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 Conclusions  

 

The sixth committee meeting of the Stabilisation and Association Process Dialogue on Economy, 
Financial Control, and Statistics took place in Brussels on 16June 2015. 

The meeting was co-chaired by Mr. David Cullen and Mr. Istvan Jakab from the European 
Commission (the Commission) and Mr. Jeton Karaqica from Ministry for European Integration 
(MEI). The complete list of participants is attached in the annex. 
 
On behalf of the Commission, Mr Cullenand Mr Jakab in the opening remarks highlighted the 
latest economic developments including Kosovo's macro-economic developments, fiscal and 
financial policies, structural reforms and private sector development, the statistical system, and 
financial control. The Commission congratulated Kosovo on achieving a staff level agreement on 
a new Stand-by Arrangement with the IMF. The Commission also focused on the importance of 
the recently adopted Council Conclusions on the Economic Reform Programme and stressed the 
need for Kosovo to focus on the implementation of the recommendations. Mr. Krasniqi 
highlighted that the government has a four year program. Based on this program, the Economic 
Reform Program (ERP) was prepared. Medium Term Expenditures Framework (MTET) was also 
prepared based on this government program. He also highlighted the fiscal changes and their 
impact on the Kosovo economic development. 

 

I. ECONOMIC AND FINANCIAL ISSUES 

Recent economic developments and outlook 

The key economic aggregates were discussed including GDP growth, inflation and balance of 
payments. The Kosovo authorities noted that real GDP grew by 3.3% in 2014, while the 
Commission drew the attention to a much lower preliminary figure published by the Agency for 
Statistics (0,9%). Kosovo expects growth to accelerate to around 3.8% in 2015, mainly composed 
of an increase in consumption, in the export of goods, and a slow increase on imports. 
 
Consumption and private investments as well as exports (to a lower extent) are the categories 
expected to boost economic growth in Kosovo during the 2016 – 2018 medium term period. 
Consumptionis expected to decline in relation to GDP; however it still will continue to be the 
largest contributor to the Kosovo GDP growth in the 2016-2018 periods, supported by 
remittances. Concerning investments, although the European recovery remains slow the overall 
perspective is positive. 

The trend of slow growth in the price level measured by the annual change in consumer price 
index (CPI) has continued in 2014. Consumer prices are expected to remain low in the medium 
term period, 0.2% in 2015, and averaging 0.5% in the period 2016-2017. 



The external positionof the economy continues to be determined by developments in the global 
economy and European Union in particular. Imports are expected to continue to grow at a slow 
pace (on average 4.7% in nominal terms). Export of goods is projected to grow at an average of 
9.6% per year. 

The Commission noted that despite public wage and pension increases, as well as higher 

remittances, economic growth slowed down in 2014. Due to the political circumstances some 

public investments were delayed. The Commission highlighted that the production base remains 

weak and investments mostly focus on the retail sector.External vulnerabilities remain a defining 

feature of Kosovo economy, owning to its unproductive and narrow production base. Reliance 

on volatile and gradually decreasing FDI for financing, further stresses the importance of 

improving the investment climate and reopening the privatisation agenda. If the ambitious level 

of investment forecasted for the period 2015-2017 does not materialise, the current account 

would likely deteriorate (in spite of recent signs of some import substitution). Should this 

happen, Kosovo would need to find alternative external financing as its foreign exchange 

reserves are limited. 

The challenge remains to sustain and increase Kosovo’s long term growth. There is a need to 
address obstacles to growth including a challenging business environment, a low level of foreign 
direct investment, rule of law, high cost of financing and administrative barriers. In view of 
precarious labour market situation with high unemployment, the Commission recommended 
addressing the evident skills gap in the labour market and weaknesses in the education system. 

Follow-up actions: 

 Preserve the capital spending of the budget 

 Implement the ECOFIN recommendations on the Economic Reform Programme 

 Share with the Commission the 6-month report on implementation of Government 

priority actions for 2015 including those covered by the ERP 

 

Recent budgetary developments and outlook 

Execution of the 2015 budget 
From January to April 2015, budget revenues were around 7% higher compared to the same 
period of 2014, amounting to 27% of the annual forecast for 2015. Compared on a monthly 
forecast basis, all revenue categories have performed according to the plan with a standard 
deviation of ±3%. The Commission pointed to the unrealistic 2015 budgetary figures, especially 
as regards the revenue forecasts – especially if compared to the 2014 budget execution (rather 
than forecast). The need to include a realistic update in the mid-term budgetary review was 
stressed.  
 
