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TITLE

Korporata Energjetike e Kosoves (KEK) Network and Supply Project

TYPE OF TASK ORDER

This is a Cost-Plus-Fixed-Fee (CPFF) Completion Type Task Order issued
to PA Government Services, Inc. under the Energy Sector Technical
Assistance II (Energy II) Tndefinite Quantity Contract (IQC) Number:
EPP-I-00-03-00008-00. .

PURPOSE

The purpose of this Task Order is to assist Korporata Energjetike e
Kosoves’'s (KEK) Network and Supply Divisions to improve functions,
especially to increase collections, with a goal of attracting future
private sector participation. In addition, this Project will support
senior Kosovar management as they assume greater responsibility and
independence in providing strategic guidance and leadership to KEK.
This project supports certain critical elements of Kosovo Energy
Corporation (Korporata Energjetike e Kosoves or KEK).

This Project will contribute to USAID/Kosovo's Strategic Objective 4.1
Social Stabilization Achieved through Special Initiatives and
Intermediate Result 4.1.3 Commercial viability of Kosovo Energy
Corporation.

This Project will be implemented in cooperation with other USAID
initiatives, including the Kosove Economic Development Initiative,
Justice System Reform Activity and Local Government Initiative.
Cooperation with these and other assistance-providers should be
maximized to assure effective use of resources. (See
www.usaid.gov/missions/kosovo for information on USAID programs in
Kosovo.)

USAID/Kosovo's projects are closely coordinated with the United Nations
Mission in Kosovo (UNMIK) (see http://Wyy.unmikonline.org )}, the
European Union (EU), the European Agency for Reconstruction (EAR), the
World Bank (WB), International Monetary Fund (IMF) and other donor
agencies working in Kosovo, to ensure commonality of objectives and
policy approaches, and to avoid duplication of efforts.
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A.4 BACKGROUND
A. The Development Challenge

Kosovo has large reserves of high-quality lignite which, if
properly managed, can be used to transform Kosovo into a major
energy exporter in Europe. However, 15 yvears of neglect, under-
investment, and poor planning have resulted in a deteriorated
energy infrastructure.

Despite almost seven years of efforts by both Kosovars and the
international community, there remain serious deficiencies in
KEK’s ability to deliver electricity. A primary problem is that
KEK does not collect approximately two-thirds of the value of
electricity delivered (this includes technical and commercial
losses and non-payment of bills). While this situation has
improved somewhat over the past year, the inability of XEK to
collect for the electricity produced means that KEK lacks the
financial ability to do required maintenance or make other
capital investments. Insufficient revenue generation is widely
considered to be the primary cause of KEK's inability to provide
24-hour electricity. Additionally, public perception of KEK is
very low, with a June 2006 survey revealing that 62% of Kosovars
view KEK as having a high level of corruption. Perceived
corruption at KEK is higher than any other institution surveyed.®

To this day, Kosovo experiences significant power outages and use
of generators is common. Unreliable energy is frequently cited
as the primary impediment to business expansion. Thus,
increasing KEK collections and attracting private sector
participation in the energy sector are among Kosovo's primary
objectives to achieve economic growth,

Many studies have been done on Kosovo's energy sector and the
Ministry of Energy and Mines (MEM) has produced the Energy
Strategy for Kosovo 2005-2015 (Energy Strategy). The Energy
Strategy emphasizes the need to attract private capital in the
development of new mines, construction of new generation
capacity, and rehabilitation of existing power plants.

The WB is implementing the Lignite Power Technical Assistance
Project (LPTAP). It is anticipated that in 2007 a tender will be
issued for selection of a developer that will develop new mines
and generation in Kosovo. In June 2006, Kosovo’s Prime Minister
signed the WB's Letter of Development Policy, which sets forth
policies for developing Kosovo's energy sector and lays the
groundwork for future cooperation between the World Bank and the
Kosovo government.

! Fast Facts on Kosovo Early Warning Report #13, June 2006, produced by UNDP with
support from USAID.
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Governance of Energy Sector
UNMIK and the Kosovo Trust Agency

Since 1999, Kosovo has been a UN protectorate, administered by
UNMIK under UN Resolution 1244. Economic sectors are under the
supervision of UNMIK Pillar IV, headed by the European Union. Of
particular relevance to KEK is the Kosovo Trust Agency (KTA).
Established by UNMIK in 2002, KTA has jurisdiction over all of
Kosovo’s Publicly-Owned Enterprises (POEs) and Socially-Owned
Enterprises (SOEs). KTA’s mandate is to administer and preserve
the value of the POEs and SOEs. KEK is a POE.

The Managing Director of KTA is provided by the EU and, to-date,
has always been an individual drawn from the international
community. KTA operates through two separate divisions, one for
POEs and one for SOEs. The Deputy Managing Director for each
division is a Kosovar. While KTA 1is allowed to privatize SOEs,
pursuant to UNMIK regulations, KTA does not currently have that
option for POEs.

The Ministry of Energy and Mines

Since 1999, UNMIK has gradually transferred competencies to the
Provisional Institutions of Self-Government (PISG). In November
2004 a new Ministry of Energy and Mining was established within
the PISG to provide a central ministry for energy policy and
planning. A copy of MEM’s strategy is available on their
website, www.ks-gov.net/mem.

Energy Regulatory Office and Independent Commission for Mines and
Minerals

The Energy Regulatory Office (ERO) was established in 2004, with
a board appointed in February 2006. There are five members on
its board -- three appointed by UNMIK and two appointed by the
Kosovo Assembly. The Independent Commission for Mines and
Minerals (ICMM) was established in January 2005 as the body for
all administrative affairs concerning mining in Kosovo. The ICMM
with its Governing Board (seven members appointed by UNMIK) acts
as an independent regulator to the mining industry and reports
directly to UNMIK.
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Legal Framework

Three laws guiding the energy sector were promulgated in July
2004: the Law on Energy, Law on Electricity and Law on the
Energy Regulatory Office. However, as noted earlier, UNMIK still
retains ultimate jurisdiction over Kosovo, notwithstanding that
most competencies have been transferred. Thus, for example, any
legal changes must be approved by UNMIK’'s Office of Legal
Advisor, and the UN’s Special Representative of the Secretary
General (SRSG) must sign and promulgate any laws and legislative
amendments.

Korporata Energjetike e Kosoves (KEK)
1. Management and Structure

KEK is currently managed by an international utility firm
from Ireland, Electricity Supply Board International
(ESBI), acting under contract from UNMIK KTA. However,
ESBI’s contract ends December 2006, at which time Kosovar
management will re-assume full leadership of KEK. Although
ESBI currently manages KEK, a Kosgovar co-director was
recently appointed.

In 2005, through assistance by EAR, KEK was incorporated
and is now governed by a Board of Directors. The board
members include: two KTA appointees (one of whom is
Chairman of the Board and both are currently international
experts), KTA Deputy Managing Director for POEs, KTA Budget
Director, Head of Pillar IV, KEK Managing Director,
Minister of Energy and Mines, Deputy Minister of Energy and
Mines, and an observer from UNMIK Pillar IV.

After incorporation, KEK has four core business divisions:
Mining, Generation, Network and Supply. Accounting
separation and asset valuation of these divisions is
underway, while other functions (Financial Management,
Human Resources, and Tariffs) remain with KEK Headquarters.
A legally separate Independent Transmission System and
Market Operator (ITSMO), one of the requirements of the
Energy Community Treaty for South Eastern Europe (ECSEE),
has been created.

KEK Network Division owns and maintains distribution system
assets, including wires, transformers and substations, and,
according to the Law on Energy, in the future will carry
out the Distribution Network Operator role. KEK Supply
Division is responsible for billings and collections, meter
reading, disconnections and re-connections, and customer
service.
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It is envisioned that further restructuring and unbundling
should occur during the time frame of this Project. Key
next steps, in accordance with the ECSEE Treaty, include
legal separation of remaining divisions into corporations,
design of the internal electricity market, and gradual
market opening. Full unbundling will require creating
functions in Network and Supply that are now carried out in
KEK Headquarters (strategic planning, financial management,
human resources, and tariff development). As part of this
process, contracts for services between the new
corporations will also need to be developed.

MEM's Energy Strategy of Kosovo 2005-2015 further
elaborates that KEK should gradually undergo legal
separation of certain activities, whereby they could be
undertaken by the private sector. The strategy also refers
to eventual privatization of lignite mining operations or
generation and mining complexes.

Transmission and Generation

KEK is a part of the high voltage single-zone
interconnection system of Europe and is interconnected with
Serbia, Montenegro, and with Macedonia via 400kV lines.
There is also a 220kV interconnection with Albania.
Furthermore, a new 400kV line to Albania is planned.

KEK supplies Kosovo with electricity from KEK's two
lignite-fired power plants, “Kosovo A” and “Kosovo B”.
Nominal installed generation capacity is 1513MW (five units
in “Kosovo A" and two units in “Kosovo B“). In addition,
there is a 35MW hydropower plant at the Gazivode artificial
lake that sells its power to KEK. Due to age, improper
maintenance, and lack of finance, the reliability and net
generation capacity of these plants have been seriously
compromised. In January 2006, only about 600MW was
available from one unit of “Kosovo A” and both units of
“"Kosovo B”, mainly due to the lack of coal. The two
“"Kosovo B” units, which started work in 1983/84, have
undergone major refurbishment (mainly European Commission
(EC) funded proijects) and presently their net availability
is 260 - 280 MW each. “XKosovo A", in its present state of
disrepair, has very modest generating capacity. KEK is not
always able to meet electricity needs and imports are
sometimes needed during peak hours.
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With KEK’'s power generation virtually 100% dependent on
coal supply, and lignite mining 98% dependent on KEK
electricity production, there is a reciprocal dependence
between lignite and power production. Estimated lignite
deposits are approximately 14 billion tons. There are
currently two open cast lignite mines (Bardh and Mirash) in
operation, supplying 6.5 million tons per year to KEK power
generation units. The latest estimation indicates that
mines currently in operation will be completely depleted by
2012, with a significant decrease of output starting from
2009. This alarming issue highlights the need for
investment in a new lignite mine. KEK has received an
exploration license for a new mine to be opened, namely
“Southwest Sibove” (SW Sibove), but there are considerable
difficulties in securing the financing of the necessary
investments. An EAR-financed study determined that €237.5
million investment is needed. An EAR funded Options
Analysis study will develop alternative packages for
private investment in SW Sibovc; existing generation
stations of Kosovo A:; and for private investment in the new
generation/mine capacities. A main goal of LPTAP is to
secure early private sector investment to meet this need.

KEK Financial Situation

From 1989-1999, virtually no capital expenditure has been
made in KEK. After the conflict, from 1999-2004, some €375
million was invested in KEK. Most prominently, €175
million was invested by the EC in the rehabilitation of
Kosovo B after it was damaged by lightning, and €60 was
used to repair parts of the distributions system damaged
during the conflict. An additional €300 million was spent
on electricity imports. Despite this, load-shedding was a
necessity throughout the period, and continues to this day.

In addition to the problems created by deficient

infrastructure, a culture of non-payment has left KEK near
bankruptcy. Recent data on commercial and technical losses
illustrate the crisis in KEK. In April 2006, KEK reported:

* Electricity billed as percentage of electricity
delivered to the grid: 66%

* Electricity collections as percentage of electricity
billed the previous month: 63%

* Electricity collections as percentage of electricity
delivered to the grid: 42%
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In financial terms:

* Value of the electricity billed in April 2006, €12.55
million; and

¢ Amount collected from the previocus month billed,
€7.88 million.

As noted earlier, between technical, commercial losses and
non-payment, two-thirds of the value of the electricity
delivered is lost. Performance is better during summer
months, but in terms of losses as a percentage of
electricity distributed, the situation is little changed
since 1999. Further compounding the problems of KEK is
energy theft. Illegal connections are rampant and a large
number of customers bypass and tamper with meters,
especially in winter months when energy consumption rises
substantially. Mechanisms for enforcing payment are weak
and, although KEK often wins in court against illegal
connectors, the courts are clogged with utility cases and
have large backlogs. 1In addition, there are problems
within KEK including weak management, lack of proper
processes and employee corruption. Inaccurate billing,
zero and negative bills, active customers put on the
passive customer lists - all fuel public perception of the
utility as vulnerable and corrupt (see attached KEK
Operational Report for April 2004 prepared by KEK
Institutional Strengthening Implementing Partner) .

To make up for the shortfall in revenue collection, a
significant portion of the Kosovo Consolidated Budget (KCB)
is transferred to KEK each year to import electricity and
for capital improvements. From 2000 through 2006, the KCB
has provided subsidies to KEK of approximately 335 million
euros. In 2005 KCB subsidized KEK in the amount of 50
million euro, of which 27.2 million euroc was for imports.
In 2006, planned KCB subsidies for KEK total 43.7 million
euro, of which 11.6 million euro is for imports.

In January 2006, ESBI initiated the “ABC” plan to address
capacity shortages and increasing import costs (including
16.7 million euro purchased and an additional 5.65 million
euro exchanged import in 2005). The “ABC” plan categorizes
consumers, at the 10 kV feeder level, into three groups
based on payment history. Best-paying customers (the “A”
group) receive electricity for 24 hours, a second tier of
payers (the “B” group) receives less reliable service
(based on power availability and demand factors). The
worst-payers (the “C” group) receive whatever power remains
after service is provided to the “A” and “B“ groups. This
plan has led to an increase in collection of billed energy
(in 1°° quarter of 2006 collections increased to 68%
compared to 52% of the same period of 2005); however this
plan did not reduce commercial losses.
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Soon after ESBI mobilized, a Network Failure Policy was
introduced. This policy emphasized the relationship
between bill payment and quality of service by requiring
that customers causing equipment failure (due to tampering
and overload) have service contracts and pay for service
before the equipment is repaired. ESBI reported that after
one year, more than €0.5 million collected from customers
was invested in network repair.

ESBI developed the Financial Recovery Plan 2010 which aims
to achieve several goals by 2010 including: international
levels of cash collection and billings; 24-hour service
starting in 2006; elimination of imports; and the ability
of KEK to raise its own financing for capital expenditures
for rehabilitation of power plants, mines and the
electrical networks. The plan estimates that capital
expenditure needed from 2005-2010 to be nearly €800
million. It is estimated that KEK should spend €55 million
per year on electrical networks alone.

The WB has also highlighted the need to increase KEK
collections, with a recent mission of fiscal experts citing

this as Kosovo’s “central fiscal issue”. The WB Letter of
Development Policy contains yearly goals for improving
collections.

