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CHIEF OF PARTY REPORT 

I am pleased to submit the March 2010 quarterly report.  A highlight in the 
quarter, following the success of the Treasury municipality decentralization 
initiative, has been the inclusion of a further nine Public Health Institutions, 
fourteen Ministries and four Agencies are now independently executing 
expenditures through the on-line decentralized system.  Training is also ongoing 
with an emphasis to ensure that the new Financial Officers from the 
Municipalities of Graçanica, Ranillug and Kllokot are fully trained and certified by 
the latter part of April 2010. 
 
A public ceremony was held in the Hotel Pristina to present the MFE/SCAAK 
Public Financial Management Certification Program Award certificates to forty- 
one successful candidates from Ministries who had passed the examinations.  
The Minister of Economy and Finance, Mission Director of USAID and Director of 
SCAAK spoke and presented certificates to successful candidates. 
 
The 2011 budget process commences during the March 2010 quarter, as well as 
preparations for a full scale visit of the IMF for the purposes of designing a formal 
Program to be effective in June 2010.   Within the Budget, for the first time the 
comprehensive set of multi-year forward estimates developed in 2010 will be 
used as the baseline for 2011 Budget preparations.  In Intergovernmental, a 
comprehensive review of the Grants Commission was conducted and results 
discussed with the Director and department, who have endorsed the 
recommendations. 
 
In the POE department, the first POE Sector Annual Report is under 
development. This Report will represent the first comprehensive report on the 
POE sector and will demonstrate a genuine attempt to achieve transparency.  A 
Guide to Being a Director of a Publicly Owned Enterprise and a Model POE 
Code of Ethics and Corporate Governance was approved by the Minister and will 
be distributed in April. 
 
In Property Tax, the system reached a major milestone with the automated 
preparation of data for the printing of first quarter property tax bills.  This 
development reflects the new system functionality implemented during the 
period. 
 
Within Tax Administration (TAK) significant progress has been made in the IT 
activities, with the fundamentals of enterprise operations now on par with those 
of mature organizations.  Recent EC/IMF discussions have confirmed that TAK 
IT is operating at a grade/caliber in excess of regional administrations, such as 
Slovenia.  Advisors also assisted in establishing the TAK Office of Modernization 
and Strategic Planning, which will be responsible for ensuring the completion a 
various modernization projects, such as SIGTAS upgrade, Fiscal Cash Register 
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implementation, EU IT project, E-Filing, etc.  The Director of the office has been 
appointed, assuming his duties in early March.  
 
The remaining three courses of the legal training program (on Contracts, 
Secured Transactions and the Law of Expropriation) reached the final stage of 
development in the first quarter and will be delivered to judges and judge 
candidates (at the KJI) and practicing lawyers (at the KCA) in April and May.  
This completes our legal training task order obligations. 
 
A world class pre-bid conference for the Pristina Airport Concession was held 
during the quarter and after two rounds of bidder questions on the RFP, the final 
transaction documents for the Pristina International Airport reflect an optimal 
balance of rights and responsibilities.  Final tenders are due on April 28, 2010. 
 
In addition to establishing best practice for other major projects, as the first PPP 
in Kosovo’s history, the Pristina International Airport transaction evidences an 
impressive leverage effect for USAID assistance.  With a contribution of less than 
€1 million in direct advisory services, USAID has facilitated €100 million in new 
priority infrastructure investments in Kosovo and enabled some estimated €400 
million in additional revenues for the Government of Kosovo over the life of the 
Contract.  Likewise, the successful completion of this project should serve to 
generate additional investor confidence in Kosovo, thereby facilitating 
investments in other sectors. 
 
In energy, our team continued to be the catalyst to put in place the underpinnings 
for a successful (KEDS) Distribution and Supply transaction.  During the quarter, 
the team led a legal and regulatory framework review in concert with PA 
Consulting and Hunton & Williams among other stakeholders and interested 
parties; the development of the Market Model through a dedicated Working 
Group; and, the creation of a working group to draft a package of proposals to 
improve the legal framework for billings and collections at KEK distribution and 
supply. 
 
Finally, in Mining we supported the Ministries strategic and policy team in 
understanding the issues and complications surrounding the Trepça 
reorganization.  The government has formed an inter-ministerial team with the 
main goal of revitalizing the Trepça assets.  The draft strategy of the MEM has 
adopted much of our policy advice.  Key progress over the quarter also has been 
the continued development of the mining law to international best practice.    
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CROSS-CUTTING THEMES 
 
Anti-Corruption – The Guide to Being a Director of a POE and the Model POE 
Code of Ethics and Corporate Governance was approved in the quarter and 
training has already commenced with the POE’s on corporate governance and 
ethics considerations. Continued advice provided to Airport Ministerial Committee 
on structure and operation of Airport Concession to limit opportunity for 
corruption.   
Human Capacity Development – The Minister of Economy and Finance 
recruited two additional macro economists in the quarter utilizing the Brain Fund 
initiative, which is starting to be implemented in the Ministry as originally 
designed.  PPP Unit staff continues to receive extensive capacity building 
support from the Project. 
Gender – A project re-assessment is to be scheduled for May.  
Administrative – Additional short term advisors in Energy assisted in the 
financial analysis of KEDS transaction, legal and professional communications 
issues. 

TEAM REPORTS 

Objective 1: Strengthen the ability of three economic institutions, MFE, 
TAK, and CBAK 
Objective 1.1: Strengthen the Capacity of the Ministry of Finance 

1.1.1 ECONOMIC 

Progress / Successes against the Work Plan 
 
Kosovo to date has weathered the economic crisis well. Even so, real economic 
growth of 4.5 to 5.0 per cent per annum, although high in comparison to growth 
rates in Europe, is not enough to generate the resources needed to address the 
serious issues of high unemployment, very low growth of employment, 
widespread poverty and poor infrastructure.   
 
At the macroeconomic level, the most important event has been a three week 
Mission by the IMF, to explore the basis for a possible IMF program for Kosovo. 
Such a program would serve as a trigger for the release of substantial budget 
support. Given the absence of either monetary or exchange rate policy in 
Kosovo, the formal basis for a program must be rather different from the more 
conventional reasons or approach. The Mission therefore, concentrated on the 
issue of fiscal stability for the shorter term, with sustainability being the objective 
over the longer term.  
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Given limited revenue resources and scope for borrowing, the general approach 
is to encourage the Government of Kosovo to commit to firm decisions on its 
spending priorities. The Economic Policy Adviser, therefore, focused on providing 
support and assisting the Minister of Finance and the Deputy Minister in their 
deliberations with the IMF Mission team. The major immediate preoccupation 
and one which will dominate the new Budget, has been to develop a fiscal 
framework that can accommodate a significant expenditure decision, namely a 
large scale highway that will link virtually the whole of Kosovo with Albania in the 
south and Croatia/Serbia to the north. This has become a Government ‘flagship’ 
project and will place a considerable strain upon limited fiscal space. A credible 
fiscal stance within an IMF Program will provide the necessary donor budget 
support. 
 
The IMF Mission team intends to return to Kosovo early April in order to analyze 
the situation further and to make a set of recommendations that could form the 
basis of a program including benchmark performance criteria with a timescale for 
implementation. 
 
The Adviser also concentrated on providing support via the Macroeconomic 
Policy team that has been set up under EMSG and is now transferred to the 
Ministry. It will be important for the future for the Ministry of Finance to ensure 
that both the staffing and staffing quality of this team is maintained at the 
standard required such that the Ministry is able to engage in good quality 
dialogue with international institutions such as the IMF. In addition, the demands 
for economist services are increasing and currently the Ministry, with the 
assistance of the Adviser, is engaged in a recruitment exercise to identify 
additional staff. 
 
