ticketing systems. 
The goal is to enable the IT Operations and Infrastructure Division to better streamline support 
requests, improve its overall services and also identify any possible service bottlenecks. The 
plan is to have the system up and running with IT Staff initially trained by the end of the year 
followed by a step by step manual delivered to all MoF end users beginning of next year. 
Preparations were also made for the deployment of an international adviser next quarter to work 
with the ITD Director to develop a information communication and technology (ICT) strategy  

ISSUES/OBSTACLES 

Delays in the award of the server room tender has prevented the relocation of IT infrastructure 
to a secure and well vented environment. To support the tender process the GFSI IT Adviser 
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supported the ITD to clarify some technical questions that came as a request for clarification 
during the bidding process.  

COORDINATION 

No coordination to report for the quarter. 

D – Assist the MOF to assess remaining priority capacity building needs in the Ministry's 
Budget and Treasury functions and design and conduct training programs to address 
those needs ties.  

PROGRESS/SUCCESS AGAINST THE WORK PLAN 

Preparation of Budget 2013. Assistance was provided to the Minister, the BD and the EPPD in 
preparing the 2013 Budget. This included participation in the Budget hearings, revising the 
macro and fiscal projections and holding discussions with all stakeholders, in particular with the 
IMF.  
 
In projecting the 2013 revenue targets, discussions were focused on the 2012 performance and 
the impact on 2013 baseline. It was acknowledged that tax revenues were slightly behind the 
plan, as a result of the poor performance during the first quarter of the year, mainly due to the 
unusually severe weather in January and February.  Although during the last months the 
performance is better, it is expected that by the end of the year, total revenues will be slightly 
below projections. The expected shortfall in revenues will be compensated from one off 
financing from the Privatization Agency of Kosovo and higher than expected budget grant from 
the World Bank.  
 
On the expenditure side, the BO ceilings across economic categories have almost been agreed, 
with the knowledge that these ceilings may change, depending on how municipalities allocate 
their Own Source Revenues (OSR), due to the additional flexibility given to them in 2012.  
 
Kosovo Financial Management Information System (KFMIS) Training. GFSI continued to 
support the Treasury to provide training on KFMIS. The GFSI trainer works in accordance with 
the Treasury training schedule, which is compiled on basis of requests for training submitted to 
Treasury by budget organizations. During the quarter 79 officials were trained on the following 
modules - Commitments, Purchase Orders, Revenues, Assets, PIFC, Receiving Goods, 
Expenditures and Approval of Expenditures.  

Other Activities. GFSI collaborated with DFID advisers in compiling a costing manual for 
budget organizations to be used in the process of budget submissions, in order to provide 
costing data for new initiatives. A number of line ministry staff received training on the costing 
manual, including Budget Department analysts. 

GFSI team collected necessary data to conduct a rapid central government PFM assessment 
based on PEFA methodology to determine the indicative improvements in scores for the next 
PEFA assessment. The next central government PEFA assessment is planned to commence in 
February 2013.     

ISSUES/OBSTACLES 

There were no issues or obstacles in this area during the quarter. 
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COORDINATION 

GFSI provided administrative support and participated in the MOF’s Strategic and Budget Policy 
Coordination Workshop that was attended by DFID, WB and IMF advisers. An initial 
coordination meeting was also held with the Budget Director and the WB Line Ministry PFM 
Project. 

E – Assist the MOF to ensure that the Ministry's property tax department and supporting 
systems remain robust and capable of meeting the own-source revenue needs of 
municipalities.  

PROGRESS/SUCCESS AGAINST THE WORK PLAN 

From January to September 2012 the amount of property tax collected was €10.454m. This 
represents a 2% reduction to the amount collected during the same period in 2011. The 
Municipality with the largest decrease was Gjilani which recorded a 23% reduction in collected 
property tax. During the last quarter the GFSI team assisted the PTD with the following 
initiatives to improve property administration, enhance taxpayer services and increase collection 
rates.  

