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1. INTRODUCTION

1.1.Context

Albania has continued to implement the Stabilisation and Association Agreement and the
meetings of the joint bodies under the agreement took placélovember 2016 the
Commission recommended the opening of accession negotiations subjectilde caed
tangible progress in the implementation of the justice reform, in particular-thahgation of
judges and prosecutors (vetting). The Commission has continued to monitor thoroughly the
developments in the context of the Five Key Priorities.

1.2.Progress on meeting the conditions for opening accession negotiations

Key Priority 1. Albania was requested to reform the public administration with a view

to enhancing its professionalism and deoliticisation. The relevant legal and strategic
framewoks are now in place. Implementation of public administration reform has continued
consistently, following the adoption of the civil service legislation, advancing further towards
a professional and medfilased civil service. The transparency and qualitymefit-based
recruitment and selection procedures for public posts were enhanced, particularly for the
central level of governance; the capacity of the institutions responsible for management and
monitoring of the civil service was strengthened; the ojmeral infrastructure of service
delivery was improved through os¢opshops and further implementation of the territorial
administrative reformgee section 2.1.2 Public administration refgrm

Key Priority 2: Albania was requested to take further action to reinforce the
independence, efficiency and accountability of judicial institutions.A thorough and
comprehensive justice reform is being implemented. It was launched with a set of
amendments that changed to one third of the country's constitution. dihdeatures of the
ongoing reform can be summarised around the following pillars: measures to fight corruption,
including by establishing a new Special A@orruption and Organized Crime Structure
(SPAK); measures to reduce the influence by the parliaraad the executive on the
judiciary; measures to increase the independence and effectiveness of the High Court, as well
as the independence, impartiality and transparency of the Constitutional Court and the High
Council of Justice and Prosecution systemeasures to increase accountability of judges and
prosecutors, including by setting up the new High Judicial Council, the new High
Prosecutorial Council, as well as a High Justice Inspector; measures to increase justice
efficiency and access to justice. glamentation of the various components of the reform is
progressing well, in line with the legal provisions, in terms of steps and calendar. The work on
the establishment of the new bodies for the-gelfernment of the judiciary is also
progressing. In atition to the institutional restructuring of the judiciary, the reform process
foresaw the launch of a generaliseeev@luation (vetting) of all judges and prosecutors. This
entails that around 800 professionals are currently undergoing scrutinyefimg has now
started. The Albanian vetting institutions have completed the assessment of the top priority
cases (i.e. all judges at the Constitutional Court, the President of the High Court and the Chief
Prosecutor). The first hearings resulted in the disaliof a Constitutional Court judge and of

a Court of Appeal judge, also candidate to the High Judicial Council. Seventeen high ranking
judges and prosecutors resigned (some at the very start of the process, refusing their assets to
be verified, some asHeo retire or leave service upon reaching the end of their mandates, and
some just before the hearings, after receiving notification of the findings to be discussed in the
hearing). Another hearing in early April resulted in the confirmation in duty of a
Constitutional Court judgésee section 2.2.1 Chapter 23: Judicial and fundamental jights



Key Priority 3: Albania was requested to make further determined efforts in the fight
against corruption, including towards establishing a solid track record ofproactive
investigations, prosecutions and convictionsgn recent years, substantial work was done to
improve the legal framework and the institutionabget(including SPAK) to strengthen the
system to prevent and fight corruption. As regards the effowsrds establishing a solid
track record in the fight against corruption, the positive trend of recent years continued. There
is an increase of activity at different points of the investigation chain. The police increased the
number of referrals of corption cases and the number of corruption cases sent to court also
maintained an increasing trend in recent years. The overall number of first and second
instance convictions involving junior or mideitanking officials has constantly increased in
recent yars. Regarding convictions of higgvel state officials, important results have been
achieved in the judiciary. Convictions have been rendered against prosecutors and judges. As
regards the opening of new cases against-sigte officials, these also m@ased. However,

the number of final convictions of higgtate officials remains very low.

The establishment of a solid track record of proactive investigations, prosecutions and
convictions in the fight against corruption remains nonetheless atdomgobjective that
continues to require further structured and consistent efforts. The efforts noted since the Five
Key Priority framework was established, seem nevertheless adequate to consolidate further
progress in this area, which will remain a core aspéd&U engagement in the context of
future negotiationssge section 2.2.1 Chapter 23: Judicial and fundamental fights

Key Priority 4: Albania was requested to make further determined efforts in the fight
against organised crime, including towards estaighing a solid track record of proactive
investigations, prosecutions and convictiong.angible results were achieved in particular in

the fight against the cultivation and trafficking of cannabis. In 2017, a substantial reduction of
cannabis cultivation rad a considerable increase of seizures, in particular of stocks of
cannabis, were detected. Large scale law enforcement operations also led to successful
confiscation of large quantities of cannabis stockpiled from previous crops and, recently, also
cocaire from Latin America and covered also trafficking of human beings and property rights
abuses. Work continues on preparing for the vetting of police forces (law adopted in principle
by the Assembly at the end of February). As regards the track record fighheagainst
criminal organisations and structured criminal groups, the number of referrals has increased in
the past years, and has particularly intensified in the past months, but the number of
indictments and final convictions remain very low and baly marginally increased. As
regards statistics on serious crimes not linked to criminal organisations and structured
criminal groups, the trend of people convicted is increasing, against the background of a
higher number of reported cases. Such crimesrarstly related to production and cultivation

of narcotics, followed by money laundering.

The establishment of a solid track record of proactive investigations, prosecutions and
convictions in the fight against organised crime remains nonetheless -teton@bjective

that continues to require further structured and consistent efforts. The efforts noted since the
Five Key Priority framework was established, seem nevertheless adequate to consolidate
further progress in this area, which will remain a coqgeesof the EU engagement in the
context of future negotiationsd€e section 2.2.2 Chapter 24: Justice, freedom and sécurity

Key Priority 5: Albania was requested to take effective measures to reinforce the
protection of human rights, including of Roma, aad anti-discrimination policies, as well
as implementing property rights. The legal framework for the protection of human rights is



broadly in line with European standards and Albania has ratified most international human
rights conventions. The Ombudsmbas been actively promoting the rights of vulnerable
groups, including by submitting special reports and recommendations. The policy and legal
framework on nofdiscrimination is broadly in line with European standards. Important steps
have been taken to prove the legal framework on the protection of minorities, for which
secondary legislation is now under preparation, as well as juvenile justice, child protection
and property rights (financial means have been earmarked to implement ECtHR rulings). As
for the integration of Roma and Egyptianprogress was achieved in early childhood and
primary education, as well as access to healthcare and the labour market. The housing budget
has also increased. Freedom of thought, conscience and religion was gengrelty The

overall legislative environment is conducive to the exercise of freedom of religion and
progress was made in strengthening the independence of the regulatory authority and public
broadcaster. Efforts for the enforcement of human rights wile havcontinue. gee section

2.2.1 Chapter 23: Judicial and fundamental rights

1.3. Summary of the report

As regards theolitical criteria, strong polarisation persisted in the political establishment.
Parliamentary activities were affected by a prokeddpoycott by the oppositian early 2017

which also delayed the appointment of the judicial vetting institutionklay, an agreement
between the main rulingarty andthe opposition allowed resuming parliamentamstivities,
triggering some changes tbe electoral legislative framework. This was conducive to the
smooth organisation of the general elections in June, although a number of OSCE/ODHIR
recommendations still remained outstanding. Some progress was made towards improving the
functioning of tle National Council for Civil Society. Additional efforts are needed to better
involve civil society organisations as part of an inclusive policy dialogue.

Albania is moderately prepared in the reform opiblic administration. Efforts continued,
resulting in some progress in the efficiency and transparency of public services delivery, the
training of civil servants, more transparent recruitment procedures, and the overall
strengthening of meribased civil service procedures. Consolidation ofgéheshievements
should advance further, to ensure a more efficient, depoliticised, and professional public
administration.

Albania’'s judicial system has some level of preparation. The implementation of
comprehensive and thorough justice reform has contjmesdlting in good progress overall.

The reevaluation of all judges and prosecutors (vetting process) has started and is delivering
first tangible results. This process has cijeady support, is carried out by an independent
authority, is subject to ternational monitoring and its compatibility with the European
Convention on Human Rights has been confirmed by the Venice Commission. Under the
aegis of the European Commission, an International Monitoring Operation has been deployed
to oversee the proceshroughout its implementation. The auxiliary institutions supporting the
process have completed their first reports on the proficiency assessments, background checks
and asset declarations.

L All these groups are considered under the wider "Roma" umbrella term under the EU Framework for National
Roma Integration Strategies.

% This report covers the period from October 2016 to February 2018. It is based on input from a variety of
sources, inclding contributions from the government of Albania, the EU Member States, European Parliament
reports and information from various international and-governmental organisations.



Albania maintains some level of preparation infight againg corruption. Good progress

was made, notably with the adoption of amendments to the criminal procedure code. A chain
of specialised anttorruption bodies, including a special prosecuto's office, is being
established. The number of final convictions imuad junior or middleranking officials has
increased compared to the previous reporting period. Convictions ofidvigh officials
occurred mostly in the judiciary (judges and prosecutors); however, the rate of final
convictions for higkranking officiak remains overall very low. Corruption remains prevalent

iIn many areas and continues to be a serious problem.

Albania has some level of preparation in flght against organised crime Overall there

was some progress the reporting period, notably ie fight against cannabis cultivation.
Albania needs to build on operational results in this area, intensifying confiscation of assets
belonging to criminal gangs and pursuing the destruction of all existing cannabis stockpiles.
Amendments to the antnafia law and the Criminal Procedure Code have created the
conditions for increased efficiency of criminal investigations. Albania participated
successfully in international police cooperation, intensifying its interactions particularly with
EU Member StatesAt domestic level, effective poliegrosecution cooperation remains to be
improved. As regards the track record, there has been little progress in dismantling organised
criminal groups. The number of final convictions in organised crime cases remaindovwery

and has only marginally increased. More efforts are needed to tackiey laundering
criminal assets and unjustified wealth.

Albania has ratified most internatiofaiman rights conventions and has developed its legal
framework in line with Europeastandards. Enforcement and monitoring of human rights
protection mechanisms remain to be strengthened. As regardiedldem of expression

Albania has some level of preparation/is moderately prepared. There has been some progress
in strengthening the dependence of the regulatory authority and public broadcaster but
transparency of state advertising in the media remains to be enhanced. Progress remains to be
made in the area of property rights with the update of the current legislation and
reinforcementof institutional coordination. Institutional mechanisms to protect the rights of

the child and to tackle gendbased violence remain weak. Important steps were made to
improve the legal framework for the respect for and protection of minorities buameélev
secondary legislation needs to be developed. Living conditions for Roma and Egyptians need
to be improved.

Albania has continued to participate activelyregional cooperationand maintain good
neighbourly relations. Important steps have been takaddress bilateral issues with Greece.

As regards thesconomic criteria, Albania has made some progress and is moderately
prepared in developing a functioning market economy. The publieto€bDP ratio and the
current account deficit have been reducéttonomic growth increased further and
unemployment decreased but is still high. Ni@mforming loans (NPLSs) in the banking sector
have been reduced, but bank lending to businesses remains sluggish. Reforms crucial to
improving the business environment pregsed but require further effortmcluding the
reduction of the informal economyhe comprehensive judicial reform advanced but needs to

be fully implemented. The new bankruptcy law entered into force and should strengthen the
insolvency regime. Howeve businesselevant regulations remained cumbersome and
shortcomings in the rule of law continued to hamper businesses and deter investments.

Albania has made some progress and has some level of preparation in terms of capacity to
cope with competitive gssure and market forces within the EU. Specifically, progress was



made on energy and transport infrastructure and digitalisation, although shortcomings remain
which hinder Al baniads competitiveness and t
atall levels, not least to better equip people with skills that the labour market needs. Foreign
trade remains below potenti al and sectoraldl
development and innovation remains low.

Albania continued to aligrts legislation to EU requirements in a number of areas, enhancing
its ability to take on the obligations of membership The country is moderately prepared in
many areas, such as in financial control, education and culture, or has some level of
preparationjncluding in the areas of public procurement and statistics. Albania will need to
continue its efforts as regards the overall preparations for adopting and implementing the EU
acquis It should continue worlon the development of transport and energy networks, also
with a view to improving connectivity throughout the region. The administrative capacity and
professional standards of bodies which would be charged with the implementation of the
acquis need to bestrengthened and the independence of regulatory bodies safeguarded.
Enhancing transparency and accountability, in particular ensuring the effective, efficient and
transparent functioning of the public procurement system and public finance management,
remans essential. Albania has continued to fully align withE&ll common foreign and
security policy positions and declarations.

The number of unfounded asylum applications lodged by Albanian nationals to EU Member
States and Schengen associated countriesenagined high. Albania showed commitment

and adopted a number of measures, including strengthened bilateral cooperation with relevant
EU Member States. These measures yielded positive results. Further decisive actions have to
continue, including in the &mework of the postisa liberalisation monitoring mechanism, to
effectively address this phenomendibania needs to put in place a return mechanism for
irregular migrants, which is in line with the Eatquis as well as to align its visa policy
progress vely with the EUOG6Ss.

2. FUNDAMENTALS FIRST : POLITICAL CRITERIA A ND RULE OF LAW CHAPT ERS
2.1. Functioning of democratic institutions and public administration reform

2.1.1 Democracy

The political environment remained characterised by strong polarisdtionghout the
reporting period, particularly in the first half of 2017, when parliamentary activities were
affected by a prolonged boycott by the opposition. This also delayed the appointment of the
judicial vetting institutions. An agreement betweentthe main ruling and opposition parties

in May allowed parliamentary work to resume ahead of the electoral recess. More recently, a
number of bipartisan initiatives have been taken, including the wide-pangsconsensus on

the vote of principle to thevafor the vetting of the police, the establishment of investigative
committees, as well as continued dialogue in the ad hoc committee on electoral reform.

Elections

The 2017 parliamentary elections were held in an orderly manner and its results were
acceped by all parties. The May 2017 crgsarty political agreement resulted in the
oppositiondbs participation in the election &
to some changes to the electoral legislative framework. In its repwtOffice for
Democratic Institutions and Human Rights of the Organisation for Security and Cooperation



in Europe(OSCE/ODIHR) highlighted the persistent politicisation of electoral bodies,
widespread allegations of vebelying and pressure on voters. Highel political
commitment is required to improve and properly implement the legal framework€eliig
established ad hoc parliamentary committee on electoral reform should address outstanding
OSCE/ODIHR recommendations in an inclusive manner, well ahead o2ah® local
elections.

The 18May political agreement between the Prime Minister and the leader of the main
opposition party ended 4 months of parliamentary boycott by the opposition and secured
participation by the latter in the 25 June parliamentarytielex It granted six ministerial
positions to the opposition in sectors key to electidnssk force, chaired by a deputy prime
minister from the opposition, was established to monitor and coordinate the public
administrationods cgoandanelectiod day. iThe ggreerheat cantebotpda i
to a less polarised campaign and a largely inciftesst election. However, OSCE/ODIHR
expressed concerns over the low level of public trust in the electoral process and the
continued politicisation of thelectionrelated bodies. It reported widespread allegations of
vote-buying, as well as concerns over abuse of state resources and pressure on voters.

Some OSCE/ODIHR recommendations on sanctions for electoral violations, transparency and
accountability ofcampaign financing, and the rights of observers were partially addressed
through the amendments to the legislative framework andegab acts of the Central
Election Commission adopted in May. However, the ad hoc electoral reform committee failed
to acheve comprehensive reform through broader amendments to the Electoral Code. All
outstanding OSCE/ODIHR recommendations should be addressed as a priority through both
legislative and administrative measures. A new ad hoc parliamentary committee was
establisled in October 2017 to address OSCE/ODIHR recommendations outstanding from the
last three elections (2013, 2015 and 2017). It is jointly chaired by the two main majority and
opposition parties and includes representatives of all parties in Parliament.

Parliament

The last year of the outgoing parliament was marked by a high degree of polarisation| and an
extended opposition boycott. Overall, the role of the Parliament in initiating and amending
legislative proposals, as well as consultations in parliamentemynittees, has increased. The

new legislature has so far demonstrated commitment to electoral reform and improved
conduct in plenary sittings. Implementation of thecatled Decriminalisation Law led to the
removal of four members of Parliament during tegorting period. More efforts are required

to achieve effective oversight, strengthen constituency links, increase transparency angd ethical
conduct, and strengthen Parliamentds researc

Political polarisation and the extended opposition boyhottlered political dialogue and
parliamentary work. The opposition boycotted parliamentary activity between February and
May 2017 and threatened not to take part in elections. The political agreement of 18 May
2017 led to the opposition returning to Pamient, enabling the completion of the vetting
commissions. Parliament elected former Speaker llir Meta as President of the Republic in
April 2017, with the votes of the governing majority.

The 2017 parliamentary election gave the Socialist Party 74 sehthemandate to govern
alone. The Democratic Party and Socialist Movement for Integration became the two largest
opposition parties, with respectively 43 and 19 seats. About one third of th&@P1MPs

were elected for the first time and the numbemwoimen representatives elected rose to 40



(28.5%). In September 2017 Parliament nominated its Speaker and the Prime Minister and
voted through the governmentdés political pr o

Four members of Parliament (and one mayor) lost their mandates undeo-théed
decriminalisation process in December 2016 and January 2018. Overall, seven MPs lost or
forfeited their mandates in the reporting period, and an eighth was found to have had business
interests incompatible with a parliamentary mandate. The Qatitidl Court decided in
autumn 2016 that the mandates of two other MPs were compliant with constitutional
provisions. At the request of the prosecution, in October 2017 Parliament partially lifted the
immunity of MP Tabhiri, former Minister of Interior.

Despite improved conduct in plenary sittings, procedural rules are sometimes not respected
and public expectations are often not met. T@ede of Ethics which has been in
parliamentary procedure since early 2016, still awaits approval. Coverage of aljid@sr

with constituency offices has yet to be ensured. Communication channels between citizens
and MPs need to be formalised and strengthened.

Regar di ng |Pgslative raenttee mimbes of laws and amendments put forward by
MPs and the regularitgf hearings with government and interest groups at committee level
has increased. Parliament accepted three presidential decrees returning laws for parliamentary
review. Overall, the opposition gave its approval to a limited number of laws. Parliament
admted 17 laws requiring a qualified majority vote, most of which form part of the justice
reform package.

Parliamentary rules of procedure should reflect the law onoleeof Parliament in the EU

integration process adopted in March 2015. The capacity thie National Council for

European Integration has been strengthened by a dedicated support unit, which remains to be
fully staffed. The Council has held a number of consultations and training sessions, but is yet

to fully assume its role as a forum for bebinvolvement and consultation on EU integration

issues. The EU Integration Committee held a number of oversight hearings during the
reporting peri od. Parl i ament 6s overal/l cap:
legislation and its compliance withhd acquis remains limited. Coordination with the
executive branch needs to be improved.

On Par | owersighh funtteon, the work of inquiry committees remained highly
conflictual and lacked results. The mandates of the two inquiry committees esthlitishe
2016 on the privatisation and renationalisation of the Electricity Power Distribution System
Operator were extended in January and February 2017. An inquiry committee on telephone
surveillance was established in October 2016 at the request of th&tmppand another on
cannabis cultivation and the case of former Minister Tahiri was recently established. Other
oversight mechanisms remained underused. In the last year there were few Prime Minister
and cabinet questions and oversight hearings at coeamigvel. Parliament conducted a
structured review of annual reports from independent institutions and adopted 15 resolutions,
which are however not discussed in plenary. The April 2017 decision to establish a system for
following up and monitoring recomendations by Parliament and independent institutions
marked a step towards stronger oversight in this regard.

The Ombudsman, as well as the chair and one member of ®entral Election
Commission were appointed as part of the 18 May political agreemdra.aEsembly has yet
to finalise a second process for electing tBemmissioner for Protection against
Discrimination, after failing to elect one in March 2017.



As regardstransparency and accountability Parliament has overall ensured access to
documentsnd activities. A tweyear communications strategy was approved in May 2017. A
review has continued of the internal rul es
training, including activities undertaken under the EU Twinning Project.

Political parties have partially reflected OSCE and EU recommendations on transparency of
party funding, agreeing on legal amendments ahead of the 2017 parliamentary elections.
Further reform, including amendments to the Electoral Code, is required. Issuesipersist
relation to internal party democracy and due implementation of statutes.

Governance

The government remained committed to the EU integration process but the pace off reform
was affected by the electoral campaign and changes at ministerial level. Tgevesnment,

(

established after t he June el ecti ons, recon

priority. The government has launched a restructuring of the whole public administration
which aims to reduce the number of ministries and state agencikesdghvering services
more efficiently. Further progress was made at local government level, with the adoption of
the laws on local finances and on the organisation and functioning of local governange. The
Consultative Council was established and stadpdrating as themain mechanism foy
institutional coordination between central and local governments.

During the reporting period, the government was reshuffled three times and changed once.
Two reshuffles took place in January and March 2017 withinrdifiag coalition of the
Socialist Party and the Socialist Movement for Integration. Following the 18 May 2017
agreement mentioned above, the opposition Democratic Party was granted six ministerial
posts with responsibilities linked to the elections. Thehuéle included the position of
deputy prime minister and the chairmanship of some key state agencies. This joint
government decreased public tension and polarisation and demonstrated sorpartyoss
ability to overcome stalemate. However, cooperationvéen the two main parties stalled
after the elections.

In September 2017, a new government took office, with the Socialist Party Chair receiving an
absolute majority for a second mandate. The restructuring process proposed by the new
government has statteThe central government underwent a full restructuring of ministries

and of the Pri me Mi ni stero6s office: t he numl

policy functions streamlined in new ministerial departments. The restructuring led to a
significant redistribution of competencies and merging of administrations. The lower number
of ministers was balanced by an increase in the number of deputy ministers to 33. The new
government marks a clear commitment to gender equality, with 7 out of 14 msirbsiag
women, including the Deputy Prime Minister. Further to these steps already taken, state
agencies and independent bodies will be reduced in size and streamlined with the aim of
optimising consistency and efficiency in administrative performancg. rdeasures in the
restructuring are the dismantling of agencies with mixed functions, the merging of those with
overlapping functions and the devolution of institutions to the four development regions in
coherence with territorial administrative reform. eTlrestructuring process created a
temporary vacuum in some areas of governance, which shall be swiftly overcome, in order to
prevent losses of efficiency in the continuation of reform implementation.

With the new government, a dedicated State Ministerdt@tions with the diasporawas
nominated.

10



The Constitutional Court issued 71 decisions in 2017, two of which were related to the
justice reform and one to property rights. The constitutionality of the vetting process was
contested twice before the Congtional Court but the latter rejected these appeals.

Regardinglocal government the implementation of territorial reform continued and the

newly created municipalities were further consolidated, administratively and financially.
Appointments in breach dhe civil service law continue to be a common practice hindering

merit based civil service. The implementation of the 2BQ80 national crossutting strategy

for decentralisation and local governance continued. Under the territorial administrative
reform, the Law on Local SelGovernance Finances was adopted in April 2017. It aims to
strengthen the fiscal autonomy of local governments and ensure a predictable, transparent and

i nclusive process for all ocati nogeeldsuThellaswt hat
60n Qarkbdés Prefect 6, adopted in October 2016
the implementation of legislation and delegated functions by local government units.

The Consultative Council, established in December 201§astng as the main mechanism

for institutional coordination between central and local governments. In January 2018 the
Agency for Implementation of Territorial Reform was transformed into the Agency for Local
Self Government Support, widening its scopeler the responsibility of the Ministry of
Interior.

With regard topublic participation in local decision making, further progress has been
made in the area adccess to information an increasing number of municipalities have
disclosed public informatio and nominated a local coordinator responsible for the right to
information. The institutional framework for public participation in local decisiaking,
particularly in the budgeting process, needs to be strengthened for all municipalities.

On territor ial planning there has been some progress, with increasing numbers of
municipalities drafting o6gener al | ocal pl ans

Additional efforts are needed to increase the capacity of local government units to carry out
their expanded sponsibilities, improve training and manage their finances more efficiently.
Full implementation of the law on civil servants at local government level has yet to be
ensured. Arrears continue to be a potential source of financial instability.

A network of61 Local EU coordinators has been created. Each municipality is setting up an
'EU desk’ with the aim tstrenghten municipal EU related governance capacitieseauth

out to Albanian citizens and local administrations with information about the EU Jitgepp
funds and programmes.

Civil society

Some progress was made towards improving the functioning of the National Council fqr Civil
Society and through approval of the Law on Social Enterprises. Substantial efforts are|needed
to ensure meaningfutonsultations with civil society actors as part of an inclusive policy
dialogue. The financial sustainability of civil society organisations remains a challenge|due to
fiscal and legal frameworks.

An empowered civil society is a crucial component of anyakzatic system and should be
recognised and treated as such by the stat
framework on the right of freedom of association is generally in line with international
standards. The 2014 Law on Public Consultatiaying down the procedural norms for
transparency and public participation in decismaking is in line with European standards.
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However, the registration process is still a problem due to the high financial cost of
registration, lengthy procedures andklat specialised judges. Implementation of the laws on
volunteering and on social enterprises is hampered by the lack-tdgallacts.

In 2017, the National Council for Civil Society (NCCS) had two meetings. The first one, held

in February 2017, was omgsed with the support of the Agency for Support to Civil Society
acting as a technical secretariat. An interinstitutional working group was established to follow
up the implementation of the roadmap for engagement with civil society. Tp sétthe

NCCS needs to be aligned with the structural composition of the new government. In
December 2017 the NCCS adopted its rules of procedures and elected a new deputy head
coming from civil society. Consultation of civil society in legislative and executive gsese

has increased but needs to be more systematic, transparent and with adequate time frames at
the central and local levels. So far, civil society participation still remains occasional.

No significant developments took place in the legal and reguldtangework of the tax
regime for civil society organisations (CSOs), which remains a problem. This is a significant
financial burden for CSOs and the current legal environment does not support alternative
funding sources. Tax incentives for corporate domatido not stimulate donations to CSOs,
while individual donations are not recognised. Public funding for CSOs remains limited and is
not yet legally regulated at central and local level.

2.1.2. Public administration reform

Albania ismoderately preparedwith the reform of its public administratioBome progress
was made, especially in improving the efficiency and transparency of public services delivery,
training civil servants, establishing more transparent recruitment procedures and
strengthening thead mi ni strati onds C a p dasedt yecruitment. unde
Implementation of the public administration reform and public financial management reform
strategies has continued, although for the past few months some steps in the process have
been on hold following the general elections and central government restructuring, Any
further reorganisation of the public administration needs to be carried out in a consistent and
evidenceebased manner . The Commi ssionds r elcomme:rt
addressed.

In the coming year, Albania should in particular:

Y implement regulatory and fiscal impact assessments across all ministries with a view to
improving the quality of legislative and policy proposal, reflection of their financial estimates
and theircosting and budgeting of Medium Term Budget Plan;

Y develop a comprehensive salary policy for a fair, transparent and-basetl salar
scheme in public institutions and enable automated payroll through the human resource
management information system ahd treasury;

Y ensure effective implementation of the Code of Administrative Procedure by completing
the harmonisation of relevant regulations with the code.
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Policy development and coordination

The legal basis and the institutional-sptare in place tensure a consistepblicy-making
system including for European integration. Policy planning remains fragmented among
various centref-government institutions and line ministries. Harmonisation of central
planning documents with sector strategies in Vinin government priorities remains limited.
Alignment of policy and fiscal planning needs to be further strengthened. Institutional
capacity for coordinating, reviewing and monitoring policy needs to be further improved.

The institutional responsibilityof coordinating the national plan for European integration is
assigned to the new Ministry for Europe and Foreign Affairs. Monitoring and reporting of
implementation of such plan have improved, but the rate of implementation remains low and
has decreaseddm 56% in 2016 to 25.5 % in 2017, particularly due to delays following the
ministerial restructuring.

The administration needs to further strengthen its capacity to deweddygsive and
evidencebased policy and legislationincluding theacquis.While procedures for legislative
alignment with theacquisare in place, the impact of such alignment is not properly analysed
and implementation costs are not duly forecasted. Two pilot ministries have started to apply
regulatory impact assessments, but mgstesnatic use of such assessments needs to be put
in place and the relevant staff need to be trained.-mieisterial consultation and the quality

of analysis supporting new policy proposals needs to be further imprdueolic
consultation is regulatedbut needs to be fully implemented. The electronic web portal for
public consultations became operational in 2017, but it is not yet used by all ministries.

Public scrutiny of government work is still limited, especially because monitoring and
reporting ongovernment activities is not coherently regulated, coordinated or implemented.
Monitoring and reporting is often limited to the implementation of activities and rarely
assesses their results.