KEK Task Force

Recognizing the continuing crises with the reliability and
financial viability of the electricity sector, in late 2005 a
UNMIK-PISG Task Force on Electricity Supply, Billing and Revenue
Collection (Task Force) was set up, chaired by the Minister of
Energy and Mining. Participants include representatives from
MEM, Ministry of Finance and Economy, Ministry of Labor and
Social Welfare, Ministry of Public Services, KTA, KEK, ERO, UNMIK
Pillar IV, Kosovo Police Service, Radio and TV of Kosovo, the WB,
USAID and EAR. The Task Force has the mandate to recommend
changes that will support KEK collection efforts.
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Recommendations may include changes to the legal framework,
administrative and judicial appeals systems, laws and procedures
for enforced disconnection and collection, etc. After the first
meeting, the Task Force proposed an eight-point action plan which
includes improvements or plans for the following areas:

* Plan for collection of bad debt;

* Legal enforcement;

* Public outreach programs;

* Direct payment of bills of budgetary organizations by the
Finance Ministry;

¢ Government guarantees for long term power import contracts;

* A budget line item for socially disadvantaged customers;
and

* Proof of utility payment requirements for customers when
obtaining licenses and permits, bidding on government
procurement contracts, or requesting official documents.

To-date, this Task Force has achieved little in the way of
concrete improvements. The United States Energy Association
(USEA) assessment report of June 2006 recommended a Secretariat
be established for this Task Force.

Regional Context

On behalf of Kosovo, UNMIK is a signatory of the ECSEE of 2005
http://www.seerecon.org/infrastructure/sectors/energy/, which
will create a single market for electricity throughout Southeast
Europe and beyond, and commits Kosovo to reforms in the energy
sector. It is expected that through the ECSEE there will be
opportunities for Kosovo to develop the power sector utilizing
its large lignite deposits, including development of export-
oriented new generation capacity. A Southeast Europe regional
least-cost generation expansion study completed in 2005 for the
EU and the WB indicated that a new lignite and power plant
complex in Kosovo is the least-cost option for the region
{(Southeast Europe Generation Investment Study (GIS)). Together
with a robust high voltage transmission system which largely
already exists, these investments would assure supplies to meet
Kosovo’'s needs as well as make available bulk exports into the
regional electricity market. Kosovo envisions that these
investments will be made by Independent Power Producers (IPPs).
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Donor Assistance to Energy Sector

1.

Assistance to KEK

USAID's primary assistance to KEK has been in one targeted
area - computerization of billing and collections. In
November 2000, USAID consultants began working with KEK's
Distribution Division to improve billing and collections.
Nearly all managers and supervisors (including professional
and technical workers) at that time in each KEK
Distribution Districts and KEK Distribution Headquarters
received training or attended seminars in management,
finance and accounting. Next, USAID provided software,
hardware and training to help KEK deliver bills, collect
payments, track losses and analyze billing and collection
issues (the “Customer Care Package” or “CCP"). & pilot cCCp
billing/collection software/hardware system was installed
in KEX in August 2002; the CCP was later installed in all
seven districts. The CCp improved the billing/payment
process and exposed systemic abuses. In 2004, after the
arrival of ESBI, USAID transferred ownership of CCP to KEX.
Under ESBI management, KEK hag continued use of the CCP.

From 2001 - 2003, KEX had donor-funded advisors, including
a USAID - funded advisor acting in the capacity of Power
Supervision Manager and Deputy Divisional Manager.
However, it became apparent that insufficient progress was
being made in changing KEK's management style and
operations. Thus, USAID, along with other donors such as
EAR and the Swedish International Development Cooperation
Agency, were instrumental in helping KTA hire an
international management firm to manage KEK. Through a
public and transparent open tender, KTA procured the
services of ESBI, which assumed the management of KEK on
June 15, 2004. The ESBI contract is slated to end Dec 31,
2006.

Because ESBl's performance was widely debated, especially
by MEM, USAID funded an independent assessment of ESBI's
performance as turn-around management. In April 2006, USEA
sent a team of experts who spent two weeks in Kosovo.,

Their report is attached. This team will make two more
one-week visits to Kosovo in 2006 to update their report.
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USAID also has an advisor constructing a power sector
strategic planning model for KEK. This model is a multi-
year, operational and financial planning tool providing
planners with the ability to perform comprehensive system
analysis, including the following: accurate representation
of all significant physical and financial flows in the
aggregate power system from lignite mining to retail
electricity consumption; a temporal dimension for all model
components that is routed in actual historic data and
extends forward to provide a ten year forecast; and
scenario analysis capabilities reflecting user-defined
“what-if” data inputs. This model should be completed by
December 2006.

Assistance to MEM and ERO

Since October 2005, USAID has provided a policy advisor to
the Minister of Energy and Mines through a project
implemented by Bearing Point. USAID has also assisted ERO
from its creation through intermittent technical
assistance. USAID’'s assistance to ERO focuses on secondary
legislation and rules, including those on disconnection,
licensing, authorization, and tariff methodology for the
electric sector. Advisors have helped prepare a Code of
Ethics and a Manual of Operation for ERO, and conducted
workshops on public participation on tariff reviews and on
how to conduct public meetings. USAID support to ERQO is
provided through a contract with Pierce Atwood and will end
this year. EAR also assists ERO with technical advice on
tariffs and operations.

A great deal of support has been provided to the energy
sector by other donors. EAR is the primary donor to the
sector, having spent more than €400 million in energy
projects since 1999. EAR advisors helped draft MEM's
Energy Strategy and helped establish the Independent
Transmission System and Market Operator. EAR/EC has funded
a €3million project for a computerized accounting system
{CAS) for KEK, complementary system to CCP. In addition, a
€2million EC funded programme for supporting the Revenue
Collection Strategy of KEK is in its final stage of
implementation. The program included supply of handheld
units for meter reading automation, supply of IT equipment
to support meter reading automation and for the new cash
offices, supply of vehicles for revenue collection and
disconnection teams and supply of a Geographic Information
System for KEK. A complementary action in this program is
a public awareness campaign for improving revenue
collection and for energy savings. As part of its
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technical assistance to the Ministry, EAR has funded a main
mining plan for the New Mine (Sibove), technical studies on
the rehabilitation of Kosovo A, a pre-feasibility study and
marketing plan for the new export-oriented lignite fired
power plant, and, in response to the urgent need to develop
new mines, EAR recently funded preparation of an interim
Mining Concept for development of the Sibovc South West
lignite mine. KfW is re-engaging support to the energy
sector with a grant for mining egquipment.

The WB is now a major actor in the energy sector, having
just signed the Letter of Development Policy with the PISG.
It is focusing its technical assistance on LPTAP, the
principal objective of which is to attract quality
investors into developing new mines and building a new
large power plant (Kosovo C). Increasing KEK collections
has been repeatedly identified by the WB as crucial for
attracting private investment under LPTAPD. Thus, this
Project will complement the goals of the LPTAP.

A.5 STATEMENT OF WORK

A.

Project Objective
This Project has the following principal objectives:

1. Support the Managing Director of KEXK to provide overall
strategic guidance to the company, with particular emphasis
on enhancing KEK's own revenues;

2. Increase collections through support to the Network and
Supply Divisions to accelerate potential future private
sector participation; and

3. Improve the institutional, policy and legal environment in
which KEK operates so that it is supportive of KEK's
collection efforts.

Although this Project is divided into three objectives, the tasks
share common goals. Thus, the Contractor shall be required to
integrate and coordinate all assistance to ensure the tasks are
complementary to each other. In addition, while these tasks are
organized as technical assistance to relevant functions within
KEK, the Contractor should seek to build consensus and encourage
ownership among KEK counterparts, relevant stakeholders and the
public regarding provided assistance. The Contractor shall seek
to maximize progress through integration of activities, including
good communication among advisors working in the specific areas
in order to coordinate relevant aspects of the tasks. A planned
MOU between USAID and KEK will address agreements on relevant
roles, responsibilities, etc., of the Contractor and KEK,
respectively.
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Following the three main objectives listed above, this Project 1is
divided into 3 main objectives as cutlined below:

Objective 1: Support to the Managing Director of KEK

The goal of this objective is to ensure a smooth transition from
international to local management and, in particular, to
strengthen managerial capacity and skills at the highest level of
KEK management during the life of the project. To achieve this,
the Contractor shall assume an advisory position to the Managing
Director (MD) of KEK. The Contractor shall advise on structural,
operational, and financial management of the company in order for
MD to make more informed decisions. The Contractor shall assist
to improve strategic planning, capital and operating budgeting,
and accounting and financial systems. The Contractor shall help
the MD evaluate the existing functional divisions amonyg KEK
Network and KEK Supply, as well as between KEK Networks and the
Transmission System and Market Operator. It should be understood
that the position of Advisor to MD is not to provide advice on or
become enmeshed in daily issues that arise, but rather to ensure
that KEK is a well-run organization with a focus on enhancing
KEK's own revenues.

USARID will consult with the MD on the Contractor’s role in this
position and will draft terms of reference delineating the role
and responsibilities of this advisor. The terms of reference
will be incorporated intoc the MOU with KEK.

[The indicators listed below are illustrative. The Contractor’s
proposal must include specific indicators which will clearly
demonstrate progress towards order objectives and the result of
each project component. The final order will include the
specific indicators proposed by the successful Contractor. The
Contractor is expected to propose realistic, convincing and
specific additional/alternative indicators and timeframes.
Proposed indicators will be evaluated as described in the
evaluation criteria. During implementation, the Contractor shall
be evaluated upon the effectiveness of its performance in
achieving the project’s overall objectives, not on simply whether
certain results and deliverables were completed.]

Illustrative Intermediate Indicators:

By end of year one, KEK operations are significantly smoother due
to increased management capacity of MD and deputies (the current
environment of daily crisis management is replaced by a more
normal management environment); this will entail developing MD's
ability to formulate medium and long-term plans and goals, and to
and improve all business processes at KEK.
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By end of year one, MD has basic skills for managing KEK. The MD
will understand what kind decisions belong to the MD and will
appropriately make decisions and take actions; will delegate
responsibilities appropriately; will understand and implement
organizational behavior and change management concepts to improve
institutional performance; will be able to think critically; will
understand ethical and conflict of interest issues. (Training
for this should involve both formal and on-the-job training.)

Task Order Results:

By end of year two, MD is fully trained and capable to
independently carry out his or her functions. The MD will be an
effective manager, will have re-structured KEK appropriately,
will have appropriately delegated responsibilities so that KEK
operations run smoothly, will have established best practice in
financial management through delegating and appropriately
monitoring these responsibilities to a CFO having the skills and
experience to manage finances of a large organization. Also by
end of year two, KEK management structure will have depth in that
deputies to MD will have basic management skills (such as those
enumerated for MD after year one).

Objective 2: 1Increase collections through support to the Network
and Supply Divisions to accelerate potential future
private sector participation °?

The goal of this objective is to improve the performance of the
Network and Supply Divisions with a primary goal of improving
collections. As part of this objective, the Contractor shall be
expected to prepare a priority investment plan for Network and
Supply and seek to mobilize International Financial Institutions
(IFI) financing.

The Contractor shall propose the scope for an external yearly
performance audit of the Network and Supply Divisions. The audit
shall include, but not be limited to, system operations and
management processes to identify inherent risks, assess internal
controls and procedures, and propose measures to mitigate such
risks. Subsequent yearly audits will be useful in measuring

performance of these functions. (The Contractor is not expected
to fund the audit, rather this shall be determined by the MOU
with KEK.)

 There have been discussions about putting Network and Supply under a single manager;

Contractor will be expected to make recommendations in this regard.



g

Task Order Number: 04

Indefinite Quantity Contract Number: EPP-I-00-03-00008-00
Page 17 of 44

Managerial and Technical Improvement of KEK Network: KEK Network
Division owns and maintains Distribution system wires,
transformers and substations, including meter reading of
industrial customers. According to the Electricity Law of 2004,
this division in the future will carry out the role of a
Distribution Network Operator. The Contractor shall make KEK
Network an efficiently-functioning division, which will include
improved daily operations, implementation of a financial and
management system, strengthened planning and maintenance
programs, improved procedures for issuing permits for new
connections on the grid, and reduced technical and commercial
losses.

To achieve these results, the Contractor shall review established
policies and propose modifications and improvements; ensure
Network develops and implements a maintenance plan; prepare an
action plan to rationalize the existing legal, ownership,
certification, access and maintenance/calibration meter
situation; propose needed reforms in secondary legislation and
regulatory rules governing metering; and provide management
assistance to KEK Network to implement the action plan.

Managerial and Financial Improvement of KEK Supply: KEK Supply
is responsible for billings and collections, meter reading,
disconnections and re-connections, and customer services, The
Contractor shall turn this into an efficiently-functioning
division, including improved daily operations, implementation of
financial and management systems, an improved billing and
collection system, an increased number of billed customers,
improved management of the revenue stream, implementation of
internal controls and audits, enforced procedures to identify and
remedy irregularities and abuses, implementation of disconnection
and re-connection rules, collection of arrears and improved
customer service,

The Contractor shall review policies, including established
disconnection measures, to assess their adequacy and make
recommendations to improve implementation. The Contractor shall
provide assistance in the normalization of the billings and
collections in Northern municipalities of Kosovo, and other areas
where customers are not presently billed and meters not read.
Other areas of assistance will include revisions of rules on
access to meters, clarification of meter ownership, complexities
of the tariff and the customer bill, certification of meters,
illegal connections, meter tampering, and management of meter
reading procedures.
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Illustrative Intermediate Indicators:

During or by the end of year one:

By end of year one, discussions with IFIs for necessary
investment support to KEK are in progress (in conjunction with
Objective 1);

By end of year one, Network and Supply are belng managed
effectively such that divisions are working towards common goals
(in conjunction with Objective 1);

The trend in commercial losses is downward;

Number of identified irregularities and abuses on the customer
database are reduced by 75% compared to previous year;

Number of incorrectly issued bills is reduced by 75% compared to
previous year;

Inaccurate passive customers are largely eliminated;

Within 3 months, develop and begin implementation of a
maintenance plan for Network:

Within 3 months, effective disconnection measures are being
implemented; and

Within 6 months, all payments to KEK are made through commercial
banking system; no cash payments are being made.