Property Tax Instructions. The GFSI team prepared two instructions for the MoF’s Property 
Tax Department (PTD) on how to use simulation tool for calculation of assessments and how to 
separate debts by period before and after privatization of former Socially Owned Enterprises 
(SOE) between the Privatization Agency of Kosovo (PAK) and new taxpayers (owners). The 
second instruction enables Municipalities to better manage the data of former SOEs that have 
been privatized through advice on how to calculate and separate debts and payments (taxes, 
penalties and interest) in the Property Tax System (PTS) by periods before and after 
privatization. This instruction addresses a major problem faced by new owners who were 
receiving invoices that contained old SOE debt. In order to implement the instruction practical 
training will be provided to the Municipalities.      

Property Tax on Land.  The GFSI team in cooperation with SIDA assisted the MoF to prepare 
a concept paper for taxing land in Kosovo. The concept paper proposes extending the current 
property taxation in Kosovo to include also land. This will radically increase the tax base and 
consequently the municipalities own source revenues from property tax. The objectives of this 
extension to the current property tax on dwellings to include land is to introduce better 
incentives for the productive use of land and improve the business climate by providing 
municipalities financial means to reduce and abolish other fees and taxes that have an adverse 
impact on business growth. Based on initial estimates the impact from introducing property tax 
on land could be up to € 20 million in increased municipal revenues from 2015. 

PTS User Training. Training during the period covered the following areas: the new process for 
registration of properties; application of the new survey form; roles and responsibilities of the 
operator in registration of properties; and new PTS functions for importing and deleting survey 
data. The training was attended by all 34 municipalities that use the PTS for property taxes.  
Additional training was provided to the Municipality of Prishtina on producing and issuing 
certificates of payment.  

PTS Developments. A new version of the PTS was introduced during the quarter that supports 
the new process of registering properties in the field with the GPS devices. In addition resurvey 
data was transferred to the PTS for 16 municipalities covering photography, coordinates and 
property condition to assist with identifying unregistered properties. The new version also 
includes additional data input requirements to enable building extensions to be captured.   
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To support the future sustainability of the maintenance and upgrades to the PTS, GFSI 
coordinated efforts with SIDA counterparts to fund training for five MoF IT Infrastructure staff at 
American University of Kosovo (AUK) on Linux. After the completion of this basic training a 
tailored on the job training program on current Linux infrastructure will be provided by the GFSI 
IT Advisor to the PTS IT staff.  

Enforced Collection. GFSI in cooperation with SIDA assisted the PTD property tax department 
to conduct an analysis of the database to identify taxpayers with high debts and to assist 
municipalities to distribute payment notices and issue receipts.  

Taxpayer Information. GFSI in cooperation with SIDA assisted the PTD to: update and refresh 
the PTS website; define the requirements for a TV campaign; design billboards; and to prepare 
and translate a publication on the Property Tax Law including writing the Glossary.  The 
publicity campaign will be conducted from December 19-28, 2012.    

ISSUES/OBSTACLES 

Since the announcement to increase the property tax rate in 2013 from 0.05% to 0.15% some 
municipalities have reduced property values. A review needs to be conducted to ensure the 
lower property values are based on legitimate valuation methods and not capricious changes to 
compensate some taxpayers for the increase in the tax rate.    

Problems remain with obtaining data on land parcels from the Kosovo Cadastral Agency (KCA). 
The KCA is refusing to provide data to the MoF without payment of a fee for service. Under the 
Administrative Instruction that contains the fee structure for information of property the cost of 
the data required by the MoF is estimated to be over €10m. A process to amend the 
Administrative Instruction to except the MoF and other government agencies from paying fees 
to the KCA is underway.   

COORDINATION 

In addition to the cooperation with SIDA the GFSI team delivered a presentation on property tax 
administration to BEEP’s municipal coordinator staff.   

4.3 OBJECTIVE 3  

Economic Policy Assistance – Development and implementation of an action-oriented 
Government strategy for profitable private sector growth and the attraction of foreign 
direct investment through technical assistance provided to the relevant counterpart 
institutions and closely coordinated with other USG-funded development initiatives. 