Public financial management

The government continued to regularly monitor implementation ofpiidic financial
management reformstrategy for 20142020 and published the second monitoring report for
2016. The report assesses progress against a more robust result indicator thabtaselines

and targets. The main improvements in public financial management relate to the 2017 budget
preparation in line with the revised Organic Budget Law; adoption of the law on local
government finances; amendments to the Public Procurement Lawngmve the
independence of the Public Procurement Commission; incredess@nce of arrears; online
access to the treasury system; a campaign to combat the informal economy; and the piloting
of external audit manual¥he mandate of the Ministry of Finance was broadened to include
the mandate of the former Ministries of Economy, Labour, and Employment. Such
reorganisation mirrored only an increase from 293 to 323 staff in the new ministry, its
capacity to deliver reformeeds to be maintained. Reforms in the next period are focussed on:
improving budget planning and management; strengthening internal control standards across
government; preventing arrears, at central and local government level; foHopimgernal

and external audit recommendations; improving investment planning and management;
improving the public procurement review and compliance with procurement rules; granting
online access to the treasury for more institutions; analysing the fiscal risks edveteie
enterprises; and establishing the fiscal cadastre and-bakesl property taxation (see also
chapters 5, 16, 29 and B2
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Budget transparencyhas improved further with government publishing seven out of eight

key budget documents in a timeframe caesis with international standards. The 2018
budget, the citizensdé budget for the 2018 dr
the mediumterm budget programme have been published, but public participation in the
budget process needs to bettier strengthened. The 2016 budget implementation report was
published but its structure remains weak in reporting on state assets and in the degree of
comparison it allows with the original budget:-ylear reporting is available but the rydar

report cavers 5 instead of 6 months.

Public service and human resources management

The Civil Service Law provides a clear scope for the civil service. Public employees in
institutions delivering services directly to citizens are covered by the Labour Code. As a
result, uniform standards on mehbased recruitment, promotion and dismissal of all public
administration staff have yet to be applied.

The Civil Service Law provides a solid basis ferit-based recruitment and promotion.

The recruitment process has beeomore efficient (with 886 of the planned vacancies filled

in 2016 in comparison to 66.5 % of the planned vacancies filled in 2015). The recruitments
are more transparent as a result of improved examination procedures, the introduction of an
online appliation system and the evaluation of electronically written tests. There has been a
significant decline in the average number of applicants per position. Mobility within the civil
service increased due to a rise in transfers between institutions (from203.5nto 146 in

2016) and in promotions (from 29 in 2014 to 101 in 2015 and 188 in 2016). The civil service
law remains weakly implemented at the local level. Appointments in breach of civil service
law remain problematic for the local level of public adistiration.

While the number ofdismissals has decreased since 2015, the implementation of court
decisions favourable to dismissed civil servants remains very low.

The capacity of the Department of Public Administration to leadn@weagement of human
resaurceswas improved thanks to a staff increase from 53 to 58. The use of human resources
management information system (HRMIS) is still not fully functional, hampering strategic
human resources planning and monitoring. Further data on public service atigasisgind
employees was added to the HRMIS, but it does not yet cover the whole civil service.
Generation of payroll reports were piloted in 30 institutions, but the link with the treasury
system is not operational. Public institutions cooperate effégtivigh the Commissioner for
Oversight of the Civil Service, but the Commissioner's administrative capacity needs to be
further strengthened to better ensure the oversight role.

The remuneration systemfor public servants is in principle transparent andellaon a job
classification system. While salary levels for selected positions were increased in 2017, a
reform of the whole job classification system is pending. The application of salary
supplements is not uniform across various public institutions redmation is not publicly
available. Salary increase is not linked to the promotion and performance appraisal system.
Progress in unifying salary schemes across the public administration remains insufficient.

The training programmes implemented by the School of Public Administration contribute to
the professional developmenbf civil servants. However, an integrated training management
cycle is needed to be more responsive to institutional needs. The budgéetsisficient to

cover the increasing number of training courses needed following the restructuring process.
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Theintegrity and prevention of corruption of public officials and civil servants is regulated,
and institutional capacity for asset and conftitinterest declarations has been reinforced.

Accountability of the administration

The legal framework on the organisation of the central administration is in place and regulates
the accountability lines between institutions. However, it is hard to distirsp between the
functions of subordinated bodies and those of autonomous agencies. The ongoing
restructuring process needs to result in a clear framework for all subordinate bodies.
Managerial accountability within institutions is still focused on praeessither than the
achievement of results, and there is no delegation of responsibility to middle management
(see chapter 32

Citizensd right tios gloiondi taeddmiinn sgrradtiiome beca
recommendations have not been adeely implemented. Fewer than 30 % of the
Ombudspersonds recommendat i omght tavacecess publmp | e me r
information is regulated by the Law on the Right to Information, but its implementation has
revealed shortcomings in the legalfrawork. Increasingly, more public authorities have
adopted transparency programmes, but more efforts are needed to promote proactive
disclosure of information by public institutions. The capacity of the Commissioner for the

Right to Information and Protech of Personal Data to oversee the process needs to be
increased.

The legislative framework for theght to administrative justice is in place. The capacity of

the administrative court system to deal with the backlog of cases has improved at the
first-instance level, but there is a backlog of cases at the appeal court level due to the country
having only a single administrative court of appeal. The legislation for protectimigthef

citizens to seek compensatiors in place but court cases remaineraiue to limited public
awareness of this right. Due to the lack of data collection, it is not possible to assess the
effectiveness of the liability regime.

Service delivery to citizens and businesses

The institutional setp and the strategic and legarrework for coordinating the delivery of
public sector services are in place to promager-oriented administration. The Law on
Delivery of Front Office Services is in place. It foresees the reduction of administrative
barriers and promotes transparenv&es to citizens to reduce the risk of corruption. The
Agency for the Delivery of Integrated Services has introduced standards to improve service
delivery. It has also started measuring user satisfaction and set gpopsbops across the
country. Eseavices need to be further developed and easily accessible information about
public services needs to be provided to all citizens.

The legislative framework fosimplifying administrative proceduresis in place, following

the entry into force of the Code Atiministrative Procedure in May 2016. However, progress

in adopting the necessary implementing legislation, reviewing the special administrative
procedures and adjusting the sector legislation has been limited. This is due to the lack of a
lead coordinatig institution.

Strateqic framework for public administration reform

The publicadministration reform strategy for the period 2012020 is in place and the
second annual implementation report was published in March 2017, accompanied by a
mid-term review. Anew action plan for 2028020 is still under preparation, as there have
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been delays due to the ongoing restructuring process. The political responsibility for PAR has
been assigned to the Deputy Prime Minister, ensuring continued administratigeliirul
support for reform. The technical support on PAR has been assigned etartment of
Public Administration, which will have the role of the technical secretariat, in cooperation
with the Department of Development and Good Governariceincial sustanability has

been improved by closing the financial gap from 29 % to 19 % from 2016 to 2017. The
costing of the new action plan needs to be aligned with the mediimbudget programme

and ensured in the annual budgets.

2.2. Rule of law and fundamental ights

2.2.1. Chapter 23: Judiciary and fundamental rights

The EUG6s founding values include the rul e
functioning judicial system and an effective fight against corruption are of paramount
importance, as is rgect for fundamental rights in law and in practice.

Albania hassome level of preparationto implement theacquisand European standards|in
this area.Good progresswas made, in particular through the continuation of the justice
reform and the adoption athe full legal package. The new legislation tackles many

shortcomings rel ated t o t he justice syste

professionalism. However, corruption is widespread and remains an issue of concern. The
impact of various measureasyet to be seen. There has been further progress in enfprcing
human rights, especially at the local level, and on strengthening the institutional mechanisms
to defend the rights of children, tackle genbdased and domestic violence and protect
vulnerabé groups. Albania should in particular:

Y advance the implementation of justice reform. This should include completing -ing [set

of the new judicial structures (the High Council of Justice, the High Prosecutorial Council, the
High Justice Inspector and the Justice Appointment Council) and aaiingt results in the
process of revaluating judges and prosecutors;

Y progress further in establishing a solid track record of investigations, prosecutions and
convictions in combating corruption at all levels, including asset recovery;

Y make significant progress towards the protection of property rights (incluging
compensation and registration).

Functioning of the judiciary

Albania hassome level of preparation Good progresswas made through continued
implementation of the justice reform. The processeadvaluating all judges and prosecutors

has started and is delivering the first tangible results. Following the establishment|of the
vetting institutions, the first set of priority cases is being reviewed. The auxiliary institutions
supporting the proceshave completed their first reports on the proficiency assessments,

background checks and asset declarations. Appeals against the vetting law and the related

underlying legislation of the judicial reform have been adjudicated by the Constitytional
CourtThe | atter confirmed the Vetting Lawbs

co

laws on the governance of the judiciary and on the status of judges and prosecutors have been

declared unconstitutional and were annulled, thus requiring legislatiog/fop. There has
been no progress in carrying out the recommendations on making more effective use of the

case management system, on issuing reasoned adjudications in due time and on allocating

cases randomly to judges and prosecutors.
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In the coming ye Albania should in particular:
Y achieve further results in the process eévaluating judges and prosecutors;

Y finalise the creation of the new independent judicial institutions, namely the High Cpuncil
of Justice, the High Prosecutorial Council, the tHigustice Inspector and the Justice
Appointment Council,

Y continue to pursue a sector approach to the justice reform under theuttoss strategy
for 20172020 and ensure adequate governance, monitoring and reporting mechanisms
through weldeveloped idicators coupled with adequate financial support for| its

implementation.

The judiciary of Albania is currently undergoing a comprehensive and thorough transitional
re-evaluation process (vetting). The vetting was launched with the overall objectives of
strengthening professionalism across the sector, eradicating corruption, consolidating
independence and impatrtiality and, ultimately, rebuilding public confidence in the judiciary.
The process rests on three pillars: proficiency assessment; asset verjfigdtioh is
performed on all assessees, as well as on all their close relatives for wealth accumulated in
Albania and abroad; and links to organised criminal networks. Following a request from the
Albanian authorities, the European Commission has deplayger uts aegis the International
Monitoring Operation (IMO), which has the mandate to oversee the process throughout, while
decision making remains within the remits of the vetting authorities of Albania. These include
an Independent Qualification Commsi(IQC), two Public Commissioners, and an Appeal
Chamber.

From October 2017 onwards, the 1QC started the analysis of the first priority dossiers. A
batch of nine "top priority" dossiers included the members of the Constitutional Court, the
President oftte High Court and the General Prosecutor. The remaining cases to be treated
with priority (47 amongst the highest ranking members of the judiciary) were also already
allocated to IQC panels and the respective rapporteurs were identified. Their assessment i
ongoing, in parallel with the review conducted by the IMO International Observers. The
auxiliary bodies (HIDAACI, in charge of assets verification, and the working group chaired
by the National Security Agency, in charge of background checks) haveyattelacered to

the 1QC and the IMO a significant number dafssiers, including all those related to all
priority cases. The High Inspectorate at the High Council of Justice and the Ad Hoc
Commi ssion within the Gener alicieRcy assessmentfar 0 s
the top priority cases and they are advancing on delivering the reports on all remaining
priority assessees. As from January 2018, based on the progress achieved in the revision of
dossiers and on the operating procedures, the [@Catéds to their respective rapporteurs a
batch of 36 new cases every two months.

First tangible results have been noted since the vetting law started to be implemented. When
the process was initially launched, seven members of the judiciary (one Highj@ige,

two judges, one prosecutor and three senior legal assistants) resigned, refusing to submit their
assets and patrimonies for verification. Later in 2017, when the vetting institutions started to
operate, one judge from the constitutional courtfareljudges from the High Court opted to

leave duty respectively at the retirement time and at the end of their legal mandate. According
to the legal provisions they were obliged to stay in office until the appointment of the
successors and thus underye vetting and be placed amongst the priority dossiers, based on
their role and functions. In addition to these, a senior legal assistant and a prosecutor also
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resigned. Once the Independent Qualification Commission started to complete the first sets of
investigations, two top ranking members of the judiciary resigned from service and requested
their vetting to be terminated, these were a Constitutional Court judge and the former General
Prosecutor. The first hearing in March 2018 resulted in the disnasaaConstitutional Court
judge.A second hearing in early April resulted in the confirmation in duty of a Constitutional
Court judge. A third hearing in April resulted in the dismissal of a judge at a Court of Appeal,
who was also a candidate to the Higldicial Council.

In addition to the activities of the vetting bodies, some members of the judiciary were
dismissed from service or suspended during the reporting period, in connection with court
decisions or investigations against them. Specifically,ethjuglges have been dismissed
(Berat, Tirana, Elbasan District) following a final court decision convicting them. Based on
criminal investigations, five judges have been suspended from duty, pending a final court
decision; out of these, the High CouncilJofstice decided also to suspend three judges of the
Appeal Court of Durrés (one being also the Chair of the Court) based on a request from the
Serious Crimes Prosecution Office, where they are under criminal investigation for abuse of
power.

Strategicdocuments

The crosssectoraljustice strategy for 20172020 and its action plan were adopted in
November 2016. The estimated budget for its implementation is EUR 98 million, of which
35% is provided by international donors. The establishment of appropriate monitoring,
evaluation and reporting mechanisms remaiosstanding. A monitoring body has been
appointed within the Ministry of Justice.

Management bodies

The justice reform package envisages setting up a High Judicial Council and High
Prosecutorial Council as the two main ggiiverning bodies of the judicharthat are
independent from the government. The councils will gather the majority of members from
within the judiciary but five members will be selected from advocacy, academia and civil
society. The councils are empowered to appoint, promote and evgldges and
prosecutors. In contrast to previous structures, the members of the councils will serve full
time for a fiveyear term without possibility of relection. Annual reports produced by the
councils and all relevant findings and recommendationsldlmimade public. The councils
should report annually to Parliament. The Minister of Justice may participate in the meetings
of the High Judicial Council when issues of strategic planning and budget are discussed, but
does not have voting rights or angpensibility for the inspection and evaluation of judges.

The selection process is based on objective criteria. The list of the lay member candidates has
been approved, following a lottery at the Parliament, as per the unblocking mechanism
provided for inthe relevant law. Candidates coming from the ranks of the judges and
prosecutors are elected to the two new separate councils by the General Assembly of Judges
and the General Assembly of Prosecutors respectively. The application process is run
respectivel by the High Court and the General Prosecution Office. Candidates to both
Councils have already been shortlisted, but they can be voted by their peers only once their
vetting is carried out. The creation of the new councils is pending. Until they abbésbstd,

the existing High Council of Justice acts with limited competences.

Independence and impatrtiality
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The principles of impartiality and judicial independence are set out in the Constitution and
reflected in the laws on the governance of the judicerg on the status of judges and
prosecutors. The reform has given prosecutors greater autonomy and reduced the
centralisation of the system around the General Prosecutor. Judges and prosecutors cannot be
transferred without their consent. Exceptions comcdisciplinary measures, structurally
justified changes or temporary needs. Judges can be dismissed only for serious misconduct or
if sentenced for a criminal offence. The dismissal decision may be appealed at the
Constitutional Court.

However, attemptstanterference, including by authorities internal to the judiciary, have been

an issue of concern and need to be addressed beyond the vetting process. The allocation of
cases should be conducted randomly by lot and through electronic means. However, the
electronic case management system has shown many shortcomings. Random allocation of
cases to prosecutors is partially used, but prosecution offices often fail to make full use of the
system and to produce reliable data. The laws provide for strict procedwase of undue
influence over a court case or when judges consider their independence to be jeopardised.

Accountability

The Code of Ethicsfor judges and prosecutors is now regulated by law and is no longer a
non-compulsory document produced by the Nl Conference of Judges. Once established,
the new High Judicial Council and the High Prosecutorial Council should be responsible for
approving the ethics rules and code of conduct and ensuring their monitoring. While the High
Council of Justice has impved evaluation forms and adapted these to the new legal
standards, the performance of judges continues for the most to be measured on the basis of
numbers of complaints and final court convictions. Until the establishment ofitite
Justice Inspector, the High Council of Justice and the General Prosecutor should continue to
investigate disciplinary misconduct. Based on the latest reform, disciplinary proceedings have
to be initiated by the High Justice Inspector and no longer by the Minister of Justice.
However, the latter retains the right to submit a complaint and to request the High Justice
Inspector HJI to carry out an examination of prosecutors.

Improvements in the recruitment process for the School of Magistrates have included an
integrity test and g@sychological assessment related to the integrity and moral standards of
candidates.

Judges and prosecutors are obliged to declare their assets on an annual basis. Under the
vetting law, the High Inspectorate for the Declaration and Control of AssetSaniftict of

Interest administers and verifies all data obtained through the declarations of assets and
private interests of all those vetted. Lack of compliance with this obligation is to be followed

by automatic dismissal.

Professionalism and competence

The system for recruiting, selecting, appointing, transferring and dismissing judges and
prosecutors has been improved. Constitutional and legal changes have reduced political
influence during the appointment process, ensuring a-lvesed career system.

The High Court is currently composed of 19 members, with only eight members exercising
their functions. Former members have mostly resigned after the termination of their mandate
and one judge has been suspended after being found guilty of corruptiohewdismissal
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pending a final court decision. Vacancies in the High Court will be filled once the High
Judicial Council is established.

Appointments to the Constitutional Court are awaiting the formation of the members of the
Justice Appointment CouncilAL), who are undergoing vetting. The JAC is the independent
institution responsible for verifying and ranking the legal, professional and moral criteria for
the appointment of judges in the Constitutional Court and for the candidates of the High
Justice Ispector. The procedures to form the JAC have been initiated.

The General Prosecutor (GP) should be elected following a proposal by the High
Prosecutorial Council and approval by a qualified majority in Parliament. The mandate of the
current GP ended in Dember 2017. Since the new GP cannot be elected until the High

Prosecutorial Council is formed, the transitional provisions provided for the possibility of a

temporary GP elected by a simple majority in Parliament. The responsibilities of the
temporary GP @ also limited under the law.

The vetting process for all judges and prosecutors also provides for the professional abilities
of all those vetted to be-+evaluated. The School of Magistrates is preparing the proficiency
testing for noAmagistrates assesss.

Quality of justice

Albania has 408 fultime judges (13 per 10@W00 inhabitants) and 336 fttime prosecutors

(11 per 10®MO00 inhabitants). There are 44 lawyers per @00 inhabitants. According to the
European Commission for the Efficiency of JostiCEPEJ), the European average is 21
judges/11 prosecutors per 1000 inhabitants. The 2017 budget for courts was EUR 98
million (compared to EUR 91.7 million in 2016). This amounts to EUR 5.41 per inhabitant,
with EUR 4.3 per inhabitant for the proséon offices. General government expenditure on
courts represents 0.28 of GDP, a 0.26 reduction from 2016.

Total expenditure provided in the 2017 budgetary plan for the justice sector was EUR 12.15
million, 2.5% less than the 2016 budget. The creatibthe new judicial institutions will be
supported by a multiannual action plan of EUR 3.7 million allocated from the reserve fund of
the Treasury. Judicial infrastructure remains poor overall and future budget allocations shall
take this aspect in dueamunt.

Some hearings continue to be held in judges
been prioritised due to the establishment of the new judicial institutions. The realisation of a
new court mapping is being planned by the Ministrylastice in cooperation with the High
Council of Justice. This new structure should ensure a more efficient use of court resources.

The School of Magistrates is responsible for initial and continuowservice training of
judges and prosecutors. The tragnineeds are identified by the School in cooperation with
stakehol ders within the judiciary. The new
responsibilities, which should include training for legal advisers at all court levels, court
chancellors, court administrators and the state advocates. However, the 2017 budget
envisaged an 8% cut for the School. The institution therefore continues to rely on donor
support instead of enjoying a solution that provides sustainability in the long term. Most of
the training related to the new legislation has been conducted with donor support. The School
has limited capacity in terms of academic staff, qualified specialised trainers and premises. Its
overall capacity needs to be improved as a matter of prianitgrder to progress with
recruiting new members of the judiciary while the transitionadwa&uation of judges and
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prosecutors advances. A structured needs assessment and proper evaluation mechanism shall
also be developed in order to strengthen the thaffactiveness of the school.

The High Council of Justice monitors and evaluates court activities on a monthly basis. All
courts are required to send a monthly report to the High Council of Justice and they also
produce annual activity reports. Howeverh e Hi gh Counci | of Just. i
2016 is still under preparation and institutions often lack the capacity to produce reports. All
courts have websites which are publicly accessible, although the data is not always fully
updated due to lackf capacity, including full functionality of the electronic management
system.

The High Court issued two rulings unifying cdaw in 2016, both related to administrative
caselaw.

The impact of alternative dispute resolution continues to be low. Thentataiber of cases
referred to and solved through mediation was 2 077 compared to 1 260 in 2016.

Efficiency

Consolidated reports are still lacking on the efficiency of the justice system, which includes
the length of proceedings, clearance rate and perudisgs at all court levels including the
Constitutional Court. The clearance rate is lowest for the appeal courts, particularly for the
Appeal Administrative Court (3%), due to a high number of appeals and the low number of
judges allocated to the Coufithe highest clearance rate (190 is in the firstinstance court

of serious crimes. The highest number of pending cases is in the High Court, where the
backlog is currently estimated at approximately5QQ cases. There are 224 pending
applications at th European Court of Human Rights; in 2€@4®L7 the court issued 131
judgments, of which 117 have been executed.

Changes in the procedural codes under the reform have provided for improved legal
provisions on the length of proceedings, and a human resstnategy should be developed
by the High Judicial Council.

In addition to the overall length of court proceedings, the execution of court decisions remains
a cause of concern. Furthermore, shortcomings persist in the case management system,
affecting its poper functioning. The system also requires proper maintenance and
standardised procedures since it is still not producing reliable statistical data. The system
should also be integrated with other relevant databases.

Fight against corruption

Albania hassome level of preparationin the fight against corruptiorGood progresswas
made, notably with the adoption of amendments to the Criminal Procedure Code, the Law on
the Declaration and Audit of Assets, Financial Obligations of Elected Persons and Certain
Public Officials, the AntMafia Law and the Law on Political Party Financing. The
recommendations of the last Albania report were either fully or partially fulfilled. The number
of final convictions involving junior or middieanking officials has furthefncreased
Convictions of higHevel officials occurred mostly in the judiciary; however, final
convictions for highranking officials remain very low overall. Substantial work was done to
improve the legal framework on interceptions and surveillance, lirmits for investigation
admissibility of evidence before courts and on political party financing. The specialised
institutions to fight corruption have yet to be established. Direct access to databases for
prosecutors and the police continued to improv
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In the coming year, Albania should in particular:

- step up efforts to increase the use of financial investigations in line with the standards of
the Financial Action Task Force (FATF), and establish a track record of seizure and
confiscation/recovery afriminal assets resulting from corruptioglated offences;

- establish an effective chain of wedisourced and specialised acrruption bodies
composed of the Special Asiorruption and Organized Crime Structure (SPAK) and
National Bureau of Investagion (NBI) and Court to address hitgvel corruption;

- continue to improve access to national electronic registries for prosecutors and |police,
notably by establishing an integrated case management system between police, prgsecution
and courts

Trackrecord

As regards thdrack recordof investigations, prosecutions and convictionn the fight
against corruption, the positive trend of recent years continued. The number of final
convictions involving junior or middkeanking officials increased compadréo the previous
reporting periodthere were respectiveB16 convictions in 2016 and 331 in 2017, compared
to 286 in 2015). The overall number of referrals to the prosecution has also incte83&d (

in 2015, 1 910 in 2016 and 2 342 in 2017).

Regardingconvictions ofhigh-level state officials the judiciary has achieved some initial
good results. Convictions have been obtained against prosecutors and judgesn@dirse

and 2 seconghstance convictions in 2016 for passive corruption, and 3ifissance and 4
secondinstance convictions in 2015). In 2017, one f{irgtance and 4 secofiastance
convictions were issued, including a conviction against a Supreme Court judge. The High
Council of Justice suspended two judges, one of whom was arrébtye have beer2 new

cases openedgainst higHevel state officials in 2016, 61 in 2017, compared to 39 in 2015.
However, the number of final convictions of higdnking state officials remains very low.

As regardsasset declarations by high state dffials, the High Inspectorate of Declaration

and Audit of Assets and Conflicts of Interest (HIDAACI) referred 22 cases to the prosecution
in 2017 and 29 cases in 2016. Of the 2016 cases, 7 heads of commune were convicted for
refusing to declare their assdn total, HIDAACI submitted 72 criminal referrals of lewand
mid-ranking officials to the prosecution services in 2016 (of which 20 resulted in final
convictions).Seizure and confiscation of criminal assets should be systematically ordered to
detectand cut the financial flows of criminal networks. An analysis to identify sectors at risk

of corruption is not conducted systematicallyie number of investigations startedaXcio

needs to be increased, and a solid track record of investigationscytross and final
convictions in corruption cases needs to be established.

The rate of I mpl ementation of the State Au
public institutions remains low.

The National Coordinator against Corruption installed aupbion cases monitoring system.
Little progress was made to set up an interface between the different electronic case
management systems of the police, prosecution and courts. The budget for their
implementation needs to be secured.

The use of audits anahspections on the basis of risk assessment in the tax and customs
services increased, but needs to be further stepped up. Efforts are continuing to address
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corruption in the tax and customs administration, notably with the restructuring of the General
Directorate of Taxation and of the General Directorate of Customs.

Implementation of the Law on whistldowing and whistleblower protection started in 2017.

At both central and local institutions, 156 units responsible for protecting whistiers and

for reporting cases to HIDAACI have been established. During 2017, private entities with
more than 100 employees were identified and 429 units responsible for the protection of
whistle-blowers established.

Oninternal control mechanisms the number of inspdons carried out by the Transparency
and AnttCorruption Unit of the Ministry of Interior increased.

On access to information the Commissioner for Information and Data Protection received
684 complaints and issued 36 decisions in 2016 while 560 complantsreceived in 2017.
A system was established to record the overall number of requests made to public institutions.

The impact of antcorruption measures iparticularly vulnerable areas (customs, tax
administration, education, health, publiopurement etc.jemains limited. There is still a

strong and urgent need to improve and strengthen internal checks and inspection mechanisms
within the public administration and to improve their cooperation with law enforcement
authorities.

Institutional famework

Prevention of corruption

The capacity of the antiorruption network in line ministries, at local level and in the Office

of the National Coordinator against Corruption (NCAC) needs to be strength®ined

September 2017, the Ministry of Justgsrves as the new NCAC and structures are being put

i n place. Coordination between the | atter an
and AntiCorruption has to be ensured.

The role of HIDAACI in detectingonflicts of interest and checking aset declarationswas
strengthened with the adoption of the Law on whibtteving and whistleblower protection

and with the implementation of the Law on the transitionadvauation process. The latter
provides for judges, prosecutors and legal advisersindergo vetting. The number of
inspectors at HIDAACI was increased from 20 to 28. Its administrative, technical and
financial capacity needs to be further strengthened to cope with asset declarationAmecks.
online asset declaration system has yétetestablished.

The role of the High State Audit (HSA) in the overall amgrruption framework has to be
strengthened, in order to identify systematic weaknedses.inspection capacity in public
procurement needs to be further improvedpr&curement 8 expected to achieve more
transparency and reduce opportunities for abuse.

The Central Electoral Commissiononitored the 2017 parliamentary elections and sanctions
were issued for nearly all violations.

New training curricula for public officials ogood governance and combating corruption
were introduced at the School of Public Administratidntegrity-related secondary
legislation is in place butn overall integrity risk management system has yet to be
establishedNo integrity plans have been ddoped for ministries.

An online portal allows members of the public to submit complaints about corruption.
Twentyone cases were referred to the Prosecut ol

23



2017. Complementarity with the newly created govesrrmt  p | a t fgavernancewith 6 ¢ o
the publicd needs to be clarified.

Law enforcement

Specialised antcorruption bodies in charge of investigating, prosecuting and sanctioning
corruption aran the process of being established. These indindeSPAK, NB and a Court

to address high level corruption casBse plice and prosecution have been granted access to
additional private and public national registrieowéver, an obstacle hampering the law
enforcement authoriti e déefficiengyafcnvestigatidnoren@mipse r at e
their lack of direct access to 20 key nationadjistries.Concerns remain over high staff
turnover and insufficient interinstitutional cooperation. The financial, human and technical
resources of enforcement authi@s need to be strengthened. Cooperation between police,
prosecutors and the HSA and procurement services in fighting corruption should be
strengthened. The police remain vulnerable to corruption and to political interference in
operational activities, dpite an increase in internal investigations.

Legal framework

Albania has ratified all relevant international conventions, but implementation remains
uneven. Laws on excluding criminal offenders from public posts and protecting
whistle-blowers wereadopted Concealment of assets and falsification and-aeciaration of

assets by public officials have been made criminal offences. Only one recommendation made

by the Council of Europeds Group of States .
has been fully implemented. The nine others have been only partially implemented so far.
Albania should prioritise their correct and swift implementation.

To increase the efficiency of investigatiotise legislative framework was amendad2017.

The timelimit for investigations of corruption was extended from 3 to 6 months. Furthermore,
amendments to the Law on Electronic Interception extended the scope of application of
interceptions to include corruption offences and allow for the decentralisatiotendaption.
However, the amendments did not provide for the recording of interceptions to be
decentralised, allowing only for listening in real time at district level. Amended in April 2017,

the AntiMafia Law now includes all passive and active corruptiffences and defines the

role of the prosecutor more clearly. Amendments to the Criminal Procedure Code introducing

a clear definition of Ohigh state officialod

The Law on the Declaration and Audit of Assets, Financial Obligatdridected Persons
and Certain Public Officials was amended in April 2017, increasing the independence of

HI DAACI . The chairés mandate was extended f
chairdés el ection i n Pa r-fifthsamajerityt Thevreew law alsor e a s e
prescribes that members of Parliamentds asseE®e

to the target dates set in the latest amendments to the law, the full operability of the online
asset declaration system cannot notimueed before 2022. This has to be addressed, in order
to ensure that the system is up and running within a shorter timeframe.

The latest amendments to the LawRwiitical Party Financing envisage the publication of
financial reports on the election caamgn of political parties, election campaign monitoring
reports and financial audit reports.