Task Order Results:

Ratio of billed vs. delivered electricity is 70%;
Ratio of revenues collected vs. billed energy is 88%;

Accurate disconnection orders are being carried out with support
from law enforcement when necessary;

Number of customer complaints filed with KEK and ERO has
decreased by 50% compared to previous year;

Implementation of the priority investment package for Network has
achieved substantial progress;
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Identified irregularities and abuses in the customer database are
eliminated;

Incorrectly issued bills are eliminated; and
The maintenance plan for Network is implemented.

Objective 3: Improve the institutional, policy and legal
environment

The Contractor shall work closely with, and possibly lead, the
Task Force in identifying obstacles to KEK collection efforts in
order to propose implementable solutions. The Contractor shall
take an active role in building consensus among the various
stakeholders regarding needed reforms. The Contractor shall
propose specific changes to laws, institutional arrangements,
etc., and work actively to build support for reforms.

Illustrative Intermediate Indicators:

Supportive laws relating to collection and disconnection are
enacted;

Judges are trained in relevant laws and understand the need to
enforce them;

PISG ensures that all civil servants and all PISG organizations
pay electric bills;

Payment of KEK bills is being enforced through rational and sound
legal framework and a properly functioning dispute resolution
mechanism; administrative dispute resolution system is being
implemented, largely eliminating electricity cases from being
filed in court;

Social safety net is in place; and

Public perception of KEK is significantly improved, particularly
as to corruption.

Task Order Results:

Legal and institutional frameworks and procedures reflect best
practice for collecting utility payments and are being
implemented effectively; and

Public perception of KEK has dramatically improved so that most
people believe KEK is reputable company, operating efficiently
and largely without corruption.
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Results Reports

The Contractor shall submit the following within 90 days of the
effective date of the Task Order.

* Develop a report on KEK’s management structure and
operations with recommendations for improvement;

¢ Develop recommendations for improved policies for each
division;

¢ Develop a plan to modernize KEK’s financial management;
¢ Develop a maintenance plan for Network;

o Develop a corrective action plan for Supply to address
identified irregularities and abuses on the customer
database;

s Develop an action plan for Network aimed at (1) reducing
technical losses, and (2) rationalizing existing legal and
procedural matters regarding meter ownership,
certification, access, maintenance, calibration;

e Prepare a report making recommendations on enhancing
customer service and public relations; and

¢ Prepare a report for the Task Force containing a list of
actions to be taken including assigned responsibilities,
timelines, budgetary requirements, and monitoring and
reporting plans.

The Contractor shall submit the following within 180 days of the
effective date of the Task Order.

¢ Develop a strategy for private sector participation in
Network and Supply (in conjunction with Objective 2); and

¢ Prepare a priority investment package for Network.
Cross-Cutting Themes

USAID/Kosovo's Strategic Plan for 2004-2008 identifies five
cross-cutting factors as having a profound affect on the
development environment in Kosovo. They are, specifically: 1)
conflict mitigation (specifically, returns and reintegration); 2)
corruption; 3) youth; 4) gender; and 5) human capacity building.
Activities in this program will have direct impact on corruption
and human capacity building.
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Anti-corruption measures should be included in every area of
assistance. In particular, in financial transparency of Network
and Supply divisions, mechanisms can be included to ensure that
opportunities for corruption are minimized. Systems that utilize
best international practices that maximize transparency and
accountability and minimize opportunities for corruption must be
established.

As a technical assistance project aimed at improving collections
of the electric utility, there are minimal gender issues to take
under consideration. However, the Contractor shall be sensitive
to gender issues and every attempt will be made to ensure
participation of all groups in project activities. Gender
considerations will be factored into training plans and the
Contractor shall provide training opportunities with an awareness
of gender considerations and, if appropriate seek to increase
participation of women in the sectors in which the Project works.
Data on gender, age, ethnicity and other factors will be
disaggregated under the activity, as appropriate.

The Contractor is expected to take a proactive approach to
incorporating relevant cross-cutting themes into the Project and
is required to incorporate these themes into all performance
monitoring and reporting.

Performance-Based Management System (PBMS)

The Contractor shall develop and submit a Performance-Based
Management System (PBMS) for monitoring performance and impact.
It will be an on-going, collaborative process with the
participation of the Contractor, USAID/Kosovo, and other partners
and stakeholders. Therefore, the design and implementation of a
comprehensive PBMS, which measures impact on order
results/objectives will be an integral part of the implementation
of this Task Order.

It is expected that the data will be collected at least annually
and will be coordinated with USAID. The PBMS should be two-
tiered and include: 1) measures (disaggregated by gender when
appropriate) of overall performance and impact of the activities
carried out under the Task Order (the Contractor is held
accountable); and 2) measures progress against the objective and
results expressed in the order. The PBMS should also include
mechanisms through which findings can be incorporated, on a
continual basis, into the implementation process.
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A6 REPORTS

A.

Work Plan

The Contractor shall submit the first Annual Work Plan to the
USAID Cognizant Technical Officer (CTO) that encompasses all
relevant activities for the development and implementation of
tasks detailed by quarter within 45 days of the effective date of
the Task Order.

The initial Work Plan shall contain a PBMS. The Work Plan will
be developed in close collaboration with KEK and other donors to
ensure it meets their needs and to coordinate all activities.
This will enhance the likelihood that program interventions will
be sustained beyond the life of the Task Order. In the event of
changes in funding during the Task Order period, the Contractor
shall be requested by USAID/Kosovo to modify its implementation
plan in accordance with directives associated with those changes.
Subsequent Annual Work Plans should be submitted not less than 45
days prior to the anniversary date of the Task Order.

Each Work Plan should include, at a minimum:

* Proposed accomplishments and expected progress towards
achieving Task Order results, and performance measures tied
to the Monitoring and Evaluation Plan;

* A timeline for implementation of the year's proposed
activities, including target completion dates;

®* Information on how activities will be implemented;

* Personnel required for achieving proposed targets;

* Major commodities to be procured;

* Details of collaboration with counterparts and other
stakeholders and other USAID-funded partners; and

* How the Contractor shall make effective use of any time
during which counterparts are not readily accessible. For
example, during summer months, counterparts may be
unavailable or not actively engaged in management and
improvement efforts. The Contractor’s Work Plan will
detail how the Contractor shall use this time usefully to
move forward in achieving the Project goals.

The second year Work Plan should include a strategy to enable
USAID to begin progressively phasing out technical assistance in
all areas of support by the end of this Project, enumerating
proficiencies expected by counterparts and a strategy for
achieving them (including resource needs) and including long-term
needs that may require donor assistance after this Project.
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Quarterly Performance Report

The Contractor shall submit the Quarterly Performance Report to
USAID within five business days after the end of the quarter.
These reports shall be brief and concise reports that describe
progress made towards objectives, measured against results, and
that identify implementation issues that may inhibit or enhance
Contractor performance.

In addition, the Quarterly Performance Report should contain:

* Progress (activities completed; benchmarks achieved;
performance standards completed) since the last report;

* Comparing progress to planned achievements under the Work
Plan and Performance Based Management System.

* Problems encountered and whether they were solved or are
still outstanding;

* Proposed solutions to new or ongoing problems;

* Documentation of best practices that can be taken to scale;

* List of upcoming events with dates.

Success Stories

The Contractor shall report on available Success Stories that
highlight the ways, which the program is benefiting the local
people. These success stories should identify: (1) what
activities were supported by USAID; (2) who benefited from these
activities; (3) how these activities changed the lives of
beneficiaries. These Success Stories will be used by USAID in
communications with key constituents and possible posting on
USAID websites. Success Stories should not exceed more than one
page in length.

Monthly Financial Voucher

The Contractor shall submit the Monthly Financial Voucher to
USAID within five business day after the end of the month,
subject to CTOs approval.

The Monthly Financial Voucher shall be identified by the Award
Number and shall state the total costs for which reimbursements
is being requested. The Monthly Financial Voucher should contain
monthly expenditure, which will contain a summary page, with the
total award budget, which reflects spending by category for the
month and show cumulative spending to-date. TIf there are
significant accrued expenditures for the month being reported
upon, which for some reason have not yet been billed to the
Award, the Contractor shall include a brief note to that effect,
with the specific amount involved, thus enabling the CTO to
accurately track the KEK Program’s expenditure.
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Regular Contact and Periodical Meeting with USAID

Maintain reqular contact and meet periodically with USAID to
discuss Contract implementation status, issues, requirements, and
opportunities. The Chief of Party will need to be available to
USAID on a regular basis. Resident consultants are required to
brief USAID and provide written updates at regular intervals and
short-term advisors are required to brief USAID if requested.,

Immediately inform USAID of any impediments that will lead to an
inability to accomplish objectives. Immediately inform USAID of
any requests for modification of this Statement of Work.

Identify additional technical support needs to USAID.
Contractor’s definition of needs should not be released to
Kosovar counterparts until clearance is obtained from USAID.

Annual Report

The Contractor shall submit the Annual Report to USAID within 30
days after the close of the first year, describing success in
achieving each of the yearly indicators. The Annual Report will
be used by USAID to assess performance over the previous vear and
to assess the status of the Project in relation to the time
remaining for performance.

Completion Report

The Contractor shall prepare a Completion Report within 30 days
following the estimated completion date of the Task Order, which
will highlight the following:

1. Level of success in attaining stated deliverables and/or
reasons for not attaining deliverables. This should
include a line item comparison of the tangible results
enumerated in Contractor’s annual work plans.

2. Any opportunities for further refinement, enhancement,
logical extension, or expansion of the completed work and
how it fits into USAID's strategic objectives in Kosovo.

3. Any perceived problems, vulnerabilities, or weaknesses in
the assistance provided, with any recommendations for
addressing the identified weaknesses.
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A.7 SPECIAL INSTRUCTIONS

A.

Documentation and Training Materials. The Contractor shall
produce well-documented materials as appropriate in the course of
the Project. These documents should be instructive, streamlined,
adaptable to various situations and the Kosovar market
environment, and written in Albanian, Serbian and English, where
appropriate. The Contractor may also produce documentation and
guidelines that may be used for replication by other divisions in
KEK or other institutions. When USAID-funded technical
assistance is used in a significant way to produce document or
training materials, however, a brief acknowledgement may be added
on the title page or in the preface that identifies the
contributions of the parties, refers to the rights in data clause
of the contract, and grants to Kosovar institutions a general
license to use the training materials for their intended purpose.

Skill Transfer. Maximize rapid skill transfer to Kosovars at a
competency level which assures that Kosovars can perform all
tasks and maintain all systems at fully operational levels
without Contractor assistance as soon as practicable.

Coordination. Coordinate all related tasks with other
appropriate USAID projects and assist Kosovar counterparts with
coordinating activities with other appropriate Kosovar

institutions as situations warrant.

On Site Reguirements. Contractor shall make a firm commitment to
make its best efforts to retain consultants on-site for the
duration of the project and their involvement in it. Consultant
travel off-site should be limited to essential trips related to
the project and be approved by the USAID CTO.

Coordination and Cooperation. During the course of the work,
other institutions and foreign consultants may simultaneously
undertake selected initiatives related to the management
improvement of KEK. To ensure the succegs of the effort,
coordination and team work will be required to get the job done
quickly, efficiently, and effectively. Unnecessary duplication
of past efforts should be avoided and, instead, consultants
should work in a collaborative spirit, sharing information and
lessons learned.

Required Approvals. Contractor shall obtain the approval of the
USAID CTO if personnel assigned to this Project shall be out of
Kosovo or working on projects in any other country at any time
during the implementation of this project.
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G. Media Relations. The Contractor shall obtain the approval of the
USAID CTO and consult with appropriate officials of the relevant
host country entity prior to engaging in interviews with foreign
or local press, releasing press releases, holding news
conferences, or engaging other communications with the news media
regarding activities related to this Statement of Work, and
obtain approval from the USAID CTO before engaging in contact
with U.S. media organizations. The Contractor agrees to
coordinate such communications with the relevant host country
counterpart (s) and the USAID CTO to ensure that the role of the
counterpart (s) is accurately explained and described.

A.8 GENDER CONSIDERATION

In accordance with USAID’s recognition that gender issues are important
considerations in development, the Contractor shall look for gender
implications or opportunities during performance. The Contractor shall
make its best effort to evaluate gender considerations and
opportunities for participation in the activity, as well as to define
gender-based barriers to achieving some of the tasks outlined in this
Task Order. If such barriers are outlined, the Contractor shall
propose an approach to eliminate them in the proposal. The Contractor
shall be required to report gender-disaggregated data as and when
appropriate.

A.9 ADDRESS FOR CENTER FOR DEVELOPMENT INFORMATION AND EVALUATION (CDIE)

The Contractor shall provide one (1) copy of the Final Report to the
Bureau for Program and Policy Coordination/Center for Development
Information and Evaluation (PPC/CDIE) in accordance with AIDAR 752.7005.
The address to submit the Development Experience Documents is, as
follows:

USAID Development Experience Clearinghouse (DEC)
8403 Colesville Road, Suite 210

Silver Spring, MD 20910, USA

E-mail: docsubmit@dec.cdie.org;

Fax: (301) 558-7787; and

On-line Address:

http://www.dec.org/index.cfm? fuseaction=docsubmit . home

A.10 COGNIZANT TECHNICAL OFFICER

The Cognizant Technical Officer for this Task Order will be designated
by a separate Memorandum.
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TECHNICAL DIRECTIONS/RELATIONSHIP WITH USAID

The technical directions during the performance of the Task Order shall
be provided by the Task Order Cognizant Technical Officer (CTO) or
Alternate Task Order Cognizant Technical Officer, pursuant to Section
G.3 of the Indefinite Quantity Contract (IQC) Number:
EPP-I-00-03-00008-00.

KEY PERSONNEL

In accordance with Section F.6 of the Indefinite Quantity Contract, the
following positions are considered key:

Name of Individual Position
{b)4)

The positions and individuals specified above have been designated as
and are considered to be essential to the successful completion of the
objective of this Task Order. Prior to replacing any of the specified
individuals for this position, the Contractor shall immediately notify
the Contracting Officer (CO) and USAID Cognizant Technical Officer
(CTO) reasonably in advance and shall submit written justification
(including proposed substitutions) in sufficient detail to permit
evaluation of the impact on the program. Failure to provide Key
Personnel designated above may be considered non-performance by the
Contractor unless such failure is beyond the control, and through no
fault or negligence of the Contractor. The Contractor shall
immediately notify the €O and CTO of any Key Personnel's departure and
the reasons therefore. The Contractor shall take steps to immediately
rectify this situation and shall propose a substitute candidate for
each vacated position along with a budget impact statement in
sufficient detail to permit evaluation of the impact on the program.
No replacement of personnel shall be made by the Contractor without the
written consent of the Contracting Officer and Cognizant Technical
Officer.
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APPROVAL OF SALARIES

The salaries for the following individuals are hereby approved as

reflected on the AID Form 1420-17 - Contractor Employee Biographical

Data Sheets submitted with the Contractor’s Proposal, as revised, and

accepnted by USAID:
{L)4)

The salaries of all other individuals not listed above will require the
prior written approval of the Contracting Officer.