PROGRESS/SUCCESS AGAINST THE WORK PLAN 

Fiscal rule: With the Kosovo’s Stand-by arrangement with IMF, it was agreed that the 
authorities will adopt a legally binding fiscal rule that would provide guidance to policy makers 
and the public on prudent spending and debt levels to achieve sustainable public finances. The 
Minister and the MoF, in particular after the Eurozone crises, consider the adoption of a fiscal 
rule as key to future sustainability of a budget capable of absorbing most economic shocks and 
supporting long-term growth and development.  
 
GFSI advisors worked intensively with the MoF and the Minister to discuss and negotiate 
possible options for adopting the rule with the IMF. In general, it has been agreed that the Fiscal 
rule should be composed of two main components: a ceiling on the outstanding debt to GDP of 
40% and a mechanism that controls the speed of reaching the maximum debt limit, which is the 
overall deficit to GDP ratio. It has also been agreed that on top of the (yet to be agreed) overall 
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deficit rate that there will be a full carryover of budgetary under and over performance to future 
budgets, including proceeds from privatization, that can be used for specific capital projects.  
 
As noted above the only key issue which has not yet been agreed is the level of yearly overall 
budget deficit and it is expected that this will be resolved during the IMF Mission visit in October. 
GFSI advisors are constantly working on this so that the MoF is well prepared for the final 
discussions in October. It has been agreed that the framework of this fiscal rule will be 
incorporated into the Law on Public Financial Management and Accountability (LPFMA) during 
the first quarter of 2013. 
 
Kosovo’s Debt Sustainability: GFSI advisors built a comprehensive model for analyzing the 
debt sustainability for Kosovo. A baseline scenario that shows the level of outstanding debt for 
the next 20-30 years has been produced. In addition, alternative scenarios have been prepared 
to show the sensitivity to different assumptions. While building the model and conducting the 
analysis, all relevant units within the MoF and in particular the Economic Public Policy 
Department (EPPD) and Debt Unit of the Treasury were constantly involved. The model will be 
handed over to Head of the EPPD and several staff economist trained to use and maintain it. 
 
Preparation of this Debt Sustainability Analysis has two main roles: First, to show to the Ministry 
and Government what level of future debt is sustainable and what is the level of deficit that 
leads to that sustainable debt, and second to use this analysis for discussions and negotiations 
with the IMF mission during October, in particular when deciding on the level of the overall 
budget deficit. A short presentation of the output of this analysis has already been shared with 
the IMF team.  
 
Implementation of the IMF Stand-by arrangement (SBA). As noted in the GFSI Year 2 
Annual Report the IMF Executive Board approved in April 2012 a 20 month program with 
Kosovo, known as a Stand-by Arrangement. The key objective of this program is to continue on 
the path to fiscal sustainability that was embarked on in 2011 and anchor fiscal policy in the 
long-term, complemented by structural fiscal reforms and steps to further strengthen the 
financial system’s stress resilience.  During this reporting period, an IMF staff mission visited 
Kosovo in September to see the progress towards achieving benchmark performance criteria 
and to have preliminary discussions on the 2012 Budget. During this visit, GFSI team assisted 
the Minister and the MoF being prepared for discussions and negotiations with IMF. The 
Mission’s report concluded that the SBA supported program is broadly on-track.  
 
As a result of the progress made toward implementing all the performance criteria and structural 
benchmarks, in July 2012, IMF disbursed the second tranche of the SBA amounting to around 
48 million euros. This money is transferred to a special reserves fund at the central bank (CBK), 
enabling the CBK to provide Emergency Liquidity Assistance to the banking sector if needed. 
 
Regarding the 2013 Budget, good progress was made on revenue forecasts and expenditure 
targets. Final discussions will be held during the October IMF Mission visit.  
 
National Council for Economic Development (NCED). During this quarter, two meetings of 
the NCED were held, with the participation of all relevant Ministries as well as the Kosovo 
business associations. GFSI advisors have assisted the secretariat in organizing these 
meetings as well as preparing the materials for specific policy issues.   
 