All the secondary legislation for the legal framework on integrity is in place but it remains
highly complex and fragmented.
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Strateqgic framework

Implementation of the intesectoral strategy against corruption and its 2BA%7 action plan
has further advanced. Implemented by the Ministry of Justice, a broad majority) @eahe
envisaged actions were either entirely or partially implementedOir6.2The monitoring
mechanism and its accountability need to be strengthened. Furthermoregf2Be¥amount
needed for implementing the action plan is still missingranthins problematic.

A comprehensive sound performance assessment framework isfineilged. The lack of

staff and funding for implementing the measures and reporting on progress remains a concern.

Fundamental rights

Albania has ratified most international human rights conventions and developed its legal

framework in line with Europeast andar ds. New | egislatio
rights and the protection of minorities. However, the institutional mechanisms remain

n
weak

h as

and more efforts are needed to implement existing commitments. Social care services for
vulnerable groupsemployment and living conditions for Roma and Egyptians need further
improvements. Despite the efforts made, protection and enforcement of property rights has

yet to be ensured.
In the coming year, Albania should:

- improve institutional mechanisms fprotecting children, protecting victims of domestic

violence, and guarantee gender equality;

- step up efforts to establish solid adiscrimination caséaw; find a sustainable lorgrm
housing and employment solution and tackle segregatitireieducation fieldor vulnerable
groups, in particular for Roma and Egyptians;

- further consolidate the entrenchment of property rights, notably by advancing the revision

of property deeds, implementation of the compensation scheme, and make the yecessar

progreson the digitalising and mapping of property.

Albania complies with internationahuman rights instruments and has ratified most
international conventions. It has yet to ratify the Optional Protocol to the Convention o

n the

Rights of Persons witDisabilities and the Optional Protocol to the International Convention
on Economic, Social and Cultural Rights. Overall, the implementation of such instruments

should be improved.

Albania continued to ensure good cooperation withBEampean Court of Human Rights
(ECtHR). Since September 201&e European Court of Human Rights (ECtHR) has
found violations of the European Convention on Human Rights (ECHR) in 6 cases re
mainly to the right to a fair trialDuring the reporting periqdl33 new applidions were

lating

registered by the Court. AnFebruary 2018, the total number of applications pending before
the Court was 532. There are currently 25 cases against Albania under the enhanced

supervisory procedure.
On the promotion and enforcement of humanrights, the Ombudsman has anstatus

awarded by the Global Alliance of National Human Rights Institutions in 2014. During the
reporting period, the Ombudsman continued to promote the rights of vulnerable groups as
well as focusing on the implementation thie justice reform. In 2017, the Ombudsman
submitted a total of 188 recommendations (out of which 123 were accepted, 29 rejected, 24
without response and 12 in process). In May 2017, a new Ombudsman was nominated by the
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Parliament, based on a politicalragment between the two main parties and without fully
completing all the steps foreseen in the consultation process. Owing to the current legal
framework, and despite several attempts by the Ombudsman to propose amendments to the
legislation, all five Comi ssi oner positions at the Ombudsm

As regards theight to life, the Authority on Access to Information on the former State
Security Service was established and a strategy was adopted in June 2017. However, the
resolution and remmmendations on blood feuds still require follaw. Following a visit to

the country in December 2016, the UN Working Group on Enforced or Voluntary
Disappearances (WGEID) issued several recommendations to Albania to address the crimes
committed during te communist dictatorship period. For instance, the WGEID recommended
that Albania recognise the enforced disappearances of the past and guaramegetiton

through an appropriate mechanism. It also called for the creation of a mechanism taking a
globd approach, instead of fragmented measures, to deal with prejudices resulting from the
past political repression. The number of people who have been secretly abducted or
imprisoned during the dictatorship remains unknown, but it is estimated that ard@0@ 6
persons went missing.

On the prevention of torture and ill-treatment, the National Preventive Mechanism
conducted 124 inspections in 2017, resulting in 95 recommendations. During this period, 29
complaints of violence in police facilities and penitanti institutions were processed. In
October 2017 the Ombudsman launched criminal proceedings against a State Police officer on
grounds of torture. However, the prosecutor's office decided not to initiate criminal
proceedings. This case is related to the o$§ handcuffs on an offender hospitalised at
Tiranads prison hospital. The European Commi
the country in February 2017 and published a report. Particular attention was paid to the
treatment and conditions détention of persons in police custody and the situation of remand
prisoners and forensic psychiatric patients. The recommendations issued by the CPT have not
been implemented by the Albanian authorities.

As regards therison system a strategic actionlan to improve detention conditions was
prepared in 2014 but its implementation has not been monitored. The release of 750 prisoners
following the amnesty of January 2017 was not implemented in line with risk evaluations.
The laws on prisons and prison igel have yet to be amended to ensure compliance with
European standards. During the reporting period, 22 prison directors were dismissed and the
Prison Directorate Director was replaced four times. Several former managers are being
charged and investigatédr abuse of office and corruption. Furthermore, the verification and
revaluation process of prison personnel has already achieved some preliminary results:
disciplinary measures have been taken against 49 prison police officers and 65 other officers
havebeen criminally prosecuted.

The use of alternatives to custoidgreased compared to the previous reporting pdtroate

were respectivelyp 577 cases in 2016 and 6 046 in 2017, compared to 5 952 in 2015). The
use electronic monitoring has also increbé9 cases in 2015, 187 in 2016 and 113 in 2017).
The specialist monitoring of convicts by the Probation Service increased from 74 in 2016 to
84 in 2017.

On the protection of personal data, the country has ratified the Council of Europe
Convention for te Protection of Individuals with regard to the Automatic Processing of
Personal Data and its additional protocol. The office of the Commissioner for the Right to
Information and Data Protection increased its staff and training programme. The
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Commissioner eceived 120 complaints from data subjects, carried out 184 administrative
inspections, issued 22 decisions and imposed 36 administrative sanctions in 2016. Further
efforts should be made to align the personal data protection legislation with the Genaral Da
Protection Regulation and the Directive on the protection of natural persons.

Freedom of thought, conscience and religiowas generally upheld. In October 2016, the
Parliament passed a resolution condemning communist regime crimes against religious
personsA special unit to tackle religious estate was established and property certificates for
hundreds of religious buildings were delivered. However, the restitution of properties
belonging to religious groups remains an isJuee government allocatdelJR 740000 to the

five official religious communities in April 2017. The electricity fee for religious buildings
was lowered and the capacity of the State Committee on Cults was increased.

Freedom of expression

The country hasome level of preparatiois moderately preparedin the area of freedom
of expression. There has besame progressin strengthening the independence of fthe
regulatory authority and the public broadcaster. The overall legislative environment is
conducive to the exercise of freedomeapression, but implementation remains a challepge.
Legislation on public advertising, intended to improve transparency in line with international
best practices, needs to be introduced.

In the coming year, Albania should in particular:
Y bring ownership limitations for national operators into line with international standards;

Y introduce legislation in line with international best practice on public advertising to
increase transparency;

Y enforce implementation of the Labour Code anérgjthen the protection of Albanian
journalistsé | abour and soci al ri ghts.

Intimidation of journalists

Physical assaults on journalists remain very rare. A case was reported in March 2017 and was
swiftly condemned by the authorities. Investigations wé&enched and led to the
perpetratoros arrest. The case reached appea
closed down and two journalists were dismissed following an investigative story involving a

local official in October 2016, no official cgrtaints were submitted. Three defamation court

cases against nine journalists were registered. Cases are still ongoing and no convictions have
been issued so far.

The authorities are expected to pursue zero tolerance of threats or attacks againshohedia, a
refrain from making statements that may create an environment not conducive to freedom of
expression.

Legislative environment

The Constitution and relevant laws are in line with international human rights law. They
guarantee individual liberties includj the right to privacy, freedom of expression and
sanctions against incitement to hatr&kfamation remains a criminal offence, although
prison sentences are not allowed. However, journalists are at risk of large fines and damages.
The rules orhate speeh are in line with international standardsve cases of hate speech

were registered and two complaints were submitted to the Commissioner for the Protection
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against Discrimination on the grounds of gender identity and sexual orientation. Albania still
needs to introduce legislation strengthening transparency in public advertising.

Access to information about procurement contracts, audits and salaries of officials should be
strengthened. Decisions of the Commissioner for the Right to Information atenaomg on
public administration officials.

Implementation of leqgislation/institutions

The Audiovisual Media Authority (AMA) approved its 202019 strategic action plan in
March 2017. AMA has doubled its revenue and changed its structure to focus maogéy stro
on supervisory and inspection activities to identify illegal broadcasting. The digital
switchover has entered the final stage of implementation.

Public service broadcaster

The public broadcaster RTSH has a new internal structure reflecting the shgiiethover
process. RTSH has developed and approved editorial principles to guard against political
interference. The OSCE/ODIHR report on the June parliamentary elections stated that RTSH
showed a balanced approach to campaign reporting. However, RT&i$ tw ensure its
financial sustainability.

Economic factors

Audiovisual media ownership and the transparency of media funding and public advertising
remain key issues. The editorial direction of private media continues to be strongly influenced

by political and business interests. Media funding remains key to improving media freedom,
especially given new c¢ hal lpatnigflaence.sAmany others, o6 f a k
self-censorship and the precarious nature of employment for journalists remaas 85

strong concern.

Internet

The government does not restrict internet access or censor online conteregg&ation for
the media sector has to be encouraged.

Social dialogue/social conditions

Job security for journalists needs to be strengthened. Media owners do not formalise work
contracts and the Labour Code needs to be properly implemented for journalists.

Freedom of assembly and associatiowas respected. Protests and political demonstrstio
were held without major incidents.

As regards property rights, progress has yet to be made towards improving the legal
framework for registration, expropriation and compensation. The-202Q strategy on
property rights has yet to be updated and usbihal coordination should be improved. In
relation to the Manushaqe Puto case, reflecting the effectiveness of compensation schemes,
there are 89 cases are pending before the ECtHR. The Integrated Land Management (ILMR)
Secretariat was established. Ferthprogress is dependent on the budget allocation for
integrated land management and on folapvlegislation. The Agency for the Treatment of
Property has received 887 applications so far where 183 decisions have been executed for
evaluation of property.

The policy and legal framework aron-discrimination is broadly in line with EU standards.
However, the Law on Protection against Discrimination does not address multiple
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discriminations. Implementation of the legal framework needs to be strengthened through the
specialised training of judges and proseautdn 2017, the Commissioner for Protection
against Discrimination handle2D3 casesf alleged discriminatiorfagainst288 in 2015 and

239 in 2016. The Commissioner participated in 59 judicial proceedings (against 37 in 2015
and 45 in 2016) and impose@® penalties (against 14 in 2015 and 10 in 20A8Jareness
campaigns were organised across the country, but homophobia agypmyism remain
widespread. The number of reported haiene cases is very low and data collection on hate
crimes is still lackng.

The national strategy and action plan (2@0D20) onGender Equality was adopted in
October 2016. However, a certain funding gap persists. At the central level, the Deputy Prime
Minister is assigned as the National Coordinator for Gender Equalityamsaon Regarding

the legislative framework, a number of laws still contain gewlesariminatory provisions. In

2017, efforts were made to make gender equality an integral part of planning and budgeting
for national development and EU integration, but ¢hstl need to be reflected at the local
level. With the new government, 11 gendbampions employees were appointed at the
central level and 58 at local level. Women are equally represented in the new government.
The percentage of women parliamentariatso increased from 1% to 28.5% in the new
parliament. In December 2017, the Parliament adopted a resolution on the fight against
genderbased violence and established a parliamentarycsoimittee on gender equality.
Further efforts are required tosme that all strategies and policies and strategies are gender
mainstreamed.

Domestic violence remains a serious concern. During 20PA33cases were reported
(against 3700 in 2016) and 2 593 protection orders were issued (aga2®st ix 2016). For

2017, 129 of these protection orders were not respected (against 119 in 2016). Furthermore,
1950 cases of domestic violence against women and children were registered as criminal
offences in 2016. While the number of local mechanisms for reporting geaskd violence

has increased, efforts should be stepped up to establish them in all municipalities. The
Ministry of Justice established a new office to coordinate efforts against domestic violence.
There is also a need to ensure cremstoral coordinatiorwith child protection and
antitrafficking mechanisms at local and regional level. Since December 2016, afdoded
national emergency number for victims of domestic violence has been operational. Overall,
more work is needed to ensure that women haeess to justice.

The legislative and policy framework on thights of the child was reinforced in 2017 with

the adoption of the Law for the Protection
Children Code and the o6Chfidrdrtemed sP rAgteenatai o2n0 :
Rights provides for a child protection system. However, related bylaws are needed to make it
operational. Interinstitutional cooperation, data collection and reporting mechanisms on child
protection should be improved. Fuer efforts are also needed to ensure the child protection
system functions effectively. In 2016 and up to June 2017, 586 street children and their
families were taken into protection. The Criminal Justice for Children Code in March 2017
ensur ed delubeaomplianéeswith international standards on juvenile justice. The
code needs to be completed with secondary |
Chil drend str at e guyenle pstice and gguisable atgess bogustite for

children, is still pending. The Law on Legal Aid adopted in December 2017 aims to ensure
chil drenb6és access to | egal ai d. The Ministr
justice for children and developed an online system for tracking casesildrfechthat

committed offences.
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Al bani ads fr ame wo rights ¢f @erdors|with disabilitiesdasnpartially e
compliant with the UN Convention on the Rights of Persons with Disabilities. During the
2017 elections, more than half of the pollingt®ns were not accessible to disabled people.
People with disabilities continued to face difficulties in accessing education, employment,
healthcare and social services and in participating in deemsaking and there are still
difficulties in removingenvironmental and infrastructural barriers. Most of the secondary
legislation related to the law on inclusion and accessilfildgn 2014 needs to be adopted.
Despite efforts to ensure inclusive education, the quality of education for disabled children,
egecially deaf children, is a cause for concern and children are still placed in institutions.
Monitoring of how disabilityrelated measures are being implemented is hampered by a lack
of data.

Despite the fact that the Constitution does not include refeseto sexual orientation and
gender identity, Albania's andiiscrimination legislation prohibits discrimination against
lesbian, gay, bisexual, transgender and intersex (LGBTI) personsiowever, moresfforts

are needed to protect LGBTI persons from disgration. An interministerial team
responsible for the monitoring of the 202620 National Action Plan for LGBTI Persons in
Albania is functional. Police officers, prosecutors and gender focal points of line ministries
have been given training on pretag discrimination on the basis of sexual orientation and
gender identity. According to LGBTI organisationse tattitude and awareness of the police
has improved significantly in recent years. The ddnoded shelter for LGBTI persons has
continued to povide care, support and advocacy to homeless LGBTI individDalsng the
reporting period, no court rulings in cases related to sexual orientation and gender identity
have been madén addition, public awareness and acceptance of LGBTI persons r&wain |
particularly in rural areasdate speech and discriminatory language continue to be a problem
in the media, especially online media. On a positive note, the sixth edition of Tirana Gay
Pride took place without any incident.

Issues oflabour and trade union rights are covered in Chapter 19: Social policy and
employment.

On procedural rights, the new Law on Legal Aid broadens the category of people that
benefit from legal aid and introduces primary and secondary legal aid concepts. The rights of
victims were strengthened through amendments to the Criminal Procedure Code in May 2017.
Victims can now have full access to information on the investigation file, be given medical
and psychological assistance and have an interpreter to communicate in their guagdan
Furthermore, specific categories of victims are recognised by the code, including those that
have been sexually abused or victims of trafficking in human beings. Nevertheless, the legal
aid scheme still needs to develop an outreach mechanism agsk docservices. The vast
majority of cases involving vulnerable groups are still handled by civil society with donor
support.

Important steps were taken to improve the legal framework on respect for and protection of
minorities. In October 2017, a framewoLaw on the Protection of National Minorities was
adopted, which abolished the differentiation between national minorities andlietnstic
communities and introduced the principle of sé#ntification. Secondary legislation needs to

be developedveiftly, with the involvement of all relevant stakeholders, in line with European
standards, along with a revision of existing relevant legislation. These steps are necessary to
ensure implementation in practice of all the principles and rights enshrirleel framework

law, including the right to free selflentification.
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The revised State Committee on National Minorities needs to be made functional and its
financial viability ensured. The OSCE/ODIHR report on the June parliamentary elections
noted that ntonal minorities were given a fair opportunity to participate, both as candidates
and voters. In September 2017, the public broadcaster started to offer programmes in five
minority languages on a channel dedicated to national minorities.

The implemetation of the 2014020 national action plan for the integrationRdma and
Egyptians is ongoing. The 2017 report on its implementation noted progress in early
childhood and primary education and in access to healthcare and labour market. Albania does
not have a central interdisciplinary body coordinating the Roma integration policy. However,
informal employment continues to be very high in the Roma community and unemployment
rates have continued rising in recent years, reaching %the second highestteain the
Western Balkans). The enrolment of Roma and Egyptian boys and girls-gthwel and

basic education has increased considerably (fr@®64in 2015 to 1301 in 2016) but the gap
between Roma and not Roma enrolment incred3edpite this progss, Albania has one of

the lowest completion rates of compulsory education in the regiofo)4Zhe limited
number of enrolments in secondary education among Roma children also remains a challenge.
Roma children benefit from free textbooks and transportab remote schools. However,
segregation in schools remains widespread.

The housing budget has increased but remains insufficient to meet the needs for housing and
infrastructure, with residential segregation rising in Roma settlements. In 2017, 2% Rom
families benefited from projects to improve housing conditions, a considerable increase from
previous years (187 in 2016) . Al bani a has
population to piped water (48) and electricity (846). Civil registraion for Roma has
improved but further efforts are needed, particularly to ease the transfer of registration
between municipalities and ensure registration of children born abroad who are at risk of
statelessnes$dost unemployed Roma and Egyptians havéatilties accessing healthcare

due to complicated procedures for obtaining health cards. In fact, overall access to public
services for Roma remains difficult, particularly in rural areas.

2.2.2. Chapter 24: Justice, freedom and security

Albania hassomelevel of preparation to implement theacquisand European standards|in

this area.Some progresswas achievedn improving the institutional capacity on border
management, asylum and countering terrorism and violent extremism. Reception capacity to
deal with mixed migration flows increase@rganisational changes in law enforcement
agencies were introduced and/Kegislation adopted, especially on reorganising the palice.
The number of unfounded asylum applications lodged by Albanian nationals in the EU has
decreased but requires continuous and sustained efforts, including addressing the
phenomenon of unaccompadiminors. There wasome progressn combatting organisef
crime but sustained efforts are needed to target organised crime networks and their lepders.

In the coming year, Albania should in particular:

Y develop a strategic approach towards financial stigations, including by (i) adoptin
the FATF concept on financial investigations; (ii) automatically implement financial
investigations when dealing with organised crime, terrorism, money laundering and serious
corruption cases; (iii) start financial iestigations from the very start of the criminal
investigation; and (iv) apply a multidisciplinary and proactive approach to fingncial
investigations;

«Q
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Y make the National Centre for Countering

adequate funding andadt,
Y further i ncrease t he meta sddress seffectivelk ¢he

i n

phenomenon of unfounded asylum applications in the EU as well as unaccompanied minors.

Fight against organised crime

The country hasome level of preparationin the fight against organised crime. Overall the

re

was some progressn the reporting period, notably in terms of increased police operations
and in combating cannabis cultivation. Albania should ensure that these initial results are
sustained and the® should intensify the search for, confiscation and destructign of
cannabis stockpiles. In view of previous recommendations, some progress was made on

aligning relevant legislation with European standards and best practices. Adiolmmged
amendments tahe AntiMafia Law and the Criminal Procedure Cotie make criminal

investigations more effective. Some progress was also made on confiscating criminal assets,

relating mostly to preventive seizurdaternational police cooperation, especially with E
Member States, has intensifie@ooperation between the police, prosecution and ot

U
her

relevant agencies and bodies needs to be improved. More efforts are needed to tackle money

laundering, criminal assetand unjustified wealth. In the coming year, Albania should
particular:

Y progress further towards establishin

in

g a

prosecutions and final convictions against organised crime groups; this should include

intensifying investigations and prosecuting higiiel members of organised crime groups;

Y set up, equip and bui |l d -Qagorupttom &nd Orgapised | t vy

Crime Structure and National Bureau of Investigation to fight organised crimesnaiide
coordination between relevant existing structures;

Y intensify the fight against money | a
intelligence identification, tracing, freezing and confiscation of crime procemage reports

under

of suspicous transactions admissible as evidence in court; introduce the concepts of extended
confiscation and financial ceiling in cash transactions; and strengthen the capacity |of law

enforcement authorities to deal with tax fraud and tax evasion.

Y e st alésigntk a aemtralised agency in charge of the identification and tracking of
criminal assets (asset recovery agency) in order to further enhance the effectiveness of the

national asset recovery system and facilitate operational cooperation with assetryrec

offices in the EU Member States.

Institutional setup and legal alignment

There are 867 officers in the Albanian State Police (ASP), equivalent to 257 ped@Q®O
inhabitants, compared to the EU average2di in 2015 Albania reorganised thpolice

structures in December 2015 and is currently working on a new restructuring of the police,
which should make it more efficient through department mergers and new accountability

lines.
The legal framework has been further aligned with tlaequis In March and April 2017

Albania adopted amendments to the Aviifia Law and the Criminal Procedure Code to
ensure effectiveness in criminal investigations. The amendments relate to the extension of

criminal investigations from three to six months, admisigfof evidence, the introduction of
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the principle of free evidence and the concept of preliminary investigation judge, witness
protection and controlled deliveries, where police secretly monitor deliveries of illegal goods.

Some legal amendments conueg unjustified wealth are outstanding. These include the
introduction of the concept of extended confiscation and of legal financial ceilings in cash
transactions; the admissibility of suspicious transactions reports as evidence in court; and the
establshment of a central registry of bank accourdtse Law on the Organisation and
Functioning of the Institutions for Combating Corruption and Organised Crime entered into
force in November 2016.

In September 2017 the Ministry of Interior issued a policyudoent on the 10 top public

order and security priorities for the next 4 years including objectives and key measures.
Re-evaluating (vetting)officers of the ASP, Republican Guard and Internal Affairs and
Complaints Servicas one of the priorities. Thisill be based on personal integrity,
professional capacity and verification of their assétge reevaluation is expected to affect

about 13 000 individuals. On 6 March 2018 the law on the vetting of police ranks, setting the
principle, criteria and prockires of the revaluation process was approved by the
ParliamentIn November 201The Ministry of Interior adoptethe action plan on the fight
against organised c¢crime (operation nwuBower o]
disciplinary task fores tomonitor and implement it, with a special focus on recovery of
proceeds of crime. In this framework, the Ministry of Interior and the General Prosecutor
Office signed in February 2018 a cooperation agreement on jointly tackling serious crimes

and coruption. The agreement will be in force and applicable until the establishment of the
speci al prosecutordos office (SPAK). Foll owin
identified 40 groups and their assets. Most of them are operating in theycowbly in

cannabis cultivation and trade.

Albania updated and continued to implement the strategy on the fight amafficking in

human beingsand its action plan for 2012017, which came to an end in December 2017.
The new strategy and action pléor 20182020 have been finalised and their adoption is
pending. The legislative framework for victims to obtain access to justice was improved
through amendments to the Criminal Procedural Code, with the inclusion of additional rights
for sexually abusedictims and victims of trafficking in human being3n money laundering,

the police approved new action plan to tackle criminal assets and unjustified wealth.

On trafficking in weapons, Albania adopted &aw on weaponsn 2014, which is partially
aligned with the provisions of the Directive (EU) 2017/853. Albania has yet to introduce
subcategorisation of weapons, and to harmeenits legislation with the latest EU
amendments on weapons.

Implementation and enforcement capacity

As r e g ar dteackAekcdodatheinuanbes of operations carried out by the police is high

and has particularly increased in the past months, leading to more offenders being arrested
(including 39 individuals arrested for suspected illegal trafficking of Albanian citizens and
public officids of a municipality arrested for abuse of office, and misappropriation of land
property).While some criminal groups have been dismantled, investigations and prosecutions
do not cover yet the upper echelons of the criminal organisation and the numb®al of f
convictions remains limitedNew investigations of criminal organisations and structured
criminal groups have also increased (fr@® in 2015, to 46 in 2016, and 31 in 2017).
However final convictions inorganised crime casegemained very low and ka only
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marginally increased. In February 2018 four people have been convicted in final instance for
membership of a structured criminal group involved in drug cultivation and trafficking
(Lazarat case). Overalthere is still a relatively high percentagé cases that are initially
reported as organised crime cases but subse
(therefore not considered organised crime cases anymore) or dismissed for lack of evidence
and/or due to the poor quality of referrals

Statistics on serious crimes that are not linked to criminal organisations and structured
criminal groups indicate an increasing trend of crimes related to the production and
cultivation of narcotics: almost 34 in 2015, 66.9% in 2016 and 72.% in 2QL7. They are
followed by money laundering, trafficking in vehicles, money counterfeiting and forgery, and
trafficking in human beings. In these cases, too, there remains a serious gap between the
numbers of final convictions and of finalised investigations

The government is making a concerted effort to improve the law enforcement capacity to
tackle organised crime and has improved the law enforcement and security institutions
through legal and institutional reforms. Theatjty of investigations in crimal proceedings

has been improved through the use of special investigation techniques. Howevaw the
enforcemenaut hori tiesd® response to organised crir
to a combination of factors: inadequate resources; umfluemnce and pressure on police and
prosecution services; frequent and unjustified turnover of State Police personnel; low salaries;

and the limited equipment made available to the judicial police.

The police and prosecution have been granted acceslittonal private and public national
registries bustill lack direct access to 20 key natiomagjistries. This includes the electronic
register of mobile phone subscribers. Steps have been taken to improve cooperation and
mutual trust between policergsecution and other relevant agencies and bodies in detecting
and investigating complex criminal cases. This should now lead to operational results. Law
enforcement structures should be given specific training in financial investigation techniques
to improve their capacity to tackle unjustified wealth. Investigations of large criminal
networks should be started proactively and in a more systematic way. Albania is encouraged
to establish Joint Investigation Teant&aghting organised crime remains fundameérita
countering criminal infiltration of the political, legal and economic systems.

The Prosecut or @Xinwdtigatioasentomorey launderngire 2015,227 in

2016, and 309 in 2017. Despite the increasing trend, the number of convictiamsriey
laundering at first instance level remains low (three in 2015, eight in 2016 and only two in
2017). Only 15 people have been finally convicted for money laundering in the past four
years. Limited law enforcement resources, weak legal institutcams)ption and a largely
cashbased economy with substantial informal sectors make Albania vulnerable to money
laundering.

Confiscationof cr i mi nal assets should become a str
organised crime and terrorism. Crimlingroups engage in an increasingly wide range of
profitable illegal activities. Albania has developed tools for freezing, managing and
confiscating criminal assets through amendments to theMatia Law. These include the
possibility for nonconviction kased confiscation (allowing confiscation of criminal assets

where a criminal conviction is not possible, in particular because the suspect is deceased,
permanently ill or has fled), and thighrty confiscation (confiscating criminal assets that

were purpsely transferred from the suspect to a third party). Albania should however focus

on adopting and implementing rules on confiscating assets which are not directly linked to a
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specific crime but which clearly result from similar criminal activities comuwhithy the
convicted person (extended confiscation); and ensure that the relevant authorities are more
systematic in temporarily freezing assets that risk disappearing if no action is taken, subject to
confirmation by a court as soon as possible (precautidreezing). Albania should urgently

step up its capacity to manage frozen or confiscated assets so that they do not lose economic
value (asset management). Albania has not yet established an assets recovery office. A
national asset recovery strategy wsrrently being drafted. Albanian should establish or
designate an Asset Recovery Office in charge of the identification and tracking of criminal
assets in order to further enhance the effectiveness of the national asset recovery system and
facilitate operéional cooperation with asset recovery offices in the EU Member States.

Cybercrime is a growing concern. The number of registered criminal proceedings related to
computer fraud increased. However, final convictions (at Appeal Court level) remained low:
five in 2017, against one in 2016 and four in 2015.

On trafficking in human beings, the Prosecutorodos Office r
proceedings in 2015, 24 in 2016 and 19 in 2017. Most of the referrals involved adults. The
number of related convictions rams low.Albania remains a source country foafficking

in human beingsVulnerable Albanian minors are victims of sexual exploitation both in
Albania and in some EU Member States. The National Referral Mechanism for Victims /
Potential Victims ofTrafficking was fully functional during the reporting period. In 2017 no
victim benefited from the right to financial compensation. The task force in charge of
reviewing dismisse@nd not initiated cases of trafficking in human beings achieved limited
resuts. Cooperation between the police and the prosecution in shasegtigationacts
improved, and administrative procedures were simplified. However, Albania should
strengthen its criminal justice system and step up efforts to prevent trafficking imhuma
beings. It should pay particular attention to unaccompanied children and child victims of
trafficking, especially among children begging in the streets. Moreover, Albania is
encouraged to implement the principle of ymmishment for child victims of tfiacking and

provide them with adequate protection, such as witness protection programmes and temporary
residence permits. Adequate protection should be granted irrespective of their ability or
willingness to cooperate with the prosecutorial authorities.

On trafficking in weapons the security upgrade of the Albanian State Police central
armament storage and two evidence rooms in main police stations is expected to be completed
in 2018. Albania is encouraged to establish a Firearms Focal Point in the ahlb@taite

Police. Albania contributed and participated in the planning and implementation of the Joint
Action Days coordinated by Europiol 2016 and 2017, between the EU and Western Balkans
law enforcement agencies, planned under the European-Msitiplinary Platform Against
Criminal Threats (EMPACT) for firearms.