The salaries of all other Third Country Nationals (TCNs) and
Cooperating Country Nationals (CCNs) not listed above will require the
prior written approval of the Contracting Officer.

CONSENT TO SUB-CONTRACT

Pursuant to the clause of the Indefinite Quantity Contract, entitled
“Sub-Contract” (FAR 52.244-2), the Contracting Officer consent is
hereby provided for the placement of the following Sub-Contract for

professional/technical services:

Sub-Contractor Estimated Amount

Hunton and Williams
Financial Stimulus, Ltd.
Vitelli and Associates !

The Contracting Officer shall approve all salaries paid under Cost-
Reimbursement Sub-Contracts (note that a Purchase Order issued by a
Contractor is a Sub-Contract); and any other type of Contract in which
the actual salary of the individual to be used under the Contract or
Task Order is required in order to establish the price or the fixed
unit rate of the Contract or Task Order (which may include Non-
Competitive Firm-Fixed Contract, or Indefinite Quantity Contracts using
a "multiplier”).
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PERIOD OF PERFORMANCE

The period of performance of the Task Order shall commence on the date
indicated in Block 7 of the Cover Page and the estimated completion
date as indicated in Block 8 of the Cover Page.

Pursuant to Section F.3 of the Indefinite Quantity Contract (IQC), the
CTO has the authority to extend the estimated completion date without
additional cost, provided that the extension does not cause the elapsed
time for completion of the work, including the furnishing of all
deliverables, and not to extend beyond 60 (sixty) calendar days from
the original estimated completion date set forth in the Task Order,
Prior to the original estimated completion date, the Contractor shall
provide a copy of the Cognizant Technical Officer's written approval
for any extension of the term of this Task Order to the Contracting
Officer. 1In addition, the Contractor must attach a copy of the
Cognizant Technical Officer's approval to the final voucher submitted
for payment. The CTO may grant more than one extension of less than 60
days, but the total number of days the Task Order is extended may not
exceed 60 days. Only one 60-day CTO extension is authorized for this
Task Order, regardless of any modifications to the Task Order executed
by the Contracting Officer, including formal extensions of the Task
Order completion date or revisions to the Statement of Work.

It is the Contractor's responsibility to ensure that the Cognizant
Technical Officer-approved adjustments to the original estimated
completion date do not result in costs incurred that exceed the
Estimated Cost-Plus-Fixed-Fee of this Task Order. Under no
circumstances shall such adjustments authorize the Contractor to be
paid any sum in excess of the Task Order.

Proposed adjustments to the period of performance of a Task Order,
which would cause the elapsed time for completion of the work to exceed
60 calendar days beyond the original completion date must be approved
in writing and in advance by the Contracting Officer.

PAYING OFFICE
The Paying Office of this Task Order is, as follows:

Controller’s Office

USAID/Kosovo

Arberia, Ismail Qemali Street Number: 1
10000 Pristina

Kosovo
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Indefinite Quantity Contract Number:

ACCOUNTING AND APPROPRIATION DATA

Basic Task Order

MAARD Number:

Objective Number (ON) :

Program Area Number (PAN):
Program Element Number (PEN) :
Program Sub-Element Number (PSN):
Benefiting Geographic Area (BGA):
Operating Unit (0U) :

Expanded Object Class Code (EOCC) :

Reservation Control Number (RCN):
Funding Source:

Appropriation:

Fund Code (FC):

Allotment Code (ALC) Number:
Distribution:

Accounting Line Number: 1

Obligated Amount:
Program Sub-Element Number (PSN):

Accounting Line Number: 2
Obligated Amount:

Program Sub-Element Number (PSN):
Total Amount Obligated:

BUDGET

The Contractor shall accomplish the results described in the Statement

Task Order Number:
EPP-I-00-03-00008-00
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167-MAARD-A4-A17-7008

A4

Al7

RO69

A030% and A0310

167

Kosovo

4100301

1767001

Special Annual Initiative
Support Eastern European
Democracy (AI-SEED) Funds
726/71010

AI-07

72-13

167-M

]

AD309

of Work for the consideration set forth below:

CLIN 001 Labor

CLIN 002 Fringe Benefits

CLIN 003 Overhead (Full OH and Field OH)
CLIN 004 Independent Consultant Labor
CLIN 005 Sub-Contractor Costs

CLIN 006 Other Direct Costs

CLIN 007 Indirect Costs (G&A and MH&S)

Total Estimated Costs

Fixed-Feae

Total Estimated Cost-Plus-Fixed-Fee:
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*Pending establishment of revised provisional or final indirect cost rates,
Indirect Costs shall be reimbursed on the basis of the approved Negotiated
Indirect Cost Rate Agreement (NICRA} dated March 9, 2006, until amended.

(a) The Contractor shall not be paid any sum in excess of the Total
Estimated Cost-Plus-Fixed-Fee or the Total Obligated Amount,
whichever is less.

(b) The estimated cost for the performance of the work required
hereunder,kexclusive of Fixed-Fee is $4,429,382. E%%mElxedWMee
1s{m“3 ; The Estimated Cost-Plus-Fixed-Fee 15{

(c) Within the estimated Cost-Plus-Fixed-Fee specified in paragraph

(b} above, the amount currently obligated and available for
reimbursement of allowable costs incurred by the Contractor (and
payment of fee, if any) for performance hereunder is oM
The Contractor shall not exceed the aforesaid obligated amount.

(d) Funds obllqated hereurder are anticipated to be sufficient
through{ )~;‘,_
(e) The inclusion of any costs in the above budget does not obviate

the requirement for prior approval by the Contracting Officer of
cost items designated as requiring prior approval by any of the
terms and conditions of the Task Order/Indefinite Quantity
Contract including the applicable cost principles (see FAR
52.216~-07 entitled “Allowable Cost and Payment” ), nor does it
constitute a determination of allowability by the Contracting
Officer of any item of cost, unless specifically stated elsewhere
in the Task Order/Indefinite Quantity Contract.

(£f) The Contractor agrees to furnish data, which the Contracting
Officer may request on costs expended or accrued under this Task
Order in support of the budget information provided herein.

PERFORMANCE STANDARDS

The Contractor’s performance shall be evaluated annually in accordance
with the Performance Standards in Section G.10 of the Indefinite
Quantity Contract.

DUTY POST

The Duty Post for this Task Order is Kosovo. Any work to be conducted

outside Kosovo, with the exception of the Home Office Project Manager,
shall require advance written approval of the USAID CTO.
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A.21 USE OF GOVERNMENT FACILITIES OR PERSONNEL

(a) The Contractor and any employee or consultant of the Contractor
is prohibited from using U.S. Government facilities (such as
office space or equipment), or U.S. Government clerical or
technical personnel in the performance of the services specified
in the Task Order, unless the use of Government facilities or
personnel is authorized in advance, in writing, by the
Contracting Officer.

(b) If at any time it is determined that the Contractor, or any of
its employees or consultants, have used U.S. Government
facilities or personnel either in performance of the Task Order
itself, or in advance, without authorization in writing, by the
Contracting Officer, then the amount payable under the Task Order
shall be reduced by an amount equal to the value of the U.S.
Government facilities or personnel used by the Contractor, as
determined by the Contracting Officer.

(c) If the parties fail to agree on an adjustment made pursuant to
this clause it shall be considered a "dispute" and shall be dealt
with under the terms of the "Disputes” clauses of the Task
Order/Indefinite Quantity Contract.

LOGISTICAL SUPPORT

The Contractor shall be responsible for providing or arranging for all
logistic support needed to successfully complete the Task Order.

ACCESS TO CLASSIFIED INFORMATION
The Contractor shall not have access to classified information.
WORK WEEX

The standard work week in Kosovo is from Monday through Friday.

The Contractor is authorized to work a five-day (5) work week. Short-
term Expatriate Consultants may be authorized a six-day (6) work week
with no premium pay on a case-by-case basis with the prior written
approval of the Cognizant Technical Officer.

LANGUAGE REQUIREMENT

The proficiency in the English language is required to accomplish the
requirements of this Task Order. Fluent English is required for
Contractor’s long- and short-term expatriate professionals. Contractor
should anticipate that some documents produced under this Contract
(excluding those produced for USAID) may need to be provided in
Albanian, Serbian and English.
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AUTHORIZED GEOGRAPHIC CODE

The authorized geographic code for procurement of goods and services
under this Task Order is 000 (United States). However, local
procurement in the cooperating country is authorized within the
parameters specified in 22 CFR 228.40, “Local Procurement.”

INDEFINITE QUANTITY CONTRACT

This Task Order is under the Indefinite Quantity Contract (IQC) Number:
EPP-I-00-03-00008-00 with PA Government Services, Inc. All Contract
Clauses by reference or in full text under the IQC as appropriate are
applicable to this Task Order.

IMPLEMENTATION OF SECTION 579, 2003 APPROPRIATION ACT -
REPORTING FOREIGN TAXES

(a) The Contractor must annually submit a report by April 16 of the
next year.

(b) Contents of Report. The reports must contain:

(1) Contractor name.

(ii) Contact name with phone, fax and email.

(1ii) Contract number and Task Order number (s).

(iv) Amount of foreign taxes assessed by a foreign government
[each foreign government must be listed separately] on
commodity purchase transactions valued at $500 or more
financed with U.S. foreign assistance funds under this
agreement during the prior U.S. fiscal year. NOTE: For
fiscal year 2003 only, the reporting period is February 20,
2003 through September 30, 2003.

(v) Only foreign taxes assessed by the foreign government in
the country receiving U.S. assistance are to be reported.
Foreign taxes by a third party foreign government are not
to be reported. For example, if an assistance program for
Lesotho involves the purchase of commodities in South
Africa using foreign assistance funds, any taxes imposed by
South Africa would not be reported in the report for
Lesotho (or South Africa).

(vi) Any reimbursements received by the Contractor during the
period in (iv) regardless of when the foreign tax was
assessed plus, for the interim report, any reimbursements
on the taxes reported in (iv) received by the Recipient
through October 31 and for the final report, any
reimbursements on the taxes reported in (iv) received
through March 31.
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(vii) The final report is an updated cumulative report of the
interim report.

{viii)Reports are required even if the Contractor did not pay
any taxes during the report period.

(ix) Cumulative reports may be provided if the Contractor is
implementing more than one program in a foreign country.

Definitions. For purposes of this clause:

(1) "Agreement” includes USAID direct and country contracts,
grants, cooperative agreements and interagency agreements.

(11) “Commodity” means any material, article, supply, goods, or
equipment.

{iii) “Foreign government” includes any foreign governmental
entity.

(iv) “Foreign taxes” means value-added taxes and custom duties

assessed by a foreign government on a commodity. It does
not include foreign sales taxes.

Where. Submit the reports to:

Mailing Address: Mr. Peter Duffy
Program Officer
Program and Project Development Office
USAID/Kosovo
Arberia, Ismail Qemali Street Number: 1
10000 Prigtina

Kosovo
E-Mail: pduffy@usaid.gov
Fax Number: 381-38-249-493

Subagreements. The Contractor must include this reporting
requirement in all applicable subcontracts, subgrants and other
subagreements.

For further information see

http://www.state.gov/m/rm/c10443.htm
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USAID DISABILITY POLICY -~ ACQUISITION (DECEMBER 2004)

(a)

The objectives of the USAID Disability Policy are: (1) to
enhance the attainment of United States foreign assistance
program goals by promoting the participation and equalization of
opportunities of individuals with disabilities in USAID policy,
country and sector strategies, activity designs and
implementation; (2) to increase awareness of issues of people
with disabilities both within USAID programs and in host
countries; (3) to engage other U.S. government agencies, host
country counterparts, governments, implementing organizations and
other donors in fostering a climate of nondiscrimination against
people with disabilities; and (4) to support international
advocacy for people with disabilities. The full text of the
policy paper can be found at the following website:

http://www.usaid.gov/about/disability/DISABPOL.FIN.html.

USAID therefore requires that the Contractor not discriminate
against people with disabilities in the implementation of USAID
programs and that it make every effort to comply with the
objectives of the USAID Disability Policy in performing this
Contract. To that end and within the scope of the contract, the
Contractor’s actions must demonstrate a comprehensive and
consistent approach for including men, women and children with
disabilities.

MANAGEMENT OF INFORMATION TECHNOLOGY RESOURCES

Pursuant to ADS 547, Information Technology (IT) is defined as follows:

Information Technology

(A)

The term ‘information technology', with respect to an executive
agency means any equipment or interconnected system or subsystem
of equipment, that is used in the automatic acquisition, storage,
manipulation, management, movement, control, display, switching,
interchange, transmission, or reception of data or information by
the executive agency. For purposes of the preceding sentence,
equipment is used by an executive agency if the equipment is used
by the executive agency directly or is used by a Contractor under
a contract with the executive agency which (i) requires the use
of such equipment, or (ii) requires the use, to a significant
extent, of such equipment in the performance of a service or the
furnishing of a product.
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(B) The term ‘information technology' includes computers, ancillary
equipment, software, firmware and similar procedures, services
(including support services), and related resources.

(c) Notwithstanding subparagraphs (A) and (B), the term “information
technology' does not include any equipment that is acquired by a
Federal Contractor incidental to a Federal contract. (Souxce:
Clinger-Cochen Act) (Chapters 541-548, 552)

1. The Contractor shall maintain accountable property records
of IT resources. These records must ldentify each
accountable item of U.S. Government-funded property
acquired or furnished under the contract in a format
acceptable to the Contracting Officer and must be furnished
to the Contracting Officer six months after the effective
date of the contract or Task Order and thereafter annually
based on the effective date of the contract.

2. In the event any IT resources are lost, stolen, destroyed
or damaged beyond economical repair, the Contractor must
promptly notify both the CTO and the Contracting Officer.