Throughout this reporting period, support was also provided to the Ministry in 
developing the macroeconomic and fiscal framework that will underpin the 
Medium Term Expenditure Framework (MTEF) for 2011-2013. This is to be 
delivered to the Government before the end of April. The MTEF provides the 
essential fiscal framework within which the Budget for 2011 will be developed.  
 
An interesting development in setting the fiscal framework is the likely departure 
from a fiscal rule expressed in terms of the more usual primary balance, 
debt/GDP ratio or on a variant of these, in favor of targeting the stabilization 
reserve in the Budget. The technical reasoning behind this will be set out in the 
new MTEF. The essential purpose however, links back again to the absence of 
monetary policy and use of the Euro. The reserve, in very simple terms serves as 
a liquidity buffer and as a policy criterion against which performance can be 
monitored. The Adviser has been heavily involved in helping the Ministry in these 
discussions and which are likely to figure heavily in the design of a Program. 
 
Other activities have been: 
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• Providing advice on investment subsidies, tax holidays and the like, to 
attract FDI, 

 
• Assessing possible tax options to increase revenues, such as. higher 

taxes on luxury vehicles, increasing the excise on tobacco, motor fuel or 
the fixed excise on motor vehicles. 
 

• Providing advice on the need for a health insurance system. The proposal 
is that such a scheme – currently in the form of a draft law, would be 
financed by contributions from both employers and employees and which 
would increase the existing tax wedge even further. For Kosovo, this 
scheme is too early and far too expensive. 

 
• Assisting the Minister in his role as Governor for Kosovo with the World 

Bank Group and Deputy Governor on the Executive Board of the IMF. 
Recently, a number of issues and motions requiring a formal vote from 
Kosovo as a new Member have arisen. 

 
Issues/Obstacles 
 
The Ministry of Finance is heavily engaged with the IMF in preparing the 
technical groundwork for a possible program. The development of such a 
program is a condition for the release of Budget support from both the EU and 
the World Bank. In the absence of this support, it will not be possible for the 
government to finance its main expenditure priorities. There is concern about 
both the scale of financing and the timing of cash flows to the budget that arise 
from the government’s major highway project. This is easily the biggest 
expenditure project undertaken by the public sector. 
 
Particular difficulties have been the problem of obtaining from the relevant 
Ministries, credible estimates of these costs and their timing. Such estimates are 
essential in order to allow the IMF to establish financial and other performance 
criteria against which the performance of the Budget can be assessed through 
the life of a program. The IMF has made it clear that if a program is to be 
developed then this must be completed before end-June. 

1.1.2 BUDGET / INTERGOVERNMENTAL  

Progress / Successes against the Work Plan 
 
Advisors to the Budget departments in the MFE focused on an effective start to 
the 2011 Budget process.  Enhancements to the budget process were proposed, 
aimed at making further steps forward in accordance with Government’s 
approved Public Financial Management Action plan.  
 



                  
 

7  
 

 

Specific reforms proposed included commencing the 2011 Budget process with a 
comprehensive set of multi-year forward estimates that reflect current policy and 
then designing the budget process such that these forward estimates form a 
baseline for budget development.  The proposals were accepted by counterparts 
and substantial progress made, with comprehensive forward estimates for the 
central level prepared within the quarter. 
 
The enhanced multiyear approach with comprehensive forward estimates 
assisted the budget and Macroeconomics departments in preparing revised fiscal 
scenarios for discussion with the IMF.  The scenario prepared reflected the 
forward estimates with a clear set of proposed new policy initiatives. As such, for 
the first time at this stage in a budget cycle, the Ministry is able to articulate the 
specific policy initiatives associated with a particular macro-fiscal scenario. 
 
Both Budget Departments commenced work associated with the preparation of 
the MTEF.  The funding of the Morinë-Merdare highway represented a major new 
initiative to be funding in the MTEF.  The impact of this was not only substantial 
changes to the draft macro-fiscal framework but also changes to the MTEF 
process itself, where a more top-top focus was required due to the reduced 
capacity to fund other new expenditure proposals. Advisors thus assisted the 
Ministry in adapting the MTEF processes to accommodate the changing 
circumstances evolving during the period. 
 
Project’s cooperation with the Municipal Budget Department concentrated on the 
assistance in establishing strategic foundations for the Department’s activities 
during 2010. The main emphasis was placed on improvements in the 
Department’s strategic planning and management to effectively lead the main 
processes associated with further municipal budget reforms, MTEF, budget 
execution monitoring, and training outreach to municipal budget organizations, 
including newly established Municipalities.  
 
The Project Advisor prepared a comprehensive Strategy for the continuation of 
budget process reforms at the municipal level.  The Strategy provided for 
adapting the implementation of reforms proposed to the MFE to the needs and 
specific circumstances of Local Governments. Key elements included 
introduction of budget forward estimates procedures for municipalities, 
strengthening strategic focus in internal municipal planning, and improvements in 
municipal capital budgeting through full application of PIP procedures and 
system. The Strategy outlined detailed actions, required from both MFE and 
Municipalities, aligned with budget development stages and calendar. 
 
The Project Advisor worked with the Department on ensuring input to the MTEF 
2011 – 2013 on medium term municipal financing based on the LLGF grants. 
Specific recommendations were provided on two main focus areas: (1) 
development of baseline estimate of grants financing based on macro and 
demographic parameters; (2) necessity to address adequate fiscal anchor 
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arrangements for Local Governments as an integral element of MTEF strategy. 
The Advisor supported the Department in developing an agenda for internal 
activities to enable meeting tight deadlines set for the MTEF development. 
 
The Municipal Budget Department confirmed its commitment towards 
improvements in monitoring and reporting on municipal budget execution, in 
particular quarterly reporting by Municipalities on the progress in capital budget 
implementation. In the absence of functioning reporting module in the PIP 
system, the Project Advisor helped Department’s staff to design and develop 
Municipal Capital Project Implementation Fact Sheet and implementation 
instruction. The purpose of this initiative was to provide Municipal authorities with 
guidance and recommended format to comply with reporting obligations required 
by the 2010 Budget Law. The Fact Sheet was designed to facilitate tracking 
progress in the implementation of each individual capital project, with the focus 
on progress in contracting process, physical and financial implementation. In 
agreement with the PIP project, the Fact Sheet was designed as an interim 
measure, to be replaced for the second quarter of the fiscal year 2010, by the 
online Monitoring Module of the PIP System.  
 
The 2010 Budget Law granted extensive independence and authority to 
municipal authorities in the management of changes in amounts allocated to 
municipal capital projects (Art. 14.7). However, there seem to be present some 
ambiguity within the MFE Departments with regard to the interpretation of the 
2010 Budget Law, which creates risks of mismanagement and potential delays in 
the execution of Municipal Assembly decisions. Project offered assistance in the 
interpretation and adequate application of the 2010 Budget Law by the Municipal 
Budget Department and Treasury Department through the development of 
recommended Business Process Flow and Procedures for the execution of 
municipal capital project transfer requests.  
 