Issues discussed, including the progress made on reforming the system of licenses and permits; 
inspection; the fiscal package; sector strategies, such as Mining and Agriculture sectors, court 
system and access to finance, etc. It is clear that through operation of this Council that the 



Quarterly Report 

Kosovo | Growth and Fiscal Stability Initiative 11 

policy dialogue is improving and this is important for more inclusive decisions on economic 
policy reforms. 
 
Fiscal Package. During this quarter specific comments were provided to the MoF on the draft 
law on Goods exempted from Customs Duties and Goods with Zero Tariff of the Customs Duty. 
Several changes to the draft law were suggested in order to increase the competitiveness of the 
domestic producers. GFSI advisors suggested and recommended to the Customs/MoF that 
PART B and PART C of the draft law should be merged into one part, since the draft law 
provides a discretionary power to the customs authorities in deciding whether some goods 
qualify as customs duty free or not. VAT law has also been analyzed, specifically VAT 
exemptions on the agriculture goods and specific recommendations have been provided to the 
MoF on future elimination of these VAT exemptions in order to eliminate tax advantages for the 
foreign companies in relation to domestic producers.  
 
Other support. During this quarter other assistance provided included advice to the EPPD on 
improving the macroeconomic model and revising the macro-fiscal projections to reflect the 
most recent data and trends from the economy of Kosovo and regional economies.   
 
GFSI team has also assisted the MoF in discussions and negotiations with Government of the 
Federal Republic of Germany for the 2012 Development Cooperation program. Through these 
negotiations some 28 million euros, mostly grants, were committed from the Government of 
Germany to support a number of important projects in the area of energy, water and education.  
 
ISSUES/OBSTACLES 
During the discussions on fiscal rule, agreeing on the level of overall deficit with IMF remains 
the most difficult issue. GFSI team will work with the EPPD to run a number of alternative 
scenarios through the Debt Sustainability Model to present a case the IMF to negotiate a higher 
overall deficit rate during the October IMF mission.  

COORDINATION  

Close coordination with the USAID BEEP and ESTAK projects and International Monetary 
Fund. 

4.4 TASK ORDER MODIFICATION # 1  

A - Support the Municipality of Strpce and the Ministry of Finance in investigating 
transaction options for the Brezovica Ski Resort or other high-priority tourist 
infrastructure.  

PROGRESS/SUCCESS AGAINST THE WORK PLAN 

The GoK via Government Decision on October 10, 2011, established an Inter-ministerial 
Steering Committee (ISC), chaired by the Deputy Prime Minister / Minister of Trade and 
Industry, to develop and implement the Brezovica project. The GFSI team has assisted the ISC 
in a strategic advisory capacity by supporting a Project Implementation Unit (PIU), housed in the 
Ministry of Trade and Industry (MTI), to coordinate and plan the activities of the ISC. The GoK’s 
principal objective is to attract private investment for development of the Brezovica Ski Resort 
area.  

Activities during the reporting period focused on support for MTI’s engagement of a Transaction 
Advisor for the transaction and development of a draft communications strategy to facilitate the 
transaction. GFSI instituted regular progress and planning briefings for the Chairperson of the 
ISC and the office of the Mayor of Strpce Municipality, who serves as a key member of the ISC. 
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GFSI also organized and conducted a meeting of the ISC on August 29, 2012, to approve the 
Terms of Reference for the Transaction Advisor. 

Brezovica Work Plan – Preparing the Transaction. The GFSI team developed a Terms of 
Reference (TOR) for engagement of a Transaction Advisor to assist in the due-diligence, 
transaction structure and design, and in conducting the tender. At an ISC meeting on August 29, 
2012, GFSI presented the draft TOR, discussed its purpose and scope, and various options for 
qualifications and technical/financial proposal selection criteria. After discussion the ISC 
approved TOR, and on September 6, 2012, MTI opened an international tender to solicit bids. 
Working closely with the MTI’s procurement office, GFSI assisted in securing publication of the 
tender in The Economist and Financial Times periodicals and in managing requests for 
clarification from potential bidders. The due date for tender proposals is November 6, 2012.  