3. As part of the Property Disposition Plan, the Contractor
shall provide a separate and final inventory of IT
resources. After consultation with the CTO and the USAID
Office of Information Resource Management, the Contracting
Officer will provide disposition instructions to the
Contractor. The Contractor shall provide a final report to
the CTO and Contracting Officer on the final disposition of
all IT resources,

BRANDING POLICY

Marking shall comply with USAID “Graphic Standards Manual” available at
www.usaid.gov/branding, or any successor branding policy.

INFORMATION TECHNOLOGY REQUIREMENT

The Contractor shall comply with the requirements contained in ADS 548
which require review and approval by the Bureau for Management/Office
of Information Resource Management (M/IRM) in USAID/W of information
technology components in which the life-cycle cost of commodities or
services {e.g., installation, maintenance, and technical assistance)
exceeds $100,000.
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AIDAR 752.7028 DIFFERENTIALS AND ALLOWANCES (JULY 1996)

(This clause does not apply to TCN or CCN employees. TCN and CCN
employees are not eligible for differentials and allowances, unless
specifically authorized by the cognizant Assistant Administrator or
Mission Director. A copy of such authorization shall be retained and
made available as part of the Contractor's records which are required
to be preserved and made available by the "Examination of Records by
the Comptroller General" and "Audit® clauses of this contract).

(a)

Post differential. Post differential is an additional
compensation for service at places in foreign areas where
conditions of environment differ substantially from conditions of
environment in the continental United States and warrant
additional compensation as a recruitment and retention incentive.
In areas where post differential is paid to USAID direct-hire
employees, post differential not to exceed the percentage of
salary as is provided such USAID employees in accordance with the
Standardized Regulations (Government Civilians, Foreign Areas),
Chapter 500 {except the limitation contained in Section 552,
"Ceiling on Payment") Tables-Chapter 900, as from time to time
amended, will be reimbursable hereunder for employees in respect
to amounts earned during the time such employees actually spend
overseas on work under this contract. When such post differential
is provided to regular employees of the Contractor, it shall be
payable beginning on the date of arrival at the post of
assignment and continue, including periods away from post on
official business, until the close of business on the day of
departure from post of assignment en route to the United States.
Sick or vacation leave taken at or away from the post of
assignment will not interrupt the continuity of the assignment or
require a discontinuance of such post differential payments,
provided such leave is not taken within the United States or the
territories of the United States. Post differential will not be
payable while the employee is away from his/her post of
assignment for purposes of home leave. Short-term employees shall
be entitled to post differential beginning with the forty-third
(43rd) day at post.
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Living quarters allowance. Living guarters allowance is an
allowance granted to reimburse an employee for substantially all
of his/her cost for either temporary or residence quarters
whenever Government-owned or Government-rented quarters are not
provided to him/her at his/her post without charge. Such costs
are those incurred for temporary lodging (temporary quarters
subsistence allowance) or one unit of residence quarters (living
quarters allowance) and include rent, plus any costs not included
therein for heat, light, fuel, gas, electricity and water. The
temporary quarters subsistence allowance and the living quarters
allowance are never both payable to an employee for the same
period of time. The Contractor shall be reimbursed for payments
made to employees for a living quarters allowance for rent and
utilities if such facilities are not supplied. Such allowance
shall not exceed the amount paid USAID employees of equivalent
rank in the Cooperating Country, in accordance with either the
Standardized Regulations (Government Civilians, Foreign Areas),
Chapter 130, as from time to time amended, or other rates
approved by the Mission Director. Subject to the written approval
of the Mission Director, short-term employees may be paid per
diem (in lieu of living quarters allownce) at rates prescribed by
the Federal Travel Regulations, as from time to time amended,
during the time such short-term employees spend at posts of duty
in the Cooperating Country under this contract. In authorizing
such per diem rates, the Mission Director shall consider the
particular circumstances involved with respect to each such
short-term employee including the extent to which meals and/or
lodging may be made available without charge or at nominal cost
by an agency of the United States Government or of the
Cooperating Government, and similar factors.

Temporary quarters subsistence allowance. Temporary quarters
subsistence allowance is a guarters allowance granted to an
employee for the reasonable cost of temporary quarters incurred
by the employee and his family for a period not in excess of (i)
90 days after first arrival at a new post in a foreign area or a
period ending with the occupation of residence (permanent)
quarters, if earlier, and (ii) 30 days immediately preceding
final departure from the post subsequent to the necessary
vacating of residence quarters, unless an extension is authorized
in writing by the Mission Director. The Contractor will be
reimbursed for payments made to employees and authorized
dependents for temporary quarters subsistence allowance, in lieu
of living quarters allowance, not to exceed the amount set forth
in the Standardized Regulations {(Government Civilians, Foreign
Areas), Chapter 120, as from time to time amended.
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Post allowance. Post allowance is a cost-of-living allowance
granted to an employee officially stationed at a post where the
cost of living, exclusive of quarters cost, is substantially
higher than in Washington, D.C. The Contractor will be
reimbursed for payments made to employees for post allowance not
to exceed those paid USAID employees in the Cooperating Country,
in accordance with the Standardized Regulations (Government
Civilians, Foreign Areas), Chapter 220, as from time to time
amended.

Supplemental post allowance. Supplemental post allowance is a
form of post allowance granted to an employee at his/her post
when it is determined that assistance is necessary to defray
extraordinary subsistence costs. The Contractor will be
reimbursed for payments made to employees for supplemental post
allowance not to exceed the amount set forth in the Standardized
Regulations (Government Civilians, Foreign Areas), Chapter 230,
as from time to time amended.

Educational allowance. Educational allowance is an allowance to
assist an employee in meeting the extraordinary and necessary
expenses, not otherwise compensated for, incurred by reason of
his/her service in a foreign area in providing adequate
elementary and secondary education for his/her children. The
Contractor will be reimbursed for payments made to regular
employees for educational allowances for their dependent children
in amounts not to exceed those set forth in the Standardized
Regulations (Government Civilians, Foreign Areas), Chapter 270,
as from time to time amended. (See Standardized Regulation 270)

Educational travel. Educational travel is travel to and from a
school in the United States for secondary education (in lieu of
an educational allowance) and for college education. The
Contractor will be reimbursed for payments made to regular
employees for educational travel for their dependent children
provided such payment does not exceed that which would be payable
in accordance with the Standardized Regulations (Government
Civilians, Foreign Areas), Chapter 280, as from time to time
amended.

(See Standardized Regulation 280) Educational travel shall not be
authorized for regular employees whose assignment is less than
two years.
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Separate maintenance allowance. Separate maintenance allowance is
an allowance to assist an employee who is compelled, by reason of
dangerous, notably unhealthful, or excessively adverse living
conditions at his/her post of assignment in a foreign area, or
for the convenience of the Government, to meet the additional
expense of maintaining his/her dependents elsewhere than at such
post. The Contractor will be reimbursed for payments made to
regular employees for a separate maintenance allowance not to
exceed that made to USAID employees in accordance with the
Standardized Regulations (Government Civilians, Foreign Areas),
Chapter 260, as from time to time amended. (See Standardized
Regulation 260)

Payments during evacuation. The Standardized Regulations
{(Government Civilians, Foreign Areas) provide the authority for
efficient, orderly, and equitable procedure for the payment of
compensation, post differential and allowances in the event of an
emergency evacuation of employees or their dependents, or both,
from duty stations for military or other reasons or because of
imminent danger to their lives. If evacuation has been authorized
by the Mission Director the Contractor will be reimbursed for
payments made to employees and authorized dependents evacuated
from their post of assignment in accordance with the Standardized
Regulations (Government Civilians, Foreilgn Areas), Chapter 600,
and the Federal Travel Regulations, as from time to time amended.
{(See Standardized Regulation 600)

Danger pay allowance.

(1) The Contractor will be reimbursed for payments made to its
employees for danger pay not to exceed that paid USAID
employees in the cooperating country, in accordance with
the Standardized Regulations ({(Government Civilians, Foreign
Areas), Chapter 650, as from time to time amended. (See
Standardized Regulation 650)

(2) Danger pay is an allowance that provides additional
compensation above basic compensation to an employee in a
foreign area where civil insurrection, civil war, terrorism
or wartime conditions threaten physical harm or imminent
danger to the health or well-being of the employee. The
danger pay allowance is in lieu of that part of the post
differential which 1s attributable to political violence.
Consequently, the post differential may be reduced while
danger pay is in effect to avoid dual crediting for
political violence.



Task Order Number: 04
Indefinite Quantity Contract Number: EPP-1-00-03-00008-00
Page 41 of 44

A.34 AIDAR 752.7005 SUBMISSION REQUIREMENTS FOR DEVELOPMENT EXPERIENCE

DOCUMENTS (JANUARY 2004)

(a) Contract Reports and Information/Intellectual Products.

(1)

The Contractor shall submit to USAID's Development
Experience Clearinghouse (DEC) copies of reports and
information products which describe, communicate or
organize program/project development assistance activities,
methods, technologies, management, research, results and
experience as outlined in the Agency's ADS Chapter 540.
Information may be obtained from the Cognizant Technical
officer (CTO). These reports include: agssessments,
evaluations, studies, development experience documents,
technical reports and annual reports. The Contractor shall
also submit to copies of information products including
training materials, publications, databases, computer
software programs, videos and other intellectual
deliverable materials required under the Contract Schedule.
Time-sensitive materials such as newsletters, brochures,
pulletins or periodic reports covering periods of less than
a year are not to be submitted.

(2) Upon contract completion, the Contractor shall submit to
DEC an index of all reports and information/intellectual
products referenced in paragraph ({(a) (1) of this clause.
(b) Submission requirements.
(1) Distribution.

(i) At the same time submission is made to the CTO, the
Contractor shall submit, one copy each, of contract
reports and information/intellectual products
(referenced in paragraph (a) (1) of this clause) in
either electronic (preferred) or paper form to one of
the following:

(A) Via E-mail: docsubmit@dec.cdie.oryg;

(B) Via U.S. Postal Service:

pevelopment Experience Clearinghouse
8403 Colesville Road, Suite 210
gilver Spring

MD 20910, USA;
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(<) Via Fax: (301) 588-7787; or
(D) Online:

http://www.dec.org/index_cfm?fuseaction=doc$ubmit.home.

The Contractor shall submit the reports index
referenced in paragraph (a) (2) of this clause and any
reports referenced in paragraph (a) (1) of this clause
that have not been previously submitted to DEC,
within 30 days after completion of the contract to
one of the address cited in paragraph {(b) (1) (i) of
this clause.

(2) Format.

(1)

(ii)

(ii)

{(iv)

Descriptive information is required for all
Contractor products submitted. The title page of all
reports and information products shall include the
contract number (s), Contractor name (s), name of the
USAID cognizant technical office, the publication or
issuance date of the document, document title, author
name (8), and strategic objective or activity title
and associated number. In addition, all materials
submitted in accordance with this clause shall have
attached on a separate cover sheet the name,
organization, address, telephone number, fax number,
and Internet address of the submitting party.

The report in paper form shall be prepared using non-
glossy paper (preferably recycled and white or off-
white) using black ink. Elaborate art work,
multicolor printing and expensive bindings are not to
be used. Whenever possible, pages shall be printed on
both sides.

The electronic document submitted shall consist of
only one electronic file which comprises the complete
and final equivalent of the paper copy.

hcceptable software formats for electronic documents
include WordPerfect, Microsoft Word, and Portable
Document Format (PDF). Submission in PDF is
encouraged.
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(v) The electronic document submission shall include the
following descriptive information:

(A) Name and version of the application software
used to create the file, e€.g9., WordPerfect
vVersion 9.0 or Acrobat Version 5.0.

(B) The format for any graphic and/or image file
submitted, e.g., TIFF-compatible.

(c) Any other necessary information, e.g. special
backup or data compression routines, software
used for storing/retrieving submitted data, or
program installation instructions.

A.35 AIDAR 752.228-70 MEDICAL EVACUATION (MEDEVAC) SERVICES

(APRIL 2006)

(Pursuant to class deviation OAA-DEV-2006-1c)

(a)

(c)

Contractor must provide MEDEVAC service coverage to all U.S.
citizen, U.S. resident alien, and Third Country National
employees and their authorized dependents (hereinafter
windividual”) while overseas under a USAID-financed direct
contract. USAID will reimburse reasonable, allowable, and
allocable costs for MEDEVAC service coverage incurred under the
contract. The Contracting Officer will determine the
reasonableness, allowability, and allocability of the costs based
on the applicable cost principles and in accordance with cost
accounting standards.

Exceptions.

(1) The Contractor is not required to provide MEDEVAC insurance
to eligible employees and their dependents with a health
program that includes sufficient MEDEVAC coverage as
approved by the Contracting Officer.

(1i) The Mission Director may make a written determination to
waive the requirement for such coverage. The determination
must be based on findings that the quality of local medical
services or other circumstances obviate the need for such
coverage for eligible employees and their dependents
located at post.

Contractor must insert a clause similar to this clause in all
subcontracts that require performance by Contractor employees
overseas.
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A.36 AIDAR 752.7007 PERSONNEL COMPENSATION (APRIL 2006)

(Pursuant to class deviation No. OAA-DEV-2006-02¢C)

(a)

Direct compensation of the Contractor’'s personnel will be in
accordance with the Contractor’s established policies,
procedures, and practices, and the cost principles applicable to
this contract.

Reimbursement of the employee’s base annual salary plus overseas
recruitment incentive, if any, which exceed the USAID Contractor
Salary Threshold (USAID CST) stated in USAID Automated Directives
System (ADS) Chapter 302 USAID Direct Contracting, must be
approved in writing by the Contracting Officer, as prescribed in
731.205-6(d) or 731.371(b), as applicable.

- END OF TASK ORDER -
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Allotment Code (ALY Numbe : A1

Objective Number (ON) A4

Program Arca Numbey (pan) AT/

Program Element Number (PEN} AOGH

Renefiting Ceographic Area (BOAG . 167

Operating Unjit (OU) . Kosovo

Distributicn: 167 -M

DUNTInG Lire Number,

Obyigated Amount . [
Aamount. Obligated This Modification: ;

Prior Amount Obligated:
Revised Total Amount Chbligated:
- . . by4) ] .
b. Dejele the Total Obligated Amount of P and insert
i

((0)(%) wherever it appears in the Award.”
e PE
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Indefinite Quanti

The following chances are made
Award:

Section A.5 is hereby modified
Modification, as a revision to

The following changes are made
the Award:

Modification No. 3
Task Order Number: 04

EPP-T 00-03-00008-00

Page 3 of 6

ty Contract Number:

0 SECTION A.5, STATEMENT OF WORK of the

to add Attachment A to this
the Statement of wWork.

to SECTION A.13, APPROVAL OF SALARIES of

PCelete this Section in its entirety and insert the following in lieu

thereof:
“A.13 APPROVAL OF SALARIES

The salaries for the following individuals are hereby approved as
reflected on the ALD Form 1420-17 - ConLraclor Employee
B_ographical Data Sheets submitted with the Contractor’s
Propogal, as revised, and accepted by USAID:

(0)4)

~3ON U s L )

0@

i i RSSO I S
R RN L B e S B S S

B b
S oW oW

21.
22.
23.
24.
25.
26.
27.
28.
29.