Throughout the quarter, Project provided strategic assistance to the Grants 
Commission Secretariat. The Project Advisor prepared and offered for 
Secretariat’s endorsement the 2010 Action Plan to address institutional 
weaknesses identified by assessments conducted by the EMSG Project and the 
IMF Fiscal Affairs Department Decentralization Mission.  The Action Plan aimed 
at: (1) ensuring compliance of the Grants Commission with the LLGF statutory 
requirements; (2) improving effectiveness of Secretariat’s assistance to the 
Grants Commission; (3) strengthening institutional and managerial capacity of 
the Secretariat. In order to strengthen public outreach and transparency of the 
Grants Commission the Project Advisor proposed to the MFE to contract 
professional internet website development services. The MFE and USAID agreed 
to co-finance this initiative, which is expected to strengthen MFE ownership and 
commitment towards regular maintenance. Further, the Project Advisor provided 
extensive assistance to the Secretariat in drafting a Report assessing the 
adequacy of the grants financing system in 2009. The LLGF requires the Grants 
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Commission to prepare such Report and submit to the Government by March 31 
each year.  
 
All Project activities reported in this quarter included capacity building initiatives – 
internal workshops and seminars - for Department’s staff, with the objective to 
increase awareness on relevant issues, improve understanding of involved 
principles and practices, and assist in the practical implementation of 
recommendations.  Project Advisor provided training for 20 new auditors in the 
Office of the Auditor General on Budget processes. 
 
Project Advisors maintained close cooperation with other development partners, 
including: 

(a) IMF FAD Decentralization Mission on the assessment of the 
implementation of fiscal decentralization reforms: Project Advisor was 
instrumental in advancing mission’s understanding of various fiscal 
decentralization issues, which was recognized in Mission’s Report and 
resulted in IMF recommending continuous USAID TA involvement in the 
major fiscal decentralization areas. 

(b) IMF in relation to fiscal reform activities. 
(c) ICO: Project Advisor contributed to the debate on developing strategic 

priorities and action plan for ICO involvement in new municipalities until 
April 2011. 

(d) USAID/EMI: coordination of selected issues related to the functioning of 
new municipalities. 

(e) USAID/ KMFAS: coordination of capacity building for new embassies on 
management of public funds and investment/trade promotion. 

(f) ECLO: Project represented USAID in working group on the development 
of joint donor community comments and recommendations on the draft 
Law on Official Statistics, which were provided to sponsoring Ministry of 
Public Administration. 

(g) DFID: meetings with advisors in the Office of the Prime Minister and MFE 
on the issues of strategic planning and budgeting and associated capacity 
building initiatives.  Meeting with DFID mission on the design of TA on the 
decentralization of social services. 

(h) EU/PIP coordinating support to the Budget Department for fiscal reforms, 
capital reporting and MTEF preparation. 

 
Issues/obstacles 
 
The biggest impediment to future functioning of the Municipal Budget Department 
will be the resignation of Deputy Director who has been appointed as the Director 
of Property Tax Department.  At the moment, there is no clear strategy in the 
MFE how to reorganize the Department to address recent developments.  
 
Time management, lack of commitment to deadlines, and weak leadership 
continued to be serious outstanding issues, which most likely will have 
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complicating effects on current major MFE processes, including: MTEF, 
determination of municipal financing from government grants for 2011, 
commencement of municipal budget process, and advancement of budget 
reforms at the local level. Recommended budget training initiatives for new 
municipalities were also postponed until the second quarter.  
 
The Grants Commission Secretariat, including its management, staffing, and lack 
of independence/objectivity remain an impediment for desired improvements in 
the Grants Commission functioning.  
 
The enhancements implemented in the budget process, including the forward 
estimates, facilitated the capacity of the Minister to provide sound advice on the 
fiscal impacts of new policy proposals in the Cabinet.  As a result, the Minister 
was able to delay and stop the approval of new policy proposals being 
considered by Cabinet.  Nonetheless, the number and potential cost of new 
initiatives being driven by line ministries (new laws etc), often without Cabinet 
endorsement, is creating expectation for future expenditure increases that will be 
difficult to manage in the context of the coming budget and/or IMF program.  

1.1.3 PUBLICLY OWNED ENTERPRISES  

Progress / Successes against the Work Plan 
 
The Guide to Being a Director of a POE and the Model POE Code of Ethics and 
Corporate Governance were approved by the Minister.  Introductions have been 
written and the books translated into Albanian.  In April these books will be 
printed and distributed (in Albanian and English while a Serbian translation is 
also prepared). 
 
The POE Advisor has prepared a draft of the first POE Sector Annual Report, 
which is to be tabled at the National Assembly in June.  The reports is in three 
sections: (1) an overview of POE sector performance; (2) corporate governance 
issues in the sector; and (3) summaries of the individual performance of POEs.  
Up to now, reported results have been based on draft reports for 2009 or on 
figures extrapolated from the third quarter’s reports.  It is hoped to revise these 
so that, wherever possible, reported performance is based on audited final 
statements. 
 
The first performance contract (for Gjakova Regional Water Company) has been 
drafted and performance indicators and targets agreed.  It now remains to obtain 
Government approval of the proposed incentive scheme and then to discuss and 
agree that with the POE.  The Water Task Force is pleased with this progress 
and wants performance contracts in place in all water sector POEs by the end of 
April. 
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A training session was held with all directors of water companies to explain the 
board self-evaluation process, which is based on a standard checklist prepared 
for the purpose  A training session was also held with the corporate secretaries 
of most POEs to outline the concept of corporate governance in the POE sector 
and to explain the board self-evaluation of performance.  Since then all POEs, 
except for RTK, have returned their board self-evaluations.  These are currently 
under review. 
 
In conjunction with the USAID funded team that is providing technical assistance 
in the water sector, we have developed a training program for directors of water 
sector POE directors that will begin roll-out in April.  Training on the same topics 
should also be provided to the senior managers of the POEs and to directors and 
senior managers of POEs in other sectors. 
 
Meetings were held with six POEs (including the largest by turnover and 
employment) to discuss their 2009 performance and reporting thereon.  All POEs 
have received the standard format that is being used for the third section of the 
POE Sector Annual Report.  Meetings will be held with all POEs in order to 
ensure their agreement to the results to be set out in the report to be tabled at 
the National Assembly. 
 
There are six priorities for the next quarter: 
 
1. Distribution of the Guide to Being a Director of a POE and the Model POE 

Code of Ethics and Corporate Governance accompanied by public 
announcements thereon. 
 

2. Completion of the first POE Sector Annual Report.  This will first be presented 
to the Minister of Economy and Finance.  It will then be presented to the 
boards and senior managers of all POEs.  After that, it will be presented to 
the Inter-Ministerial Committee on POEs.  Any necessary editing or updating 
will be undertaking during these presentations until the final document is 
printed in May 2010 ready for presentation to the National Assembly in June.  
This report will be a landmark for Kosovo – and, indeed, for the Balkan region 
as a whole.  It will demonstrate a real attempt to achieve transparency.  That 
being so, it may give rise to further issues that arise from its publication. 
 

3. Finalization and signing of performance contracts for all water sector POEs.  
This will be contingent on obtaining Government approval of the proposed 
incentive schemes. 
 

4. Capacity building in the POE Unit.  Training will be provided to the POE Unit 
staff subject to their availability. 
 

5. Commence roll-out of the training program for POE directors in the water 
sector.  Training will include: (a) understanding and interpreting financial 
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statements and audit reports; (b) role, duties and responsibilities of POE 
directors; (c) ethics and corporate governance; and (d) business planning. 
 

6. Follow up on the drafting of amendments to the POE Law. 
 
Issues/Obstacles 
 
For POEs whose audit reports were qualified (such as Pristina International 
Airport and PTK), there appears to have been little attention by the boards to 
rectify this situation.  This means that the most recent audit reports are also 
qualified.  In addition to being a concern for the Government as shareholder (and 
having shortly to report no progress in this regard), it is also a concern because it 
might devalue the POEs in the minds of potential investors. 
 