Total expenditures indicate for an increase of 3.8% compared to the same period of 2014. As per 
annual plan, the categories of wages and salaries, and subsidies and transfers marked a 30% 
execution rate, followed by goods and services which marked a 25% and capital spending 10% 
execution rate. 
 
 
Expenditure and revenue performance; review of effects of fiscal measures taken in 2014-15 
On revenue performance, the receipts for the period January - 31 March 2015, excluding the 
designated donor grants and trust funds, stood at EUR 330.91 million, representing 19% of total 
annual receipts planned. There is an increase of 7% compared to the same period of the previous 
year. 



On expenditure performance, the payments (outflows) for the period January - 31 March 2015, 
excluding the designated donor grants and trust funds, were EUR 299.29 million representing 
17% of total annual plan. There is an increase of 12% compared to the same period of the 
previous year. 

As a result of revenues collection compared to payments, there is an increase of money by EUR 
33.19 million as of March 31st, 2015. The balance of Kosovo Budget funds in bank account stood 
at EUR 197.32 as of March 31st, 2015. 

On fiscal measures taken, the recently adopted Government Programme has initiated changes to 
the tax system which are expected to foster investment (particularly in manufacturing) and private 
consumption.Those changes include among others liberalising the market for fiscal cashiers, this 
will have an impact on reducing the cost of devices as well as maintenance of these devices for 
businesses, so that the number of formalised businesses will increase, thus reducing informality 
and contributing to tax revenue collection. Further changes in the law on VAT include the 
lowering of threshold for VAT registration from EUR 50,000 to EUR 30,000, differentiation of the 
VAT rate by setting a reduced rate for basic products at 8% and a standard rate of 18%. The 
changes made to the VAT law are foreseen to generate additional revenue of EUR 15 million in 
2015 and EUR 35 million annually in subsequent years. 

Sources of deficit financing and government debt  
Regarding sources of financing, mid-term overall budget deficit is planned to be financed from 
domestic and external borrowing, bank accumulated balance and revenues from free funds of 
liquidation process. During the period 2016-2018, the cumulative value of borrowing is expected 
to reach EUR 499 million while payments of principal amount to EUR 144.8 million. 

The Kosovo authorities reported that the only form of borrowing for domestic debt so far has 
been through the issuance of marketable Government Securities in the official currency (EUR). 
For the reporting period covering June 2014 through May 2015, there have been a total of 21 
auctions with a nominal gross total of EUR 386.4 million, out of which EUR 106.5 million were 
net new borrowings.Government Bonds with maturities of 2 years were introduced in 2014, 
whereas 3 year and 5 year bonds are planned to be issued in 2015. They also noted that in order 
to reduce re-financing and interest rate risk, the 3 month and 6 month outstanding debt has been 
decreased relative to the size of the portfolio and all new debt issued has a maturity of 12 months 
or longer. We project that by the end of 2015, the average maturity time of the Domestic Debt 
will exceed 12 months for the first time since the introduction of Government Securities as a 
borrowing instrument in 2012. 
 
Main features and policies of the 2016 budget and implementation of the fiscal rule 
The Kosovo authorities informed that main budget features for 2016 are developed in the 
Medium Term Expenditure Framework 2016-2018.With this fiscal plan, the Government of the 
Republic of Kosovo is committed that within 3 years to collect EUR 4.8 billion, an average of 
EUR 1.6 billion per year. Spending is foreseen to amount to EUR5.2 billion, for an economy 
growing by an average of 4.4% per year. The plan aims to reach the goals within the parameters 
of a sustainable macro-fiscal policy, while maintaining the legally defined level of deficit and the 
sustainable level of public debt. 
 