The salaries of all other individuals not listed above will
require the prior written approval of the Contracting Officer.”
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Task Order Number: 04

Indefinire Quantity Contract Number: EPP~T-00 23-00008-00
Pace 4 of &

The following changes are made to SECTION A.14, CONSENT TO SUB-CONTRACT
of the Award:

belete this Section in its entirety and insert the following in lieu
thereof:

“A.14 CONSENT TO SUB-CONTRACT

Pursuant to the clause of the lndefinite Quantity Contract,
entitled “Sub-Contract” (FAR 52.244-2), the Contracting Officer
consent is hereby provided for the placement of the following
Sub-Contract for professional/technical services:

Sub~-Contractor Estimated Amount
1. Hunton and Williams ®
2. Financial Stimulus, Ltd.
3. Vitelli and Associa-es
4, Energy Management Consulting
Services
5. H&M Engineering
6. P4 Consulting Greup

i
i
i

The Contracting Cfficer shall approve all salaries paid under
Cest-Reimbursement Sub-Contracts (note that a Furchase Grder
issued by a Contractor 1s a Sub Contract): and any othex type of
Contract in which the actual salary of the individual tc be used
under the Contract or Task Order is required in order tc
establish the price or the fixed unit rate of the Contract or
Task Order (which may inciude Non-Competitive Firm-Fixed
Contract, or Indefinite Quantity Contracts using a
“mulcipiiere) 7

Page 4 of 25




Modification No. 3
Task Order Number: 04

Indefinite Quantity Contract Number: EPP-I-00-03-00008-00
Page 5 of &

The following changes are made to SECTION A.18, BUDGET of the Award:

Delete this Section in its entirety and insert the following in lieu
thereof :

“A.18 BUDGET

The Contractor shall accomplish the results described in the
Statement of Work for the consideration set forth below:

(0)(4)
CLIN Q01 Labor

CLIN 002 Fringe Benefits

CLIN 003 Overhead (Pull OH and FPield OH)

CLIN 004 Independent Consultant Labor

CLIN Q05 Sub-Contractor Cogts

CLIN 006 Other Direct Costs

CLIN 007 Indirect Costs (C&h and MH&S)

Total Estimated Cost
Fixed-Fee

Total Estimated Cost-Plus-Fixed-Fee:

* Pending establiskment of revised provisional or final
indirect cost rates, Indirect Costs shall be reimbursed on
the basig of the approved Negotiated Indirect Cost Rate
Agreement (NICRA)} dated July 11, 2007, until amended.

(a) The Contractor shall not be paid any sum in excess of the
Total Estimated Cost-Plus-Fixed-Fee or the Total Chligated
Amount, whichever ig less.

{b) The estimated cost for the pefforman%% of the nmfk required
hereunder, e}@éyéivak;f Fixed-Fee i%&éimwmww;_wmm The
Fixed-fFee ig| | ° The Estimated Cost-Plug-Fived Fee
is T

N SV SOV |

{c) Within the estimated Cost-Plus-Fixed-Fee specified in
paragraph {b) above, the amount currently obligated and
available for reimbursement of allowable costs incurred by
the Contract%f {andwnavment of fee, if any) for performance
hereunder ig!™™" . . The Contractor shall not exceed
the aforesaid obligated amount.

< Funds obligated hereUﬂder,gre anticipated to be sufficient
chrough B ]

Pace 5 of 25
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Task Order Number: 04

Tndefinite Quantity Contract Number: EPP-1-00-03-00008-00
Page 6 ot &

(e) The :nc.usion of any costs in the above budget does not
obviate the requirement for prior approval by the
Contracting Officer of cost items designated as requiring
prior approval by any of the terms and conditions of the

ask Order/Indefinite Quantity Contract inciud:ng the
applicable cost principles (see FAR 52.216-07 ent-tled
“Allowable Cost and Payment” }, nor does it constitute a
determination of allowability by the Contracting Officer of
any item of cost, unless specifically stated elsewhere in
the Task Order/Indefinite Quantity Contract.

(£} The Contractor agrees to furnish data, which the
Contracting Officer may reguest on costs expended or
accrued under this Task Order in support of the budger
information provided herein.”

All other terms and conditions of the Award and irs Modificat ion, as
previously amsnded, remain unchanged, and ia full force and effect.

- END OF MODIFICATION NO. 3 -



ATTACHMENT A
STATEMENT COF WORK

Korporata Energjetike e Kosoves (KEK) Network and Supply Program

BACKGROUND

The revizsed

(50W =unpores Lhe ultimate objective
of Kosovo's

ility, Korporats Fner o Koscoves {(Kosovo

Tner Corporation - RKEK's) successful griv This revisicn
13 kasaed on discuuw ons wich the Governs 'i fosove (GOKED ot thies

obiective. A Joint USAID/GOKS/World bank diracussion on KER
distribution privaticarion on April 16, 2008 concluded with A
confornation of this objective, USATS, undeyr a rate anuivity, a2
assigts the GOKG with the design and propavatico of an annound
6 A KEK digrribution privatization pro.

avre

,ﬁe original Statement of Work was to
tne financial
it for eventual vrivate-se
;iv;tlzdk10uA3 Three Droad activitied
Managing Divector to pro
oo the company, oparcicular emph
{21 to inereage collection of revenues
ough svoport to KEK's Network and
tmprove the insbitusional, policy and 1

saos0 that 1o iz suvporcive ol
Lo KEK privatiration

dnrg
ot armprovine

guidanoe
i
tners

v TMivisiong; ui!](i (2 o
T oenvivomrent i whicl KREK
coliocrion sfitoerts and

2OTalLon with
stablished thar KREK' s
e {Lnternal and external) are

Sinae prcqrdw Lcen oy

T

implenenters PaC
cnstitutional and sys
more pervasive and acufe thar autiacigated at the rice of program
design.  These deliciecncies represen: obslacles o an imprevemont in
KREK's perforcance, and *emna*dir: -arvohing objective of =
timely and successfiul privablzation ot rLK’F digtvioution funcsions.

VT TENE!

ric

e=d Lhan A Covernment Serviges,

Loproaram inception, 1t was anbticipat
no. would be able to effoct the envisaged lmprovaments in KEK
pertorrance by serving as ccaches/advisors to Kp¥'s indigenoas
maragerent, and that the latter possessed the reqgaisize know-how asd
raragerial capacities to parforr their Dunction and drive init-an:ves
that A Government Jervices, Ince. would kelp tnem develop.
Ulblmatvely, KER' s management’'s abilities have proven less than
suffiicient teo effectively manage the counplex challenges that face rhe
company. This iz compounded by an extremely complex external
envirvonment, with freguent government interference in KEK' s
operatlons (e.qg., ingiructions from the Minisitry of Bnergy and Mines
ro KEK to provide wninterrupted power ro non paying coglomers durinrg
policvically-asensitive periods; instructlions ¢ reinztate individuzl
KEK emvloyees who had been dismigsed for malfeasance, etc.) Since
program inception, the composition of KEX & Board of Divectors has
changed twice, with new Boards cof Direstors calling for changes in
managemant appointmonte soon after in sach i Kosove's
governmnent has aiso changed, as has Kosove's 1nsiitulional f
following Kosovo's aeclaravion of

et g3

ARIE WL T =

and change i status.

independence
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cproountered,
in KkK’g

LOULLIeS

Norwithastanding the cha that USALD s
snhistantiial progre ez boon made.  Wurthor
sarforman and the susiainabil:ty of sucn perfore
than policd prwﬂuluahnd y KEK soeniod managaement
suppors! bo oadhered co throughoutr the company. In
Mt ntomush He able vo cffectively control the
divisions in order to progress Lhrouga the refoyn proce
2QEent mua possess cleay and aoccurate :
CUraetity L peling Consum and chuouyhoan the ndlwork,
as the actunl ratas For thiz,
nust pe in wlace,
Etstat ge rformancs

s encountersd, [raud, waste and abusce n Uhe

5

219 B et ibal S RN

suntand 1ty Lo
d rerediss £atlurn.

apaEny must
% »3‘::‘ TR 6 u‘vely pfc;sssw"u‘ el Cu“:i roctec outo. Trneso catives reguire
2 and sufllcrently
in which oo

incraase 10

iVﬁL%d graflt than
Adenands ana
with

TO Ope
G.1ty redqulr
leprovemnets .,

Tre rhat the acate

wiil alze rvegu

s

of
syalamio pnadequacies wsrse nor
progran des
Ly gL cie ooy explio
ol wors. e

M jority

egn, and Tnns wel e oot enphasic

Ly snoluded as
tude =z

NEary nanasnent,

acconntirg, proc
comatagemart ) and many oty oriTioal bhusoness

of which aze to verying dogress intecdependent, ana

whose onsoguentes are exacerbatod oy the ineffeosaal narajgement and
oraanizational hieravohy relerrved Lo above thar avordz ary neaningiul
individaal accountalkilizty for decisions or perf 3

Tesctar as KeK's biilirg and collection systans do not exisy tu
lgolatior, buot rather are crirvical finctions within 2 wider framswerk
comprised of nultiple intercdependeont bpusinenss Droceases,
reccugnized that the desiced sustalinable improvenent i KEE 3
amice and the enbancemenc of 1ls atlbractivenss:s as an objoct
Terie

4
izatior reguires a more comprchensive and Lol
approach,  Through this Modification, USAID will expand 2COL
salslance to KEK. Ihis expansion ls pradentc, aad that there is
suflicient cause to reasonably expect that the expansion of the
procram will facilivate the achisvement ol USATD s ever-arciing
obiective ol a successful KFK privatizaticn, wiih conconitant
benefits to Kosovo's broader energy sector initlatives (1.e. aow
Lon capacity Xosove C) and economy.

cur 3ad
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Al Lachinent A
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Task Ovder Nunber: 04
Indetinive JQuantity Uontract (1007 Numper: FPP I-CO-03-000G8-00

ACTIVITY RESULTS TO DATE

Since program inception, mary accamplishients have boon dchieved,
notwithstanding a lag in e smergence of tangibile lmprovensnts 1in
terms ol KEK s commercial peviommance. The progrcess and results that
nave be=n witnessed are viewod as Pre-cursors Lo lmpy X
vig kev performance indicators of KEK' s ccmmcroial performance, and
likewizc will invariably prove penefic.al to USALD’ s breoader zeoctor
objectives aud a guccessiul vrivatization of XKEK' s distribunion
Sunchions

SOnLs vis-a-

“he 1esulos achleved an KK ave pressntad below accordi
incluwding: corporate organizaticon and b : mlannt
1 planning and accounting; generaticig; mining; nelwork

operaiLions; and, supply overal Lons.

categor Pen

finanrc

Corporate Organization and Business Planning

s Uroposed MW OrganicAalion stracturs
approved by tac Board and implemeunred,
execullve posivicens.

2y O

Elﬁ“‘

that

avd jd1HPd B< “doappron s

sach business

ard approval

» Terminated all bonu

Freviously, KZK was g : o
onuses, waloh wAas vegu withuu: r%gard e
peviormance.

. atted for KZK geveranae program. This orogram,

lntpuuwﬂ Lo beqxﬂ the vyvp: Lo addrﬂ che gerious over-
srabtfing seen in XEK, reccived Poard myproval for
_mplemantatrion.

*  Cbhtaincd approva: from the KEK Board ol Dirvector |
shareholder {(KTA) for the right to sell KEK non
assels. KBK management remains somewhat hesitant to tully
me ement the strategy due to opposition from cmployeos.




4 TRHEN L
Modificarion No.
k ﬁrﬂmv Murmber

FERP-T- G300 008

4 o7

RS

<3
PN

fw)
b

Indefinite JQuantity Junlract

;Ja\,

Financial Planning and Accounting

Ly the USATD ream in financial planning and
o corprehensive and have fncluded revampling the
Importantly, as roted

v

The efforts conduc
accountinag have be
accounting to addressing 1nternal controd

Lhe bernclits of this work to KEK can be neasared in oo

below, Lhe
rillions of Fures.

(~term Linarcial planning wmodel. This me

¢ Levelcped a
planning at KK,

support s ef

irprove busineg:s

Tnoerral

¢ Establial
achieved sion:ificg
iﬁgurﬁw SUOTACTUYE G0
function rc;LLt d rosubstartial improvementz in fighilh
crbezzlement . As a result of [n-e

notne f]

”JdﬁlZirl n of

r:()r‘t‘n”!:

Audit te date, 27 enplave wore digmisy anrd
subrl tread 1o caTors offioe

CVEeT
for

. glirg and ¢ aysLem
within Zrw lroroved

tudgeting and o© control oand =P A Lhe
new Intaornal Aud i funo oo resuls antial reduction
Lioenter talnment, oonamnicaticn, : taiion, and otheor
cxpense s Tae ancaal esiimacoed Firsncial benslaoo to KEK ia
PR S S

. Lp 2 Revenue Lrotaction Unit witkhin KEK.  This special

ni.uriwu Largets the reduction of commercial _oss
pecially focusing on the theft of wlectricily. As the unis
comes ru-l, oporstional and trained, the annual benet-t ol

ch mctivitlies 1w expected ©o veach

o1
bhe

. Levelopod a aoew Tharl of Account:s wand substant iall
managemsnt and regulatory roporting. o mprove !
financial repor:ing, the USALD team prepared a reviced (nart of
Accounts that has been supmitted to the Enerygy Regulabory
Cifice [BRO) for approval.

aLity of

* Leveloped a draZt inventory coding system. This effort focuses
on implementing 2 uniform invencory cod. to help reduce
losses Irom inventory mismanagemont.  When deplemented, the
estimated financial savings are 2600 mar. on annaaloy.