The Water and Waste Regulatory Office was consulted on the subject of the 
proposed performance contracts in the water sector.  However, following the 
initial useful discussion, the WWRO has not responded to the first draft 
performance contract.  Moreover, there has been continual interference from the 
advisors to the Water Task Force who have suggested inappropriate indicators 
and performance targets.  On our advice, the POE Unit has avoided the Water 
Task Force advisors and is dealing directly with the water companies. 

1.1.4 TREASURY  

Progress / Successes against the Work Plan 
 
Treasury continued the process of decentralizing the system of government 
financial management, a process that is directed at enhancing transparency and 
accountability and improving the efficiency of the Treasury.  In this regard, 
Treasury is transforming from a mechanistic accounting/control office towards to 
more analytical functions such as reporting, cash and debt management. 
 
A key element of this transformation is decentralization of payment controls to 
Budget Organizations using the Kosovo Financial Management Information 
System (KFMIS - FreeBalance), while retaining the Treasury Single Account 
(TSA). This is the final significant stage of decentralization of financial control, 
recognizing that management and accounting for revenues, assets, 
commitments and obligations has already been decentralized.  
 
The first quarter of FY 2010 saw the successful continuation of the training and 
Delegation of Expenditure Management – now at the central level.  As at the 31st 
March, nine Mental and Public Health Institutions, fourteen Ministries and four 
Agencies are now independently executing expenditures.  Training is ongoing 
with an emphasis to ensure that the new Financial Officers from the 
Municipalities of Graçanica, Ranillug and Kllokot are fully trained and certified by 
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the latter part of April 2010. It is currently envisaged that these three new 
Municipalities could be certified and fully functional by mid May 2010. 
 
The creation of the new Municipalities of Graçanica, Ranilluk, Partesh and 
Kllokot require the Treasury Decentralization Team to ensure full and 
comprehensive training for all their Financial Officers in all modules within the 
KFMIS. A training program is being developed to provide the requisite training in 
the first quarter of 2010. 
 
On the ninth of March 2010, a public ceremony was held in the Hotel Pristina to 
present the SCAAK PFM Training and Certification Program Award certificates to 
forty-one successful candidates from Ministries who had passed the 
examinations. The presentations were made by Minister Shala and were 
witnessed by Ms. Patricia Rader, Mission Director of USAID Mission and Ms. 
Ardiana Bunjaku, Executive Director of SCAAK.  As at the 31st: March 2010 
seventy six (67.9%) candidates have sat and passed the PFM examinations out 
of a total of one hundred and twelve examinees. 
 
Decentralization of payments and enhanced capacity in budget organizations 
associated with the SCAAK training has enables Treasury to close its regional 
payment offices. Recruitment has commenced to fill the vacancies in the 
expanding core functions of the Treasury, including the secretariat of the Central 
Harmonization Unit for Public Financial Management, the Financial Reporting 
Unit and Help Desk. 
 
Treasury staff independently completed the Financial Statements for FY 2009 in 
advance of the legal deadline and submitted these to the Auditor General on 31 
March.  For the first time, the financial statements were accompanied by a status 
report on actions executed by Treasury in response to the prior year audit report 
recommendations – a development that closes the loop on the audit cycle for 
2009 and thus enhances transparency and facilitates accountability.  It is 
envisaged that the FY 2009 Financial Statements will receive an unqualified 
report for the second consecutive year and demonstrates the progress made 
within the Treasury. 
 
The automatic bank reconciliation function within KFMIS was launched during 
January 2010 and is proving successful in allowing Treasury to more efficiently 
produce accurate weekly and monthly financial reports. 
 
Issues/Obstacles 
 
The Treasury Decentralization Team continues to seek engagement with the 
existing Serb minority municipalities of Zvecan, Zubin Potok and Leposavic for 
training, certification and decentralization of expenditures.  Initial meeting 
between the International Treasury Advisor and the LCOs (Local Community 
Officers) from the aforementioned three Municipalities and the MCO (Municipality 
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Community Officer) were not successful in garnering full engagement in this 
process.  Advisors will continue to engage with the ICO and other stakeholders. 
 
At the very end of 2009 the Law on Public Debt was approved by the Assembly.  
In addition, the current macro/fiscal framework envisages additional public debt 
in the future – most likely borrowing from IFI’s but also possibly commercial 
lenders.  Treasury will need to continue the process of building capacity in debt 
management, including possible oversight of external debt arrangers. 

1.1.5 PROPERTY TAX 

Progress / Successes against the Work Plan 
 
The EMSG project continued to support the MFE Property Tax Department but 
with more limited support – including a local IT expert and a local property tax 
specialist. 
 
This quarter, the local IT expert continued to engage in the development of the 
new property tax system in cooperation with the experts of the Swedish tax office 
(supported by SIDA).  The system managed the first automated preparation of 
data for the printing of first quarter property tax bills.  This development reflects 
the new system functionality implemented during the period, including mass 
calculation and production of bills and a reporting function. 
 
Year-to-date property tax collections are up slightly compared to the same period 
last year (15.33 million compared to 15.22), however this must be assessed in 
the context of a larger number of bills having been issued in 2010 compared to 
the same period 2009 (399,375 to 392,410 in 2009).  This result reflects lower 
tax rates determined by some municipalities as election promises and an 
observed lower collection effort in the post-election period. 
  
At the end of the quarter a process had commenced to replace the Director of the 
Department, offering an expectation that outstanding management issues, 
including procurement for the property survey, will be resolved. 
 
Issues/Obstacles 

The Property Tax Department is expected to have a significant role to play in the 
process of expropriation of land for the recently contracted construction of the 
Morinë-Merdare highway.  This will need to be done with some urgency, and will 
be politically sensitive and thus potentially draw the attention of the new Director 
away from the core functions of the Department. 
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Objective 1.2: Strengthen the Capacity of TAK 

1.2.1 TAX ADMINISTRATION 

Progress / Successes against the Work Plan 
 
Advisory assistance to the Director General and his Deputies has continued this 
quarter.  A new advisor, Graham Burnett, joined the project during the quarter to 
replace Etienne Cosyns, who retired in November 2009.  During the quarter, the 
final selection of new regional managers was completed (with the exception of 
Prizren, which has been delayed until May), resulting in 4 new regional 
managers, three existing managers being rotated to different regions, and 
Gjakova manager remaining in place.  EMSG advisors held two training sessions 
with the regional managers to review their roles and responsibilities and to 
introduce a new performance appraisal process for regional managers and 
regional office staff.  The TAK Compliance Strategy document has been agreed 
and is being incorporated into a new Strategic Plan for TAK, to be finalized in 
April, which will cover the years 2010 through 2015.  Advisors have assisted in 
establishing the TAK Office of Modernization and Strategic Planning, which will 
be responsible for ensuring the completion a various modernization projects, 
such as SIGTAS upgrade, Fiscal Cash Register implementation, EU IT project, 
E-Filing, etc.  The Director of the office has been appointed, assuming his duties 
in early March.  
 
Laws on Corporate Income Tax and Personal Income Tax were promulgated and 
became effective from 1 January 2010.  EMSG advisors are members of working 
groups drafting administrative instructions relative to these two laws.  Law on 
VAT was also passed with an effective date of 1 January 2010.  EMSG advisors 
worked with EU advisors to draft and propose an amendment to delay the 
effective date of the VAT Law to 1 July 2010 (approved by the Assembly in 
February), which had been requested during the committee hearings for this law.  
EMSG advisors and EUCTA advisors have collaborated on drafting a 
consolidated Law on Tax Administration and Procedures that incorporates some 
revisions and further defines the criminal investigation authority of TAK.  Further 
assistance provided to MEF in drafting tax treaties with Macedonia and Belgium, 
which have been forwarded to the respective countries for consideration.  
 