Revenue forecasts for the period 2016-2018 are based on the macroeconomic scenario with 
expectations for recovery and economic growth. A significant contribution to the revenue 
growth is forecasted through the implementation of the strategy for prevention and combating 
the informal economy with the aim of narrowing the tax gap base of direct and indirect taxes. On 
the other hand, the forecast has taken into account the negative effect on budget revenues of the 
entry into force of SAA and free trade agreement with Turkey(from 1 January 2016). 
 



Kosovo authorities noted that the budget deficit at the end of the year 2015 will be at a maximum 
of 2.3%. However, in the next three years on average the budget deficit will stand around 2% 
which means the deficit will stand within the fiscal rule since there is a 0.5% tolerance according 
to the law on public finance management and accountability. Furthermore, the plans on 
reduction of expenditure were discussed. 
 
The Commission raised the question if the whole value of capital spending for the route 6 has 

been accounted for in the forecasting table. Kosovo institutions replied that in previous 

document the route 6 has not been fully included in financing, there have been approximately 

EUR500 million but not all contracted detail amounts that it must be finalised in 2018 

 
Economic Reform Programme and follow up 
Kosovo authorities informed that the Economic Reform Programme was adopted on 25th of 
January 2015. The document consists of two parts. Part I outlines medium-term macro-economic 
and fiscal policy framework and discusses those structural reforms and policy measures that 
underpin this framework. And Part II, which outlines the structural reform measures of a more 
sectorial nature are addressed with one underlying objective – to strengthen international 
competitiveness of Kosovo and consequently to strengthen its economic growth. Kosovo also 
noted that it is in the process of drafting the National Development Strategy and ERP will be a 
tool for measuring and monitoring its implementation progress. 
 
The Commission invited Kosovo to strengthen the fiscal rule enforcement and monitoring 
mechanisms to avoid ad-hoc decision making and re-establish credibility of fiscal policy. In view 
of the expansionary fiscal policy focused mostly on infrastructural projects, the Commission 
encouraged the Government to set up an advisory body that will contribute to the assessment of 
major infrastructure projects, including their fiscal impact, and ensure that they are aligned with 
the regional agenda. 

Follow-up actions: 

 Implement the fiscal rule,  

 Share with the Commission a copy of the Quarterly Report for implementation of 
Strategy on Prevention and Combat of Informal Economy 

 Provide written information on the existing set up of the government advisory body that 
assesses major infrastructure projects, including their fiscal impact, and ensure that they 
are aligned with the regional agenda. 

 Inform the Commission on the final version of the agreement with IMF 
 

Financial sector developments and reforms 
 
The Kosovo authorities presented the state of play of the legal framework in the field, including 
the draft Law on General Insurance and Law on Microfinance Institutions and Non-bank 
Financial Institutions. As to the secondary legislation, the authorities reported the approval of a 
number of amended as well as new regulations.The Central Bank of Kosovo (CBK) reported that 
it has also issued a new Regulation on Internal Procedures for Handling Complaints, which has 
entered into force in September 25th, 2014. A new Guideline on Mortgages for consumers is 
finalized and expected to be issued soon. 
 
CBK noted that for the supervision of insurance companies, it has amended most of the existing 
rules, in order to prepare for the adoption of the new requirements foreseen with the new draft 
law on insurance supervision, which will be entering into force with the approval of the new 
Law on General Insurance. Three regulations for insurance supervision have been amended in 



order to clarify and set proper requirements for licensing insurance companies and insurance 
intermediaries, as well as to review the requirements for Capital Adequacy, Financial Reporting, 
Risk Management, Investments and Liquidity. 
 
On the development of the secondary legislation for supervision of the pension funds, some of 
existing rules were amended in order to complete regulatory framework with the new legal 
requirements of the Pension Law. The CBK has issued five regulations on the pension funds. 
 
It was also highlighted that in the course of improvements of legal basis for the payment system, 
work has continued on the replacement, supplementing and harmonization of regulations and 
operational guidelines with the payment system law. 
 
On Anti-Money Laundering Regulation and Examination Manual, CBK informed the 
Commission that it has amended the existing rules on prevention of money laundering and 
counter terrorism financing, based on the new requirements and changes adopted with the new 
amendment of the Law on Anti-Money Laundering and Counter Terrorism Financing. 
 