*  Reduced delerred co. o KEL directed €50 willion of
cost savings to maintenance, which has beoon Alstoricalliy under

fundest.
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Tndetfinite Cuantity on

(XC0) Murmber .

of Deloitte & Youche on
ob kLK and s This effory

Financial Statements, recovding

resial 1ng

required
CLED mis TE Wl TaTL L e .
balance ov BER JEC and KOSTT. Conpletlion of
brought KiX into sratutory complianaoo.

of ownershiyp o

. Tritiated che Lrausfor
Kontel to XEXK.  Thia

A I (D I SR T

1N,

owWney ‘p s oesUimated bto save

ol e

A Goverameat Yorvices, Tno. in gairiing
drcveased depenasnce on ar

the security of informalion

control over financial
cutside Cantractor and

Legal Support

. “revared dr
ricity

amendments Lo the Criminal

. These anendimer

crimitalize

of the Soverrmment but have rot YO vee

“hrough

* Jroduced now o -
dilgparate doounsn:

“rployes Manual . Ar XEK has

CrOOEh vy

adareszing e
The new manual consolidat and upds 1
procedures to establish a basiz for vuneoved huran
parformance  (and

rs o and

Cciniine: saathin Ki¥.

stual mat

ncludes: aew supply am eemesnt. L arcem; terminat.oon
¢ : ility, RKOS-GIRD and trade

5 cverhaul contract for K2

irbhine; debl gl tloement aofroen Ther Lepenci {a

vdropower plant and supplier of warer bo KEK olants); Pevro

ixilel contract problems; AS rehabliliiat.on contracts; new LE

rotors for 3

s Adviged on numerous cont v
Frampies |

of contract wizn R ovel dra
credit facility with Raiffas

urafs LBSW o mine opening tender documenls and
Contractys; land exprapriation documsnts for the Trepca By-Pass.

Generation Support

* UCompleted techrical asscssnonts of tLac cenditions of tne Bl oarnd
B2 units to betrer understand the units’ rekabilitarion
requiremerts. ‘Yhis analvsis indicated Lhat the wunite are ins
worse sgnape than expsoted.

* cdentified che root rause of fhe B uni Sure rozor
tailures. The USAID team determined t- poor water gualicy
monitoring and treatment were Lhe cause of »otor [a:lures.
This should be rereqied prior to the inaral o Ln 2010 of
two newly purchazed LP rotors.

O - PTes
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supported management of KEK on gener
incraase ﬂﬂncﬂh~v i LLy of aenera
for ingsrzance, dﬁmzdsn; Lo cut rotor klades ro return unlts oo
service thus avoldin g a profracted curags.

iL.oon onerat s ons o
Pon. Thws included,

pronosal
additdionzal zoal del .
domeztic supply of electrici team 13 woxk:n;
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SEUUr

a load far)‘J“‘ for the pear-term
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fer Lip porte d p( o S @

QC"‘&LiOﬂ Taintenance
aad planning Lor
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e

plan and deve
TEACTIVATIIN ofF AL &
o imports.
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and power supply :;)zl;,.cmk‘

b KK =

"po J"vsanaLivw nj Lbe UN Sccretary Qonera

the SRE an eXenutive dec131un 1
ovating v xi; N te uscd lov
@hasiug power in the Jdanuasry fo

2507

perioa.

lderzrfind the poteontial Ilsruption of water
supply 1o Zosoveo A oand B . 'I'nls ble threat to
BECULrLLY was reviewsd 1n Light of Lne coordinatl.ed

Recomnender of a pumped-storags facility Lv“ the Yhur
hydre plant proj Lt This will aliow for the cleciricizy

[SE3alos @ 1y conl duri ny off peak period to e used during the
prak demand period.

recomvenda§j0n3 for regional cnoﬁ;ratlan. Tnprov
Cosperation can promoete Syuste sbility, reliabilicy
anj an opportunity faor %ba*lnq regerves amcng the
The first steps towazds & mid-term gereration
planning and power exchange was implenented earlier this year.
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Govermrent in an offort re ar
equivrent o woll ag for KEK

wded working wich rle
Cinaniog Tor the needed

Lie & License for yire

opent

Network Operations

L]

POk BeveTal sbeps to_impr Cof saprly
) : bulldine

"Mitroviecan 17
identifving the
FLppuy fram rthe neigal
woording: decluration ol indepero

pOwe

t

Tha

. Lhe proover Counlamy of osnecgy
aid by oon i XEK will
By oanout .
* Ubtalned approva . Traee o ow KEK wal &
ment of slolen wiork 1 lly wive

. It wilt]
ould help o

repliante

improve ameny  Tomman ity mombers .

* [Levelcped operarional and Capin xpEnditure plans or the
networ<.  These plang, updated & erly, ddentify priority
expenditures i light of XPK sz o mtopl ~al comdltion.
red Che coordinut ion capital

MsMIssicn Sys

Che Ledanm aiso DIYrani

expendiveres plang betweoen KOS
and Marke!l Operatort and KFK.

*  lnspection and sealing of Koz dellivery

ffori was completed in an atlempt to :
he metering the delivery poinss. T, there 1s nc
AEBUranuy against centinucd tampering. . 220 kV oand 400
wetering poin that affeoct XKRK LENGTES are uol coversd by this
program. Addizionally, new Koowned check metering was
introduced at the rhrae lTar: {(Sharcem, Ferro
Niklei and Trepca), which repregsent over @0 L mililang of
revenue per nenth.
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indefinire Quant iy
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ALned govornnent support for Iieering ine bar
Gger customers due " yuent. Thrg effory soee
froze cae accounts of the budget culities with over
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of ontstanding 1.0 iy  Lien &

Tritlatives Relaved to Minority Areas. July 25, 2007, twe
minority commercial ENterorise cnected for
vehipayment . This regsulted in oo sigrificant
centroversy on the parc of feveral stakeholdors, ersvaaially
with Uniled Nationg Miesion in ¥osovo (UNMIK) . Ths poaslllve
resull s incereased awvareness and undersranding of rhe issues
KEK is facing when required to provide c.ectricity to mirority

4

areas wilhout compensation. A hegative result wag thay KEK was
an illogal roconmecrion madae
these customers even though paymenl had vor peeq raceived oy
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euad The lgsae of SLECLTININY DAy™ONt Tor vuliels

smers. Althougl the Soverament sow has o
O o

UZATD ¢
S0, unn

Cenn v

in

P

’

vved as

Wy we

numnor wl

and rha Covermiert of Kosouvo havre agreed that

WOAKNeSses apparenl o

oL Thls

owred power ger

anzidlies

Wei

wivie wits the Prime Minister's affice on April
Fing to formalize a government apnouncement of
KEF'= distributrion

efforts
FEK distribution {nctwork and supplyl shousd
el hostatae-cwnevship of
inkerent Superiority of the privea
es, and the degsire 1o elininare rnac need for

the
@ seclor in ranning

Lo

&
1

A

e

Exn

Loel

TINMT X

Covered Tarough rhe subsidy sren

COMmpai

UNMIE @

to
AUCelerated
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CORTICYTial

r
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3
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A Lachrw
Mogditication Nm,

Order Number :
ST-00 G3-00908
Fage 3

yoLs

o

Indefinits Quantity Contracr IGCY Number

S

Lrie Zormal announcerers of rfhe commencewent of a procres
KBK s privarization is lrininert, dases not supplant one
continued ofiorts toward KEK’s commwzoializarion. To Lhe aiﬂrTaf”,
d sueecsstul and timely privad szation will be furtnersd Ly the
atenvification of suc el for rEs, alorg with Lransacrion-spec:
in support of the efforts of the tﬁ‘bﬁvarfﬁ"nfmd
bank {Transact_on advigsr) that will be rerained TO mIiaceas
ratization 1tuself.  Tn orrer 2, cial voforws ac KEK
: ratien for a privatiszatics

ad KBK privatization

e af a BURDCY I L ve
:re has Lo be clear
TRELOMN progran. KEXK
alp S€

While

[

QAT LV

Ve st

e i deK-slep wich e

shonid prose 1
Lransaction. Addivionally, COMREL O TE L sl Lon
wiil nobt be Fully sucarsslul without the «
monably Feoexternal enveoronmenr . PR
‘Luv-in' among stakoholideys Lo a COMG el LLveE
and kev stakeholders neod :o pursie this effort as 4 parinel

ey are to suocesd.

and ro

ln additicn vo improvirg the commers al a
wiOKBEK, simultansously andoriaking ant i,
tvatization, '

SUppost

aeveral of o

LoLhe Kosovo BErely
ENU privatizalion of K
“nesstment. and improved
: (Lvloimpiovong Fhe
supply for paving
cacCrricizy, and (epd
: surther, there iz .]ao
Al lor support ing the Kozowo o
1 SLMENnt opporiunity
Torts on commercial and
ALS0 uupports kthe broadery

Sornment of

rnetadirag: [
Slprviburion
Tanagenens
quality of

[N

I

1l and
Lioattracts

: ducing orupr
To provide Caround fhe

TUYANY pracoranly

S5 luominority

C oy ()

r@gular;21ng
rocoguvflon that reform ¢f K
transac.lon, the Ngle EaAgPsl Fovrocign o
i VI, By tocust jatel
TONAL TTprovenant S, rthig amer

oper s

mﬁermic ard zocial developmenr of it is obvious that
1mpacts of Lhe CHETYY CYisis Are geric ; businesscz and i

cricical institutions (e 9., hospitala) are harmed rrhrough
intervuprion of supply and inour much biroher costs when Us1ng salf
Jeneration.  Further, PORPUAr support for, and confldence in,

Kosovo's governing ing itutionss can also hbe enhanced 12 the ener

Crigic is add: essed.

This Modification ig re CEESArY Lo assure tho achievement ct USATD g
QLeYgY proyramn’s over- arching objective of increas ing the pnvs cal
and financial vianility of Kozove:s cheragy sector through the
antraction of privara-seosor capital. This Modificasfon :is a logicat
Step i the pursuit of achieving “he Miggion's Strateglic Chicctive
{5C) 4.1 “Socrgi srapri- zatlon achieved through spocial initiatives"
as detailed 1 the USAID/Kosovo Strartegic Plan “or 2C04-2008. Within
the rew Foreign Assistance {F} framework, this activity falls under
lhe BEcononic Growth Objective, Tnframiructure PVoqlan Area, and
Modarn Energy Program Flement, under wh addresses the neods
of atiracting privare investment, incroas! ng ﬂlo'rvLFily paymrent
rates and privatization, as vithening the ENeTay - Goc
revuiater.  OFf the oroposed addicionar funding, anproximately 52
million will be allocated Lo support the pur and deploymenl of
electric metars and asstoiated network oqgulpmen: Lo enhance FOrVices
nKosovo s ethnic enclaves and norwalize serves te them.

woll aa s

PN

=1



Attachment A
Modification No. 3

Task Order

Indetiniie Quantity Conuvae T} Number:

L8]
)

OBJECTIVES

To date, the program has made =
baen tangible nearv-tern succcss
Ly clear that Lhe expansion,

AN Drouress anc thers have

However, 3

dezcrioned above, -r
Zdoubling of
activities at KEK are Yy Lo support USALD's broader oblectivos
oy Kozove's energy sector and Lhe speoifge ever-arcaing obiective of
a successiul KAK distribution privarization. nll

TRotals Scove of Kotk are intended o support th
realization of thig OVEY -ArCiaing olject ive .

Srmment, and v

]

Combined with the program’ s original Lhres objeczives ard Lasks
acy being undertaken 2o S oI,
Yodilication introduces the following obi
oul lined below:

alreo ot Tas< Crder

and assosiated

Objective 4: Preparation of KEK Distribution Functions for
Privatization

Tor

tviTies in sapport of Frevaring KEK' s distribution
Tiraticn will be conduced i cocrdinag 5

Tnvesoment

pr
Bank lor dransaction Advisol) re

a1 o sdvise the Koaovo

PREDE IS I

Govarnment on Lhe conduct rho privati

woones of artivities under th

Ofijeot tre should ino!od

* SUEPOYT Privatization Trarsact o
Ttnancial and legal -l iy s Distvibution funolion
other diviziong MmLnLny, generatiorn, and anc: _lary

* Huppoert Privatizat ion Transserion
asseb lnventory and registration
tdistribution, mininag, e

in comple

ing an
respective divisions
weralion, erc.): and

* Asslsrance to Privatization Transaction Advisor on the
reparation of an Information Memorandun dealing with KBEK
istribution for ircluslon i LiE Announs
privatizatzeon.