EMSG advisors have assisted TAK in review of criteria for assignment of 
businesses to the LTU.  The process is continuing, with a goal of reducing the 
number of entities in the LTU to a maximum of 400, representing approximately 
65% of Kosovo revenues.  Other technical assistance on a variety of cases and 
issues has been provided during the quarter, including international taxation of 
airlines, SOE severance pay, interest rate swaps, bad debt procedures, VAT 
coefficient for long-term construction projects, etc.  Assisted EU TAIEX contractor 
in developing instructions relative to reporting supplies purchased from one 
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supplier in excess of €500/year, goods without origin, and payment via bank 
transfer.  
 
Substantial progress within the TAK IT department has been realized during the 
reporting period.  The fundamentals of enterprise operations are now on par with 
those of mature organizations.  Recent EC/IMF discussions have confirmed that 
TAK IT is operating at a grade/caliber in excess of regional administrations, such 
as Slovenia.  Capacity now exists within the organization to realize new 
development in all specialties, excluding complex software and systems 
integration.  Advisors are focused on the two deficiencies, guidance for the 
anticipated EC IT project, and completion of the SIGTAS upgrade. 
 
TAK IT highlights from the reporting period include:   
 

• Fiber-optic connections, fully redundant with a local Internet Service 
Provider, have been established at 7 of 9 regional tax centers.  This 
development provides a solid foundation from which to dramatically scale 
IT services.  

 
• A disaster recovery site has been established at the regional tax center in 

Peja.  Core IT services are now mirrored at the location.  Network devices 
have been tested and are capable to automatically failover.   

 
• Development of the TAK e-filing system is now underway with the award 

of contract to local IT contractor, Asseco (ProNet).  The technical 
capability they have demonstrated gives cause for optimism that the 
system will be timely delivered (June/July and will have appropriate 
integration with SIGTAS.   

 
• Pre-printed tax declarations for all tax types are now available on the 

public TAK web site.  The service has been highly successful 
(30,000/month), allowing TAK leadership to take the decision to gradually 
cease printing of the traditional tax forms, with savings of €100,000/yr.   

 
• Analysis of electronic payment processing was completed in February, 

with formal functional specifications developed and delivered by the 
SIGTAS vendor.  The TAK has coordinated the specifications with the 
Central Bank of Kosovo; technical check-out of the payments interface is 
anticipated to be completed in June. 
 

• A digital archiving solution has been developed that will read barcodes 
from scanned tax declarations and archive the documents for later 
retrieval.  The solution is an important mechanism to be implemented in 
advance of full data-entry decentralization.   
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• The Risk Analysis system has been enhanced to include scoring of 
individual enterprises.  This effectively results in approximately 90% of the 
active VAT-filer population being scored and available for analysis.  The 
remaining 10% are primarily comprised of partnerships.   

 
• A debt management tool has also been implemented that facilitates 

centralized review of debtors prior to levy or embargo.  Authorized TAK 
personnel are able to view the debt amounts for each taxpayer, set 
levy/embargo status, and certify a debt amount.   At present, 6 tax centers 
are actively using the tool, with the remaining expected to begin doing so 
in the near future.  

 
• Reporting capability provided by TAK portal has been fully adopted by IT 

personnel, transitioning the system into a full-blown MIS platform.  At 
present, more than 75 reports are accessible, along with data from 
Customs, Treasury, and the Central Bank of Kosovo.   
 

• A help desk system has been developed and implemented on the TAK 
portal.  The systemic undergoing refinement and will ‘go-live’ in mid-April.  
Use of the system will be required by all TAK personnel at all TAK 
locations for IT support.    

 
• Development of an IT 'User Requirements Study', commissioned by the 

EC and aided by EMSG advisors, is nearing completion.  The document 
contains a comprehensive assessment of what should be expected by a 
modern taxation IT system.   

 
Issues/Obstacles 
 
TAK is expected to significantly increase revenues in 2011 (and beyond).  The 
Director recognizes that employee motivation is low, particularly in Pristina 1 and 
2, as well as in LTU, due to inadequate working conditions (noted in IMF 
recommendations since 2006) and low salaries.  The Director has received 
commitments for improvements, but improvements have not occurred, 
significantly impeding Director’s ability to generate the revenue expected. 
 
The proposed IT procurement process is for selection of a packaged IT solution 
for TAK.  If requirements for the type of vendor and software to be selected are 
not sufficiently high, given the relatively low amount of investment the EU is 
making (€5 Million) to be matched by the Government of Kosovo, there is 
significant risk that a low-level solution will be selected that will not be a 
significant improvement over what TAK currently has (or will have once SIGTAS 
upgrade is finalized) and that, along with the disruption to TAK, would not be a 
sufficiently worth-while investment of time and money.   
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Fiscal Cash Register implementation has been undertaken with an inadequate 
method of ensuring integrity of data being passed from point of sale systems to 
the fiscal device and an inadequate number of licensed distributors, which could 
result in a early licensed distributor being given a virtual monopoly over 
distribution of fiscal devices.  There has been no testing of the ability of devices 
to communicate to the tax administration so the communication capability is 
unknown, even though devices are being sold and installed. 
 
Laws are being written requiring the TAK to collect revenues, such as the 
Accommodation Tax and Health Insurance Law, for which the TAK has had no 
input to the drafting nor received any additional revenues to undertake 
recruitment and other implementation issues.  A budget submission is to be 
prepared to cover known additions to workload. 
 
Objective 2: Stimulate Trade and Investment through Modern and Well-
Implemented Commercial Laws 

2.1.1 COMMERCIAL LAW 

Progress / Successes against the Work Plan 
 
In the first quarter of 2010, the team continued its legal training program to build 
the capacity of Kosovo’s judicial and legal communities to understand and 
properly implement the fundamental economic and commercial laws that form a 
critical part of Kosovo’s new legislative framework.   
 
All Work Plan objectives in the area of commercial law training were met.  
Specifically, during the quarter the Legal Team successfully developed and 
delivered to judges, judge candidates and other lawyers a course on Corporate 
Governance at the KJI and at the KCA. The remaining three courses of the legal 
training program (on Contracts, Secured Transactions and the Law of 
Expropriation) reached the final stage of development in the first quarter and will 
be delivered to judges and judge candidates (at the KJI) and practicing lawyers 
(at the KCA) in April and May.   The course on the Expropriation Law was 
substituted for the originally planned Foreign Trade Law course at the request of 
the judges, who determined that an such a course would be much more relevant 
to the cases they are actually dealing with.  During the first quarter, the dates for 
the delivery of all of the four mentioned courses to judges, judge candidates and 
advocates were set by the KJI and KCA.  All courses will be delivered first at the 
KJI, then at the KCA, and finally to law students in the masters program at the 
University of Pristina prior to May 31.  
 
Also during the first quarter, the Legal Team, with the support of the Dean’s 
Office of the Law Faculty of the University of Prishtina, redelivered two of its 
already developed courses to master level students.  Those courses were 
delivered throughout the first quarter and covered Foreign Investment Law and 
Competition Law.  As already noted above, the courses on Corporate 
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Governance, Contracts, Secured Transactions and Expropriation will also be 
redelivered to these masters program students (immediately after their delivery to 
judges, judge candidates, and practicing lawyers at the KJI and the KCA). 
 