On 9 December 2013 Albania and Europol signed an agreement on operational and strategic
cooperation. Following the signature of the operational agreement with Europol, Albania has
taken furthersteps to strengtheoperational police cooperationwith EU agencies and
Member StatesThe ASP continued to assess the main organised crime threats in line with
Europol methodology by preparing annual national serious and organised crime threat
assessments. frowing number of messages are exchanged through the EBepote
InformationExchangeNetwork Applicationin 2017 there were 857 exchanges of messages

with Europol (4771 sent by Europol and@B6 sent by Albania to Europol), compared to
4587 in 2016 (3115 sent by Europol and1l72 by Albania). However, Albania remains a
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reactive rather than a proactive partner in international police cooperationselt®f
Europol 6s strategi c ilimited.lltisiplgneed toaeplpyacEdrapolt s r €
| i ai son officer in Albania in summer 2018.
regional initiatives, such as the Joint Operational Office in Vieseaying as a regional
operational platform for international investigations into migrant smuggling organised crime
groups. The office has the benefit of having a direct secure connection to the European
Migrant Smuggling Centre in Europol.

There havéreen positivalevelopments in the cooperation with Interpol. In May 2017, a joint
police cooperation centre between Montenegro, Albania and Kos@sset up in Plav. It
aims to improve croslsorder cooperation in fighting crime.

Fight against terrorism
Institutional setup and legal alignment

Albania has a comprehensilegal framework for preventing and combating the financing of
terrorism. The country is party to all Council of Europe conventions on cetenterism,
including seizure and confiscatiohthe proceeds from crime and financing of terrorism.

Since 2015, Albania has a natios#@dategy to counter violent extremig@VE), with a focus

on community outreach, policing, education and countering extremist propaganda. In July
2016 the governmenappointed a national coordinator for CVE who is charged with
overseeing the implementation of the national strategy. The CVE Office was established in
October of that year and the following month the government adopted a new nationalcounter
terrorism stategy. The CounteFerrorism Directorate of the ASP is the lead body. Other
agencies active in this field are the State Intelligence Service and the Defence Intelligence and
Security Agency. I n addition, the nBlve@ine Pol i
preventing radicalisation and combating violent extremism. Albania should proactively
implement the counter terrorism strategy and action plan.

Implementation and enforcement capacity

The CounteiTerrorism Directorate has improved its capacityotigh additional specialised
training, personnel and equipment. However, its operational and logistical capacity remained
limited, especially for special investigations and operations such as surveillance and
interceptions. Links between organised crinmel derrorism should be assessed. Regional
cooperation and exchange of sensitive information with international partners is satisfactory.
Swift cooperation has taken place with Interpol for urgent verifications of suspected terrorists
following attacks in EJ Member States. In November 2016 a coordinated regional ceunter
terrorism operation led to the arrests of four individuals in Albania. The operation disrupted a
potential attack targeting a World Cup qualifying football match between Albania and Israel,
scheduled to take place in Shkoder. In 2017 five other operations were conducted where 12
suspects were arrested on charges of terrorism offer®esveen 2012 and 2015
approximately 144 Albanian citizens travelled to Syria and Iraq to join the armedctonfli
there.No Albanians are reported to have left the country to become foreign fighters since
2015. Some 45 fighters have return2d, died and 73 remain on the battlefield (the latter
figure includes 18 fighters and 55 family members).

" This designation is without prejudice to positions on status, andiieiwith UNSCR 1244/1999 and the ICJ
Opinion on the Kosovo declaration of independence.
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The limited resowes allocated to the CVE Office continue to hamper its impact and
performance. The announced upgrade of the Office into theamagged CVE Centre should

be matched with enough funding and staff to enable it to perform its tasks effectively. The
governmeh needs to improve programmes to reintegrate returnees and their families and to
prevent radicalisation in prisons. International cooperation has improved but prevention and
monitoring mechanisms involving civil society and religious communities need to be
strengthened. Online radicalisation content in Albanian is on the rise. The government also
needs to step up efforts to counter external influences that could lead to further radicalisation.
The overall assessment of regional cooperation and the excbhegesitive information is
positive. In 2017, three joint operations were conducted with security forces from
neighbouring countries. Albania has cooperated swiftly with Interpol on urgent verifications
of suspected terrorists following attacks in Eldmber States.

Legal and irregular migration
Institutional setup and legal alignment

Theinstitutional framework on migration management changed in September 2017 and the
development and implementation of migrati@tated policies and measures needs éo b
further clarified. Thelegal framework is broadly in line with theacquis However, the
government lacks a comprehensive ciesstor national migration strategy. The national
strategies on migration and on the reintegration of returned Albanian ciémeies in 2010

and 2015 respectively. The Ministry of Interior has started working on a newsacss
strategy which should be adopted in the fourth quarter of 2018. The new State Minister for
Diaspora launched a new strategy on diaspora and migratiOctober 2017. As part of the
broader migration and development nexus, efforts to address diaspora engagement objectives
should continue.

Migration issues are covered by the national development and integration strategy for 2015
2020 and the nation@mployment and skills strategy for 202820. The latter also covers
labour migration policies and concrete measures such as cooperation agreements-with non
profit organisations providing guidance for returnees. In September 2015 Albania prepared a
contingency plan for a possible mass influx of migrants and asylum seekers which is updated
every 6 months. The agreement, initialled on 12 February 2018 wittutlipean Border and
Coast Guard Agency (EBCGA), will allow the Agency to assist the Albanian atiglson

the external border management and to swiftly deploy teams on Albania territory in case of a
sudden shift in migration flows. It will also strengthen border controls and the fight against
migrant smuggling.

Implementation and enforcement capacity

The overallstaffing of the renamed Department for Borders and Migration is limiteéab8L
employees). Albania needs to ensure appropriate training of its border police staff in
compliance with basic training standards for the EU border guard, such @arthen core

curriculum of the EBCGA. Albania has one reception centreirfegular migrants in

Karrec with a total capacity of 150 beds. A number of improvements have been made to bring

the facilities up to the required standards. However, there is iyféor unaccompanied

mi nor s. The centrebs security system and ac«
detention should be put in place for children and women at risk and people with serious
medical conditions, as envisaged in the Law on Foergy Border police staff should be

trained in identifying vulnerable categories and referring them for assistance.

37



Albania increased its capacity to host irregular migrants near its border with Greece. A new
centre for registration and temporary accomntioddor irregular migrants was established in
June 2017 close to the Kakavija border crossing point with Greece. In 2047, deople

were intercepted and peereened by the Border and Migration Police at the border (mainly
with Greece), compared to 915 2016. In the first two months of 2018, the Border and
Migration Police registered an increase in the number of people intercepted, with 661 cases,
compared to 144 in the same period of 2016. The most prevalent country of origin is Algeria,
followed bySyria and Libya.

The number of peoplesturned to their country of origin remained low. Most of the irregular
migrants were returned to the country from which they entered Albania (mainly Greece) via
informal return. Albania is encouraged to apply theirefprocedures which are compliant
with the Law on Foreigners and to ensure its return mechanism for irregular migrants is in
line with the EUacquis.

Thereadmission agreementvith the EU is being implemented in a satisfactory manner, with
Albania swifty honouring readmission requests from Member States. However, the country
needs to finalise implementation protocols with Greda#ditional efforts are required on
providing services to returned Albanian citizens (291 Albanian returnees have beeneggiste
at the migration counters in 2017). Training of staff working at the migration coanter
regional employment offices should be strengthenddgotiations on implementation
protocols with Spain were finalised and negotiations on readmission agreereising
conducted with a number of countries of origin including Russia, Morocco, Afghanistan, Iraq
and Iran.

Asylum
Institutional setup and legal alignment

Albania is party to the 1951 Geneva Convention and in 2014 adopted a new asylum law
which brought itslegal framework generally into line with theacquis However, since
several EU directives have been further updated, some issues still need to be cddresse
regards procedural safeguards and guarantees. In particular, Albania nesdsire that
asylum seekers have the right to legal assistandapprehended third country nationhlsve
access to information about asylum rights and procedures.

The instuction regulating prscreening, detention, return and readmission should be revised
and aligned with international standards. The revised version should include procedural
safeguards for all categories of vulnerable persons. It should align its corterthevnew

Law on Child Protection and refer specifically to compliance with riberefoulement
principle and language rights.

The country has the necessarsgtitutions and proceduresin place to handle asylum claims.

The Directorate for Asylum (nowirectorate for Asylum and Citizenship) has undertaken a
re-structuring process in December 2017 resulting in the appointment of a new director and
two out of four specialists. Efforts are required in order to enhance the capacity of the
Directorate. Appda can be lodged in principle with the National Commission for Refugees
and Asylum, established in 2017. However the Commission has only taken three decisions in
2017, upholding the firanstance decisions. Judicial appeals can be lodged at the
administraive courts. Procedural safeguards to guarantee fair procedures for the most
vulnerable individuals should be improved through cooperation by the Ministry of Interior
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with other relevant ministries. This is of particular importance when it comes to yaeptif
and registering minors and determining the best interest of children.

Implementation and enforcement capacity

As regards thasylum procedure asylum requests are recorded by the Border and Migration
Police during prescreening and are then referred the Directorate for Asylum.
Improvements in the implementation of fsereening were noted in the second half of 2017,

as well as the positive impact of monitoring by UNHCR, civil society and more recently the
Ombuds manos Oof fice. T hstakebolderssthat ctioen peezeersng s amao
instructions should be amended to include additional safeguards and involve the participation
of other relevant ministries, notably for persons with specific needs. A more direct input from
the Directorate for Asylum, ith regular attendance at interviews and support to the police,
would improve the whole asylum procedure. Moreover, it has been observed that reports of
procedural shortcomings and abuse duringsgreening have increased when +bander

police security drces are present at the border points. It is therefore necessary to clarify
command structures for peereening when other security forces operate at the border.

Although the overall administrative procedure in processing asylum requests is very short,
some delays were reported. More training is needed in how to assess individual claims,
particularly information on country of origin and cases involving vulnerable people. Access to
information about asylum procedures and interpretation has improved buld she
guaranteed without exception. Data management needs to be strengiiten&drectorate

for Asylum should be granted access to biometric data collected by the Border and Migration
Police. No cases ofrefoulementat the borders were reported. Thevén been cases of
migrants returned to Greece without being-greeened (six incidents, involving 36 persons
have been reported).

During the reporting period\lbania strengthened iteeception capacity to host asylum

seekers, in the border areas as well as in Tirana. The national reception centre in Tirana and
the centre for elderly persons in Gjirokaster were renovated. In 2092 feople applied for

asylum in Albania, up from 241 in 2016. As mostlasyapplications were withdrawn after a

few days, the system does not have backlogs. Nonetheless, the status of7€@niegians

(from the Peoplebs Mujahedeen of I ran), rel o
decided. They currently holdrtgorary residence permits on humanitarian grounds. Albania
cooperates on an informal basis with Engopean Asylum Support Office

Visa policy

Al bani a has yet to align its visa policy pr
lists of countrieswhose citizens require a visa and those who are exempted. During the
summer months, Albania lifts its visa requirement for citizens from Saudi Arabia, Belarus,
Georgia, Qatar, Oman and Russia which is not in line with thea&juis Albania has in

place tle E - Visa system, used to register all foreign nationals applying for a visa when
entering Albania. The system is operational within TIM3otal Information Management

System.

Overall, the visa liberalisation benchmarks continue to be fulfilled. Funtiy@rovement of

the implementation is expected, in particular to address the irregular migration challenges.
The flow of manifestly unfounded asylum applications to Member States and Schengen
associated countries remained at a sustained level. Thigspasally the case in France,
Germany and Greece (with average applications per month in 2017 of 1 010, 508 and 204
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respectively). In January 2018, France registered 720 asylum applicatidrdermany 300,
respectively 30 % and 52.7 % less compared to January 2017.

In 2017, 25 528 applications were lodged by Albanian citizens in EU Member States and
Schengerassociated countries, almost 20 % fewer than in 2016 (31 737 applications). This
was equivalent taan average of 2 127 applications per month in 2017. Albanian nationals
remained the biggest group of the asylum seekers frorfrésaWestern Balkan countries

and the highest number of illegal stayers and cases of illegal entry. Irstheaffrof 2017 the
number of refusals of entry intBU Member States and Schengessociated countries
increased by 50 compared to the same period of 2016, t®Q6 from 11251. The number

of illegal stayers fell by 136 from 14405 to 12542. Albaniahas already started putting in

place additional temporary measures to prevent abusive asylum applications. These include
tighter checks at border crossing points, more thorough exit interviews and information
campaigns. In 2017, 403 Albanian citizens we refused permission to exit Albanian
territory at border crossings (10 796 adults and 1 607 minors) compa&8&07a3061 adults

and 246 minors) in the first two months of 2018. The awarersisg campaigns should be
better targeted to potential ylism seekers. Albania intensified its dialogue with the most
affected Member States and in June 2017 the government adopted an action plan to prevent
asylum abuse in EU and Schengen countries. TFhixtymigration desks have been
established across the ¢ty to provide support to those returning to AlbammaDecember

2017 Albania signed an agreement with France on strengthening operational police
cooperation and regulating the deploymianfranceof four Frenchspeaking Albanian police
officers. They will support the dismantling of criminal organisations of Albanian origin,

i ncluding those involved in organising asylu

Albania needs to continue and strengthen its efforts to tackle the phenomenon of unfounded
asylum applicabns and address the Opush factorsoé Lk
action should be taken under the past liberalisation monitoring mechanism. In particular,

the country needs to ensure close cooperation with countries of destination. It alstoneeds

start analysing data on returnees in order to map the most affected areas and so prioritise
awarenessaising and socioeconomic support.

Unaccompanied minors from Albania travelling to EU Member States remain a matter of
great concern and should begptiised. The June 2017 action plan covers the identification
and referral of criminal offences related to the abandonment of minors by parents or the
accompanying person. Since August 2017 the State Police carry out tighter checks on children
travelling droad with one or both parents. In 2017, 54 cases of abandonment of minors were
reported to the prosecution, and only four in 2016. The State Police has added an alert system
in the TIMS border control database for cases where a parent or companiontoeAlbasia

without the accompanied minor.

Schengen and external borders
Institutional setup and legal alignment

The Law on Border Control arabsociated implementing legislation-layvs are aligned with

the acquis.However, thelegislative frameworkf or t he management of A
borders is not yet fully aligned with EU standards. The Department for Borders and Migration

is a specialised civilian body within the Ministry of Interior, witle45 employees, including

1566 border guards. Thetaff receives basic and some specialised training from the Police
Academy and from the European Border and Coast Guard Agency. Th @21 ntegrated
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border management strategy and action plan is fully aligned with European standards. Albania
Is a membeof the Western Balkan Risk Analysis Network (VR&\N) led by EBCGA.

Implementation and enforcement capacity

Implementation of thentegrated border managementstrategy and action plan continued
smoothly. The focus was on the regulatory and institutiocaahéwork, human resources and
training, communication and exchange of information, and infrastructure and equipment for
border control and surveillance.

Two border crossing points with Montenegro and one with Kosovo are being constructed. The
Integrated S8 Surveill ance System of radars for th
have been allocated to upgrade the radar software in 2018. The system, requiring
improvements through the addition of new radar sites, provides more area coverage to detect
smaller boats. The TETRA (Terrestrial Trunked Radio) special radio communication network

for law enforcement forces is now functional. Overall, more resources need to be devoted to
moderni sing border infrastructurdéeé amd oSthé pe
borders.

Preventive measures against corruption are implemented at the border crossing points,
however their real impact remains to be assessed. A special system with telephone numbers
and email addresses where citizens can denounce corrgpises is operational. Albania
should continue risk analysigsaining at all levels and ensure sufficient training for border
police, in particular by including protectiegensitive migration management in the
curriculum of the Police Academy.

Inter -agency cooperation is increasing. Joint and integrated blue border patrols have been
conducted regularly between the Albanian Navy, the Coast Guard and Border Migration
Police and an annual plan has been adopted. Cooperation between border guards and customs
worked well, including on mutual access to databases. The number of false or fraudulent
documents detected remained low, in particular at the international airport. A track record of
detection, investigation and prosecution of cifessler crime in coordinain with all
competent | aw enforcement authorities contii
investigative powers need to be strengthened, in particular to detect people smuggling and
trafficking casesln 2017 the Department of Border and Migrationitiated disciplinary

measures against 65 police officers: 27 were removed from the police ranks.

Operational cooperation with neighbouring countries continued to be good. Albania
conducted joint patrols with Italy, Kosovo, Montenegro and the folvngoslav Republic of
Macedonia. Crosborder police cooperation agreements were signed with Italy, Kosovo and
the former Yugoslav Republic of Macedonia. In February 2018 Albania initialled the status
agreement for operational cooperation with the Eurof&@aer and Coast Guard Agency
(EBCGA), which will allow the deployment of EBCGA teams with executive powers on
Albanian territory, and ensure a better management of irregular migration.

Judicial cooperation in civil and criminal m atters

Albania continuedo intensify judicial cooperation in civil and criminal matters, including

with EU Member States. It addressed Eurojust recommendations on data protection standards
and a draft cooperation agreement has been submitted by Eurojust to the Council fol.approva
Albania has been included in the Eurojust list of priority counterparts since 2008. There are
currently three Eurojust counterparts in the
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Office and Serious Crime Prosecutor Office). In 2017 Albanis mwaolved in four Eurojust
cases (16 in 2016 and 12 in 2015), mainly dealing with drug trafficking, fraud and organised
property crime. Albania participated in one joint investigation team supported by Eurojust.
Albania signed the EU Justice programme atarted to build the capacity needed to
implement it. The Memorandum of Understanding on the drugs component of the EU Justice
Programme was signed in February.

On judicial cooperation in civil mattersn 2017 Albania received 200 requests and sent out
104 requests of mutual legal assistancejudicial cooperation in criminal mattersn 2017

the country received 1 311 requests and sent out 1 177 requests for mutual legal assistance.
The country issued 89 extradition requests and received 181. Thegetiwee incoming
requests and three outgoing requests for transfers of criminal proceedings.

Albania needs to further improve international cooperation, the timely implementation of
multilateral instruments and its institutional capacity. Further efemgsnecessary to further
align legislation with thecquisand promote exchange of best practices in the field of judicial
cooperation. The Ministry of Justice should allocate specific staff to follow and manage the
EU Justice programme.

Cooperation in thefight against drugs

Cooperation with the European Monitoring Centre for Drugs and Drug Addiction
(EMCDDA) continued. Preparations are ongoing in view of establishing a working agreement
between Albania and EMCDDA, which will facilitate information exchanglbania has no
national drug observatory and no functional Early Warning System onpsgehoactive
substancesThe national drug strategy and action plan 20Q26 came to an end. The new
strategy and action plan 202020 are currently being drafted.

In March 2017 he government dopted the20172020 strategy and action plan against
cannabis cultivation and trafficking, and set up the central task force against cannabis
cultivation. Special police units were set up to control identified -high area (risk
analysis). The coordinated approach between the Albanian institutions, the cooperation with
Member States (especially with Italy in carrying out airborne monitoring of the Albanian
territory) and the controls and inspections by the Albanian pdiaes brought positive
results. Moreover, data show that cannabis cultivation in Albania significantly decreased in
2017 compared to 2016. Statistics indicate that in 2017 the police identified and destroyed
66 927 plants. This was a decrease of 94.6ommred with 2015 (79422 plants destroyed)

and of almost 97.% compared to 2016 &36288 plants destroyed), mainly due to the fall in
cannabis cultivation in Albania. In 2017 the police also seized 78.2 tonnes of
cannabis/marijuana, a 619 increase frm 2016 (30 tons)Nevertheless, Albania remains

the main source of cannabis herb trafficked to the European Ukllmemia should now also
intensify the search for, confiscation and destruction of stockpiles. A new laboratory for
collecting and analysingadia allows for faster processing and response on the destruction of
the plants. In 2017, 10% of the detected cannabis plants were destroyed on the spot by the
police. In 2017, 104 disciplinary measures have been taken against police officers for
disciplinary breaches related to prevention, detection and fighting cannabis cultivation. Forty
police officers have been dismissed from the police.

According to ECMDDA, Albania is also considered a transit country for hard drugs such as
heroin and cocaine. Herogeizures amounted to 2Xk§ in 2017 compared to 57k8 in 2016
and 17.5 kg in the first two months of 2018. As for cocainek@.Was seized in 2017 after
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7.2kg the year before. In February, the ASP seized a record amount of 613 kg and 350 grams
of cocaine from Colombia. This represents the largest single seizure of cocaine or heroin in
several years.

On the track record, while there is an increasing number of offenders being arrested for drug
trafficking, the number ofinal convictions remains negible. In 2017 the police submitted

to the Prosecutorodés Office 2 071 cases of 0
possible offenders. This was 451 cases and 391 people more than in BQ06afid 2094).
In20l7hePosecut or s Of f icases;, most gases have beeh didmis3ed 6r
suspended and 805 cases were sent to court. Some 534 offenders were convicted at first
instance (391 in 201&lbania should makese of special investigation techniques, proactive
investigations and asset confiscation. It should systematieaihch fnancial investigations

in drug trafficking cases.

Customs cooperation

Al baniab6s |l egislation on the use of technol ¢
theacquis Bilateral agreements exist with 12 EU Member States. Regarding implementation
and enforcement capacity, risk analysis has been further developed, and risk profiles for
transit, goods used by terrorists and extremist organisations, and imported seeds ale regula
updated. A cooperation agreement with the General Directorate of Road Transport Services
was signed to exchange data to address vehicle and illicit trafficking, and tax eVason.
fight against fraud is supported by 16 mobile -aniuggling units athe land border and six

units at the sea bordefhe General Directorate of Customs has 14 investigators and eight
judicial police officers with investigative poweiGDC periodically performs integrity tests

at customs houses and publishes informatiomerdnd at the customs houses on how to
lodge complaints and denunciations. In 2017 d&&giplinary measures were taken against
customs officials, including seven terminations of service, compared to 115 disciplinary
measures, including 10 terminationssefvice in 2016.

3. FUNDAMENTALS FIRST : ECONOMIC DEVELOPMENT & COMPETITIVENESS

Key economic figures 2015 2016 2017*

Gross domestic product (GDP) per capitg 29 29 n.a.

(% of EU28 in PPS)

GDP growth (%) 2.2 3.4 3.9

Unemployment rate (male; female) (%) 17.5(17.5; | 15.6(16.4; | 14.3 (15.4;
17.5) 14.6) 12.7)

Economic activity rate: proportion of the ) .| 66.6(75.6;

population aged 1% 64 that is economically| 64;525(1)3'4’ 66;528(;)4"0’ 57.4)

active (male; female) (%) ' '

Current account balance(% of GDP) -8.6 -7.6 -6.3

Net foreign direct investment(% of GDP) 8.0 8.7 8.0

* First 3 quarters
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In line with the conclusions of the European Council in Copenhagen in June 1993, EU
accession requires the existence of a functioning market economy and the dapeocyig
with competitive pressure and market forces within the Union.

The monitoring of these economic criteria should be seen in the context of the central
importance of economic governance in the enlargement process. Each enlargement country
prepares areconomic Reform Programme (ERP) annually, which sets out a medrom
macrafiscal policy framework and a structural reform agenda aimed at ensuring
competitiveness and inclusive growth. The ERPs are the basis for espatijic policy
guidance jointlyadopted by the EU and the Western Balkans and Turkey at ministerial level

in May each year.

3.1. The existence of a functioning market economy

Albania has madsome progressand ismoderately preparedin developing a functionin
market economy. The publaebtto-GDP ratio and the current account deficit were redu
Economic growth increased further and unemployment decreased but is still
Non-performing loans (NPLS) in the banking sedtave been reduced, but bank lending
businesses remains shigh. Reforms crucial to improving the business environm
progressed but require further efforts. The comprehensive judicial reform advanced bt
to be fully implemented. The new bankruptcy law entered into force and should stre
the insolvencyregime. However, businesslevant regulations remained cumbersome
shortcomings in the rule of law continued to hamper businesses and deter investments

To support longerm growth, Albania should pay particular attention to:

Y cont i rconsolidhtiorst@naekt the meditterm target for public debt reduction a
create more room for manoeuvre for fiscal policy;

Y bolster financi al stability further
use of the domestic currency;

Y r eedhe mformal economy, including undeclared work.

Economic governance

Figure 1 Albania GDP growth Albania continued to strengthen its
35 1 -45  macroeconomic stability and implement
30 - - 49 market-oriented reforms. Addressing the

I ;Z high level of public debt remained the focus of

_,s| fiscal policy, although the pace of
-20/ consolidation has slowed dowrThe fiscal

- 15 rules, adopted ith an amendment to the
ég Organic Budget Law in June 2016, have been
| oo complied with. Ambitious finance management

2012 2013 2014 2015 2016 2017 reforms are under way with EU budget
wm== GDP per capita in PPS (EU28=100) (Ihs) support. A fiscal risks unit has been established
—— GDP growth ths) in the Ministry of Finance and first efforts have
Source: Eurostat, national sources been mad to identify such risks. The
stipulated procedure for adopting the 2018 budget was not fully respected which impaired
parliamentary discussionsStability and growth have been bolstered by the these
programme with the International Monetary Fund ()Méompleted in February 2017.
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Reforms crucial to improving the business environment advanced but require further efforts.
The policy guidance jointly adopted in May 2017 has been partially implemented.

Macroeconomic stability

The Albanian economy has continued to expand thanks to both domestic demand and
foreign trade. Annual GDP growth in real terms increased from%.# 2016 to 3.9 in the

first three quarters of 2017. All components of domestic demand have contributeclyos

to output expansion. Capital spending has been the main driver, benefitting from large foreign
direct investment (FDI) in the energy sector. Private and public consumption have also
recovered over the past 2 years. Net exports added to GDP gretmtbeh mie2016 and
mid-2017 based on very strong services export (including tourism) and a recovery of goods
export. Despite stronger economic activity, per capita GDP in purchasing power standards
stood at only 29 % of the ER8 average in 2016, practisaunchanged since 2009.

The substantial current account deficit has narrowed and been more than covered by

FDI inflows. Albania has historically run a large trade deficit partly funded by remittances
from Albanians living abroad. Since 2015, the curmstount balance has been improving,
cutting the deficit as a percentage of GDP from 20.8B 2014 to 6.36 in the 12 months to

the end of September 2017. This has exclusively been the result of a sharply higher surplus on
the balance for services tradehile the trade deficit for goods has remained very high.
Revenues from foreign tourism increased strongly in 2016 and 2017, but the contribution
from other services (which include manufacturing services) was even greater. Remittances
remained relativelytable in absolute terms, but their share of GDP fell t&&.5DI inflows,
recently mainly associated with the construction of the Trans Adriatic Pipeline and a large
hydropower project, amounted to 8.0 % of GDP in the year to the end of September2017. A
in 2016, they thereby exceeded the current account deficit. The gross exterriat @Bt

ratio declined to 67.9 at the end of September 2017. Foreign exchange reserves have
remained stable over the past 2 years at close % 86GDP. They cover-8/2 months of
imports of goods and services, providing an adequate safeguard against adverse shocks.

Inflation remained below the official target but prompted no further monetary easing.
Average annual infl ati on Boasge fineee2012,fadlihgdov t h e
1.3% in 2016. A weatherelated spike in food prices in the winter of 2€A®BL7 raised

annual average inflation to 220 in 2017, but underlying price pressures have remained
subdued helped by a strong lek in foreign exchange et@ark’he Bank of Albania has
maintained a very accommodative monetary policy by keeping the key policy rate (the repo
rate) at the record low of 1.25 since May 2016. The freely floating exchange rate of the lek
appreciated 1.% against the euro over ZDand 5.8/ since June 2015.
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Figure 2 Albania fiscal developments
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The government's fiscal deficit has been
more than halved since 2015.The

gener al government os

corresponded to 1.8 % of GDP 2016,
down from 4.1 % in the previous year.
Most of the deficit narrowing was due to
the government completing the repayment
of old arrears in 2015, thus eliminating an
important expenditure item. But higher tax
revenues also contributed significantly to
the lower deficit, although they remained
below budgetary projections. The realised
fiscal deficit was nevertheless 0.4
percentage points below the original target

as a result of a significant undexecution of expenditures.

The 2017 budget has a defitarget of 2.0 % of GDP and the preliminary data on budget
realisation suggest that the target has been met. The budget was amended twice to take into
account droughtelated emergency support to the electricity sector and a government

reorganisation. Theerisions raised planned revenues and expenditures by a similar, relatively
modest rate and left the budget target unchanged. The fiscal rule banning overspending in

election years was complied with.

The public debtto-GDP ratio has declined, but further casolidation is required to
achieve the mediumterm fiscal target. The public debto-GDP ratio started to decline in
2016 after having risen significantly in the previous 5 years. The government estimates that

the debt ratio fell further to 69% at the ad of 2017. The current fiscal framework operates
with a mediumterm debt objective of 4% of GDP and annual budget balances that ensure a
falling debt ratio until the target is reached. Within this framework, the current government

has committed to redeche debt ratio to below &8 by 2021. This would probably require
additional consolidation efforts compared to current fiscal plans.

Al bani ads |l evel

of

public debt remai ns

associated with risks to macroeconomic ability in case of adverse shocksln recent
years, the authorities have been able to lengthen the average maturity of the public debt stock

significantly and to shift it increasingly towards external creditors. Almost half of the debt is
now denominated ni foreign currencies, most of which in euros. The shifting debt

hi

composition means that the rollover risk has been lowered, but interest rate and exchange rate
risks have increased. Just over half of the public debt is still held domestically, mainly by the
banking sector, and much of it is still shtetm and has to be refinanced frequently.