Iz
[N}

The Conrracror shall ceoordincte aclbivities in regponrse to specific
requesls of the Transaction Advisoy, with the irderstanding that for
such activitics the (o tivy USALD and seex technical

divectlons in each instance.

actor sha.l no




Arvaohmonl A

Mogification Ko, 3

Task Oraer Nucbhor: 04

Corrrac- (IQU: Wunbor: EFZ-T 00.032-00008-00
Paga 12 of ;9

Tondefinice Quanti

Objective 5: Support to KEK Commercialization

The
and

shall re ble eiior:
nt ol "co mﬁﬂvf‘.%11y~

;}1‘u<‘L;r:c-3 ard

proc wiTnoin KEK Lo improve ose Lladrviul
porfovrarce, and end-user service and Ldblllt/

feel that vhc acshievement of 1nu

periormance as KWK ig prepaved

prospeel for successful privi

of Government and other stake!

e Tllustralive out
shewld 1aclude:

nents T Kon 'y
,”;ndtion will ennans
depionstrating the
vinable conmercial
vnder this oo

the
Lo B

LT

. nement s T ard
ariong of
ater indiv:duaA OOV
. o diviglons!
proo :
. fon of dats cort: company dala

JEE

¢ Conpletiorn of targesver by s T oand accounting depacrinent of
bility Eor wmaostaiaing and servicing KEX
Fem (horDe

ey

duta-base system and sooount oo ana “CAST,

¥

Tivelyl and i sorlnakoeon of oun o sourced sesvices Yo

masntenancen and se:

enernrabioa of thy re con® gusar |
avd non-paymont i

evenue collection porf

Billing, collec:
tos dmnrove KRR 3
ciel by destrich bas

Objective 6: Anti-Corruption Efforts - The Reduction and
Prosecution of Fraud, Waste, and Abuse

and Dy

USATD has

@nnémtc WA

<

Since prograr inceptd
XEK's nternal work:
15 root
appears to have been lavgoly tanored by oa
reams ar XEK {cr at bpest Lneffective.

multiple levels and of various
pors

HXPOBUT@ 0
L XKBK’'s poov
Lravnd than to datre
cession of mansgenenn
{J&d.} Corruption at
: s has Doer and venzing a
21ve and perricious element within the company, with atrendan:s
congequonces for KRK's [inarcial perforrance and ability Lo serve irs
customers’ needs at desired levels of gualizy and reliab ity
expected oulcoms of activities unacr Lhis objective should ince
the climinatico {or at leasr sabstantia. reduction) of tb
ot suclh fravd, waste, ard abuse as &

pevtor e

clien and re
tversion or misrveporring of

¢ Uhnanges within KEXK s revenue coll
Lo safeguard

collested revenucs;

procedures




STHURS SR AN
Modyfloat Lon No. 3
s Order Number 04
-

Nuroey Bz 2-00-0%-0000%-00
Lo

S

Indetfinive Quantincy Contract |

Hage L300

in preocedures oy accounting for del:vored
- node wirhin XEK's melwork; where squipmnent becom:s
avaitaple, this will inciude cvey and managemont oI
wnstzllabion of wertering and conrnrol aguipre

i

s

« Provisicn of gtrategic and s
corrupbion devartment and

q11danu« o

investiga o sp@otan v 3$d optviety oL

L d
to provide aCa s ot
aclions; wheore mLract
ha toal Lhe nrepara
speciiications tor procured goods ard services oo
=nsure that procuvensents ans de soloiv on the pasis of
XBEK s loegrtimace requivementa. event, "owevor, wil® (he
Contracrvor parvicipate ia sny nrood trhe deoterminaticn of
awavrd of contract ©ooany pachy, 1cally awtnorizad
cnoadvane by USATD,; ard
. [ servatilon of KMNK's existing wssc ae preemwprion of

“me

Lpon o

privatizat Lo us

jai sl KA
feopardr zed.

iactive b, ahove, USALD melicve that a od

As o under €
Covesurant s and managemont’ s CcormmiimanT Lo rupnort
s te tackie endesmic corraption and
and e attracolivenssa o o woenld-bhe private

Legal and Regulatory Support

leval and reavlatory fr
relloct norms ang pracuices orevalent elsewheve 10 Nurope, KEK will

1 te develop dvs ability to function within this retormed

nviroenment . The Confractos shail - sorlh KEX in adapting to a
refarming legal and rvegulatory environr ls oomergling 1in Kesovo
(with significanrl sepport of USAID through parallel <>gqq~mmr‘s, dld
ol other donecr organizabions.) Illuscrative cutcomes of activitie
in support of this objective will lnclude:

As Kosove's amework ovo.ve Lo

. KiK’'s re
LIS e
mefore

guliartcory affairs department wili be able to mompﬁtantly

and present KiK'« tarvifi apvlicationg and olher mat

rhe Energy Regulatory Ofiice;

s KEK's :egulatory atfairs deparoment will sacceed In advocacy
ctfortz in favor of rarifl reform, re palancing, and
raticnalizatcion;

¢« KEK, the Energy Regulatory OFffice and relevanl Qovernment
ipstiruricns will complete the developrent ol a targeted
subsLdy program for low incomse house: 3
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ingetintte Quantirvy Confvaol (2000 Numbeo: TEE OT-00 Cs-002068-00
Traw 14 ol 19

+  Discussions on regulatory roforms necessary te enhans
onjective of KEX distribuiioa privallzacion {10 condurn
with Frivatizasion Transaction Advisors) will yieid che desived

adfustnents Lo Konove's regulatory onviranmen

and of e LoOY

1?uﬁo‘f NV LONMETID
pr by istoring tha
i the envivonment .n I will

HORRANIZINE

A uanor-tru?imn of the <
sUalke ! to refory of Ko
wiil conlribates bo KRK s sucos
confidence of would-b

operats afteyr privasl=abion.

SULTCTS

Objective 8: Normalization of Service to Enclave Communities

Tleckris sorvice to Knsowe eraric mincrily vopulall

claves) e currently provided by HzkK unaey 3

scheme whareby neoghborhoods and

gl Erity ana ro.iabiu iy
W.th f cHTeLLLory

havao

serhy en

cad-ahedding {ratloninc
commun ol iens recel
mnELrTave with thelr
conrerTial ¢
cnowilth KEK o
digtributlion net
do ned ent
srers ' consurptlon, and nak
service.  Paymern! Loqwiurity
virtually non-existonnt.
cted Lo the nnsk sevare
anding Lhe reduced servire

at leve.s

el

DHOV

HiEr st Ry
oy Chan by wiviae wof the iy
work.  KEEK' s billihag ana

, GoTe
atly oo
gt L
T O

e

qeedollng {(vationing.

represcnt roughly B% of total

KEK bellicove most cusioners i1t these area
~o pay [oy service in exchange Ior incve
wou L d e Lo becore pay_og customers. LI3AIR
“he roculazization of servic
‘Lar Kiver can be achisved through the deployvment of a0 callie
“comrunral meters”, wherchy enclsa mmunily leaders auyroo with KEK
cooremit 1n bulk on behalt ot crers Loz e dellveled be
their aveas., Billing and collection Zrom inaividual consumsrs

the responsibiiity of the local cormunity. This approach pas
s in orner countolog wirh similar inter

chhinle tersions. The Contracnor shall assist KEXK In tne

AL ODpOrLun vy
sgquiarity,
srxived that

nas gel

~
C

winities soath of the

e b Enciave oor

becom

cen enployed succes

o]

fmplomentarton of ol approach hy:

e Hnoaging wish the Kosovo Facrgy Regulatory OfIice, Sovernment
ol Kosove, and local enclave comvunity leasders on the agreement

of wne paraneters for “pommunal ametering”, including lilcensing
redquirements;

’vwloplng contractual srrangensnis governina Lhe orov.

gervice on a “communal -oneter baaT“:




QuantiLy Contract (IQC) Number:

e Bdeno- Fled

*  Procuring noeoess equiprent for
cnclaves (with funds provided by USAID under hls moditbi

CLon

tor tnis specific purposs)
*  uversceling and doowment g Lo USAID rhe installas-on of JSAID-
Corsng progresns post-imglorenration, and

frnded egaipment, mon

aiviaing on necessavy relinenents ro the aschene;

ustomers in largetsd enclaves that participane Tnotb
Lomerering progrars will enjoy drpro
service reliabilicy and apliivy, with correspond.ng rene

onomic astivily [ (oo :

2

cribed commung

s Iolivt
relationships belweon KEM and customsrs in bargs!

e laves
2o hat

Ly, che ernviseged norma’lizacion of oommer .

van contribute fto efrorta Lo mend fnrer-crhnis g oe

peesr

AcTivivies und forus,
nsuruvred during the aourses of
majoril v Nor AT aung o

unaer Thia obh-

this objec tve will

e

condacive Lo this approach,

thig asrivity a conditionzl pegative doberminat on
with thy comdition taat orocurenant, L rans
af any squiprent slall be done jn oan caviro
Che Contractor with ovidenc

organization fall

UL the additional £8 m_L13im, avproximately $2 mo sty w2 L e
decicated Lo suppor: nhe procus of commodibies {nstwerk welors
and assoclated materialg) znd theiv devloyvment in supnet of eliors
to normalize and mprove servive delivery to Kosovo's echnlc-minoricy
enclaves.




sclvpent A
Mod. fication Na. 2
Task Crder Nurber: 04

FAR

Trdefinste Quantity Contract (100) MNumber: HEPP-L-00-03-00008-00
Fage 16 of 19

DELTVERABLES

i

ables ovtlined in the original

the on echives, gets, and dellve
Task Ovder ang confiimed in vne Sirsl Anrnaal Work Flan remarn. as
rovizerd helow:

} opiective | ' ] 2006 ’ ) o
ective i
! J Actual :
s g )
. Indicator Baselin 2007 2008 . 2009
No. supporti :
e Actual Target Target
ng these .
lts Revised |,
resu ‘ .
in 2007
Reaxcliioe ¢ {
. Voa g, lossexn - ;
' wWibil Drey _ous . . PR, e
beoia, 6, 7, ! ’ 11 0% 5 159%
]
. :
o, |t 18,7 i 7. 0% Lo Es
0o, 8
T, 2, 03, e ol ied ve.
N - . . i PR <y P
3. Y, 6, 7, ever avaloable Tor e L 9% Th EREIE S
t
sale
e RS RLAC Of H . - . N
4. 5, 4, 7, I¥ . S 3%.5% 60 0% B0t
) vrergy availlable [or .
el
) salce . » N
1, 2, 3, Collectrd 1evenue in 7ok i .
5. 5, 6, 7, Eurcs L |
Y 3 , _t b j

Additionally, the Contrastor Sake Lo
following additional indirszt

“he progvam:

szatiron of XEK diatrvibulicon (network acd

s SUpport oY The prival
supply) to a competesn. strategic invesror. [Pacilitaved by
activiliez under obieclive 3] through the combined efforts of the

nment of Xoscvo, sho ioternational conmunity, and the

coion Advisor,

a

*  Twplement new Chart of Accowrts, including snnua’ Balance Shects,
tements Faclilitated by

Lnoone Statements, and Cash Tlow St
activities under objectives: 47 ;



Mocirfionuion Ne 2

Task Ordey Numbor: 34

Tndrforite Quantity Contvact (IQ0) Nauber: FPP-1-00-03-00C05-00
Page 17 © :

[N
P
i

»  Support the unbund ing of XERK distribut.on O
frow generation arn mining [Facilitated oy =0
ochijectives: 4] ;

2rwork and supolvl
s whide

¢«  Complete ingtallat.om
Tacilitarad ny arvrivit

. tish & tully oplrs Tntornal KEK
capaizle of perform: epany atdi AacLivibies
under chijectivoes: “’«. _,j ;

¢  Support the continusesd fational Anb: -
Corrvaption Devartmsi: ezt ion
re ing through Thato Lot cilitaved by
sctivicies under ob eci] 5, B

»  Inprove dsrest i nantd; sueh that

shat pay 1n
: Cosupply
tatod by actavinces npder oblecTives: ; C,OB L, 6, T, B

by tle crd ol the
ful. £
[Facili

poricrman
use

have

ov their elaciyi
i

¢ Achieve reducticns et rzoity by

revage us

cusie an end-agen

duc o

houscholds by al
.

eval #3 a regul!l etieotive enfor:
dizcoanection policy (Facilitated Dy

ot ooliectien and
olbrjectiv

| . - . o .
_:., 2, 5‘ RN SO EPEE T

rrd of the period

vives: 5, &

e  Redure anaccountz=d Jov aoleocrricivy Lo L
of werformance | plitated by activeri=s under
&1; and

» Tuwprove Lhe financial performance ol (B by sbryie - oachiave o
collecticon ratio sasT avallable cooity) of 803, thus
welping o limit any futurs KER distribution and aenersiicn
related demands o Lho Kesovo Consalidated Budaget to either highew
rhian anlicipated supply costs, unpianned capital expenditures,
emergency situations, oo payment foxr customers thual are not
vermitted to be disconnecred in the evanlh of ron-payment
[vacilitated by act wvilics under cblectives: 1, 2, 3, 5, ¢, 7, 8

fue L

The Contractor ghe sabmit a rovised Anni
Cognizunt Technica, Oflloes ) that encompaases
amtivizias for the dava]wpmont awd inplementat ion of tasks detasled
by quarter within 15 days of the efiective cate of the Modification.
T"he Work Plan will contain a reviased Performdance Based Management
Systom (PBMS) for woniloring perfsrmance and iwpact of additional

Work Plan to che USAID
all additional

Tt

activities.

i
Houschelds consume aheut 60% of total clectoreity demand.
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Mod! fication No.

ask Ordsr Wumoer:

5-03-000048

Page 12 ot

Chyrent

a

Irdefinine Cuantity Contract (1QU) Number: [E2P-T.f

CRITICAL ASSUMPTION FOR PROGRAM SUCCESS
HSAIT s and | e Contractor efforts al KRE cannol be successful
without full
ard st EEK icself. USAID and the United Sratos Lmbahsy’s Chief ot
Led rhe iy exp

Migsion in Kosovo have ToOnmunicd
ol the
the Oovernment of Kosove on which continued US Supporl to anergy-

ime MinisLer, andg Sntend To

soctor development n Koscvo will be pasec ihis agre

.nclude specific references to Government of sosovo OOl

xebtor in thesr role as ‘3 to KEK

support the Conhr
Directors and KRY 8 management .

To monitor prodrs agminst Task Gracy <
eftective dla ogue with Government
the Government of Kosovo will moe

frequently than once per gu

(not le

Gy me il

USATD will cons <
Directors’, and KEK Manadg the terms of rhe
vefercnced agreenens .  Where nop-corpliance i 20@&rV“1, UEATTD will

coibeypay Lo Te el f topremed. g

istently monihox
ment s adhereros

Lok Govarnment ol

URATD determire wnat o such ron Te or

DEACD may cali lor a suspenzion oy rerminatien of the

PERSONNEL

and meet the

At onal b

In ordes to ac
rargete, the Contractor shall

Term Advisors as per the revised staffing s

shedule oelow:

Resident Advisors as follows:

Chiel

o

of Party

‘. Nglwork Advisor
3. Supply Advisors - 2 Persons
q. Legal Advisor

. Finance and hocowiting Advisor

. Anti-corrupticn Advisor
Comrunications and Qutresch AvIsSOr
R Procurcmert and Administration

2
\V

-1

Short-Term Advisors in the following areas:

o

Human Regourcess
. Regulatory
Znginzering {Therna! and Hydro Generation) - 2 Persons

[

4 IT
5. Leyal

5. Frocuremenl (meters!)

o T

fit

commitment and support of key countorparets in Government

sralions Lo the offlce
o lucde 2 Pormal agreement with

JbAIL Atied

oy’ s, KEXK Board ol

mebi 1rze addicional Residenc dld Shor:.

K

I

3
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vModitficetion No. 2

Task

sl Ovder
FPE T-0D0-03-00005-00

indefirite Quannity Cont

(100 Nurbeo:

Local Staff

£

T B - B
VAQSOVAD seall 45

limitea vo
Centraator

Adviasors.
shal’
conals
supoerts KEK counterparts an
positicne arc euvisioned, in additvior
cur L ent

orofes:

Lo

techn

ard

o]
o]
ot

Task

Order.

- END QF ATTACHMENT A -

eatey pamber of local

Numbor : 3}

Zage 19 ol 13

currenliy

The

Fove