Brezovica Work Plan – Develop and Implement Communications Strategy. GFSI engaged 
a Communications Advisor to assist the PIU in developing a Communications Strategy to 
facilitate the transaction. GFSI conducted public research through focus groups and individual 
meetings in Pristina, Prizren, Strpce and Brezovica to identify issue areas and develop 
recommendations to include in the Communications Strategy. GFSI has substantially completed 
the Communications Strategy, and it is pending discussion with the Chairperson of the ISC. 
GFSI also finalized a website for the project during the reporting period. 

At the request of the Chairperson of the ISC, GFSI worked with the Investment Promotion 
Agency of Kosovo (IPAK) to prepare materials on Brezovica for investment conferences held 
abroad in September and October, 2012, including a brochure and banner for the project. The 
Head of the PIU also attended and addressed questions about Brezovica at investor meetings 
conducted by the MTI in Sheffield and London, UK.  

ISSUES/OBSTACLES 

Reports in previous periods had raised potential uncertainty about the Municipality of Strpce’s 
role in moving the transaction process forward. GFSI has since increased its engagement with 
the Municipality, undertaking regular, weekly briefings with Municipal personnel to discuss 
progress and plans on the transaction. GFSI is confident that Municipality strongly supports 
proceeding with the transaction. 
 
Additionally, previous reports have raised the issue of spatial plan development being 
undertaken by the Ministry of Environment and Spatial Planning in the Sharr Mountain National 
Park area, which could result in zoning that restricts development on some possible resort 
expansion areas. In resolution of this issue, GFSI has raised the issue with the ISC, and the 
Minister of Environment and Spatial Planning, who is also a member of the ISC, provided an 
assurance that once the transaction area is defined, the Ministry will undertake measures to 
resolve spatial plan issues that may arise. 
 
Various legal/regulatory issues identified in GFSI’s Legal Framework Assessment remain 
outstanding, however these issues will be explored and addressed by the Transaction Advisor 
as part of its legal due diligence and recommendations on transaction structure. 
 
During the reporting period, the Chairperson of the ISC has been reluctant for the PIU to meet 
and coordinate with the Privatization Agency of Kosovo (PAK) on the basis that no permanent 
leadership has been appointed to PAK. In particular, the PIU has been instructed not to meet 
with PAK. As PAK is responsible for managing the socially-owned enterprise INEX, which 
operates the current ski resort area, GFSI believes that PAK is a stakeholder in the transaction 
and, as such, should be periodically consulted and briefed. At the time of writing this report, 
GFSI learned that INEX has not undertaken activities ordinarily expected to be taken in 
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preparation for the upcoming ski season – activities such as preparatory maintenance of the lift 
equipment and connecting the resort area to electricity. This creates a risk that the resort area 
may be unable to operate for all or part of the upcoming winter season. GFSI will raise this issue 
with the Chairperson at her first availability and suggest a status briefing with PAK.  

COORDINATION  

The GFSI team met periodically with representatives of USAID BEEP on reforms in construction 
permitting and spatial planning. GFSI has also met with USAID DEMI to coordinate and discuss 
DEMI’s support activities in Strpce, particularly DEMI’s support for a Brezovica Tourism Bureau, 
and DEMI’s work in revising legislation regulating use and allocation of municipal property. 
These meetings will continue periodically as needed going forward. Early in the next reporting 
period, GFSI plans to meet with representatives of USAID’s NOA and YEP initiatives to identify 
areas of mutual opportunity and coordination. 

B - ROUTE 6 MOTORWAY  

To support to the GoK in identifying financing and transaction options for the 
construction and/or operation, maintenance and tolling of new motorway infrastructure 
and in procuring and managing transaction advisors through a Project Management Unit 
(PMU) within the Ministry of Infrastructure (MoI).   
 
PROGRESS/SUCCESS AGAINST THE WORK PLAN 

GFSI team worked with MOI in the preparation of the RFQ and FRP for a transaction advisor for 
the R7 operations and maintenance (O&M) concession. At the end of August it was decided to 
discontinue support for the O&M concession given the developments with the Route 6 
procurement and the hesitance of the MOI to cooperate fully with GFSI advisers. Work on 
current activities was transferred to the MoF’s PPP Department and the MOI.  
 