Furthermore, the institutionalization at the KJI of the training methodology 
developed by the project as well as the specific training courses that have been 
developed so far is now complete, and the KJI is requiring judges and judge 
candidates to attend these courses.  In addition, with the recent promulgation of 
the Law on Advocates, which requires continuing legal education for advocates, 
the Chamber of Advocates is now including the courses developed by the project 
in its mandatory continuing legal education and certification program. 
 
All of the courses in the legal training program have been developed by the 
project in cooperation with the local lawyers who are responsible for their 
delivery; and both hard and soft copies of the course materials have been/will be 
transferred to the KJI and the KCA.  Thus, both institutions will continue to have 
access to the course materials and the trainers after the project terminates.  The 
project’s work in this area has greatly contributed to the establishment of a 
sustainable, institutionalized, continuing legal education program at these two 
Kosovo institutions.  
 
In addition to its formal legal training activities described above, during the 
quarter the Legal Team continued to assist with the development of a modern 
legislative framework governing commercial, economic and public administration 
matters.  In particular, the advisors continued to provide key assistance to the 
Assembly in finalizing the new draft Law on Mines and Minerals. It is expected 
that that law will be adopted and promulgated in April.  The Legal Team also 
completed and handed over to a Deputy Prime Minister and the OLSS a final 
draft of a proposed Law on the Special Chamber, complete with a set of 
procedural rules for the chamber as an annex.  
 
In addition to the above, during the quarter the Legal Team continued to provide 
legislative/legal advice and assistance, when needed, in a number of other areas 
to the Privatization Agency of Kosovo (PAK), the Ministry of Economy and 
Finance, other project advisors, the Government and the US Embassy.  In 
particular, the Legal team provided key assistance to the Minister of Finance in 
drafting some amendments to the Law on Expropriation to clarify several 
provisions and to adjust the procedural time lines in that law to make it a bit more 
flexible.   The Legal Team also began the preparation of the procurement 
documents that PAK requires to begin the process of hiring an international law 
firm to assist the PAK with legal issues and advocacy over the next 2-3 years.  
 
Issues/Obstacles 
 
With respect to the draft law on the Special Chamber, the adoption of which we 
view as necessary to facilitating the work of the PAK, the obstacle is the draft 
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Law on Courts, which was submitted to the Assembly in March.  The 
Constitution, which incorporates by reference the Comprehensive Proposal, has 
special provisions relating to the Special Chamber.  The draft Law on Courts, 
which is a general law, does not appear to take these provisions, or the special 
procedures that the work of the Special Chamber requires, into account.  
Therefore it will be necessary to bring this to the attention of the relevant 
Assembly committee so that they can modify the Law on Courts appropriately to 
ensure that it is made clear that the Special Chamber will be subject to other 
special legislation.  
 
We also point out that on February 4, 2010, the Appellate Panel of the Special 
Chamber issued a decision (ASC-09-0089) that denies that the PAK Law is part 
of the directly applicable law of Kosovo and - hence - that the PAK has no legal 
personality, since that legal personality derives from that law.  This problem will 
create an enormous amount of legal uncertainty in Kosovo with the predictable 
attendant substantial negative impact on the privatization process in particular 
and the economy in general. 
 
Objective 3: Privatize or Commercialize POEs 

3.1.1 PUBLIC PRIVATE PARTNERSHIPS 

Progress / Successes against the Work Plan  
 
Building upon the recent successful development of the policy, legal, and 
institutional framework for a multi-sector Public-Private-Partnership program, the 
Government of Kosovo made significant progress on its first pilot project, a 
twenty-year Design-Build-Finance-Operate-Transfer agreement for the operation 
and expansion of Kosovo’s only international commercial aerodrome, Pristina 
International Airport.   
 
After the issuance of the tender documents to pre-qualified bidders on December 
30, 2009, EMSG advisors assisted the Government of Kosovo in hosting a pre-
bid conference, responding to two rounds of questions and requests for 
amendment to the draft PPP contract, and in general, managing the procurement 
process with transparency and professionalism.  Since there is no precedent for 
PPP or long term strategic investments of this magnitude in Kosovo, EMSG 
advisors developed innovative risk mitigation strategies to address a number of 
critical Bidder concerns.   The final transaction documents reflect an optimal 
balance of rights and responsibilities and to date, all pre-qualified bidders 
reportedly remain interested and satisfied with the process.     
 
At the request of pre-qualified Bidders, the final tender submission deadline was 
extended until April 28, 2010. On that date, Bidders must submit their firm and 
unconditional price proposal, as well as an initialed copy of the non-negotiable 
PPP Contract.  The Contract will be awarded to the most favorably priced 
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responsive bid (the proposal offering the highest percentage of Airport gross 
revenues to the Government of Kosovo).  
 
To date, EMSG advisors have played a crucial role in ensuring the successful 
execution of this project, acting as a key advisor to the Ministerial Project 
Steering Committee and Project Implementation Unit; training, capacity building, 
and assisting the GOK in understanding the implications of complex decisions 
relating to this project; and acting as an “honest broker” with various 
stakeholders.   EMSG advisors likewise continued to support the aviation sector 
as a whole in other critical areas, such as the development of primary and 
secondary civil aviation legislation, institutional creation/strengthening, capacity 
building, and the development of sector-wide strategies and work plans. 
 
In addition to the Airport PPP pilot project, work continued on identifying potential 
PPP projects and undertaking pre-feasibility studies in order to develop the multi-
sector project pipeline and work plan.  During the first quarter of 2010, 
prioritization assessments and prefeasibility studies were undertaken by USAID-
sponsored experts for projects in multiple sectors, with a primary focus on 
municipal works and services.  Emphasis was given to projects and transactions 
that would be “replicable” across multiple municipalities, such as public parking, 
solid waste collection and recycling, and education PPP.   
 
Capacity-building and public outreach also continued during the quarter.  As part 
of the PPP public outreach strategy, Public-Private-Partnerships were discussed 
in detail on a variety of television programs. The purpose of these efforts 
(televised on KTV, RTK, and other stations) was to educate the public-at-large on 
PPP, introduce PPP opportunities to the private sector, and to provide in depth 
information on the Airport transaction to all interested stakeholders.  Likewise, 
the first quarter of 2010 saw extensive efforts to educate the local private sector 
on PPP, including presentations to the Kosovo Chamber of Commerce, as well 
as to promote PPP to potential international investors in multiple investor 
conferences in Europe and Turkey.  Finally, EMSG advisors continued to provide 
training to government personnel and other stakeholders on multiple topics, 
including the “Strategic Messaging”, “Calculating the Public-Sector-Comparator 
and Determining Value for Money”, and “Risk allocation and mitigation strategies 
in the Airport DBFOT Contract” PPP, amongst others.  
 
Issues/Obstacles 
 
There is concern regarding the paucity of resources that have been allocated in 
the Government Budget to the PPP Unit and the PPP Program. Currently the 
budget does not provide sufficient resources to meet the Government‘s 
upcoming PPP obligations. The Government must invest in the PPP program if it 
hopes for it to be successful and sustainable, as PPP projects involve 
commitments that must be met by the government, such as contract governance 
and oversight, training of public officials, etc.  
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Although the central PPP Unit is now fully functional, due to its unique 
professional and technical training, there are intense efforts by third parties to 
hire these professionals.  As such, there are growing concerns about the PPP 
Unit’s ability to retain qualified personnel.  Urgent consideration must be given to 
hiring additional staff for the central PPP Unit.  Likewise, in order to meet 
expanded responsibilities, Satellite PPP Units should be developed in certain key 
ministries and/or municipalities. The PPP-ISC also still needs to designate a duly 
qualified director of the PPP Unit whose experience and management expertise 
will help generate public confidence in the PPP program. 
 