CBK noted that the Bank Liquidation Manualis also under revision, which will adopt new 
requirements of the Banking law, clarify the operational procedures and proper documentation 
in order to facilitate and fasten the necessary actions/measures to be taken in case of 
deterioration of any licensed institutions and also through the adoption of appropriate 
procedures 
 
On banking supervision sector, the CBK noted that the draft-manual on risk based supervisionis at 
final stage of approval. It was also noted that since September 2014 the CBK has started the 
project for Implementation of Basel Capital Framework, with the support of the GIZ. They 
highlighted that the process of development of the software reporting for CBK - "Off-Site 
Regulatory Reporting Software(ORRS)" has started in April 2015 and is expected to be completed 
within six months; it includes training of banks, MFIs and NBFIs for reporting to the CBK. The 
new regulation on Emergency Liquidity Assistance(ELA) is developed; the new regulation 
specifies modalities of a bank applying for ELA, when in need of liquidity. 
 
On insurance supervision sector, the authorities reported that the number of companies operating 
in the market remained thirteen, of which ten offer non-life insurance and three offer life 
insurance products. Four (4) of them were foreign companies with mixed capital (Austria and 
Albania), four (4) are with domestic capital, two (2) with capital from Slovenia and a company 
from Croatia, Albania and Turkey. The total assets of the insurance sector total EUR140.4million 
with an increase of 5.8%, while equity amounted to EUR47.7million, marking an increase of 
4.1%. Kosovo authorities informed that the Non-Life insurance companies dominate in insurance 
sector in Kosovo with participation from 90% share of the total assets of the insurance sector. Out 
of the total assets of non-life insurance, about 61% of them are foreign-owned while only 39% are 
with domestic ownership. In the end of the year 2014 gross written premiums were 
approximately EUR82.1 million, of which EUR79.6 million were non-life insurance and only 
EUR2.5 million were Life insurance products. It was noted that gross written premiums are 
increasing for 3.7% compared with the same period of the previous year. 

Concerning the financial stability, theCentral Bank representatives offered a detailed presentation 
on the financial sector developments over the year. Kosovo’s financial system continued to 
expand its activities during first quarter of 2015. Total assets of the financial system (excluding 
CBK assets) marked an annual growth of 10.1%, standing at EUR 4.69 billion in March 2015 
(81.2% of GDP in 2015). Banks remain the dominant financial intermediaries with 69.3% of the 
total financial sector assets, followed by Pension Funds and Insurance companies with 25.1% and 
3.0%, respectively. 



Lending activity continued to grow with a faster pace compared to the previous year. In March 
2015, total loans amounted to EUR 1.90 billion, which represents an annual increase of 4.3 
percent (2.4 percent in March 2014).In March 2015 loans to enterprises continued dominating the 
loan portfolio with a share of 66.8% (67.6% in March 2014), whereas loans to households 
represented 32.9% (30.9% in March 2014). Deposits in March 2015 reached the value of EUR2.57 
billion (EUR 2.43 billion in March 2014) which represents an annual increase of 5.9% (7.1 percent 
in March 2014). The liquidity position of the banking sector in the first three months of 2015 
continued to be satisfactory. Total liquid assets to total assets ratio in March 2015 stood at 32.5% 
(33.6% in March 2014). The loans to deposit ratio decreased to 73.9% in March 2015 from 75.1% in 
March 2014. 

The interest rates were discussed in the meeting. It was reported that the average interest rates 
on loans and deposits continued their downward trend. The average interest rates on loans 
decreased to 8.9% in March 2015 from 11.2% in March 2014. The average interest rate on loans 
for enterprises in March 2015 stood at 8.9 % (11.3% in March 2014), while for households it stood 
at 8.9% (11.1% in March 2014). 

Non-performing loans in March 2015 decreased at 8.1% from 8.6% in March 2014 and they 
remain highly covered with provisions (116.4% in March 2015 compared with 114.6% in March 
2014). Regarding the sectorial distribution of NPL, the services sector (including tourism, hotel 
and restaurant) was characterized with the highest decrease of NPL to 7.8% in March 2015 from 
10.6% in March 2014. On the other hand, NPL to the real estate and construction sector had the 
highest increase of the NPL ratio to 14.9% in March 2015 from 12.3% in March 2014. 