The macroeconomic policy mix was appropriateFiscal policy was prudent in 2017 despite
it being an election year, but further reducing the budget deficit duringuthent economic
upturn is necessary to make public debt more sustainable. Fiscal consolidation also reduces

public borrowing, providing space for increased lending to the private sector, particularly for

investment. Keeping the key interest rate low israppate as it helps to raise weak inflation

and support economic activity.
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The functioning of product markets

Business environment

In spite of new legislation and other measures, the business environment remains a
constraint on Al baniads c¢ompeThe new\bankrgpxys and
law entered into force in May 2017 and should strengthen the insolvency regime, streamline
burdensome market exit procedures, prevent abuse and facilitate collateral recovery.
However, its implementation still awaits the adoption of regulations, especially on insolvency
administrators, and owtf-court restructuring still needs to be faciliét& he Private Bailiffs

Law has also been amended to protect the rights of lenders and strengthen the enforcement of
loan collateral, but the bylaw to fully implement the reform still needs to be revised.
Procedures for business registration, licensing lamitting permits have been improved.
Reforms in the electricity sector have improved its finances, but getting electricity remains
lengthy, complicated and costly for users. Redundant regulatory and procedural hurdles
constitute another significant impeant for business. Access to formal finance, especially in

the startup phase, remained a challenge for firms.

Shortcomings in the rule of law continued to hamper the business environment,
although the justice reform advanced.n spite of measures taken aoddress the informal
economy, it is estimated to account for at least one third of GDP. This is causing tax revenue
losses, a lack of labour protection and unfair competition among firms. Ineffective contract
enforcement, uncertain property rights and phevalence of corruption are major concerns
repeatedly expressed by businesses. Progress on judicial reform needs to be translated into a
more favourable business environment. Better governance, a more predictable tax system,
consistent enforcement of ad, and more efficient delivery of public services would
substantially improve the business environment.

State influence on product markets

State presence and public subsidies remained limited in the Albanian economy with the
notable exception of the elecicity sector. The share of public revenue and spending in
GDP remained relatively low. Total reported State aid stood at%.b% GDP in 2016,
mainly in the form of horizontal aid in the area of training, research and development,
employment, culture andupport to small and mediusized enterprises. Reform in the
electricity sector has substantially decreased distribution losses, improved bill collection rates
and strengthened the financial situation of stateed enterprises in the sector. Although
budget allocations to the energy sector had originally been reduced significantly in 2017, a
drought and a difficult financing situation obliged the government to provide a substantial
loan to the sector in August, requiring a budget revision. The goverrnmasrgxpressed its
intention to eliminate all power sector subsidies, including public guarantees and policy net
lending, by 2020.

Privatisation and restructuring

Albania is well advanced in market liberalisation and privatisation The private sector

remaired dominant in the economy, providingaboué84 of al |l |j obs. The st
in the economy remained limited and was concentrated in public utilities (railways,
electricity, water and oil extraction). Albania has moved ahead with separatingtheprn

of gas and electricity from transmission and distribution. Shortcomings remained in the
corporate governance of staiened electricity companies. Further liberalisation of the
electricity market would enable private operators to enter the mahergby increasing
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competition and quality of supply. An action plan for the privatisation or liquidation of state
companies in nostrategic sectors was adopted in March 2017.

The functioning of the financial market

Financial stability

The stability of the banking system improved as the number of NPLs was reduced.

Al baniads banks are generally wel/l capitalis
the course of 2017 and is well above the rec
ratios dso remain well above the minimum regulatory levels. Deposits remain the main
source of funding, covering almost twice the volume of total bank loans. The ratio of NPLs to

total loans declined to 13% at the end of 2017, 5.1 percentage points (pps) |tvesr a

year earlier, mainly as a result of mandatory woits.

Banking sector profitability i mproved in 201
in the first half of the year on a yean-year basis. Return on assets and equity stood &b 1.5

and 15.7®6, respectively, in December 2017, more than double their levels a year earlier.
However, use of the euro for loans has remained high: foreign currency loans to unhedged
borrowers still account for around one quarter of total private sectdit,cneaking their

repayment vulnerable to a depreciation of the domestic currency. Government securities
represent almost a quarter of bank assets, exposing banks to sovereign risk as well.

Access to finance

There is scope for banks to egand lending and better support the economic recovery.

The banking sector, dominated by foreign banks, holds ovét @ all financial system
assets. With loans to businesses and households amounting to aboutf 33DP, there is

much scope for increasédnk lending. However, credit to the business sector has stagnated
in recent years despite low interest rates as a result of both low demand for and tight supply of
bank loans. With the ratio of NPLs declining, lending to the business sector recortéy slig
positive growth in the third quarter of 2017 when adjusted for loan-offite

The nonbanking financial sector remained relatively small. It includes insurance
companies, savings and loan associations, private supplementary pension funds, ihvestmen
funds, and some other ndmanking financial institutions. Their total assets corresponded to
close to 10% of total financial sector assets in 2017, little changed from the preceding 2 years
but up from 6.8% in 2012. The capital market is rudimentaryd ae stock exchange
remained closed. There is significant scope for expanding equity and corporate bond finance
provided the supervision capacity is strengthened and transparency and governance in the
private sector is improved.

The functioning of the ladur market

Stronger economic activity improved labour market conditions, but unemployment
remained high. The economic upswing continued to create new jobs in 2017, but at a lower
rate than in the preceding year. In the first three quarters, employntaeti564 age group
increased by a relatively modest 2.5 % compared with a year earlier. This allowed the
unemployment rate to decline to 14@from 16.0 % in the corresponding period in 2016.
The youth unemployment rate (covering the2Bbage group) féfrom 29.2% to 26.3 %. In
addition to substantial skill mismatches, persistently high unemployment reflects rigidities in
labour market legislation and lack of incentives to work.
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Labour force participation the number of people employed or looking ¥awrk - continued

to rise, possibly reflecting improved employment prospects. Two thirds of the working age
population were now employed or looking for a job. However, the gap between the male and
female participation rates widened significantly. 42 % @& workforce was employed in
agriculture, mostly in lowskilled and lowproductivity jobs, and informal employment
remained widespread. Active labour market policies have continued to be implemented, but
they still covered only 5.5% of the unemployed in 2Qthich, however, was an increase
from previous years. The end of the public wages freeze in March 2017 drove up average
public sector wages by about 11%.

Figure 2 Unemployment in Albania (%  Figure 3 Participation rates in Albania (% of
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Source: Eurostat, national sources

3.2. The capacity to cope with competitive pressure and market forces within the
Union

Albania has madsome progressand hassomelevel of preparation in terms of capacity t(
cope with competitive pressure and market forces within the EU. Specifically, progre
made on energy and transport infrastructure and digitalisation, although shortcomings
whi ch hi nder etivénbsa and teades The quatity of education needs to be

at all levels, not least to better equip people with skills that the labour market needs.

trade remains below potenti al and sect
development and innovation remains low.

To support longerm growth, in the coming year Albania should pay particular attention
Y i mprove the quality of the education
Y develop the cap a orptibny reseasch, déveoprhent@rd ingovatiod

Y enhance public investment in infrast:H

Education and innovation

The quality of Al baniab6s e Conparddito2012, Alpania e m | ¢
improved its scoring in the OECD's 2015 PISA assessment of the performanegeai- bl

students in science, reading and mathematics, but the overall ranking remained below all EU
Member States. Public spending on education remains low. Total expenditurethe state

budget for vocational education and training have increased, but still accounted for only
0.13% of GDP in 2017. Particularly in remote rural areas, school infrastructure and the
guality of teachers are inadequate. The World Bank repdtiscéional illiteracy rate above
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50%. The level of funds available for teacher training in all fields of education is insufficient.
Reforms in higher education and science have continued but further improvements are
needed. The total number of teacherthie preuniversity education system in 262617 was

2 % lower than a year earlier.

The capacity for technological absorption, research, development and innovation
remainslow.The Education Ministryodos budget for re
very modest. Some State aid was granted in 2016 for research and innovation. Substantial
efforts to strengthen the link between business and academic and research institutions are
needed. Upgrading the economy from i{teehnology, laboumtensive and lowcost

production areas requires more research and innovation. This is particularly the case in sectors

|l i ke agriculture & food, energy, and sust ai
economic development. Statistical data on research and developeeels to be improved.

Physical capital and quality of infrastructure

The level of investment has stabilised but remains dependent on foreign inflows.
Investment has accounted for one quarter of GDP in recent years, much of it by foreign
companies. In 204, when the construction of hydro power plants on the river Devoll and the
Trans Adriatic Pipeline reached their peak, FDI inflows amounted to alBdaubBGDP. A

fully functioning cadastre is not yet in place; together with uncertainties about land
ownersip, this is a significant impediment to investment. Large investments are often
delayed by lengthy land expropriation procedures, which in most cases require a proper
registration of the rightful owners first. Public investment, amounting-58& of GDPin

recent years, has often been hampered by weaknesses in public investment management.

Al bani ads transport and energy infrastruct
insufficiently developed.Improvements to the road network continued and a new railway

law was adopted in early 2017. However, better connections to neighbouring countries and
the EU transport network still need to be established to reduce transportation costs and
facilitate trade. There has been some progress on energy infrastructure, bquatadhe

electricity supply remains a key structural challenge that increases costs to businesses.

The digitalisation of the economy is gradually being developeilajor advances have been
the establishment of online platforms for business registrdiob@msing, tax filing, ebanking,
e-commerce, &ignature, mobile payment of bills, and issuance of civil regrsiated
certificates. Broadband coverage and users have increased.

Sectoral and enterprise structure

The Albanian economy is led by the serges sector, but agriculture still retains an
important role. In 2016, services again increased their share of gross value added (to
53.2%). Agriculture remained the second most important sector (at%2R.9Industry
(13.3%) has gradually increased itsasé of the economy over the past 10 years, mainly as a
result of rising crude oil production. Within industry, manufacturing is relatively small
(6.4%) and mainly produces low value added and lalmensive products such as textiles
and footwear. Conasiction (10.5%) has seen its share of the economy decline sharply over
the past 10 years.

Exports continue to be concentrated in a few sectar§6.0% of goods exports in the first
eight months of 2017 came from three product categories: textiles anteéwo{d3.6%);
minerals, fuel and electricity (16%); and construction materials and metals (256)9 This

50



lack of diversification contributes to the large external deficit and exposes the economy to
industry-specific shocks like sharp swings in energges.

SMEs play a significant role in the economySMEs provide 896 of employment and two

thirds of value added in the nagricultural private sector. Various statsnd donoifunded
schemes support SMEs 6 competiti vbe nakensto Ho we
strengthen their innovation capacity and improve their access to finance, such as developing

the venture capital market.

Economic integration with the EU and price competitiveness

Figure 5 Albania trade integration with T h e EU i s Al bani abds dom
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Source Eurostat, national sources and held 57.86 of the total stock of such

investment at the end of September 2017.

Trace links with Central European Free Trade Agreement (CEFTA) countries are also
relatively significant, mainly on account of exchanges with Kosovo. Taken together,
Al baniads six CEFTA par % ofeAtbanianagonad® expottseashd f o r
7.5% of its goods imports in 2017. These shares are largely unchanged since 2008,
suggesting a large untapped potential for future growth, if -neggonal connectivity
improves and some technical barriers to trade are eliminated. The development of a Regional
Ecanomic Area based on EU rules and standards, to which all Western Balkan economies
have committed, has the potential to generate untapped growth.

Regarding price and cost competitiveness, the real effective exchange rate %akigh2r
than a year earlieat the end of 2017.

4. REGIONAL ISSUES AND INTERNATIONAL OBLIGAT IONS

Albania still maintains a 2003 bilateral immunity agreement with the United States, granting
exemptions for US citizens from the jurisdiction of timernational Criminal Court . In

doing so, it does not comply with the EU common positions on the integrity of the Rome
Statute or with the related EU guiding principles on bilateral immunity agreemf&nts.
mentioned in the previous report, Albania needs to align with the EU position
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Regional cooperation and good neighbourly relatiohsor m an essent i al p a
European integration process. Albania has continued to participate actively in regional
initiatives such ashe South East European Cooperation ProdessRegionalCooperation
Council, CEFTA,the Western Balkans Six, the Energy Community Treaty, the European
Common Aviation Area Agreement, the Central European Initiative, the Rediotiative

for Migration and Asyluma nd Brdo®r i6j uni . Tiper countey 9sa dommitted
supporter of the Berlin process. At the Trieste Summit in July 2017 Albania endorsed the
Regional Economic Action Plan adopted there and signed the Transport Treaty. Albania also
hosted a follomup meeting of prime ministers in Durrés in Aug@917 to support the
implementation of the action plan. Albania hosts both the Western Balkans Fund and
Regional Youth Cooperation offices.

Albania has continued to strengthéilateral relations with the countries of the region,
applying the mechanism gbint government meetings with many of them to deepen
cooperation. It is also a constructive partner with neighbouring EU Member States.

Relations withBosnia and Herzegovinhave seen some positive developments. An honorary
consulate was opened in Saxa@eluring the official visit of the Albanian Foreign Minister in
October 2016. The Prime Minister of the Federation of BiH visited Tirana in March 2017.
During the reporting period, a set of agreements was signed on movement of citizens with ID
cards and w maritime commercial transport.

Albania reconfirmed its very good relations wiklesovoby signing several new agreements

in key areas of cooperation during the fourth governments' meeting in November 2017 and
announced readiness to host a Custom Office
framework Memorandum on cooperation with thesg@a was signed. Common consular

of fices were inaugurated in Munich and Mil at
full membership of international and regional organisations and to support the dialogue
between Kosovo and Serbia.

Relations withthe former Yugoslav Republic of Macedonlaave intensified since the new
government took office on 31 May 2017. The first joint session of the governments took place
in December 2017 and was a step forward which raised bilateral relations to a highétr level.
was followed by the signature of bilateral agreements aimed at improving cooperation
between the two countries. The government of the former Yugoslav Republic of Macedonia
provided financial support and humanitarian aid for the areas in Albania afigctiedds.

Relations with Montenegro remained positive, with Albania strongly supporting

Mont enegrobdés accession to NATO. The Pri me N
April 2017. In May 2017 the Joint Centre for Police Cooperation between Montenegro
Albania and Kosovo was opened in Plav. In December 2017 Montenegro's President visited
Albania. Albania also cooperates with Montenegro under the AlMargenegreCroatia

Trilateral, established in 2017, as part of the Adrilgidan dialogue. Two tiateral meetings

took place during the reporting period.

The relationship withSerbia continued through the strengthening of business cooperation.
The AlbaniaSerbia Joint Chamber of Commerce was established in Tirana. The first visits in
decades by Albadnandés President to Serbia, I n March
forward. Bilateral ties were also strengthened on the occasion of regional and international
events attended by both Prime Ministers. Albania also cooperates with Serbia under the
Albania-Serbialtaly Trilateral. The latest trilateral meeting took place in February 2018.
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Albania maintained its good relations willurkey. A series of higHevel exchanges took

place in the reporting period. The increase in Turkish investment in Albamiawed with a

focus on infrastructure and energy sectors. Albania announced the establishment of a national
airline with the support of Turkey. Turkey continued to provide education and training for the
Albanian Army and security forces.

Relations withGreecehave intensified. A renewed political dialogue on outstanding bilateral
issues was initiated at ministerial level in November 2017 and it is expected to lead to the
signing of a partnership agreement between the two countries. A Memorandum of
Undest andi ng on energy was signed in April 20
This is seen as an important cooperation mechanism which will promote regional energy
connectivity and the diversification of natural gas sources lines and suppliéugjrigcthe

Trans Adriatic Pipeline. The process of searching for, exhuming and identifying the remains

of Greek soldiers who fell in Albania during the Second World War was started. In February
2018, Greece withdrew its oteApostlla Canemionon Al
with immediate effect with a positive practical impact mainly on Albanian citizens living and
working in Greece. Bilateral cooperation on migration is satisfactory overall.

Relations withltaly remained very good. Political digoe intensified with key higlevel

visits on both sides. Italy provided key support for monitoring the cannabis situation in
Albania. In November 2017, a Protocol on the fight against terrorism and trafficking in
human beings was signed by the two Mimstef the Interior. In October 2016, a
Memorandum of Understanding on cooperation on agriculture was signed. In March 2017, a
cooperation agreement was signed between the transport ministries which scraps the fixed fee
and road tax for Albanian carriershd two countries renewed their framework agreement on
education.

5. ABILITY TO ASSUME THE OBLIGATIONS OF MEMBE RSHIP

5.1. Chapter 1: Free movement of goods

The free movement of goods ensures that many products can be traded freely across the EU
based orcommon rules and procedures. Where products are governed by national rules the
principle of the free movement of goods prevents these creating unjustified barriers to trade.

Albania hassome level of preparatiois moderately preparedin the area of free avement
of goods. There has besome progresover the past year. This has been mainly regarding

efforts to align with adgMseand iscreabed Gdpacityafpr App
accreditation, as well as in the process of removing unjustifiable bdoitms free movement
of goods. However, further efforts are needed to ensure legislative alignment and strengthen
enforcement in this area.

In the coming year, the country should in particular:

Y continue to align it sacquie gotalsyl om tmetmlogy and t h  t
standardisation;

Y further strengthen the enforcement capacit

General principles

Regulations are in place on thpeoduction, distribution and marketing of industrial
products related to the price of products, import licences or permits for imported goods and
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the obligation to have storage facilities in specific areas. Further efforts towards alignment
with theacquisare envisaged in the 202820 national plan for Europeanegtation, as well

as in the 2020 consumer protection and market surveillance strategy, which includes quality
infrastructure. However, there is no specific strategy on the free movement of goods.

Non-harmonised area

Despite the completion of the methodoldgr comparative analysis of Albanian legislation,
an action plan on the sedtreening of national technical regulations ¢ompliance with
Articles 34-36 of the Treaty on the Functioning of the European Union (TFEU) is still in
preparation.

There hadeen some progress in removing unjustifiable trade barriers through amendments to
the laws on mandatory inspection for imported packed lubricants and transportable pressure
equipment.

Harmonised area: quality infrastructure

Legislation in the area of accligation and market surveillance is partly aligned with the EU
acquis. Administrative structures are in place for technical regulations, standardisation,
conformity assessment, metrology, accreditation and market surveillance as subordinate
bodies under # Ministry of Economic Development, Tourism, Trade and Entrepreneurship.
Recruitment of more competent and specialised staff to the Market Surveillance Inspectorate
is necessary. Mutual cooperation agreements on accreditation, standardisation and gonformit
assessments are in place with countries in the region and otkREtnhoountries.

On standardisation, the General Directorate of Standardisation (GDS) is a full member of
the European Telecommunication Standards Institute (ETSI), an affiliate memblee of t
European Committee for Standardisation (CEN) and of the European Committee for
Electrotechnical Standardisation (CENELEC), and an associate member of the International
Electrotechnical Commission (IECEDS has adopted about 98% of CEN and CENELEC
standirds and 80% of ETSI standards as Albanian Standards. Since September 2016, the GDS
has adopted 3,748 standards, of which 2,550 were European standards (CEN, CENELEC and
ETSI standards) and 928 were other standards (ISO and IEC standards)

The 2014 law on accreditation obnformity assessmenbodies is partly aligned with the
acquis. It regulates the functioning of the General Directorate of Accreditation, its
accreditation board, technical committees and other procedural issues. TH&E@aereedited
conformity assessment bodies: 41 laboratories, 12 inspection bodies and 5 certification
bodies. The General Directorate of Accreditation is a full member of the European
Cooperation for Accreditation (EA), a member of the International Adetexh Forum

(IAF) and of the Multilateral Agreement for Testing Laboratories of the European
Cooperation for Accreditation, and an associate member of the International Laboratory
Accreditation Cooperation (ILAC). The General Directorat®etrology has104 employees

and is increasing its capacity.

The State Inspectorate fdllarket Surveillance (SIMS) was established in 2016, and the
inspection sector of metrology, copyright and accommodation structures was merged into it in
the second half of 2016. TI®MS currently has 50 staff and is recruiting more. In May 2017,
the i nternal regulation | aying down S| MS6és
Ministry of Economic Development, Tourism, Trade and Entrepreneurship. During 2017
more than 400nspectionswere carried out. As a result, 11 importers of toys received fines,
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corrective measures were taken concerning three retailers gfapkaged products and
approximately 700 products were blocked and prepared for destruction based on RAPEX
(Rapid Alert System for dangerous rérod products) notifications.

Harmonised area: sectoral leqislation

For Newe and Gl obal Ap pr o athehgbverpment ddomtad selvezah i s | a
technical regulations designed to align with thequis on: low voltageequipment, gas
appliances, toys, energy labelling, measuring instruments and medical devices. However,
alignment has not yet started on cableways, electromagnetic compatibility, radio & telecoms
equipment, explosive atmospheres equipment, constructionugispdrecreational craft,
pyrotechnic articles, eedesign and ncautomatic weighing instruments.

The national legislation on pricing ofiedical devicess designed to be partly aligned with
theacquis.Oncivil explosives alignment has not started.

Interms of6 Ol d Appr oachoé pthedalvwr dhemica managenzent is partly
aligned with the provisions of the Regulation concerning the Registration, Evaluation,
Authorisation and Restriction of Chemicals (REACH) and other related parts atqhes.
National legislation orchemical classification, labelling and packagings still not aligned

with the United Nations Globally Harmonised System of Classification and Labelling of
Chemicals.

On drug precursors, the list of controlled substances s dompliance with the lists in the
relevant EUacquis There is partial alignment in the areapobcedural measures notably

on: firearms; textile labelling and mixtures; and medicinal products pricing. The legislation on
defence products and procuremant on return otultural objects unlawfully removed

from the territory of a Member State is not aligned with thacquis

5.2.  Chapter 2: Free movement of workers

Citizens of one Member State have the right to work in another Member State and must be
given the same working and social conditions as other workers.

Albania is at anearly stagein freedom of movement for workers. There has been
progressin this area.

In the coming year, Albania should:

Y continue to align its legislation with the EU acquis in the area of freedom of movement
for workers;

Y continue negotiating and implementing new bilateral agreements on social security,
notably with EU MembeS§tates.

As regardsaccess to the labour marketEU citizens are eligible to work in Albania without

a work permit. This is pursuant to provisions of the Law on Foreigners and subsequent
amendments, which provide that foreigners will not need a work pesmibusiness
registration certificate if they are nationals of an EU Member State or Schengen country
legally residing in Albania. Theparopriateness of social security schemes and forfeit of
occupational pensions are regulated through bilateral agreentemisgration admission
policies do not pl ace obstacles to the per me
On concluding and signingjlateral agreements for citizens of Albania, no progress was made

over the reporting period.
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Regarding preparatiofor joining EURES (European network of employment services)
Albania has established an integrated database for the Employment Services System. This will
facilitate exchanges of information between IT departments of the civil status, the tax system,
the ompulsory healthcare system and the economic assistance system. It marks an additional
step in the preparation of a national employment database.

On thecoordination of social security systemdilateral agreements on social security are in
place with Belgium, the Czech Republic, Germany, Luxembourg, Hungary, Austria,
Romaniathe former Yugoslav Republic of Macedonia and Turkey. Negotiations are ongoing
with Switzerland, Kosovo and Canada. There have been initial exchanges on coordinating
social secuty schemes with countries such as Bulgaria, Spain, France and Croatia.

5.3. Chapter 3: Right of establishment and freedom to provide services

EU natural and legal persons have the right to establish themselves in any Member State and
to provide crossorder services. For certain regulated professions, there are rules on mutual
recognition of qualifications. Postal services are gradually being opened up to competition.

Albania ismoderately preparedin the area of right of establishment and freedom to geoyvi
services. There has besome progressduring the reporting period on freedom to provjde
services.

In the coming year, the country should in particular:

Y continue to align its legislation with the Services Directive and the Professional
Quialificatiors Directive;

Y further strengthen institutional capacity on right of establishment and mutual recognition
of professional qualifications.

Regarding barriers to thieeedom of establishment oithe free movement of servicesthe
legislation on mining,taxation and social policy is broadly aligned with the Services
Directive. However, the legislation on the veterinary sector requires amendments for the
licensing of private veterinary clinics and hospitals. In the legal sector, the legislation is
partially aligned with the Elacquisbut restrictions exist for the public notaries and private
bailiffs. The screening process is ongoing for other sectors.

On thefreedom to provide crossborder services the law on services of September 2016
provides a singleantact point for establishing a business in Albania. The National Business
Centre functions as a omstopshop for registering businesses and issuing licences,
authorisations and permits. It operates through service windows throughout the country, as
well as the electronic service window on thAlbania portal.

Following the adoption of implementing legislation for the lawpostal servicesthe postal
market has been opened to competition since January Z0g&ie is one universal service
provider and 11 other postal service providers in the market.

Regardingmutual recognition of professional qualifications following the approval of the

law on handicrafts in June 2016 the National Chamber of Crafts armgpeméceship system

for crafts trades have been set up. For the first time, the law provides for a model of the dual
system of vocational education and training.
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5.4. Chapter 4: Free movement of capital

In the EU, capital and investments must be ablenbve without restriction and there are
common rules for crodsorder payments. Banks and other economic operators apply certain
rules to support the fight against money laundering and terrorist financing.

Albania ismoderately preparedin the area of #°e movement of capitehome progressvas
made in the reporting period, particularly in the area of payment systems. This was achieved
through the amendment of regulations by the Bank of Albania and the implementation of the
mid-term strategy of the Natiah Payment Systems Committee. There was also some
progress in the national legislation on fighting money laundering. The action plan on
acquisition of property by foreigners has yet to be implemented.

In the coming year, Albania should in particular:

Y coninue legislative alignment with the Eblcquison fighting money laundering and
financing of terrorism;

Y take short and mediursterm measures to implement the action plan on acquisition of
land by foreigners.

The Law onForeign Investmentsof 1993 was amenden April 2017 to extend the special
protection enjoyed by foreign investors/investments under Albanian legislation until 31
December 2018. This special protection is also granted to strategic investments under the Law
on Strategic Investments.

Acquisition of real estate by foreigners remains subject to restrictions: they are not allowed to
acquire agricultural land, forests, meadows and pastures. Albania is late in delivering on its
commitment under the 2006 Stabilisation and Association Agreement (2A&nénd the

regime for the acquisition of property by EU citizens/entities by 2016. Provisions regulating
the acquisition of real estate by foreigners remain unchanged and uncertainties over real estate
ownership rights continue to discourage investment.

As regardgpayment systemsforeign banks have the right to open branches and agencies in
Albania and to offer crosisorder payments. Albania has the administrative capacity to move
ahead with aligning its legislation with the EU directives in this ardé® fEBgulations on
licensing the activities of nebank financial institutions and on electronic payment
instruments were amended in December 2016, aiming at alignment with European Directive
"On Payment Services in the Internal Market" and the Directive ERectronic Money
Institutions”. The amendments provided for exception procedures regarding licensing
requirements for entities or persons that provide payment services via mobile phone or other
electronic tickets. They also provided for an increase emtimimum initial capital required

for electronic money institutions. The National Payment System Committee continued to
meet in 2017, and agreed to work on a-teidn strategy on small value payments in Albania.

As regards thefight against money laundemg, some progress was made through
amendments in May 2017 to the Law on the Prevention of Money Laundering and Financing

of Terrorism and an amendment to the Bank of Albania regulation on the same subject. The
Albanian Financial Intelligence Unit (FIU) ereased its staff by 11 employees in 2017. The
number of suspicious transaction reports the Unit collected in 2017 increased to 1 384 from 1
292in 2016. In 2017, the Unit shared 401 of these reports with the General Directorate of
Polices and the Proseout 6 s Of f i c e, al most at the similar
enforcement structures seized approximately EUR 47.6 million in bank accounts and
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properties related to mondgundering offences and additional EUR 38.8 million were seized
in 2017. Thenumber of appeal court convictions on charges of mdagydering offences
increased to 4 in 2017 from only 22016.

5.5. Chapter 5: Public procurement

EU rules ensure that the public procurement of goods, services and works in any Member
State is trasparent and open to all EU companies on the basis ofdrsmmimination and
equal treatment.

Albania hassome level of preparationin public procurement. Efforts are needed to imprpve
compliance with procedures and prevent corruption in the procureyaatSomeprogress
was made in the past year to further align with #oguis on strengthening the public
procurement review system.

In the coming year, Albania should in particular:

Y fully transpose the 2014 di diegcinthevaeeaofon EU
utilities, concessions and defence procurement;

Y further strengthen the administrativie cap:
contracting authorities;

Y systematically follow up confsl iacutdsi to|fc aipnatc
this respect.

Institutional setup and legal alignment

The legal framework on public procurement is largely in line with the EU directives on
classical and utilities procurement, and relevant administrative and budget provisions. The
law specifies the principles of transparency, equal treatment anebis@imination.
However, here has been no progress on harmonisation with the directives on utilities or in
defence and securitfhe law on concessions and pulpicvate partnerships is partly aligned

with the Directive on the award of concession contracts. The option of grafti#gbonuses

for unsolicited proposals and the exemption of road infrastructure of national importance from
the scope of the law are still not aligned with dloguis

Under the public finance managemesitategy, recommendations of studies on public
investment management and public procurement have still to be addressed. These include
revision of the public investment management guidelines to ensure good project selection and
management principles

ThePublic Procurement Agency(PPA) is thecentral puble procurement entity mandated to
monitor the application of public procurement rules, including providing information, support
and guidance to contracting authoriti#ae PPA has 29 posts of which 4 are vacant.