There is likewise concern that the Government may not be fully prepared to 
assume its responsibilities deriving from the Airport PPP, particularly with regard 
to contract governance and oversight. The Government must take measures to 
establish, fund, and train a Project Management Unit.  It must also allocate funds 
and prepare procurement documents to hire an Independent Engineer.   
 
Objective 4: Assist Kosovo’s Energy Sector to Become More Efficient, 
Transparent, and Modern 

4.1.1 ENERGY 

Progress/Success against the Work Plan 
 
The Energy Team has assumed a key role in national energy initiatives and is 
now effectively engaged with the multiple stakeholders, donors and officials 
involved in both the KEDS and LPTAP transactions.  
 
The team took the lead role in the following activities: 
 

• Conducted a legal and regulatory framework review in concert with PA 
Consulting and Hunton & Williams among other stakeholders and 
interested parties; 

• Development of the Market Model through a dedicated Working Group, 
which is focused on developing a market framework under which the 
commercial and technical relationships between various entities within a 
restructured Kosovo electricity sector will operate 

• The creation of a working group to draft a package of proposals to 
improve the legal framework for billings and collections at KEK distribution 
and supply. In particular, the energy team has been instrumental in 
recruiting both PwC and LPTAP along with IFC into the Market Model 
Working Group (which also includes representatives of MEM, MEF, ERO 
and KOSTT and their advisors) in an effort to accommodate the genuine 
commercial needs and requirements of both the New Kosovo and KEDS 
privatization transactions into the overall development of a new market 
model and electricity sector framework for Kosovo.  
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In addition, the energy team has continued in its efforts to support the KEDS 
transaction advisor, most notably through the provision of detailed technical, 
legal and financial analysis support throughout the development of the IFC Key 
Issues Report. The energy team has also developed a financial model that 
provides a valuation for KEK Distribution and Supply, and is developing an 
associated model (and risk matrix) that will assist the MEF to quantify the extent 
of potential obligations it will be asked to accept under both the GenCo and 
DisCo transactions.  
 
Moreover, at the request of the Minister of Economy and Finance, the energy 
team has also undertaken the development of an alternative to the World Bank 
Partial Risk Guarantee as a risk mitigation instrument, particularly one that does 
not require a sovereign guarantee. 
 
The team is assisting the PIU in the development of a 12-month strategic 
communications plan to support the privatization of KEDS pre-, during, and post-
privatization.  This is an area largely overlooked in planning, but critical to 
successful implementation of the privatization.  
 
The energy team also worked with LPTAP and the transaction advisors for New 
Kosovo and Kosovo B, as well as with their technical consultant, PB Power. In 
this regard, the team organized several meetings with KOSTT and the New 
Kosovo transaction team to review load management and plant sizing issues 
from the overall standpoint of system reliability and overall energy security of 
supply which will have major consequences regarding the amount of network 
spinning reserve, secondary reserve, tertiary reserve, and import requirements 
that the public supplier will have to accommodate. In addition, these sizing 
requirements and considerations will have a major impact on commercial risk 
allocation and EMSG is leading a discussion regarding the appropriate allocation 
of risk with regard to this issue. The team also participated in the New Kosovo 
International Investors Conference in an effort to encourage potential new 
bidders that individuals on the team had worked with in the past to form bidding 
consortia to pursue this investment opportunity, as well as to lend support to the 
thesis of investment within the electricity sector within Kosovo. 
 
During the first quarter of 2010, GoK added a Project Manager to the PIU staff.  
The group now includes technical staff in the following areas: finance, business 
analysis, public relations, and legal (project manager). Capacity building is critical 
to developing a fully-functioning PIU.  Skill sets are varied among the group and 
competence is generally very basic – with little professional experience to 
support academic training. To this end, the energy team has provided informal 
mentoring and coaching, as well as more formal skills training and professional 
development to various members of the PIU on an ongoing basis.   
 
Finally, the energy team held the following formal training sessions with selected 
members of the KEDS PIU staff: 
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• Legal capacity building session for the entire embedded PIU staff 

regarding share purchase agreements and alternative business 
arrangements for proposed privatization transactions   

• Alternative tariff increase approaches and how to make KEDS a more 
attractive investment opportunity with the technical and finance staff 

• Market design issues and alternative market models with the technical and 
finance staff 

• Review of alternative tariff model approaches with the technical and 
finance staff 

• Assessing risks and development of risk mitigation strategies in the 
electricity sector for technical and finance staff 

• Financial modeling approaches for valuating a proposed transaction with 
the technical and finance staff 
 

• PIU PR staff training encompassing such topics and issues as the 
development of strategic communications plans, target audience 
identification/analysis, message development, media outreach and 
monitoring,  stakeholder mapping and outreach, development of media 
toolkits  and public education products, vendor management, event 
management, community outreach, town hall meetings, and  crisis 
management 

 
Issues/Obstacles 
 
The KEDS transaction is inextricably interlinked to the success of the New 
Kosovo and Kosovo B transaction which remains in a constant state of flux, 
particularly regarding whether or not the Kosovo B units will remain as part of the 
Genco transaction (which seems to have been resolved by Assembly vote) and if 
the GoK will take an in kind equity position in this transaction. 
 
Following delivery of the Key Issues Report on February 22nd, the IFC has not 
been present at the KEDS PIU offices and has only participated in one meeting, 
and then only at the express request of the EMSG energy team. Finally, the IFC 
has not followed through on its commitment to provide a letter to the GoK 
detailing those next steps which the GoK must take to successfully conclude the 
transaction, nor has the IFC agreed to provide a work plan (which is deemed vital 
to the timely execution of the KEDS privatization). However, the EMSG energy 
team remains committed to supporting the IFC in this project and has 
consistently reached out to its contacts within the IFC to encourage the IFC to 
fully participate (and lead) the transaction. 
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The Strategic Communications Plan that has been developed by the energy 
team assumes that an appropriate budget will be made available, and that full 
time professional expertise will be available for implementation.  KEDS PIU PR 
staff is not presently capable of managing the initiative on their own.  Efforts have 
been made to coordinate KEDS PR functions and activities with those of GoK, 
MFE, PPP, and KEK. Moreover, the KEDS transaction advisor is also engaging a 
PR firm/consultancy to support the KEDS transaction, but it remains unclear 
where that focus will be placed (international investor community and/or domestic 
communications) or when that entity/individual will be engaged.  It is possible IFC 
could assume the “global” communications initiative for the KEDS transaction 
(domestic and international), but there has been no indication either way from 
IFC to date. However the IFC PR function plays out, there will need to be very 
close coordination in implementation of the communications strategy and plan if it 
is to be effective over the longer term. 

4.1.2 MINISTRY OF MINES AND ENERGY – MINING 

Ministry of Energy and Mines (MEM) 
 
In this quarter we have supported the ministries strategic and policy team in 
understanding the issues and complications surrounding the Trepca 
reorganization.  The government has formed an inter-ministerial team with the 
express goal of revitalizing the Trepca assets.  We have briefed the ministerial 
team with respect to the moratorium, its effects, and the requirements of 
regulation 2005/48 (on reorganizations), the requirements to deal with the 
creditors in an internationally acceptable legitimate manner, and approaches that 
will enable the private sector investment that will be essential for revitalizing the 
assets.  The draft strategy of the MEM has adopted much of our policy advice, 
and it is pleasing to note that the plan to turn Trepca into a Publicly Owned 
Enterprise which would saddle the KCB with huge potential liabilities (circa 350 
million Euros) seems to have been quietly shelved. Key progress over the 
quarter has been the continued development of the mining law to international 
best practice.    
 