The Commission and Kosovo authorities discussed the letter of conformance, in this regard, 
Kosovo authorities informed that there has been signed a unique letter by all banks; this letter is 
only a commitment and it does not bear any additional costs.Additionally, the Commission 
raised the question if there a uniform development across the banking sector or some banks 
struggle over the other, authorities replied that there is a uniform positive development across 
all the banks in Kosovo. 

Follow-up actions: 

 Adopt the law on General Insurance 

 Adopt the Law on Microfinance Institutions and Non-bank Financial Institutions 

 Adopt the Bank Liquidation Manual 
Continue with the implementation of the Basel Capital Framework 
 

II. CAPACITY TO COPE WITH COMPETITIVE PRESSURE AND MARKET FORCES, 
STRUCTURAL REFORMS, PRIVATISATION AND PRIVATE SECTOR DEVELOPMENT 

Key Sectoral Reforms (Health Care, Public Administration) 

Health care 
The Kosovo authorities presented the state of play in the health sector; Kosovo Clinical 
University Hospital Service is fully functional as a legal independent body in terms of finance 
and decision making. 
The Chambers of Health Professionals are functional and they are in the process of preparing to 
join World health professional alliance, while on health information system 35% of health system 
has the software and hardware in place. As regards the necessary sub legal acts to start with the 
implementation of law on health insurance fund, they are still in the process of preparing. The 
insurance premium collection was also discussed. 
 
The Commission enquired in particular on the Health Insurance and the Development Fund. The 
risks presented to public finance by an unstable energy sector were pointed out. 



Follow up actions: 

 Introduce the mandatory health care contribution scheme starting with 2016 

 Adopt the administrative instruction on Essential List of Health Care services and Price 
for each basic health care service, Q4- 2015.  

 Adopt the Administrative Instruction for premium collection, Q4-2015.  

 Adopt the Administrative Instruction on mandatory health insurance,  Q4-2015 

 Adopt the Administrative Instruction on prices of drugs and categories of citizens with 
the right to reimbursement of medicines and medical consumable material, Q4-2015 

 Approve the regulation on the Financial Management of the Health Insurance Fund 
(HIF) / HFA, Q4-2015. 
 

Public Administration 
The Kosovo authorities informed the Commission on the latest developments of the Public 
Administration Reform. It was reported that it has started reviewing the PAR strategy and the 
Government of Kosovo has drafted PAR Strategic Framework and established adequate 
structures for monitoring the process of drafting, implementing and reporting. The deadline for 
costing of the strategy is the end of the June. 
 
The MPA also has finalized the Draft-Strategy for Training of Civil Servants 2015 – 2019 and by 
next month will be sent to GoK for approval. The Job Catalogue was approved by 05 February 
2015, by the Government of Kosovo and it is distributed to the Ministries. Where, 70% of 
institutions have send to MPA their proposals of job classification based on Job Catalogue. 
 
The Kosovo authorities informed that Law on Public Wages   is under preparation and it is 
envisaged that for three months to be approved. The Law for Public Wages regulates the height 
of salaries for all civilian officers. The law does not provide reduction or increase the number of 
staff, but only determines the salary hierarchy based on coefficient ranging from the president.  
 

Follow-up actions: 

 Adopt the Law on Salaries 

 Adopt the revised Strategy for Public Administration Reform 
 
 

Business environment, administrative efficiency and other measures to support private sector 
development 
On the private sector development, the Kosovo authorities presented the state of play of the 
overall Business Environment. 
The authorities informed that Government has established working group on drafting the Law 
on Bankruptcy .The concept paper was submitted and approved by the government and it 
expected to approve by and of this year. 

As regards the administrative efficiency for doing business, a functional analyses and 
performance review was conducted in the 20 One Stop Shops. From the business environment 
perspective, the Government has initiated changes to the tax system which are expected to foster 
investment and private consumption. 

The Commission asked for more efforts regarding the efficiency of judiciary system. Kosovo 
authorities explained that there are tentative plans to create a special department within the 
court which will deal only with the issue of businesses. 