Implementation and enforcement capacity

The planning and preparation of public procurement proceduresgenerally comply with
transparency and efficiency principles and public procurement forecasts are published. The
number of negotiated procedures without prior publication increased during 20173ty 2

67 % of which were contract extensions. In terms of volume these procedures repre$énted 8

of the total budget of awarded procedures. The use of framework agreements is expanding but
is still very limited, with 61framework agreement notices publidrend 36 contracts signed

in 2017.For categories of common use goods and services a centralised procurement body is
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operational in the Ministry of Interior, which can be seen as providing intermediary functions
partly in line with new EU directives.

Albania has an electronicentral public procurement portal for the publication of tender
and contract notices as well as other important information and guidaheesystem is
mandatory, including for lowalue procurementSince January 2018 standard tenulgri
documents for each type of procedure and contract are published on the PPA website.

By the end of 2017 around 200 pubtidvate partnerships (PPPs), mostly concessions, have
been signedAlthough required by law, valu®r-money analysis is still natystematically

carried out before approval of all PPPsrthermorethere is no regular report on PPPs. The
technical skills and capacity to design and assess concessions and PPP projects need to be
further improved.

The PPA has strengthened m®nitoring role and applies a procurement performance and
compliance monitoring system based on performance indicators. Further support to
contracting authorities is still needed, as well as the strengthening ofprexueement
system, monitoring of cdract implementation and analysis of public procurement market
trends.

The cont r ac tcapadty tanahagepublid proeusement proceduremstitls to

be improved substantially. Compliance is still generally weak, especially in more complex
procedures. In October 2016, PPA issued an instruction on the declaration of conflicts of
interest by procurement officials, which was drafted jointly with the High Inspectorate of
Declaration and Audit of Assets and Conflict of Interest. The State Auditiubien reports a
substantial number of irregularities in public procurement with an estimated financial loss to
the state budget of around EUR 12 million in 2017 compared to around EUR 25.6 million in
2016 and approximately EUR 18.8 million in 2015.

Efficient remedies system

Theright to legal remedy is set out in the Constitution and the Public Procurement Law and
is mostly in line with the Remedies Directive. Provisions including ineffectiveness of
contracts, alternative punishments axdantevoluntary transparency notices are still not yet
covered. The remedy system is easily accessible to economic operators without
discrimination. However, the complainant needs to pay a 0.5 % fee of the budget of the
procurement procedure which is refunded otiee complaint is accepted and granted. For
refused complaints the fee is transferred to the state budget.

In April 2017, amendments to the Public Procurement Law strengthened the independence of
the Public Procurement Commission(PPC) in line with thexcquis and increased the length

of time for reviews from 10 to 15 days, and to 30 days for complex cases. However, the PPC
chair and 4 other members have not been appointed as envisaged on 1 JanudiyeZ2PPg

carries out administrative reviews of publentlersand the majority of PPC decisions are
corrective anatan be challenged in the Administrative Court.

The majority of initial complaints lodged with the Contracting Authority that awarded the
contract are dismissed, thus pushing the complainantgp&abip the PPC. In 2016, the PPC
handled 1 393 complaints, up from 1 124 (2015) and corresponding to 14 % of the public
procurements published. 708 complaints were considered unsubstantiated and 683 were
accepted. Almost 60 % of complaints relate to pdoces below EUR 38 000. In 2016, 100 or

7 % of total PPC decisions were challenged in the Administrative Court, with 60 % upheld.
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Processing of complaints within the legal time limit remains a challenge, partly due to the
absence oftandard criteria to ¢tagorise new appeals either as a normal or complex case.

Setting up an electronic database for PPC judgments would improve the transparency of the

review system.
Although the remedy procedure is largely in place, thpacity of the PPC and the

Administratve Court to deal with the complexity and increasing number of appeals still needs

to be substantially strengthened. Jointly organised specialised training courses on topics

related to public procurement are recommended.

5.6. Chapter 6: Company law

The EU has common rules on the formation, registration and disclosure requirements of a
company, with complementary rules for accounting and financial reporting, and statutory

audit.

Albania is moderately prepared in the field of company lawSome progresswas made|
towards improving the online registration service.

In the coming year, Albania should in particular:

Y step up efforts t o aequisog accointing, arld stengthéndts |

implementation capacity;

Y ensur e f ul lcompanafinamgiabstatemeotyin thefbusiness register.

Some acquis alignment has been achieved in a rangecahpany law areas, including

takeovers and crogsorder mergerslhe National Business Centre is responsible for company
registration and disclose of financial statements. Free online registration is available and the

application time was reduced; data can be accessed electronically.

In the area otorporate accounting further efforts are needed to align legislation with the

acquison annual andonsolidated financial statements. Pulititerest entities (PIE) apply

international financial reporting standards. The capacity of the National Accounting Council,
which drafts the accounting standards and monitors their implementation, still neesls to b
reinforced. Onstatutory audit, the Public Oversight Board, established as an independent

on

regulatory authority with its own financing resources, is the competent authority that ensures

guality assurance and a system of investigations and sanctiongorgtatuditors and audit

firms apply international auditing standamstranslated into and published in the Albanian
languaged and are subject to continuous professional training. The Law on Statutory Audit

lays down provisions on professional ethithe Public Oversight Board¢an delegate the

quality assurance of neRIE audits to the professional organisation of statutory auditors.

Further efforts are required to align with the most reaeqtiison statutory audit.
5.7. Chapter 7: Intellectual property law

The EU has harmonised rules for the legal protection of intellectual property rights (IPRs)
and of copyright and related rights. Rules for the legal protection of IPRs cover, for instance,
patents and trademarks, designs, biotechnological invenindgpharmaceuticals. Rules for

the legal protection of copyright and related rights cover, for instance, books, films, computer

programs and broadcasting.
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Albania hassome level of preparationregarding IPRs. Following the recommendations
made by theEuropean Commission in itS previous rep@dme progresswas made ir
particular in implementing and enforcing the 2016 Copyright Law.

In the coming year, Albania should in particular:
Y continue aligning its legislation on copyright and neighbouringsiglith the EUacquis

Y i mprove the functioning of collectivie man:

to rights holders.

In the area otopyright and neighbouring rights, the implementation of the 2016 Copyright

Law aimed at aligning Albania wittelevant EU directives. In March 2017 the Criminal Code
was amended to refine the legal mechanisms and better address copyright infringements,
which has already brought positive results and is expected to further intensify actions against
copyright infrigement.

The two main entities responsible for intellectual property are the General Directorate of
Industrial Property (GDIP) and the Copyright Directorate (CD). GDIP is a public agency
under the supervision of the Minister of Economy and Finance. lteegidministers and
promotes IP objects. Under the Ministry of Culture, the CD provides advice to the
inspectorate and to the public in cases of infringement of rights.

On IPRs, in 2017 the Law on Industrial Property was amended, creating a legalfdrasis
protecting IP objects.

On enforcement in 2017 applications to register trademarks rose by 12.3 % compared to
2016 and applications for patents and utility models increased by 16 %. During the reporting
period the GDIP patrticipated in 54 court procegdi

The State Inspectorate for Market Surveillance is responsible for inspecting, controlling and
enforcing copyright and related rights. The Inspectorate is in the process of strengthening its
capacity. Since it was established in 2016 it has cond@éteihspections concerning IPRs.

Furthermore, during the reporting period the customs administration suspended the customs
clearance of a number of goods infringing IPRs, based on an application by the right holder
and/or ex officio procedures. Howevergeth are still concerns about the high number of
counterfeit products in the country.

5.8. Chapter 8: Competition policy

EU rules protect free competition. They include antitrust rules against restrictive agreements
between companies and abuse of domipasttion, and also include rules on concentrations
between companies which would significantly impede competition. EU rules also prevent
governments from granting State aid which distorts competition.

Albania hassome level of preparation / is moderatehprepared in competition policy.
There wassome progresson legislative alignment during the reporting period. Howeyer,

significant efforts are needed to further improve legislative alignment and enforcement in the
area of State aid.

In the coming year, thcountry should in particular:

Y ensure the operational independence |of t
the capacity of the State Aid Unit;
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Y step up efforts to improve its enfor¢ement

Antitrust and nergers

The alignment of thdegislative framework is broadly in line with theacquis and the
provisions of the SAA. The Law on Protection of Competition is largely aligned with Article
101 on restrictive agreements and Article 102 on abuses of domin#marposthe TFEU. It

also provides foiprior control of mergers, in line with the Merger Regulation. Secondary
legislation is broadly in line with the relevant EU regulations and Commission guidelines. In
2016, the Albanian Competition Authority (ACA) gifified its procedures for handling
certain concentrations and its regulation on commitment procedures.

As regards thenstitutional framework , the ACA is responsible for implementing the Law

on Protection of Competition. Formally, it is an operationaitlependent authority reporting

to Parliament, which appoints its chair and four board members. The ACA can adopt
secondary legislation, impose fines and remedies if competition rules are breached, authorise
mergers, with or without conditions, or prohiliiem. It can conduct sector enquiries and, at

its own initiative, issue opinions and recommendations on draft laws that may affect
competition. A leniency programme for companies providing information on cartel cases is in
pl ace. Part i e sdecsians before the@urts. ACAOG S

Regardingenforcement capacity the ACA has 39 staff members, which is considered
adequate. The level of expertise has been strengthened through ACA staff participating in a
number of seminars and workshops. @plementation, during the reporting period the

ACA adopted 46 decisions, including 2 decisions on prohibited agreements and 13 decisions
approving concentration notifications. Few decisions in the area of antitrust or mergers seem

to result in effective remedies: no lency applications have been reported since 2016 and

only one suspected cartel case, on cinema distribution, was under investigatioh.CTAe
should continue to step up iIits enforcement o

State aid

The legislative framework is broadly inline with theacquisand with the provisions of the

SAA. Amended in 2016, the Law on State aid largely reflects Articles 107 and 108 of the
TFEU on the definition of compatible and incompatible State aid as well as on procedures.
During the reporting pesd, Albanianl egi sl ati on was amended to a
omMde miaiidnigsranted to undertakings providing
with the | atest modifications tHoweveh frth€deener a
alignment with secondary EU legislation on State aid control is still needed.

As regards thenstitutional framework , the SAC is responsible for implementing the Law

on State aid. Given that its secretariat is part of the Ministry of &agrand Finance, which

is an aidgranting institution, the SAC cannot be considered an operationally independent
authority as the SAA requires. The Law on State aid provides that new aid measures must be
notified to the SAC and found to be compatible befirey can be put in place. The SAC can
order the recovery of unlawfully granted, incompatible aid. Its decisions can be appealed in
court.

With limited resources, thenforcement capacityof the SAC is insufficient and needs to be
strengthened. It has yéb be shown that the Law on State aid is beimgplemented
effectively. Since the beginning of 2016, the SAC has assessed 13 State aid schemes and 2 ex
officio cases. No negative or recovery decisions were taken. It is important that State aid rules

62



are reflected in the public finance managemi
presented to line ministries and regional and local authorities. Advacaslbe stepped up
to achieve prior notification of aid measures to the SAC.

Liberalisation

The laws on protection of competition and on State aid are applicable to public undertakings
and undertakings with special or exclusive rights, except when tha@icatmpn obstructs the
performance of the particular tasks of services of general economic interest that are assigned
to them.

There has been no investigation of State aid for public undertakings or undertakings with
special or exclusive rights. As regarthe rules on financing services of general economic
interest, their enforcement needs to be further demonstrated.

5.9. Chapter 9: Financial services

EU rules aim to ensure fair competition and the stability of financial institutions, namely
banking, irsurance, supplementary pensions, investment services and securities markets. They
include rules on the authorisation, operation and supervision of these institutions.

Albania ismoderately preparedin the area of financial serviceSome progresshas been
made in banking supervision and in further aligning the legislation with the Solvency I
Directive.

In the coming year, Albania should:

Y align its Il egislation with Basel I and
provisions

Y a emte the adoption of the amendments to the Law on Compulsory Insurance in the
transport sector.

As regardsbanks and financial conglomeratesthe Bank of Albania (BoA) has reinforced

and restructured its supervision department with special emphasikdrasiesd supervision.
Memoranda of understanding have been signed with other institutions on the domestic
financial market and with foreign supervisory authorities of banking entities operating in
Albania. The BoA is part of the College of the European Bankuthority and maintains
contacts with the European Supervisory Auth
I mpl ementing Al bani ads adq@sgA BesA midterm develagmeng n me n t
strategy 2018020 was adopted in November 2017. Bw has continued to further align

the banking regulation and supervisory manual with Basel Il and Basel Ill. The Basel Il
definition of capital has been adopted. Work has to continue in the areas of macroprudential
policy (countercyclical capital buffes and identification of domestic systemically important

banks) and the resolution framework. New guidelines and regulations aiming at further
alignment with the relevant Eldcquis were adopted on capital adequacy, licensing and
activity, risk managementgporting by savings and loan associations, and transparency for
banking and financial product services. Albania has in place a system of identification of
systemically important banks, similar to the EU practice. Thepesforming loan ratio
decreased &m 18% in December 2016 to 13.2 % in October 2017, mainly due to the
write-offs procedure and some loan restructuring. Efforts to implement th@ertorming

loan action plan and to further facilitate the collateral execution process need to continue.
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In the area oinsurance and occupational pensionamendments still need to be adopted to
the Law on Compulsory Insurance in the transport sector. The Albanian Financial Supervisory
Authority (AFSA) adopted @&econdary legislation to further align with tBelvency | and
Solvency Il Directives and started the implementation of the Strategy on consumers and
investors' confidence in the supervised markets. AFSArganised its organisational
structure and recruited additional staff.

Some progress was madeforancial market infrastructure wi t h t he | i censi ng
first private stock exchange, whithe c ame oper at i on @he publioc stdeke br u a
exchange remains suspended.

r

As regards thesecurities markets and investment serviceghe issuance obonds by
companies has been authorised for private offerings to institutional investors, their
shareholders or individuals.

5.10. Chapter 10: Information society and media

The EU supports the smooth functioning of the internal market for electronic
communications, electronic commerce and audiovisual services. The rules protect consumers
and support universal availability of modern services.

Albania ismoderately preparedin the field of information society and audiovisual media.
Some progressvas mae on the digital agenda action plan angogernment services. The
Audiovisual Media Authority (AMA) approved itdrategic action plan for 20312019 and the
public broadcaster its new statute.

In the coming year, Albania should in particular:

Y finalise the delayed digital switchover process, free the digital dividend and revise the
national broadband plan with clear objectives and targets;

Y take further steps to draft and approve the necessary amendments to the Law on Electronic
Communicationin alignment with theacquis;

Y implement the European emergency number 112 over a wider geographical area.

On electronic communications and information and communications technologies
progress was made in implementing the single European emergency numbeei\igaged

in the 20152020 public order strategy and the 2@AB.7 action plan. Further funding is
needed to extend the 112 number to the whole country. Judicial bodies received training on
how to enforce the Law on Electronic Communications. Furtheritigavas provided on the
modules and importance of competition advocacy as a tool for addressiuprapgtitive
regulation and enforcing decisions by the Authority of Postal and Electronic Research. Fixed
internet penetration is low: approximately 30 #households are connected. There is a huge
gap between urban and rural areas. Rural areas represent 40% of the population but only 1%
out of this is connected to the internet. Mobile internet penetration is around 80%.

In the area ofnformation society services the cross ect or al strategy on
agenda for 2012020 and the plan for broadband development are being implemented. The
Law on Cyber Security was adopted in February 2017 and is partly aligned with the Directive

on security of netork and information systems. In the framework of the European
Commi ssionds mapping of odigital i nnovation
There is a need to develop a national cybersecurity strategy.
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Somegoodprogressvasmadein electranic communicationsvith the approvalof the law on
the developmenbf high-speedelectroniccommunicatiometworksand the provision of the
right of way. Thelaw fully complieswith theacquis.

In the field ofaudiovisual policy, in March 2017, followingoublic consultation with various
stakeholders, the AMA adopted its strategic action plan for-2018. During the reporting
period the public broadcaster, RTSH, approved a new Statute with a new internal structure
reflecting the digital switchover procesbhe digital switchover still has to be finalised and

the digital dividend to be freed. Due to obsolete technology, AMA is still not able to
adequately exercise monitoring duties, a challenge which becomes more difficult with the
digital switchover proces Debt collection from old fees of broadcasting operators has
significantly increased reaching an 87 % rate.

5.11. Chapter 11: Agriculture and rural development

The common agricultural policy supports farmers and rural development. This requires
strongmanagement and control systems. There are also common EU rules for quality policy
and organic farming.

Preparations are at azarly stagein agriculture and rural development. There wa®sd
progressin 2017 on strengthening the capacity of the IPARD Il management and opgrating
structures and in the overall process for entrusting them with budget implementation tagks.

In the coming year, the Albanian authorities should in particular:

Y plan and alloc resources for improving farm and animal registers and use of available
agricultural statistics in polieynaking;

Y complete the reform of the advisory system in agriculture in order to strengthen the growth
of investment in agriculture and agpoocessig;

Y complete the legal, institutional and administrative framework for organic prodlucts,
Protected Designation of Origin and Protected Geographical Indication.

As regardsorizontal issuesthe Agricultural and Rural Development Agency (ARDA) is the
structure implementing the national support schemes in agriculture and rural development.
ARDA is part of the management and operating structures to be entrusted with budget
implementation tasks under the IPARD Il programme (2013:12 0 ) . Aft erure ARDAOG S
was modified in November 2017 it now has 123 staff members.

There is ndand parcel identification systemin place. Given the complexity of the issue,
including land property titles and restitution of land, the Albanian authorities should consider
to start planning the process as soon as possible. The integrated administration and control
system has yet to be fully implemented, but certain elements stith as a farmer register

and an animal registelhave been developed. There isfawm Accountancy Data Network

in place and preparatory work on setting it up has not started.

Direct paymentsin 2017 represented high percentage of the agricultural support for the
sector (close to 80 %) and their importance will increase further in the @@&8al, public
expenditure for support to farmers is very low and there is no consistency in the yearly
amounts of national aid granted to the sector. Direct payments are linked to production:
planting of vineyards, fruit trees, nuts, hazelnuts, almonds angtimedand aromatic plants;
cows with a sempasture regime; support for registered sheep/goats; support for extensive
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farming of cows; and support for beehives (the last three measures account for animal
payments in the sector). Direct payments are nketl to crossompliance rules.

The farm advisory serviceis currently under the competence of the Regional Agricultural
Directorates of the Ministry for Agriculture and Rural Development. Both directorates are
under reorganisation in order to be geogreally closer to the farmers. Five agricultural
technology transfer centres, specialised in different agricultural products, operate in the
country.

Regardingcommon market organisation two legal acts have been adopted in the olive oil
sector which pardlly aligns the relevant national legislation with #eguis No other secter
specific common market organisation schemes, market measures such as public/private
storage, production quotas or export refunds were implemented in the country in 2017.

Two programming documents fasral developmentare in place the IPARD Il programme
(20142020) and the intesectoral strategy for agriculture and rural development 2014
2020). Good progress has been recorded on IPARD Il entrustment. The three most
captal-intensive IPARD Il measures (investments in agricultural holdings, processing, and
diversification of agricultural activities) were entrusted at the beginning of 2018.

Currently there areo special support schemes aiming at protecting landscapes, wable
natural habitats, biodiversity and/or preventing the negative effects that inappropriate
agricultural practices can have on natural resources.

Onorganic farming, there was an increase in subsidies under direct schemes, from EUR 600
per certified fam in 2016 to EUR 1 500 in 2017. Two organic operators applied in 2016, of
which one became a beneficiary, while six (out of eight) became beneficiaries in 2017.
Organic olive growers have also benefited indirectly from the support scheme to protect
olivesfrom olive fly.

The Commission for Organic Production (COP) is responsible for approving and supervising
the control bodiesor the certification of organic products. Supervision on behalf of COP is
performed by the Sector for Policies of Agricultural anglestock Production which is
responsible for developing legislation for organic farming, registering organic operators and
operating the database containing information on organic production.

As regardgjuality policy, the Law on Industrial Property wasnended in August 2017 and
is partially aligned with the EU acquis. However, a number of bylaws need to be adopted for
the system of protection of geographical indications to be effective.

5.12. Chapter 12: Food safety, veterinary and phytosanitary poty

EU hygiene rules for foodstuff production ensure a high level of food safety. Animal health
and welfare and the safety of food of animal origin are safeguarded together with quality of
seeds, plant protection material, protection against harmfganisms and animal nutrition.

Albania hassome level opreparation in food safety, veterinary and phytosanitary policy. It
made some progressin implementing relevant policiem the food safety and veterinary
sectors.

In the coming year, Albania should in particular:

Y update the relevant legislation to approximate it with the latest EU legislation on dfficial
controls, animal health and plant health; amfoece food safety rules, including official
controls, import onditions and controls, and maximum pesticide residue levels;
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Y ¢ o mp | restrecturindhad the veterinary sector in line with the tasks and functions set
out in the amended legislation;

Y update ani mal regi sters t oestablislsed forefoods af | i d
animal origin.

On general food safety for the second consecutive year the National Food Authority carried
out official controls under a riskased plan approved at the beginning of 2017. The
operational procedures needed to enstompliance with the legislation have not been
endorsed yet, including those on internal audits. No progress has been made on risk
assessment. The Scientific Committee and panels have not convened due to budgetary issues.

During 2017, the National Food Auwhty started to use the TRACES system to issue
veterinary export certificates for animal products (fish and eggs).

As regardsveterinary policy, mass vaccinations against rabies in red foxes, brucellosis of
small ruminants, lumpy skin disease of cattlé amthrax in infected areas have continued.
Strategies for monitoring and eradicating main zoonotic diseases are to be finalised by end of
2017. Although positive efforts were made during the second half of 2017 to update the
information in the animal ideification and registration system, it still suffers from
insufficient or inaccurate field data due to the lack of reporting in previous periods.

The reform of the veterinary service announced since 2015 was meant to consolidate the
veterinary service by stablishing a clear chain of command and communication to be
sanctioned in the relevant amendments to the law. Nevertheless, the pace of reform is slow
and the service remains fragmented and understaffed with various functions being left
uncovered such amimal waste management, farm biosecurity or aquaculture.

At present, veterinary field operations are carried out by veterinary clinics rather than single,
private veterinarians. However, the necessary operational and contracting procedures that
regulate he activity of these clinics with regard the veterinary work on animal identification
and registration, animal movement, vaccination and reporting are not yet in place.

With regard to thelacing on the market of food, feed and animal byroducts, the annal
programmes for monitoring residues of undesired substances have covered pesticide residues
in 10 plant products in addition to veterinary medicines-tmkins and heavy metals.

Al baniads capacity to I mprove tthbeinseaseckchbyy of
2018 with IPA assistance.

Concerningfood safety rules the preparation of secondary legislation has continued in
several areas: microbiological criteria in foodstuffs, trichinella in mpkstic material
coming into contact with food, maximum levels of pesticide residues in several products and
maximum residue limits for pharmacologically active substances in foodstuffs of animal
origin.

Improvements have been registered in the methogabgicrobiological monitoring of raw

milk based on samples from every mjkocessing or dairy plant with capacity of more than 1
tonne/day. The samples are analysed for plate counts and somatic cells and a geometrical
average is generated every 3 moniftss approach provides a clearer picture of the situation
regarding raw milk.

Besides general rules included in the Food Law, no progress has been made on preparing the
required legislation ospecific rules on feed
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On phytosanitary policy, following the new Law on Plant Protection adopted in October
2016, the secondary legislation on registration, procedures and criteria for assessing plant
protection products and rules on trading, transport, keeping and storage of plant protection
products is not yah place but expected to be ready for approval during 2018.

There was no progress on preparing legislatiomemetically modified organismsand no
structure has been appointed for this.role

5.13. Chapter 13: Fisheries

The common fisheries policy lagewn rules for management of fisheries, protects living
resources of the sea and limits the environmental impact of fisheries. This includes setting
catch quotas, managing fleet capacity, rules for markets and aquaculture as well as support
for fisheries ad coastal communities.

Preparations are at aarly stage Albania has madsome progress towardsupdating the
vessel register and adopting preparatory measures for improving landing statistics

In the coming year, Albania should in particular:

Y establsh appropriate institutional and administrative capacity in line with its sector
strategy

Y t ake ensueeptl®e afgpmpriate management of fisheries resources, including by
allocating thenecessary resources to this ar&aking appropriate enforcememction,
developing an adequate data collection system, ensuring the adjustment of the fishing fleet's
capacity to the fishing opportunities with the objective of achieving a stable and enduring

balance between them, and collecting accurate landingisttis

Y strengthen inspection, control, moni toring

In October 2016, a regulation on the management of fishery resources and the functioning of
the fishing fleet register was approved. Tessel registewas updated twice.

Inspection and control capacityneeds to be strengthened. The Department for Fisheries
Services and Aquaculture lacks qualified staff to control and eliminate illegal fishing
practices. The limited number of inspectors (18) does not allow for 24/7 sespaExially in

Al bani abs marine waters. Fi sheries statistic
Albania has not yet recruited monitors and observers to cooperate with the inspection service

as foreseen in the relevant amendment to therfyslaw approved in May 2017.

The fisheries service has not been reorganised in line with the recommendations of the

Al banian government 6s sector strategy. At [
responsible for inspéons and controls outside the structure of the ministry and two sectors
placed under two different directorates.

The vessel monitoring systemrhas worked discontinuously and has not covered all vessels.
Since March 2017 the system has not operated, phréyto issues related to the procurement

of maintenance and airtime services. As a consequence, inspections and controls have mostly
been regularly applied to small vessels in coastal or inland waters only.

68



Following approval of the Law on Aquaculture 2016, thelicensing of new aquaculture
farms will be allowed only when the plan of allocated zones has been established and
approved.

Data collection and scientific advice on managing fish stockseeds to be strengthened in
line with the EUacquis as thecountry currently continues to be dependent on these issues to
the FAO FAGAdriaMed Project (Scientific Cooperation to Support Responsible Fisheries in
the Adriatic Sea) project financed by the Commission and EU Member States.

As regardsnternational agreements Albania has consistently participated in activities of
the General Fisheries Commission for the Mediterranean and is committed to complying with
its recommendations. In addition, Albania has fulfiled all the requirements in the
recommendations dhe International Commission for the Conservation of Atlantic Tunas.

On fisheries governance Albania signed the Malta MedFish4Ever Declaration towards the
sustainability of fishing resources in the Mediterranean (an initiative of theoEtdturn
fisheriesin the Mediterranean to sustainability and in this way preserve growth and jobs

5.14. Chapter 14: Transport

The EU has common rules for technical and safety standards, security, social standards, State
aid and market liberalisation in road transportailways, inland waterways, combined
transport, aviation and maritime transport.

Albania hassome level of preparationin the area of transport policgome progressvas
achieved in the past year by adopting tlatiamal transport strategy for 202620 and the
new railway code.

In the coming year Albania should:
Y review the national transport plan in line with the national transport strategy;
Y adopt legislation to implement the railway sector reform;

Y pursue efforts to comply with the requirements under the first transitional phase |of the
European Common Aviation Area Agreement.

As regards th@eneral transport acquis the nationatransport strategy and action plan for
20162020 for all transport modes was adopted in November 2016. The strategy includes a
sustainable transport plan, which aims to ensure a sustainable transport network and improve
energy efficiency. The third reviewf the national transport plan will be initiated in 2018.
Albania needs to make further efforts to align with the public services obligations and the
acquison public service contracts. Albania signed the Transport Community Treaty in July
2017 at the Westn Balkan 6 Summit in Trieste and ratified it in February 2018.

Albania has not transposed the legislation on suntme& arrangements. Administrative
capacity throughout the transport sector needs to be strengthened, particularly on rail
transport. The ew railway code was adopted in December 2016 and entered into force in
January 2018. Independent railway and waterborne accident investigation bodies are not
established yet. Funding for maintaining road and railway infrastructure is insufficient,
resultirg in their continued deterioration. Further efforts are needed to support the road and
rail maintenance plans for 202822.

Albania has made steady progress in approximating its national legislatioadtransport
with the acquis There has been goodogress on adopting the road safety inspection
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guidelines and curriculum and delivering tr.
theacquison transport of dangerous goods, licensing for road hauliers and access to the road
transport market. Th&eneral Directorate for Transport Services, tasked with implementing

the law on dangerous goods, has yet to adopt and apply rules on sanctions and strengthen its
inspection capacity. Greater approximation efforts are needed on commercial vehicle
inspections, traffic management systems and road safety, including education and
enforcement. Albania has to pursue its efforts to align with the saéefyisand develop
enforcement capacity. In 2017 Albania partially aligned its legislatiothe qualificatiorof

road transport operatorsnplementation of the legislation on roadside checks of commercial
vehicles is at an initial phase. The legislation on intelligent transport systems is partially
aligned.

The new railway code aims to regulasé@way transport by separating train operations from
infrastructure management, in line with the Bthuis.It transpose®nly partially the recast
Directive on a single European railway area and EU safety and interoperability rules. As a
result, the unbundling of trainperations from infrastructure management has not yet been
achieved. Implementing legislation is under preparation for the establishment of relevant
structures and agencies, in particular the Railway Regulatory Authority. One private railway
operator is liensed for freight transport. Positive development was noted onloyossr
facilitation, with the operation of the joint railway station of Tuzi (Montenegro), which started
in July 2017. Further efforts are needed to define the strategic framework tememing

the intelligent transport systems on the core rail network.