We continue to work closely with industry professionals to assist them in 
understanding the legal framework and policies as well as encourage foreign 
investors to visit and investigate opportunities in Kosovo.  The recent increases 
in commodity prices have resulted in an upsurge in interest in the Kosovo 
exploration sector.  Four international companies have contacted us for updates 
on the progress of the new mining law, and guidance on how to initiate mining 
exploration projects on the territory of Kosovo. 
 
We have also liaised and with the Ferronikeli management in order to ensure that 
they have kept the plant open during the recent low nickel price era, and now that 
prices are improving, to repay royalties suspended during the earlier more 
difficult period.   
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A pre-feasibility study on the Dukajini coal field has been developed.  The 
financial study shows a significant DCF return that indicates that these assets 
could be a significant contributor to the Kosovo economy once New Kosovo and 
the Disco privatization have been successfully effected.  The Dukajini basin has 
a lignite reserve of 2.2 billion tonnes of high grade, low sulfur, lignite.  A detailed 
professional drilling program of 340 holes on a 125m grid in the 1970’s and 80’s 
defined a lignite basin capable of supporting significant mouth of mine power 
generation and/or possibly a lignite export project.  The Infrastructure for mine 
development is in place with good roads, rail, at or close to site.  The main rail 
line is located 7km to the south of the area, and the 220 Kv line is about 10km to 
the north.  Abundant water is also available.  In essence, we have prepared the 
information memorandum for this is a very significant economic asset to ensure 
that it can be marketed without undue delay when the time is ripe. 
 
We also have supported the fact finding mission to Bansko Ski Centre in 
Bulgaria, with the Mayor and representatives from the Štrpce/Shtërpcë 
municipality, and, a Board member and representatives from PAK.  This mission 
has accelerated the thinking concerning policy and the private sector 
development of the Brezovica/Brezovice SOE. 
  
Problems, Issues and Proposed Actions/Solutions 
 
Objective Problem/Issue Mitigation Plan Status 
1.1 Budget Budget Department 

Structure not efficient or 
in accordance with the 
Law. 

Continue to engage 
with Minister and 
counterparts on this 
issue. 

Advisor has 
proposed changes 
to structure within 
Central budget 
Department that are 
considered to be 
non-controversial 
and require no 
executive level 
appointments -  as a 
practical 1st step. 

1.1 Intergovernmental Management issues, 
with weak commitment 
to deadlines governing 
municipal budgetary 
processes.  
 

Focus on strategic 
planning with 
particular emphasis 
on the 
implementation of 
calendars for 
specific activities 
management. 

Ongoing 
 
 
 
 
 
 

 Delays in the 
implementation of 
budget training initiatives 
for new municipalities 

When appointed, 
budget management 
officers in new 
municipalities given 
priority to participate 
in SCAAK Program.  

Ongoing 
 
 
 
 
 

 The Grants Commission 
Secretariat lacking 

Developed proposal 
to restructure the 

To be discussed 
with Minister 



                  
 

27  
 

 

sufficient objectivity for 
desired improvements in 
the Grants Commission 
functioning. 

Secretariat through 
the employment of 
highly professional 
Head.  

1.1 POE POE Unit capacity Recruitment; 
training; mentoring 

New staff recently 
recruited and about 
to join.  Training 
material prepared.  
Mentoring 
continuing. 

 Inaction to deal with 
adverse audit reports of 
POE 

Awareness raising 
with POE Unit and 
POE Boards. 

Advice provided but 
responsibility in POE 
unit not fully 
understood.  

1.1 Property Tax Management of the 
department is weak 
following departure of 
previous director.  
Printing of bills delayed 
due to issues with PTK 
contract.  Failure to gain 
agreement with 
Cadastre to share data 
needed for property 
survey. 

Seek appointment of 
quality new director 
who is capable of 
resolving 
management issues. 

Advisor has 
engaged with 
Deputy Minister on 
current issues with 
printing and 
cadastre.  Interviews 
have taken place for 
new Director, who 
will need to urgently 
address outstanding 
management issues. 

1.1 Tax Non-tax revenue laws 
being promulgated 
without input from TAK, 
such as Accommodation 
Tax (MTI) requiring TAK 
to collect revenue. 

Assist TAK in 
business case for 
additional staffing 
and in ensuring that 
TAK is involved in 
any working groups 
that draft applicable 
sub-legal acts 

Ongoing 

 Weak support for TAK in 
improving salary 
structure and relieving 
space issues in Prishtina 
1, 2 and LTU. 

Propose an 
agreement in writing 
that formalizes the 
commitments made 
and support to be 
given.   

Ongoing 

 The proposed IT 
procurement process for 
selection of a packaged 
IT solution for TAK. Risk 
that a low-level solution 
will be selected that will 
not be a significant 
improvement over what 
TAK currently has 

Continue to monitor 
the development of 
the requirements 
proposal and involve 
the IMF as 
necessary. 

Ongoing 

 Fiscal Cash Register 
implementation is 
underway with potential 
for failure. 

Fiscal Cash Register 
implementation has 
been undertaken 
with an inadequate 
method of ensuring 
integrity of data 
being passed from 

The Fiscal Cash 
Register project has 
not been a part of 
the USAID contract.  
Advisors continue to 
voice concern to the 
Director. 
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point of sale 
systems to the fiscal 
device and an 
inadequate number 
of licensed 
distributors, which 
could result in early 
licensed distributor 
being given a virtual 
monopoly over 
distribution of fiscal 
devices. 

3.1 PPP GoK is not prepared for 
post award 
responsibilities deriving 
from Airport PPP 

Hire PMU, develop 
transition plan, and 
prepare TORs for an 
independent 
engineer. 

In progress 

 PPP Unit is  
understaffed and under-
funded. 

MFE must initiate an 
appropriate 
recruitment initiative. 

Recommendation 
has been rendered 
to MFE 

 
Success Stories 
 

• A ceremony was held to issue certificates for SCAAK/MEF public financial 
management training.  The SCAAK/MEF training is proving to be a highly 
successful partnership between MFE and SCAAK and additional capacity 
in Budget Organizations is facilitating decentralization. 

• Budget Department has implemented a system of “forward estimates” 
(FEs), being a multi-year projection of the budget based on existing 
policy.  Having the FEs has enabled enhanced focus on the value of new 
policy initiatives and saving in MTEF and Budget preparation and in 
engagement with IMF. 

• IMF FAD Decentralization Mission on the assessment of the 
implementation of fiscal decentralization reforms: Project Advisor was 
recognized as instrumental in advancing mission’s understanding of 
various fiscal decentralization issues, which was acknowledged in 
Mission’s Report and resulted in IMF stressing the importance of 
continuous USAID involvement in the major fiscal decentralization areas. 

 
Major Upcoming Activities 
 
Objective Upcoming Activity Counterpart(s) Planned 

Dates 
1.1 Budget MTEF Published Central and 

Municipal Budget 
Departments, Macro 
Unit and Ministers. 

30 April 2010 

1.1 Intergovernmental Grants Commission 
Meeting to determine 
allocation of municipal 

Grants Commission 
Secretariat 

First week of 
April, 2010 
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financing from 
government transfers for 
2011 

3.1 Airport PPP Reception of Bids PPP-ISC; PPP Unit; 
MTC, PIA, JSC, 
CAA, public-at-large 

April 28, 2010 

3.1 Airport PPP Contract Award PPP-ISC; PPP Unit; 
MTC, PIA, JSC, 
CAA, public-at-large 

May 15 2010 

 