Follow-up actions: 

 Adopt the Law on Bankruptcy Q4-2015  

 Take measures to further improve the business environment, 



Trepça 

The Kosovo authorities informed the Commission on the latest developments of Trepça and 
considering that Trepça operates based on Article 37.a of the Law no. 05/L-009 on Amending 
and Supplementing the Law no. 03/L-087 for Public Enterprises, "Trepca under KPA (Kosovo 
Privatization Agency) administration" will be regulated by specific strategy and law in the 
future. 

It was stated that Trepça is a priority on National Program on Economic Reform 2015 -2018; it is 
foreseen to draft a special Law on Trepca which regulate its status. A Working group for 
preparation of action plan and Strategywill beestablished.  

The Commission was interested to know more about the latest development of Trepca, including 
its financial position and the issue of subsidies. It was explained that financial statements for 
Trepca are prepared regularly.Trepca operates as a legal entity with its own fiscal registration 
number and VAT number. It currently operates with two managements in south as well as in 
north. 

As regards subsidies toTrepça, it was agreed to provide additional information. 

Follow-up actions 

 Provide more information on  subsidies toTrepca 
 
Other policies designed to increase competitiveness, (e.g. Development Fund, Agricultural 
subsidies priorities) 
The Kosovo authorities informed the Commission on the latest developments of Agriculture 
policies. It was stressed that Agriculture and rural developments are e key sectors within the 
strategic planning of the Government of Kosovo. The Agriculture policies are oriented in 
supporting production factors, stimulating farmers and creating more favourable development 
environment.  
As regards subsidies, the Commission noted their importance and asked for more details on the 
plan of subsidies. The Kosovo authorities explained the plans for next year.The budget for direct 
payments program was EUR 19,200,000 and was focused on three sectors including 13 sub-
sectors. 
 
Commission noted, since there is an increase in direct payment budget for subsidies, it is 
essential to establish linkages between the payments and gains productivity.It has been shown 
that sometimes direct payment can have distorting effects on the productivity of cultures raised.  
 It was stated that, the Government in accordance with the IMF program, will make a review of 
agricultural policies in order for this sector to be more competitive. 
 
As regard of development fund, the working group was established within the prime minister's 
office and the concept paper is being prepared which provides all the details and options of how 
to set up and facilitate the fund including the incorporation of a number of schemes such as the 
Credit Guarantee Scheme. The concept paper is planned to be finalized by Septemberfollowed 
by a specific law. It was agreed to provide additional information when new developments on 
the matter. 

Follow-up actions: 

 Finalize the concept paper for the Development FundQ3-2015 

 Inform the Commission on the developments with regard to the Fund 

 Ensure agriculture subsidies are gearedtowards investments and increased productivity 

 
Privatisation 



The Privatisation Agency of Kosovo (PAK) presented the state of play in the privatization and 
liquidation of SOEs. It was said that since September 2014 only 3 members of board had the 
mandate which did not constitute a quorum for decision making and due to the absence of the 
full composition of the board, the Agency could not distribute the funds to creditors in 
liquidation procedures sales. 
 
As regards the payments for the workers of socially owned enterprises (distribution of 20%), 
Agency during this period published 13 workers list and carried out interim distribution of 20% 
for eligible workers of 209 SOEs and subsequent asset sales.There are 12,000 the requests that are 
expected to be reviewed by the Supreme Court for resolution, which is causing numerous 
delays. 

The Commission expressed its concern on the lack of  a fully functioning board which affects the 
slowdown of the privatization.  

Follow-up actions: 

 Appoint Board members of the Kosovo Privatization Agency, September -2015  

 Speed-up privatisation of SOE’s and liquidation cases started earlier and initiate the  
liquidation process for the remaining companies (PAK) 

POEs:  PTK privatisation; Brezovica, KEK distribution and supply;  

PTK privatisation  
The Authorities noted that there are no developments related to PTK. The Government Program 
2015-2018 foresees a feasibility study on the process of privatization options. Following this, 
restructuring should be done entirely and begin with the initiation of the privatization process. 
However it all depends on the findings of the feasibility study. 
 