Onmaritime transport, f urt her efforts are needed to fo
application to the Paris Memorandum of Understanding on port state control. Efforts to
improveflag state control of Albanian flagged vessels and port state control need to continue

in order to further reduce the detention rate of Albanian vessels. Further efforts are also
needed to define a strategic framework for the implementing intelligenptndrsystems on

the core maritime network. Legislation on an EU vessel traffic monitoring and information
system has not been transposed yet.

There were no developments inland waterway transport. This mode of transport is
limited to two lakes which arshared with neighbouring countries and regulated by bilateral
agreements.

On aviation, Albania should be adequately prepared for the assessment visit requested in the
framework of the European Common Aviation Area Agreement, ensuring proper
transpositionand implementation of the relevant EU acquis, notably in the areas of aviation
safety, security and economic regulation. On air traffic management in particular, Albania has
not yet complied with the Single European Sky requirements for the first traasipbase

under the European Common Aviation Area Agreement as the functional use of airspace has
not been implemented yet. Albania should also focus its efforts on the second transitional
phase.

Even though the national transport strategy includes sonityractions for the
development otombined transport, there is still no legislation on thi8lbania has to step
up efforts to implement the Epassenger rightdegislation in all modes of transport.
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5.15. Chapter 15: Energy

EU energy policy coversenergy supply, infrastructure, the internal energy market,
consumers, renewable energy, energy efficiency, nuclear energy and nuclear safety and
radiation protection.

Albania ismoderately preparedin this area. There wa®me progressn the gas sector and
on interconnection lines. However, the country has to accelerate implementation |of the
connectivity reform measures, especially by removing legal and contractual obstacles to
integrating energy markets.

In the coming year Albania ehld in particular:
Y finalise and adopt its national energy strategy;

Y fully align its Energy Efficiency Law with thacquis,set up an energy efficiency fund
and draft ancdopt secondary legislation implementing the Energy Performance of Buildings
Directive;

Y finalise the unbundling of energy companies.

On security of supply, Albania is at a moderate stage of preparation. The new national
energy strategy, which runs until 2030, is now undergoing consultation with different
stakeholders.

Al baniads oil st ocks | earqus [Trete iwasnno pragress ort I n
establishing a central stockholding bodye interinstitutional working group for analysing

and developing a plan for-gesigning the emergency stockholding systerworking on a

plan for a model of an emergency oil stock reserve. Albania has to continue its efforts to align
with theacquison minimum oil stocks of crude oil and/or petroleum products and to amend

the emergency oil stock model.

Al bani a0 ssystm & dntencanmeectad with theighbouring systems of Greece and
Montenegro since 2014, when the European Network of Transmission System Operators
(ENTSOE) approved synchronous operation of the Albanian electricity transmission system
with the continatal European system.

On the internal energy market Albania has adopted legislation on gas and electricity in line
with the EUO6s third energy package.

In March 2017 the Albanian Energy Regulator ERE approved the certification of OST SA as
the transmission system operator, following a positive opinion from the Energy Community
Secretariat. Consequently, later the same month the ENETASsembly admitted OST SA as

a full member of the network.

The legal and functional unbundling of distributiogsgem operator OSHEE SA from its

supply activity has not yet been finalisethe unbundling model was approved by the
supervisory council of OSHEE and the Minister of Energy and Industry, representing the
General Assembly. The Energy Community Secretamiiated an infringement procedure
fornoncompl i ance with Al baniabs obligations <co
2018.

Electricity prices are still regulated but should be gradually liberalised once the legislation is
implemented. The freedom fall customers to switch suppliers is stipulated by law but is still
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not possible in practice. The electricity market remains closed by a regulated contract between
the stateowned generation and supply companies which needs to be phased out urgently.

ERE must develop into a we#quipped and skilled independent institution and the
shortcomings in their competences as regulator need to be addressed.

On hydrocarbons, Albania has not aligned its legislation with the Hydrocarbons Licensing
Directive, but therdhas been some progress with its secondary legislation. The Directive on
safety of offshore oil and gas installations has not been transposed. In February 2018 the
Counci |l of Ministers adopted the 0Gas mast e
2040.

The main interconnection line, ti@ans Adriatic Pipeline, is progressing on schedulésee
chapter 21)

The regulatory framework faenewable energy is at an early stag&@he national renewable
energy action plan for 201%020 plan envisages th&8 % of gross final energy
consumption will come from renewable energy sources. The plan should be revised in the first
guarter of 2018. With the adoption of the law promoting renewable energy in 2017 Albania
increased its compliance with thequis It introduced schemes to support renewable energy
producers above 2 MW (solar) and 3 MW (wind) through a competitive procedure based on
the support scheme "contracts for difference” on top of the market price of electricity. The
law incorporates a net meterisgheme for photovoltaic (PV) or wind energy with a capacity

of up to 500 kWw.

Albania depends almost exclusively ogdropower for its electricity generation (98 %),
making it vulnerable to unfavourable hydrological conditions as in 2017. In addition,
electricity from hydropower is not sufficient to meet its needs. Albania is a net importer of
electricity and the security of ifgower supply is a challenge. The government should foster
the development of renewable energy generation. Several investments (local and foreign)
have been made through concession contracts to construct and operate hydroelectric power
plants. However, plan for future plants (on the Vjosa and Valbona rivers, etc.) have
generated debate about the need to address ecological consideidtiobts have been
expressed about the quality strategic environmental assessments and environmental
Impact assessmentsarried out on energy projects. Investments in renewable energy projects
other than hydropower need to be further explored.

The second amrdetlgiyr @afchitaitcoine malha®20 fwer  0dpPpr o\
t hGouncil of Ministers in Decemb&@017. The main target is a cumulative saving of 6.8 %

of the energy used in Albania by 2020. The Energy Efficiency Agency was set up in 2016

with the task of implementing energy efficiency policies and measures, but it is still not
staffed and operationalhe agency reports to the minister responsible for energy. A working

group has been set up within the Ministry of Energy and Infrastructure to prepare the
establishment of the energy efficiency fund. However, full compliance with the Energy
Communityacqus has still not been achieved so the Secretariat has continued the dispute
settlement procedure and submitted a Reasoned Request to the Ministerial Council for

® The Ministry of Infrastructure and Energy includes the Directorate of Renewable Energy and Energy
Efficiency, which is charged with drafting and implementing legisfabn renewable energy sources. The
Directorate has currently six employees including its director.

*1n 2015, the total RES share was 35 %.
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decision. Albania still needs to start amending the Energy Efficiency Law in order to align
with the Energy Efficiency Directive (EED). Albania is also the only Energy Community
Contracting Party that failed to submit its first annual report under the EED (by 30 June
2017).

A law onenergy performance in buildingsentered into force in 201@lbaniastill needs to
adopt the necessary legislation to achieve full compliance withctipgs

There has been moderate progressnutlear energy, nuclear safety and radiation
protection. Albania has no nuclear power plant on its territory, nor is it plaromeg There is

a National Nuclear Agency with the mission of putting in place a system to calculate energy
demand for the next 280 years. Albania has adopted some guidelines and orders on policy
and strategic steps for safely managing radioactive waslehas ratified a number of
international conventions. Albania stated in its reports for the Sixth Review Meeting of the
Joint Convention on the Safety of Spent Fuel Management and on the Safety of Radioactive
Waste Management that on 7 September 201§dlaernment approved regulation E88 on

the safe management of radioactive waste, which reflects the latest International Atomic
Energy Agency developments in this field. The country has established a waste storage
facility with capacity of 300 rh The faility was licensed by the Radiation Protection
Commission on 18 November 2016 for 5 years. Albania is not a member of the European
Community Urgent Radiological Information Exchange. It has partly aligned withcipas

on controlling radon and is prefr@yg a national plan on this. The Radiation Protection
Commi ssion operates as Al baniads nuclear reg
Office (with 10 employees) as executive body.

5.16. Chapter 16: Taxation

EU rules on taxation cover value @ed tax and excise duties as well as aspects of corporate
taxation. They also deal with cooperation between tax administrations, including the
exchange of information to prevent tax evasion.

Albania is moderately prepared in the area of taxationSome progress was made, in
particular on legislative approximation with thacquis on tax procedures, further
organisational development of the General Directorate of Taxation (GDT), implementation of
the action plan against informal economy and tax compliddeeenue performance in 2017
was above 2016 levels (+7.8 %) but slightly below targét7( %), largely due to
underperformance of personal income tax and local taxes.

In the coming year, the country should in particular:

Y establ i sh t hepilotf musigpalities (Tieadaa ISotca, éierij Durrés) and
implement the revised property tax law;

Y step up its efforts to negotiate dojubl e
States;
Y address the recurrence ofebdokldgays i n VAT re

Regardingindirect taxation, the standardalue added taXVAT) rate is 20 %. Since June
2017, a reduced rate of% is applied to tourism accommodation services. Exemptions from
VAT for supplies without right to input deduction are largelgmadéid with theacquis.

Excise taxations partially aligned with the Eldcquis Marking of mineral oils is done for
some categories. Tobacco excise duties are set to increase incrementally over the next 3 years,
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from EUR 44 per D00 cigarettes as of 1 Jary 2018 to EUR 48.9 from 1 January 2021.
Since 2016, the level of taxation on cigars and cigarillos manufactured domestically with
tobacco leaves grown in Albania is set at EUR 18.8/kg as compared to EUR 33.1/kg for
imported in an attempt to combat theformal economy. Small producers of alcoholic
beverages enjoy reduced tax rates and distillation. For personal consumption, amounts up to
100 litres for spirits and up to 200 litres for wine are tax exempted. The national VAT law

includes all energy prodwgctisted in Directive 2003/96/EC.

Regardingdirect taxation, financial institutions are legally required to calculate, withhold,
declare and pay income tax on income from savings. Albania does not provide deferral of
taxation for status changes such asséhprovided for in the Merger Directive. Albania has
committed to join the Organisation for Economic-@ueration and Development's (OECD)

Inclusive Framework on arBase Erosion and Profit Shifting by 2019.

On administrative cooperation and mutual assigance, Albania is yet to sign double

taxation agreements with Denmark, Cyprus, Lithuania, Portugal, Slovakia and Finland.

It has

not yet established a central liaison office to automatically exchange financial account

information based on the OECD singleoal Standard.

Concerningoperational capacity and computerisation the tax administration has569
posts. In 201722 employees were dismissed due to disciplinary measufée annual
training programme is neetsmsed and was approved by the Dire@eneral of Taxation in

January 2017. Training is provided through the tax and customs administration Training

Centre and the Albanian School of Public Administration.

Albania does not yet have the technical capacity to facilitate the efficient exchange of
information or the appropriate infrastructure to apply the EU IT standards. The electronic tax

administration system has been operational since January 2015 as & @ghcation with

a central platform operating in the entire tax administration. The current IT department
strategy does not provide steps and timelines to achieve interconnection and interoperability

with the EU systems.

GDT adopted the 2017 annual acti plan on combating the informal economy and

implemented it accordingly.
5.17. Chapter 17: Economic and monetary policy

EU rules require the independence of central banks and prohibit them from directly financing
the public sector. Member States cooedentheir economic policies and are subject to fiscal

economic and financial surveillance.

Albania is moderately prepared in the area of economic and monetary poliS§ome
progress was made, in particular in the area of fiscal policy where new rules on
reduction and budget execution in election years were implemented.

In the coming year, Albania should take further measures to:

debt

Y further al i gn t d&ceuisds egards thea Bankoafi Albaniats {BoA&t) h e

independence and accountability;

Y strengthen t he government's policy
nongovernmental stakeholders when formulating sector priority reforms.

coord

In the area omonetary policy, preparations have started to further align the 1997 Law on the
Bank of Albania with the statute of the European System of Central Banks (ESCB) as regards
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the personal independence of the supervisory council members, especially of the governor,
and the BoAs accountability. The BoA is financially independent and has sufficient
administrative capacity to function effectively. The primary objective of the central bank, as
defined by the Law on the Bank of Albania is to achieve and maintain price stability. The
BoA has defined price stability as an annual increase of consumer prices of 3 % and it aims to
keep consumer price inflation at that level on average terms and for long time periods.
Monetary policy is conducted with a standard set of instruments anah aitireefloating
exchange rate regime. Foreign exchange reserves are maintained at an adequate level.

In the area okconomic policy the 2016 amendments to the Organic Budget Law on debt
reduction and budget execution in an election year (fiscal rale) implemented in 2017.
Further alignment with the Directive on Requirements for Budgetary Frameworks is needed.
EDP notification tables are sent regularly to Eurostat on adflest basis, but they are not
complete. An MoU was signed in 2016 betwela Institute of Statistics, Bank of Albania

and Ministry of Finance towards further improving the fiscal statistics reporting according to
the European System of National and Regional Accounts (ESA 2010) requirements. Albania
should fill in the gaps for assannual statistics, as well as for regular transmissions of
government deficit and debt statistics and government finance statistics. Further significant
efforts are needed to align fiscal statistics with ESA 2010. Preparations for participation in the
macroeconomic imbalance procedures (MIP) have started at the Bank of Albania and the
Institute of Statistics. Albania submitted its coherent ERP -202® in time.

5.18. Chapter 18: Statistics

EU rules require that Member States are able to produce statibased on professional
independence, impartiality, reliability, transparency and confidentiality. Common rules are
provided for the methodology, production and dissemination of statistical information.

Albania ismoderately prepared on statisticsSomeprogresswas made in many statistical

areas and by adopting the official statistics programme for-2021, but a detailed budgget

and action plan for its implementation is still to be prepared. The Institute of Statistics
(INSTAT) has signed several memaada of understanding with different statistical agencies.
However, there is a need for a greater use of administrative data.

In the coming year, Albania should in particular:

Y continue strengthening | NSTATOsS andecsibur ces
servant posts;

Y adopt the new statistical |l aw and put mor
(such as the new official statistics programme);

Y further align macroeconomic statistilcs
deficit procedure notification.

Regardingstatistical infrastructure, the legal framework is partly in line with the European
Statistics Code of Practice and classifications are in line with EU standards. The new
five-year programme on official statistitsr 20172021 was adopted in February 2017 but is

yet to be accompanied by a detailed action plaNSTATO6 s budget and
insufficient for fully implementing the EU acquis in statistics.INSTAT has concluded
agreements with data custodians oreasdo administrative data to facilitate the statistical use

of such data. A Memorandum of Understanding was signed in October 2016 between
producers of official statistics (INSTAT, BoA and Ministry of Finance) on improving the
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national accounts statistiesidd communication and data transmission between parties. During
2017 memoranda of understanding were signed with 12 different statistical agencies and other
public institutions for accessing administrative data. INSTAT has improved the range and
quality d the statistics it publishes. Since January 2017 INSTAT transmits data to Eurostat
through the Electronic Datafiles Administration and Management Information System.

On macroeconomic statisticsannual and quarterly GDP data continue to be produced base

on the production and expenditure approach, in current and constant prices. Supply and use
tables and derived inpautput tables are produced and harmonised with the concepts and
definitions of the European System of Accounts (ESA 2010). Excessivat geficedure
notification tables are sent regularly to Eurostat on a-éféstt basis, but they are not
complete.During September 201TNSTAT released for the first time the full list of public
institutions in the government sectoHowever, further impvements are needed in
Government Finance Statistics.

As regards structurabusiness statistics data collection and production have further
improved. INSTAT produces and publishes the Harmonised Index of Consumer Prices
(HICP). Expenditures are classilieusing the European Classification of Individual
Consumption by Purpose ECOIC@GHdigit classification. Sincéirst quarter 2017 the time
series of ShofTerm Statistics are published regularly every quatbvelopment of a
Service Producer Price Indestarted in February 201Efforts are under way to improve
tourism statistics. INSTAT carried out a pilot survey, harmonised with EU regulation, during
April 2017 and a fullscale survey during May 2017. During March 2017, INSTAT conducted
the ICT survey b businesses.

More detailedsocial statisticsneed to be produced. The Labour Force Survey is conducted
regularly and micralata are provided to Eurostén. 2016, INSTAT launched for the first

time a fullscale EU statistics on income and living conditions {HUC) survey among the
representative gross sample a6 households. Labour cost statistics (LCS) are calculated

on the basis of a Labour Cost Survey, which is conducted every 4 Jharsecond Survey

has been launched for the period April 204atil 2018. Statistics on external migration and
asylum are partially aligned with EU legislation. Quarterly publications on crime statistics
were published throughout 2017. The annual pubbcati o f 6Women and Men
was enriched with 15 additional indicators, including ciibecific indicators in the areas of
demographics, health, justice, education and labour.

Agricultural statistics are partially aligned with the Eldcquis INSTAT oconducted the
Annual Agricultural Survey 2016 in collaboration with the Ministry of Agriculture, Rural
Development and Water and the data were published in 2017. The final data of the Census of
Agriculture Holdings 2012 was published in October 2017. ThenFstructure Survey has

yet to be implemented.

Environment and energy statisticsare in line with the Elacquisto a very limited extent.
INSTAT produces the Balance of Electricity twice per year and publishes the Balance of
Energy produced by the Nationagiency of Natural Resources. Shtetm energy statistics

are still produced as volume data for electricity only. Detailed data on urban waste statistics
are in line with the Elacquis Air emission accounts are partially in compliance with the EU
requirements. In 2017, for the first time, INSTAT produced data on ecorwitly material

flow and environmental taxes as part of environmental accounts. Data on environmental
expenditure is not yet being produced due to continued lack of information.
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5.19. Chapter 19: Social policy and employment

EU rules in the social field include minimum standards for labour law, equality, health and
safety at work and nediscrimination. They also promote social dialogue at European level.

Albania hassome level of preparatn on social policy and employmer@ome progressas
been made on increasing labour market participation and the quality and effectiveness of
labour market institutions and services, and on implementing the national employment and
skills strategy (NESS)of 20142020. Albania has initiated the restructuring of employment
governance stipulated in the revised law on vocational education and training (VET).
Employment and human capital development statistics have improved from the previous year.
The employmenrate and labour market participation remain low, and the informal economy
is still a significant job provider.

In the coming year the country should:

Y ensur e sufficient human and finangi al
implementationof employment and social policies and to carry our meaningful social
dialogue;

Y develop a strategic approach to tackle t

Y intensify eff or 2820 sooial prateptiorestregegyt including thraug. 5
further progress in social care reform and linkages with active labour measures and
strengthening the role of local government in implementation.

On labour law, the amended Labour Code is being implemented. The monitoring of the
implementation of the LaboWCode amendments requires strengthening of data collection and
instruments for disaggregated data. Labour inspectorate capacity and performance should be
further increased and investigations of suspected cases of fraud and misconduct by social
inspectorsstrengthened. Child labour remains a concern, with more effective measures
needed to prevent it. There is also a need to improve the system of monitoring child labour.

Regardinghealth and safety at work the 20162020 occupational, safety and health polic
document and its action plan are under implementation. The Labour Inspection Law was
amended in March 2017, but labour inspection is struggling with low financial and human
capacities. Reported accidents at work fell from 125 in 2015, to 107 inZ0% and
fatalities at work decreased from 28 to 13. Nineitye workers suffered accidents in 2016,
and 101 in the first 9 months of 2017. Most of the accidents (60 %) occurred in mines,
manufacturing and construction. Statistical data on health and siifetged to be improved.

Social dialogueremains weak in both the private and state sector. Regarding tripartite social
dialogue, the mandate of the members of the National Labour Council has expired and should
urgently be reestablished. The appointmeoftthe new members is still expected. Significant
efforts are needed to transform it into an effective social dialogue forum, aiming at improving
collective bargaining. Intensification of bipartite social dialogue, in particular at local and
company levelis also needed. At regional level, the decision on a tripartite Regional
Consultative Council, consisting of representatives of employers' organizations, trade unions
and representatives of state structures, is still expected to be adopted.

Onemploymentpolicy, the administrative restructuring led to the dismantling of the Ministry
of Labour and reduction in human capacities, which can have negative effects on the
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implementation and the design of employment policies and measures. While there has been
improvement in the labour market, the employment rate and labour market participation
remain low and the informal economy significant. A ftedm review of the NESS and its
action plan should be conducted in the first half of 2018. In February 2017 the réi@$ed

Law was adopted but its bylaws have yet to be adopted. No progress has been made in
extending employment and VET services to rural areas. Significant efforts should be made to
adopt the Albanian Qualification Framework. The law on employment promotion
programmes has still not been adopted. Less progress has been made in linking the reform of
social assistance to the employment and skills development programmes available.

Public employment services were strengthened and the image and outreach ofQfibesir
have improved. Further efforts should be made to finalise the reorganisation of the remaining
employment offices.

The unemploymemate decreased to 15.6 % in 2016 from 17.5 % in 2015, but remains high,
particularly among women, young people andge with disabilities. The data available on

the second quarter of 2017 show that the unemployment rate further decreased to 14 %, 1.6
percentage points below the same period in 2016 and with a downward trend from the
beginning of the year-Q.3 pp.). Log-term unemployment remains a challenge to be
addressed through more flexible and tailored policy interventions. During the first half of
2017, over 460 undeclared workers were identified and over 1 650 urgent measures imposed.
Inspections carried out iude 2017 show that 37 % of employees are declared as paid at the
minimum wage.

Institute of Statistics has sufficient resources to contribute to policies with comprehensive and
reliable data. The wage gap methodology still needs to be aligned with Evegsisgements.
Special attention is needed to urban/rural ratios in all latelated statistics. There were no
developments regarding use of the European Social Fund.

As regards social inclusion and protection, the national strategy on social protec20d5

2020 is under implementation. The Law on Social Care Services entered into force in
November 2016 and the Law on the Rights and the Protection of the Child in February 2017.
The 20172020 nati onal agenda for c R01F,gomeotings r i g
stronger governance in the protection of such rights. In December 2016 the Council of
Ministers approved the criteria, procedures, documentation and the amount of economic aid
for offering more autonomy to local government units. The usdhe Management
Information System for disabled beneficiaries is already approved and is being implemented
in a pilot phase. The process of transitioning from institutional to commbaggd care for
vulnerable groups is being piloted in Durrés, Shkaaet Saranda. Foster care was promoted

by the state social services but needs to be further developed and regulated.

Regarding the Social Inclusion Policy Document for 20080, little progress has been made

in setting up the necessary structures or glagf arrangements for implementing the policy.

The government should step up its efforts to ensure there is a comprehensive plan for building

up the capacity of all line ministries and local governments to implement the actions in the
document. In 2016, & government developed a social housing strategy but the budget
allocated for (social) housing programmes is limited and does not provide for all proposed
actions to be carried out . To addr ess ma n
international bodis in the field of housing and forced eviction, the Council of Ministers
approved a fulfledged draft social housing law in April 2017. However, this draft was
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withdrawn following the restructuring of the government after the elections in June 2017, and
IS not yet adopted.

On non-discrimination in employment and social policy, there have been legislative
amendments in the employment and workplace environment for women. These concern the
amendment of the Labour Code defining and reversing the burden ofippeases of sexual
harassment.

As regardsquality between women and mein employment and social policy, the gender

gap in employment decreased in 2016 to 12 %, 2.5 p.p. less than 2014. The 2017 World
Economic Forum Gender Gap Index report showed Albania improved compared to 2016
(rising from rank 62 to 38 out of 144 counffje The 2017 index ranked Albania third on
wage equality for similar work and #Gor women in ministerial positions. There are not
enough kindergarten and early childhood education and care facilities in the country to enable
parents, especially womem work. In rural areas, in 2016 women were overrepresented as
contributing family earnerdn the third quarter 2017, agriculture employs 35 % of employed
males and 42 % of employed females.

Concerns remain over the proportion of women in the informallab@rket, especially the
textile and shoe industries, without adequate labour and social protection. There are also
concerns over the lack of disaggregated data on the number of women in the informal labour
economy.

5.20. Chapter 20: Enterprise and indugrial policy

EU industrial policy strengthens competitiveness, facilitates structural change and
encourages a businefgendly environment that stimulates small and meésized
enterprises (SMESs).

Albania is moderately prepared in the area of enterprise and industrial poli§ome
progresswas made by introducing incentives to stimulate investment in the tourism sector
and maintaining a focus on the principles of the Small Business Act.

In the coming year, Albania should in pewlar:

Y take steps to enhance SMEs' ability to han
Y raise the effectivenesshelipdctionglae; i mpl ement at
Y speed up the full alignment odve; its | egisla

Y pursue the reduction of the regulatory bur
main business environment challenges in the policy areas concerned.

The 20142020 business and investment development strategy sets the strategic framework
for Al b a rentergiise and industrial policy and addresses its strategic approach to
industry and competitiveness. Albania is following the Sdtakt Europe 2020 regional
initiative which mirrors the Europe 2020 strategy and has already adopted an &otidor p

its implementation. The business and investment development strategy isuttings and

sets out the roadmap for: business development, including SMEs and increased competitive
skills; developing innovation; promoting sustainable growth; andingeghe conditions for
attracting foreign investment. In January 2017 the government adopted an action plan based
on a O0triple helix6é model t hat i ncorporates
and private sectors together with universitldswever, its implementation needs to be further
improved. An innovation map Albania portal was launched. The national strategy on
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employment and skills for 2012020 and its action plan address the measures needed to
develop and consolidate the labour nedrk

Albania has partly aligned its definition of SMEs and the relevant legislation which regulates

this issue with the EU definition. Albania follows the implementation of the Small Business

Act. The methodology and templates for full regulatory impaséssment were finalised by

the end of 2016. Albania has intensified its coordinated actions against the informal economy
and aanbdbanmal ityd action plan for 2017 has
Council of Ministers Decision was adopted on ftanng the performance indicators on

fighting informality. Despite some improvement in the business environment, SMEs continue

to identify the informal economy and unfair competition as well as the unclear ownership of
property titles as the main challegy as well as the enforcement of the rule of law and better
implementation of public consultation law.

In the area ofenterprise and industry policy instruments the Albanian Investment
Development Agency has implemented and manages dedicated fundingmerds that

stimulate entrepreneurship in tourism, handicrafts and innovation and to support inward
processing I ndustry and competitiveness. A
programme for SMEs and the Enterprise Europe Network through a consaetiuly lthe

Investment Development Agency. The second European Enterprise Network project is being
implemented until the end of 2018. Business incubators are not yet properly developed in
Albania and few pilot experiences can be identified. Albanian lemisla partially aligned

with the 2011 Late Payment Directive.

Regardingsector policies specific studies were completed in 2017 in the copper industry and
leatherfootwear sectors as part of structural reforms under the economic reform programme
aimed atencouraging private investment in these areas. A national strategy on innovation and
technology was adopted in December 2017. In the first half of 2017 regulatory measures and
fiscal incentives in the tourism area were adopted which were followed int80a8iscal

incentive package for-8 st ar hotels. Al baniads Law on t|
Economic Zones, amended in 2015, provides for the creation of a technological and economic
development area. Businesses have only benefitted to a sitesit #om the industrial zone

facilities.

5.21. Chapter 21: Trans-European networks

The EU promotes trarSuropean networks (TEN) in the areas of transport,
telecommunications and energy to strengthen the internal market and contribute to growth
and empbyment.

Albania hassome level of preparationin the area of tranEuropean networksSome
progresswas made in preparing the strategic framework for developing transport and gnergy
networks.Some progreswas also made on its gas interconnection dueetantiplementatior
of theTrans Adriatic Pipeline project.

In the coming year, Albania should in particular:

Y accelerate the devel opment of the transpo
national strategies for transport and energy and with infigtsire investment prioritisatio
under the Single Project Pipeline and the connectivity agenda;

>
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Y proceed with har moni si n gacduibaad theeeguationsfon a me wc
TEN-T (transEuropean transport networkahd TENE (transEuropeanenergy networks)),
and with implementing connectivity reform measures;

Y strengthen the institutional framework and administrative capacitgwelop and monitor
transEuropean networks.

On thetransport networks, Albania is progressing in settingup teountrydés str a
framework. Albania intends to harmonise the legal and institutional framework with the EU
TEN-T Regulation andhe Transport Community Treaty, signed in June 2017. Albania
participates actively in the Sou#fast Europe Transport Obsexvg and Western Balkan 6

(WB6) processes, focusing on improving connectivity within WB6 and with the EU. The
national transport strategy and action plan for 2PQB0, adopted in November 2016,
envisages the development of the indicative extension afEineT Comprehensive and Core
Networks to the WB6, aligned with TEN guidelines and EU standards and regulations.

Albania has made progress on repairing roads, rail and maritime infrastructure, especially that
linked with the Adriatielonian Corridor and @rridor VIII.

Albania ispartially alignedwith theacquison a single European railway area, railway system
interoperability and rail freight corridors for competitive freight. Further efforts are needed to
align with the Directive on intelligeritansport systems and the steps needed to implement it
are still awaited

The national energy strategyis in the consultation phase with stakeholders. It aims to cover
the development of the energy sector up to 2030. The gas master plan (GMP) has been
adoped by the Council of Ministers in February 2018. Further efforts need to be made to
adopt the strategic framework (namely the national energy strategy as well as the strategic
environmental assessment and project identification plan related to the GMRv&oping

TEN-E projects. Progress was madetbe infrastructure for power transmission. The Trans
Adriatic Pipeline is progressing well and is expected to be operational in 2020. Major gas
interconnector projects are provided for under the GMP.

Albania has functional power interconnection lines with Greece, Montenegro and Kosovo. A
400 kV interconnection line between Albania and Kosovo was finalised in June 2017 but is
not yet used. The inability to use this interconnection has a financial cost fanialand
Kosovo. OST S.A. and KOST SA, respectively the Albanian and Kosovo power transmission
system operators, have therefore officially requested the assistance of the Energy Community
Secretariat and the European Commission to start the operatianliofeth

The construction of the 400 kV line between Elbasani in Albania and Bitola in the former
Yugoslav Republic of Macedonia was approved in June 2016 by the Council of Ministers and
the tendering procedure for project preparation is still ongoing.lilbas projected to cost

EUR 70 million. For this reason, the Council of Ministers approved an agreement between
Albania and Germany on financial cooperation for the project. The agreement was ratified by
the Albanian Parliament in January 2017.