For Route 6 to be procured under traditional public procurement, the MoF has agreed with IMF 
that contracting will not be initiated before World Bank has assessed the economic viability of 
the project. In September it was agreed as a result of decisions between the Minister and 
USAID that GFSI support a GoK Working Group to update previous economic studies on R6 
based on new traffic flows and economic benefits. 

 
ISSUES/OBSTACLES  

The GoK’s timeline for commencing construction of R6 in 2013 will put pressure on the available 
time to complete the updated economic assessment.  The GFSI lead adviser is conducting a 
rapid assessment of the key variables to identify which economic costs and benefits provide the 
greatest impact on the economic internal rate of return (EIRR) to determine where effort should 
be concentrated and additional STTAs deployed. 

COORDINATION  

IMF, World Bank and the MOF are to coordinate the process for conducting the economic 
assessment for motorway route 6.  
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5 PROBLEMS, ISSUES AND PROPOSED ACTIONS/SOLUTIONS  

Objective Problem/Issue Migration Plan Status 

Central Government 
and Municipal 
Government PPP 
reform 

 

 

 

 

 

Municipal vs. central 
government 
responsibilities are 
clearly set forth by law, 
however mistrust and 
misunderstanding 
continues to exist 

 

 

 

The new PPP Committee 
should facilitate the 
implementation of the 
new laws and directives 
routinely and in line with 
applicable time lines   

PPP Department/GFSI 
Team clarifies process 
and roles on engagement 
with contracting 
authorities. 

Recent experience 
suggests improved 
situation. Guideline 
issuance should further 
improve understanding. 

Promote PPP 
Development in all 
public service areas 

 

Line Ministries and 
Municipalities reluctant 
to introduce private 
sector participation 
where current services 
are provided by POEs. 

Increased promotion of 
the benefits of PPPs as a 
service delivery solution 
and value for money 
comparisons with POE 
delivery. 

The issue of the PPP 
guidelines combined 
with the training 
program should 
increase awareness of 
PPPs. The solid waste 
management toolkit 
should assist in 
highlighting the current 
inefficiencies in the 
POE system. 

Brezovica Ski Resort 
Development 

Ensuring continued 
support of Municipality 
in transaction 

Enhanced engagement 
with Municipality through 
regular weekly progress 
and status briefings 

Municipality strongly 
supports transaction 

Brezovica Ski Resort 
Development 

Revision to Spatial Plan 
for Sharr Mountain 
National Park may 
restrict certain desirable 
areas from inclusion in 
the transaction 

Discussion with Minister 
of Environment and 
Spatial Planning 

Minister of Environment 
and Spatial Planning 
has undertaken to 
adjust zoning under the 
Spatial Plan to 
correspond with project  
area needs once these 
needs are concretely 
established 

Brezovica Ski Resort 
Development 

Legal / regulatory issues 
identified by PIU in 
Legal Framework 
Assessment 

Issues to be addressed 
by Transaction Advisor Pending engagement of 

Transaction Advisor 

Brezovica Ski Resort 
Development  

INEX not preparing 
resort area and 
equipment for upcoming 
ski season 

Advise ISC Chairperson 
of need to meet and 
coordinate with PAK 

Pending 
communication with 
ISC Chairperson 

Adopt a Fiscal rule Agreeing on the level of 
deficit 

Debt Sustainability 
Analysis 

Close to be resolved 
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6 MAJOR UPCOMING ACTIVITIES  

Objective Upcoming Activity Counterpart(s) Planned Dates 

Suhareka SWM project Concession Contract 
award 

MoF, Suhareka 
Municipality 

2nd Qtr (November 
2012) 

Route 7 Motorway 
Service Areas 
Concession 

Completion of Tender 
documentation & 
submission to PPP-C 
for approval 

PPP-C, PPP Dept. & 
MoI 

2nd Qtr (November 
2012) 