Follow-up actions 

 Conduct a Feasibility Study for privatization options 

Brezovica 
As regards Brezovica , on April 14th the Inter – Ministerial Steering Committee (ISC) formalized 
the contract for the Brezovica Resort Development Project with the French consortium, Brezovica 
Resorts, LLC. The proposal is for a phased investment worth EUR 409 million and is expected to 
create some 3,000 jobs. The Contract enters into force six months after its signature. 
The Commission was interested to know more details on the stages of the project including the 
budget. It was agreed to provide additional information on writting. 

Follow-up actions: 

 Provide more information on the development plan for Brezovica with regard to the 
initial investment, duration of lease, the expected potential gains, budgetary implications 
and jobs to be created. 

 

KEDS privatisation  
The Kosovo authorities informed that the unbundling between KEDS Distribution (KEDS) and 
Supply (KESCO) divisions has been completed by December 31 2014, in accordance with the 
Energy Laws and Implementation Agreement. 
 
As regards energy billing and collection, it was mentioned that there is an increase compared to 
last year. Collection compared to billing in distribution for the year 2014 was101%. Distribution 
losses level in 2014 is reduced to 33. 50 %. Reduction of overall distribution losses during 2014 in 
comparison with 2013 is 2.04%. Broken down, technical losses make up 15.56% and commercial 
losses 17.94% (including 5.04% of the non-billed energy supplied to north). 



 
The Kosovo Authorities informed Commission regarding the Request for Proposal for the 
“Kosova e Re” power plant project on April 2014, a bid was submitted by one of the pre-
qualified bidders on 19th December 2014. From the three pre qualified bidders (Contour Global, 
PPC and Park Holding) the bid was submitted by Contour Global.The bid is evaluated in the 
technical and financial terms, and based on this evaluation, the steering committee decided to go 
further with negotiation phase. 
 

As regards on Decommissioningof TC Kosovo A, the process is taking place in accordance with 
Government Decision no. 04/156 for the decommissioning and dismantling of facilities such as 
gasification, fertilizer, heat plant and other facilities that do not impede the normal operation of 
the active units of TPP Kosovo A. 
 
As regards the Refurbishment of the Kosovo B Power Plant, it was stated that a Feasibility Study 
will be carried out under IPAfor identification of the relevant environmental measures based on 
the directives, and Study for financing which is going to be done from USAID - five year 
program forKosovo for modalities for financing the refurbishment of the plant in view of plant's 
compliance with the Energy Community. 
 
Discussions took place on the efficient energy fund. The Government informed that it intends to 
prepare an analysis to look into possible options including its financing. Afterwards it will take a 
decision on whether the fund will be part of the overall Development Fund. 
 
III. STATISTICS 

As regards the legislative developments, Kosovo authorities informed that KAS has undertaken 
all necessary activities for amending and supplementing the Law on Official Statistics in efforts 
to further strengthen the role of KAS management.It was noted that the Law on Population 
Census has been drafted for four (4) municipalities in northern Kosovo that did not participate in 
the census of 2011.Eurostat previously supported the amendments of the Law on Official 
Statistics in a letter, and reiterated its readiness to assist authorities on the population census for 
northern municipalities. 

The latest developments regarding the implementation of the Official Statistics Programme 2013-
2017were presented in the meeting where Kosovo authorities reiterated their intention to 
continue the implementation of this programme.The Authorities informed on the approval of the 
2015 work plan and progress made with regard to the introduction of classification of economic 
activities NACE Rev. 2 into the Statistical Business Register, agriculture census, implementation 
of ESA 2010, and quarterly national accounts. Regarding ESA 2010 discussions took place on the 
national account and balance of payment statistics. Authorities presented a number of 
improvements that have been made in special fields such as: Research and Development 
Assessment (R&D), FISIM, Central Bank Output, Non-life (asset) insurance output assessment 
and Weapons System Assessment. KAS also added the need to strengthen resources in order to 
implement some of the developments foreseen in the Official Statistics Programme such as 
conducting a SILC and quarterly LFS. 

On administrative capacities, KAS reported on the implementation of the regulation on the 
internal reorganisation of the agency. KAS highlighted that it has requested financial resources 
for 29 positions for the development of national accounts and economic statistics.and it was 
underlined that the increase should be of professional staff. 
 