Issue & Distribution of  
PPP Guidelines  

Completion of design & 
printing 

 Posting on PPP 
Department website and 
distribution of 
Guidelines 

PPP Department, line 
ministries, POEs, 
municipalities and 
private sector 
(investors, operators 
and transaction 
advisors) 

2nd Qtr (November 
2012) 

PPP Training Program  Delivery of ‘Introductory’ 
PPP Training & 
development of 
‘Intermediate’ module 

PPP Department, line 
ministries, POEs, 
municipalities and 
where possible, based 
on space, private sector 
(investors, operators 
and transaction 
advisors) 

2nd Quarter (November 
& December) 

Gjilan Urban Transport Feasibility study & 
preparation of tender 
documentation. 

PPP-C approval  

PPP-C and Gjilan 
Municipality 

2nd quarter end 

Municipal Government 
PPP Transactions 

Re-tendering of three 
Pristina underground 
parking concessions.  

Pristina Municipality Target completion 
Sept/Oct 2012 

Solid Waste 
Management PPP 
Toolkit 

Deliver completed 
toolkit at Municipal 
workshop 

Municipalities, Donors & 
other stakeholders 

2nd Qtr (November 
2012) 

Environmental 
Guidelines for PPPs 
Training workshops 

Deliver 6 regional 
training workshops to 
Municipalities 

PPP Dept., 
Municipalities, MoESP 

November/December 
2012 

PEFA Program Workshop: Introduction 
to PEFA framework and 
its application  

26 municipality CFOs + 
Municipal Budget 
Department staff of MF 

Nov 14, 2012  

PEFA Program Roll out of PEFA self-
assessment program  to 
Fushe Kosova 
Municipality: Three-day 
technical workshop on 

4 team members from 
Municipality of Fushe 
Kosova  

Nov, 2012   
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how to conduct PEFA 
assessment   

Brezovica Ski Resort 
Development 

Bid Opening for 
Transaction Advisor 
Tender 

MTI and ISC November 6, 2012 

Brezovica Ski Resort 
Development 

Training of tender 
evaluation committee 
members on source-
selection criteria 

MTI and ISC November 11, 2012 

Brezovica Ski Resort 
Development 

Kick-off meeting with 
selected Transaction 
Advisor 

MTI End-November, 2012 

Adopting the budget 
2013 

Discussions and 
agreement with IMF 

Ministry of Finance and 
other Government 
Institutions 

End October 

Adopting the Fiscal rule Discussions and 
agreement with IMF 

Ministry of Finance  October-December 

Fiscal package Finalize the draft report 
on fiscal package 

Ministry of Finance and 
its agencies 

December 

Support to the National 
Council for Economic 
Development 

Regular monthly 
meetings 

Deputy Prime Minister 
for Economic 
Development/Ministry of 
Trade; Ministry of 
Finance 

Ongoing 
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7 FINANCIAL DATA  

 

 

 

Current Invoice 
8001765936

Fixed Daily Rate - Labor $3,262,592.00 $2,019,073.13 $35,573.13 $272,699.00 $2,327,345.26 $935,246.74

TCN - Labor $3,409,097.00 $2,431,089.57 $94,374.50 $304,872.00 $2,830,336.07 $578,760.93

CCN - Labor $2,564,071.00 $2,030,778.12 $115,578.51 $394,493.00 $2,540,849.63 $23,221.37

Other Direct Costs $3,551,385.00 $2,325,927.70 $86,801.83 $288,180.00 $2,700,909.53 $850,475.47

Retainage $0.00 -$50,000.00 $0.00 $0.00 -$50,000.00 $50,000.00

G&A $709,119.00 $488,983.50 $17,733.61 $58,875.00 $565,592.11 $143,526.89

Total $13,496,264.00 $9,245,852.02 $350,061.58 $1,319,119.00 $10,915,032.60 $2,581,231.40

**Accrual amounts include estimates for period from 09/23/12 through 
12/31/12

Remaining Budget to 
Complete

Budget Cost Elements Budgeted Amounts Disbursed Amount Accrual Amount
Expended Amount 

(Disbursed + Current 
Inv + Accrual)