The agriculture census was discussed in the meeting. It was stated that final results are planned 
to be published in September 2015. Data editing is in process. 
 



Eurostat welcomed the recent positive developments, in particular the finalisation of the 
European classification of economic activities the so-called NACE Rev. 2 into the business 
register, and beginning quarterly national accounts as well as implementation of ESA2010.It was 
noted that the implementation of the statistical law including secondary legislation and the five 
year statistical programme are important steps in developing the statistical system in Kosovo. 
The Commission pointed to the need to adopt the amendments to the Law on Statistics and for 
the Government to commit and ensure sufficient human and budget resources to Kosovo's 
Agency of Statistics in order to fully implement its mandate. The discussion also focused on the 
requirement to strengthen national accounts, business statistics, and to fully implement ESA10 
regulation in all areas. 
 
Follow up actions: 

 Adopt the amendments to the Law on Official Statistics and continue strengthening the 
legal framework on areas such as coordination and budgetary commitment. 

 Implement the five year statistical programme and annual programme of KAS and use 
them as tools for planning and prioritizing projects. 

 Take measures to strengthen capacities of KAS including the allocation of adequate 
financial resourcesand in particular increase the number of technical and highly qualified 
staff. 

 Develop further the national accounts, and its source statistics such as the quality of 
Structural Business Statistics, increasing availability of short term indicators necessary 
for quarterly accounts and further implementation of ESA2010 in all areas. 

 Continue and update the Commission on the preparations for the population and 
housing census for the municipalities that were not covered in the 2011 one, consider 
asking for international monitoring for this census.  

  
 

IV. FINANCIAL CONTROL 

The Kosovo authorities presented an update on the developments in the area of Public Internal 
Financial Control (PIFC) highlighting in particular the adoption of the Strategy on Public 
Internal Financial Control 2015-2019 by the government in April. The four objectives of the 
strategy were elaborated by Kosovo authorities. 

The Kosovo authorities also outlined that the Ministry of Finance had produced a consolidated  
Annual Report on the functioning of the PIFC system (both Financial Management and Control 
and Internal Audit), which included the identification on weaknesses and proposed measures for 
improvement. As regards capacity building for PIFC, the Kosovo authorities highlighted a 
number of trainings for financial officials and internal auditors. 

On external audit, the Office of Auditor General (OAG) presented an update on latest 
developments. A revised law for the Auditor General and National Audit Office is in the 
pipeline and the Kosovo authorities stated that the amended law will improve the financial and 
operational independence of the OAG.The authorities also outlined that a revised Corporate 
Development Strategy 2014-2020 has been drafted but indicatd that its adoption is on hold, 
pending the approval of the new Auditor General.  

OAG has conducted some 102 audits including statutory regularity audits and non-statutory 
audits for the audit season 2013/14. The audit season 2014/15started in September 2014 and 
OAG plans to report around 118 audits such as: the statutory KB audit report, eighty-eight 
statutory audit reports under the KB, eighteen non-statutory audits and eleven donor funds 
audits. 

On PIFC, the Commission took note of the positive steps taken regarding recent improvements 
to the legal framework and the restructuring of CHU. Further, the Commission stressed its 
positive assessment and support for Kosovo's new Strategy Paper on Public Internal Financial 



Control (PIFC). The Paper shows considerable ambition in its outlook, and the Commission 
highlighted the need for coordination of PIFC implementation with other ongoing reforms in the 
areas of Public Financial Management and Public Administration. 

On external audit, the Commission noted the ongoing reform activity of the Office of the Auditor 
General especially the ongoing recruitment procedure for a new Auditor-General and the 
drafting of a revised law on the Office of the Auditor-General. The Commission highlighted that 
independence and impartiality are prerequisites for a well functioning public external audit and 
in particular, the process for setting the Office’s budget should be free from influence by the 
Executive. 

Follow up actions: 

 Adopt the necessary secondary legislation in the area of PIFC. 

 Begin implementation of the Strategy on Public Internal Financial Control 2015-2019. 

 Adopt the Law on External Audit, in accordance with internationally recognised public 
sector auditing standards. 

 Appoint the Auditor-General. 
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