Albania has shown some progress towards building up itisétutional framework and
administrative capacity for developing tragsropean networks for transport and energy.

Albania also participates in the EU macemional strategy for the Adriatic and loniRegion
(EUSAIR) where improving connectivity (transport and energy networks) is a main priority
for the regional issues.
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5.22. Chapter 22: Regional policy and coordination of structural instruments

Regi onal policy is the Etdifable and inctusive economicf o r [
growth. Member States bear responsibility for its implementation, which requires adequate
administrative capacity and sound financial management of project design and execution.

Albania ismoderately preparedin the area ofegional policyand coordination of structura
instrumentsSome progressvas made with the signature of the Financing Agreement far the
2016 IPA national programme, completing the entrustment process.

In the coming year, the country should in particular

Y strengthen its administrative capacity, especially the Central Finance and Contracting Unit
(CFCU) of the Ministry of Finance, the| Natio
Audit Authority;

Y accel erate t he dopumentation ta avoiddelays ih theuseoof EUdunds
and difficulties in meeting contracting deadlines, as observed in the 2013, 2014 and 2015
programmes;

Y increase programming capacity in |ine¢ with
improvethe design of mature sector project pipelines.

On thelegislative framework, the rational strategy fordevelopment andntegration and
several sectoral reform strategies have kastopted and are being implemented. A national
mediumterm budget plan stilheeds to be drafted and adopted. Adequatéinencing
capacity for EU programmes at national and local level has yet to be established.

Regarding thenstitutional framework, t he r eorgani sation of Al b
general elections in 2@laffected the progress of setting up the institutional bodies to
implement the regional development policy and manage Ethquession assistance (IPA).

The functions of national IPA coordinator were transferred to the Minister for Europe and
Foreign Affa r s . The coordinatoroés support of fice
Il ntegrated policy management groups set up
government 6s Strategic Planning Committee h
needed to fully establish adequate structures and make them operational. The integrated
policy management group on competitiveness still has to be made operational. Coordination

on EU integration and EU assistance needs to be ensured between nationetrations

such as the Ministry for Europe and Foreign Affairs, the Ministry of Finance and Economy,
the Prime Ministerds Office and |l ine ministr

On administrative capacity, the problems faced by the Audit Authority were partially
addressed in 2017 bycreasing its staff. However, further capadtyilding measures should
be taken for the Audit Authority and the CFCU, in particular for the public procurement

process. The CFCU6s procurement department s
volume of tendering procedures effectively and promptly. The supervisory capacity of the
Nati onal Aut horising Officer6s Support Oof fi

retention strategy needs to be developed for all indirect management structures. The
administrative capacity and monitoring of the integrated policy management group
secretariats still need to be improved and business continuity ensured.

Further efforts are still needed to ensure multiannual spce@ramming in line with the
sectoral apach under the IPA framework for 202020. The number of integrated policy
management groups should be expanded and new sectors identified. The involvement of
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development partners, local governments and civil society organisations in sectoral dialogue
should be improved. The authorities provide input into the-taich review of the IPA
country strategy paper. The national project pipeline of investments, including those for
regional development, is not yet fully aligned with the medtarm budget programe and

the planning and management of nationwide public investment.

On monitoring and evaluation, there is slow progress on setting up the Sector Monitoring
Committee (for IPA 1l). Thecommittee ensures the proper monitoring of EU-gureession
assistancand the process for establishing it has to be finalised soon. The committee needs to
meet regularly.

Regardingfinancial management, control and audit procurement procedures under IPA Il
indirect management were suspended. This is causing delays imgaedliering procedures
for the 2014 and 2015 programmes.

5.25. Chapter 25: Science and research

The EU provides significant support for research and innovation. All Member States can
benefit from the EUO&S r esear clscienificexcellenceme s ,
and solid investment in research.

Preparations are at aarly stagein the area of science and reseai®bme progresshas
been made over the last year, especially with the adoption of the national strategy for
scientific research, technology and innovation for 220Z2.

In the coming year, the country should in particular:

Y increase i nvest me rttownaommiteents and Eunopeari Researdh n e
Area priorities;

Y strengthen participation in Horizon |[2020,

participation rate.

On research and innovation policy the national strategy for scientific research, nedtbgy
and innovation for 2012022 was adopted following broad public consultation. The

W

strategyb6s action plan is designed to promo

Horizon 2020. In January 2017 the government approved the-ZIPI7 action planto
support the development of innovative policissmulating better links between academia,
industry and government.

Investment in research and measures to strengthen research and innovation capacity at

national level need to be stepped up. peecentage of research & development expenditure
in relation to GDP remains low at around 0%5f GDP. Albania has no national roadmap
for research infrastructure. I n September
strategy started unddhe lead of the Ministry of Education, Sports and Youth and in
cooperation with the European Commission.

As regards EUframework programmes, Albania participates in Horizon 2020 as an
associated country. At the end of 2017, the number of Albanian applicadtincreased to

249 from 146 in 2016, but the success rate remains comparatively 0% @o#npared to
14.7% overall for Horizon 2020). Private sector participation in the programme remains very

20

low. The Albanian earhgtage or experienced researchera r t i ci pating +n Mar

Curie Actions have been increasing steadily over the last years, counting a total of 21 funded
talented researchers since 2014.
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On integration into thé&uropean Research AreaAlbania has so far endorsed 29 bilateral
scientific cooperation agreements with EU countries, Western Balkan states and/or other
countries worldwide.

Concerninglnnovation, the government adopted decisions establishing three programmes
managed by the Albanian Investment Development Agency for ZDdrpetitiveness Fund:

6 companies benefited from a total of EUR 58 712; Innovation Fund: 1 project received EUR
3 077; Starup Fund: 2 projects were approved and received EUR 4 466.

5.26. Chapter 26: Education and culture

The EU supports cooperation inl@cation and culture through funding programmes and the
coordination of Member State policy through the open method of cooperation. Member States
must also prevent discrimination and facilitate the education of children of EU migrant
workers.

Albania ismoderately preparedin the field of education and cultur8ome progresshas
been made on education especially by improving the curricular framework fsclpwel
education and standards of development and learning for children a§egd@s.Some
progresswas registered in vocational education and training (VET), with the adoption pf the
revised VET Law.

In the coming year, Albania should in particular:

Y ensur e-universiey edueation strategy and the higher education reform are
implemented and fther improve teacher training;

Y ensure the VET Law is fully I mpl ement ed,

legislation, and review/expand the current funding system and arrangements for VET;

Y adopt and i mplement t hr20182202 20 ntad [srt e sad rewey

cultural heritage.

On education and training, progress was made with the approval of the curricular and
legislative frameworks. The level of psehool participation was 81.5 % in 2016 (slightly
down from 83 % in 2015) anghrticipation in lifelong learning participation was very low at

1 % in 2016. The enrolment of Roma and Egyptians irsph®ol education increased by
5%, in elementary schools by 25 %, in middle school and high school by 27 % and in
pre-university eduction by 22 %. However, their enrolment rates remain very low overall.

The new VET Law was adopted in February 2017 but related implementing legislation has
yet to be adopted. Qualification standards and framework curricula for most VET
programmes are beingiodernised, even though some Albanian schools lack the teaching
skills and equipment to put them into practice. Participation in VET is increasing, mainly
through promotion of the VET services. It is planned to expand the responsibilities of the
NationalAgency for VET and Qualifications to include VET teacher training andfaomal
training. Albania should also make progress in ensuring VET is inclusive through targeted
measures for rural women, people with disabilities, Roma and Egyptian minoritieshand
populations at risk of exclusion, especially in rural and remote areas.

Moderate progress was made in implementing the Law on Higher EdueatioScientific
Research. Remaining bylaws still need to be apprdvexjress was made on recognition of
diplomas which is now offered online. Some steps have been taken to implement the 2014
2020 preuniversity education strategy; however it is still at a very early stage, especially
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regarding teacher training and delivery of the new curricular frameworkedDisation,
infrastructure works are ongoing but further efforts are needed to improve the infrastructure in
small cities and rural areas as well.

The results in all areas of the Programme for International Student Assessment (PISA)
surveysmproved overtie last three testing roun009, 2012 and 2015) and preparation for
Al baniab6s participation in PI SA 2018 has sta

Special measures have been taken regarding the inclusion of vulnerable groups into formal
education; their enrolment rates had incrdagring the academic year 2016/2017.

Participation in the Erasmus+ programme has been further improved, especially in Capacity
Building in Higher Education, where two Albanian higher education institutions participated
as project coordinators for thedirtime and in the International Credit Mobility action, where

1 193 mobilities were granted last year, which represent an increase of +11.5 % in relation to
the previous year and more than 3 400 since the first call was launched in 2015. Participation
in the Jean Monnet programme significantly increased with four selected projects.

On youth, the Regional Cooperation Office's headquarters has been established in Tirana
during the second half of 2017. Government priorities for youth continue to promote youth
participation employability. Six Youth Centres have been established in the last two years:
three in Tirana and three more outside the capital. Young Albanians and Albanian youth
workers and youth organisations continued benefitting from the funds aeliottabugh the
Erasmus+ National Agencies. More than 1 700 young participants benefited from one of the
three Youth mobility actions since 2014 (mobility of youth workers, youth exchanges and the
European Voluntary Service).

As regards the culture sectting national strategy orulture for 20182022 is in its drafting
stage. The draft law on cultural heritage was approved by Council of Ministers in 2017.

The Law on Copyright and Other Related Rights came into force in October 2016. In line
with the 2005UNESCO Convention on the Protection and Promotion of the Diversity of
Cultural Expressions, a new Law on the Protection of National Minorities has been adopted.

Albania continued to participate in the EU Creative Europe programme with good results in
literary translations over the years.

5.27. Chapter 27: Environment and climate change

The EU promotes strong climate action, sustainable development and protection of the
environment. EU law contains provisions addressing climate change, water and aiy,qualit
waste management, nature protection, industrial pollution, chemicals, noise and civil
protection.

Albania showssome level of preparationin this areaSome progresshas been achieved |n
further aligning policies and legislation with thequis especially through the review tife
national strategy on waste managemeHbwever, significant efforts are needed |on
implementation and enforcement.

In the coming year, Albania should in particular:

Y ensure an adequate budget, finalise the eroi®mg environmental strategy and
strengthet he environment agency6s monitoring and
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Y develop the legal, institutional and policy framework for water, @ngrove the

environmental impact assessment process, especially in the hydrpmmnstruction and

mining sectors

Y start i mpl ementing the Paris Agreeme
national strategy and legislation on climate change as well as related energy and t
policies

nt an(
ransport

As regardshorizontal issues further progress is needed to achieve full alignment
implementation.The environmental impact assessment process needs to be consi

and
derably

strengthened, especially in the hydropower and mining sectors. Some permits for the

construction of new hydropaw plants and tourist resorts in protected areas have been i

ssued.

Substantial efforts are needed to align the process with the EU standards. The Directive on
infrastructure for spatial information has not yet been transposed. Albania has taken some
stepsto improve cooperation with civil society organisations, but more work is needed to
achieve effective public participation and consultation in the deemm@king process,

particularly at the local level. Further progress is needed to achieve full cooaphath the

remaining crosgutting aspects of the directives on environmental liability, environmental

crime and environmental inspectiohe lack of a secondary legal framework

for

environmental liability and the inappropriate permits and requiremdras result are
hampering the establishment of an adequate process and assessment of environmental liability

for damage to the environment.
More efforts are needed to further align the legislatioraiorquality with the acquis.The

national strategy for miquality and the law on ambient air quality need to be properly

enforced. The idective on ambient air quality and cleaner air for Europe has been

fully

transposed buturrent air quality monitoring practice is not in line with EU requirements.
Albaniaprepared a first draft annual assessment report for JaBeatgmber 2017 based on
available air quality data. Online data access, disclosure to the public and accreditation of

public authorities to undertake the monitoring need to be ensured.
The legal famework forwaste managemenis partially aligned. The national strategy

on

waste management (covering 2€@P5) is being revised but implementation remains at an

early stageWork done on waste landfills has brought waste treatment facilities clotder
EU standards. Further efforts are needed to close the over 306ommtiant landfills,
increase the separate collection of different waste streams and redweast@d=Economic
instruments to promote recycling and prevent waste generation remaiedlimihe
construction of an incinerator in Elbasan which started to operate last year and pl

to

ans for

further investment in incinerators pose concerns in terms of compliance with EU principles

since disposal and incineration are lénest preferred waste magement options.

On water quality the level of alignment remains partial. A National Agency for Water
Supply and Sewerage was established, and perforptsesl contracts between
municipalities and water utilities were put in place. Further efforts ardedet® strengthen

the capacity of utilities and the central level and to improve the subsidy scheme. Further
progress has been achieved in the licensing process for waste water collection and treatment.

However, the performance and connections to wastervggstems need to improve. Effo

rs

have been made to combdlegal connections.The responsibility for water resource

management was transferred from the Ministry of Agriculture, Rural Development and

Water

Administration to t he®©nlyRneiomie sMidefined rivemr basn Of f |
management plans exists and it has not yet been implemented. Nine marine/coastal protected
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areas are registered. The integrated water resource management strategy has been prepared
but not adopted yet. Water qualdynd its monitoring system have improved. The number of
operational waste water treatment plants increased but their impact is limited by
underdeveloped networks and household connections. There is a strong need to extend sewer
networks and treatment plantstably in urban, coastal and tourism areas.

Alignment with theacquisin the field of nature protection, in particularthe Habitats and

Birds Directives, is well advanced. The level of transposition of the Habitats and Birds
Directives has increased.oltever, effective protection for designated protected areas still
needs to be guaranteed. Furthermore, investments in hydropower need to comply with nature
protection obligations.

Alignment with the EU legislation oimdustrial pollution and risk managementis still at

an early stage. Capacity constraints are hampering progress in implementing the legislation on
prevention of chemicals accidents. Permitting is not fully compliant with all legal
requirements.

Onchemicals Al bani a0 s redurd andetinanate getsistant otganic pollutants is
currently being reviewed. Some positive steps have been taken towards aligning with the EU
Regulation on registration, evaluation, authorisation and restriction of chemicals (REACH).
However, the adopin of the implementing legislation and the establishment of adequate
capacity are still needed.

Administrative capacity for preparing strategioise maps and action plans needs to be
strengthened.

No civil protection strategy is in place and there isikied administrative capacity. Albania is
gradually implementing its emergency communication system in accordance with the single
European emergency number 112, but is not linked to the EU Common Emergency and
Information System vyet.

Climate change

Albania has achieved some level of preparation, but alignment is still limited. A national
strategy on climate change consistent with the EU 2030 framework on climate and energy
policies stildl needs to be adopted. It sho
Determined Contribution (NDC) to the Paris Agreement and also contain a plan on
adaptation. The latest reorganisation that established the Ministry of Tourism and
Environment provided no specific structure for climate change, which might jeopardise the

Pais Agreement implementation. Laws and plans in the fields of transport and energy
efficiency help to mainstream climate change

Regarding its reporting obligation under the United Nations Framework Convention on
Climate Change, Albania submitted its third national communication but did not attend the
UN Climate Change Conference in 2017.

The law on climate change and accompanying decisions, partly transposing provisions on
monitoring, reporting and verificationf greenhouse gas emissions and on accreditation of
verifiers in the EU Emissions Trading Directive, still need to be adopted. Further efforts
should be made on emission standards for new cars and vans and related consumer
information. The same goes for @&ff sharing, geological storage of g@nd greenhouse gas
emissions from land use, land use change and forestry. Considerable strengthening of
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administrative capacity, sustainable financing of the sector and awararssg activities
are needed.

5.28. Chapter 28: Consumer and health protection

EU rules protect consumers in relation to product safety, dangerous imitations and liability

for defective products. The EU also ensures high common standards for tobacco control,
blood, tissues, cells and orgarend medicines for human and veterinary use. The EU also
ensures high common standar dsbofder healthgareantd di n g
tackling serious crosborder health threats including communicable diseases.

Preparations are atirly stagein the area of consumer and health protection. Theresoras
progress over the last year, notably on strengthening the effectiveness of the Consumer

Protection Commission (CPC), analysing business practices and raising consumer awareness,
andthrough the adoption of the national health strategy for -20P®. However, significant
progress needs to be made to ensure everyone in Albania has healthcare coverage.

In the coming year, the country should in particular:

Y further align its legislatio with theacquison tobacco control, on substances of human
origin and ormedicines for human and veterinary use

Y improve access to services for vulnerable populations, including women, Roma and
Egyptian minorities, people with disabilities and popolasiin rural or remote areas;

Y implement the national health strategy by allocating adequate funding and staffing |at both
central and local level.

Consumer protection

Regardinghorizontal aspects,the capacity of the CPC and of other consumer protection
bodies was strengthened through training and by sharing knowledge of EU legislation and
enforcement practices.

In product safety-related issues the Market Surveillance Inspectorate, which was
established in 2016, still needs to be better staffed and made fully operatatiahal
legislation ispartly aligned with the Elacquis

In non-safety-related issues awarenessaising materials weremdae avai |l abl e on t
website.

Public health

On horizontal aspects the 20162020 national health strategy, adopite#lay 2017, seeks to
achieve universal healthcare coverage. However, further efforts are needed to strengthen the
governance of publitiospitals and healthcare quality. Albania should ensure that adequate
funding and staffing are allocated to fully implement the new policy at both central and local
level. Although reporting of health data by public and private health service providers has
been established, further efforts are needed to improve the quality and coverage of the data.

National legislation op at i ent s 6 r-borden heslthcara has yetac & aligned
with the EUacquis The Ministry of Health and the National Agency afdrmation Society
are the authorities responsible &health issues.

As regardsrare diseasesthe national 4nealth strategy is being developed in cooperation
with the World Bank.
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In the field ofserious crossborder health threats including communicable diseaseghe

legal basis on communicable disease prevention and control is in place and is designed to be
in line with theacquis However, its implementation through secondary legislation is still
lacking. There is a national alert, responaad surveillance system for communicable
diseases. However, no national plan for implementing international health regulations has
been put in place yethe national immunisation coverage rat®7%. There have been no

new communicable diseases rela@daccination.

Albania does not yet have an antimicrobial resistance action plan.

Onblood, tissues, cells and organshe relevant legislation is still not fully aligned with the
acquison blood safety. Otobacco control the law to protect public health against tobacco
products, which is designed to be aligned toattguis is being implemented.

Legislation ormedicines for human and veterinaryuseis not aligned with thacquis

With regard tahealth promotion regardingnon-communicable diseaseghere is a national
cancer control plan but appropriate structures for cancer screening services and a cancer
registry have yet to be set up.

No developments can be reported in the argaaftal health. With regard tonutrition and

physical activity, malnutrition is a critical issue, especially for children and pregnant women.
Albania is encouraged to develop a nutrition plan and increase awareness in school and
community centres of the risks related to malnutrition

On drug abuse prevention and harm reduction prevention activities have taken place
sporadically, mainly initiated by the Department of Health Promotion and the Institute of
Public HealthThe social and economic reintegration of drug addicts has lisiteckess.

On health inequalities access to services needs to be strengthened for vulnerable
populations, including women, Roma and Egyptian minorities, people with disabilities and
populations in rural or remote areas.

5.29. Chapter 29: Customs union

All Member States are part of the EU customs union and follow the same customs rules and
procedures. This requires legislative alignment, adequate implementing and enforcement
capacity, and access to the common computerised customs systems.

Albania ismoderately preparedin the area of the customs uni@ome progressvas made
in particular the Customs Code entered into force, the organisation was restructured and risk
management improved.

In the coming year, the country should in particular:

Y a p p legalhprovisions and develop the New Computerised Transit System;
Y advance the registration of authorised eco
Y pursue the fight against smuggling, i mport

As regards customs legislation, the CustoCode which entered into force in June 2017 is

broadly aligned with thacquis In January 2017, the Albanian customs administration (ACA)
updated the Nomenclature of the Goods in line with the EU Combined Nomenclature. The
countryos sy sebtaml gda@amteesiuhsrmanises] with EU rules. However, the
customs decl aration O0scanning feesd contrave
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charges having equivalent effect on trade between the EU and Albania. The guide for
implementing the commm AlbaniaKosovo transit procedures was approved in December
2016. In 2016 and 2017 national legislation and procedures were prepared to align with the
acquisin the area of the Common Transit Convention.

Tariff suspensions and tariff ceilings are not eaged at the moment. Binding tariff
information and explanatory notes are published by ACA, and anonymised decisions on
administrative appeals by the respective court. Rules eprefierential origin are included in

the 2014 Customs Code and accompanyingplementing provisions. The Regional
Convention on Paiuro-Mediterranean (PEM) preferential rules of origin is applied in
Albania.

The Customs Code's rules on valuation are aligned with EU rules. The risk management
system is automated and compares ipEport and transit data against active risk profiles.
However, further harmonisation with EU rules is required. The legislation on customs
enforcement of intellectual property rights is harmonised witlatigelis The customs control

system for drug preur sor s, dangerous <chemical produc!H
harmonised with the 1988 UN Convention against lllicit Traffic in Narcotic Drugs and
Psychotropic Substances. Differences betweenatitpiis and national rules on cash and
goodstransporte i n travellersd baggage remain in re
1 million or ca. EUR 7 500) and the declaration form. ACA does not impose sanctions for
nondeclarations or migleclarations, but confiscates the cash and passes it on to itteeqol
Attorney General ds office for criminal prose

On administrative and operational capacity Albania adopted the Business Strategy of the
Customs Administration which comprises the mission and strategic objectives for the period
20172021, inclueghg an objective on enhancing IT systems and platforms. A new
organisational structure of ACA entered into force in January 2017, further amended in
January 2018, with the aim of strengthening professional training and implementation of the
Code of Ethicsas well as increasing transparency. In 2017, 148 disciplinary measures were
taken against customs officials, including 95 cases considered by the Disciplinary
Commission and 7 terminations of service.

Electronic local customs clearance is functioning,Ibgystems are only fully interconnected
with the Directorate General of Taxation and the Directorate General of Road Transport,
while conditions for direct access are created to police and prosecution.

5.30. Chapter 30: External relations

The EU has a gqoamon trade and commercial policy towards third countries, based on
multilateral and bilateral agreements and autonomous measures. There are also EU rules in
the field of humanitarian aid and development policy.

Albania ismoderately prepared in the area of external relatiorfSome progressvas made
in coordinating and facilitating trade policy.

In the coming year, Albania should in particular:
Y i mpl ement the national action plan on trad

Y ad o p tevant kegislatioe ih the field of export control of duse goods, and prepare
participation in the Wassenaar multilateral export control arrangement;
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Y strengthen the administrative capacity of
dealing withtrade with the EU and the Central European Free Trade Agreement (CEFTA);
work within the World Trade Organisation (WTQO) framework, in particular with a view to
implementing smoothly the WB6 multiannual action plan for developing a Regional
Economic AreaREA) in the Western Balkans.

On thecommon commercial policy Albania continued to coordinate its positions and align

its policies closely with those of the EU, including within the WTO. It has ratified the WTO
Trade Facilitation Agreement and notified fist of commitments, which now need to be
carefully reviewed in order to speed up implementation. In addition, Albania needs to submit
the notifications required under Articles 1.4, 10.6.2 and 12.2.2 of the WTO Trade Facilitation
Agreement.

The NCTF heldtwo meetings in 2017 and adopted a national action plan for-2020
which needs to be duly implemented.

In October 2016 Albania adopted its national control list of -dsal goods in line with the

2015 Commission Delegated Regulation on the controlxpbrs, transfer, brokering and

transit of dualuse itemsFurtheralignment with theacquison export controls of dualse

goods remains to be completddh er e has been no progress towa
the Wassenaar multilateral export cohtarrangement. Albania has not transposed the
legislation related to the EU Regulation concerning trade in certain goods which could be
used for capital punishment, torture or other cruel, inhuman or degrading treatment or
punishment.

During the reportig period, Albania signed 12 new bilateral agreements on
economic/trade/technical cooperation. In total, it has now in place bilateral agreements with
36 countries, including 13 EU Member States. Albania has finalised an exercise in mapping
and analysing hateral investment treaties (BITs) with regard to the need for harmonising
them with EU law. Albania has in place BITs with 45 countries and 6 more BITs are under
negotiation with Slovakia, Iran, Canada, Morocco, Lebanon and Iceland.

Albania continued itsactive participation in CEFTA. In addition, it made important
commitments at the WB6 summit in Trieste to implement a multiannual action plan for
developing a REA in the Western Balkans. Implementing the action plan will deepen and
widen economic integrain within the region, based on EU rules and standards. The
government of Albania has established a mechanism for implementing and monitoring the
REA. In February 2018 the Albanian Government adopted the draft law on adoption of
additional protocol 5 of #1 agreement with CEFTA countries, which remains pending
adoption by Parliament.

Administrative and operational capacity needs to be strengthened: following the
restructuring of the Ministry of Finance and Economy, organisational units in charge of trade
with the EU, CEFTA and WTO are covered by an Ad Hoc Working Group composed of four
experts. This Working Group also covanctions of the Technical Secretariat supporting the
National Committee for Trade Policy and Facilitation (NCTF).

Albania has no policy framework fodevelopment cooperatiofaid or agency for
development cooperation with third countries. The 2001 Lawon-Profit Organisations
recognises the potential activities of such organisations in the fiégldne&nitarian aid and
entitles them to carry out development and humanitarian aid activities in and outside Albania.
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5.31. Chapter 31: Foreign, security anddefence policy

Member States must be able to conduct political dialogue under EU foreign, security and
defence policy, to align with EU statements, to take part in EU actions and to apply agreed
sanctions and restrictive measures.

Albania has aood levelof preparation. Some progresswas made through the ongoing
security upgrade of armament and ammunition storage facilities. The newly established
national Small Arms and Light Weapons (SALW) Commission is operational. Albania
continued to participate in fitary crisis management missions and to align with |EU
positions.

In the coming year the country should in particular:

Y finalise the work on an evidendxased strategy on SALWS, continue improving [the
security of armament and ammunition storage faalitad establish a Firearms Focal Point
in the Albanian State Police.

The regularpolitical dialogue between the EU and Albania on foreign and security policy
issues continuedF6r more information on relations with other enlargement countries and EU
Membe StatesseePolitical criteria d Regional issues and international obligati®ns

Al baniab6s Ministry of Foreign Affairs and Mi
able to participate in the common foreign and security policy and the common security and
defence policy. On theommon foreign and security policy Albania supprts the Global
Strategy for t he European Uni onoés Foreign
invited, with all relevant EU declarations and Council decis{@f® % alignment)during the

reporting period (For more information on developments camieg the International

Criminal Court,see Political criteriad Regional issues and international obligations).

Albania continued to participate in some, but not all, international export control
arrangements anthstrumentson non-proliferation. The next step would be starting the
process of adhering to the Wassenaar Arrangement.

Albania has made further progress in implementing the action plan for destroying surplus
weaponry. Clearance of hotspots contaminated with unexploded ammunition caniihae
destruction of the last batch ofo87 SALWs was finalised in October 2016. The security
upgrade of the armament and ammunition storage facilities in Qafe Molla was completed in
December 2016. Staff from the Ministry of Defence and the Albaniare $talice have
undergone specialised training in the physical security of armaments and ammunition and
stockpile management. The security upgrade of the Albanian State Police central armament
storage and two evidence rooms in main police stations is egpecke completed in 2018.
Albania is encouraged to establish a Firearms Focal Point in the Albanian State Police.

An awareness campaign on the dangers of the misuse and illicit possession of weapons was
implemented in Novembddecember 2016 targeting bogiolice personnel and the civilian
population. Following the campaign, the government approved a-niwath amnesty for
voluntary surrender of weapons which led to a significant collection of SALWSs, pieces of
explosives and ammunition. Albania is encoectp examine and destroy weapons collected
through this campaign.

The online register of weapons and ammunition is currently installed in police stations
throughout the country and the relevant personnel have been trained in the use of its software.
In June 2017 the government signed the decision formally establishing theministerial
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SALW Commission with the task of coordinating and monitoring all SALW comnélalted
activities in the country. The National SALW Commission is now operational. Iru&sbr
2018, Albania contributed to the unanimous adoption of a regional Joint Statement of deputy
ministers of interior and foreign affairs of SotEast Europe, strengthening its commitment
towards SALW control in the region.

Albania continued to engage taely with international organisations. It maintained a

robust presence in a number of NATO missions, including some of strategic importance for
the EU (e. g. NATOO6s Maritime Group in the Ace
efforts to address thaigration/refugee crisis).

On security measures negotiations are continuing on the arrangements for implementing the
agreement on security procedures for exchanging and protecting classified information,
signed between the EU and Albania in March 2@@éncluding the negotiations will allow

the agreement to enter into force.

Albania continued to actively participate in military crisis management missions under the
common security and defence policynotably EUFOR Althea in Bosnia and Herzegovina
and EUT™ Mali.

5.32. Chapter 32: Financial control

The EU promotes the reform of national governance systems to enhance managerial
accountability, sound financial management of income and expenditure, and external audit of
public funds. The financial controlmils f ur t her protect the EUOGS
fraud in the management of EU funds and the euro against counterfeiting.

Albania ismoderately preparedin this areaSome progressvas made during the reporting
period, especially with raisingwareness on managerial accountability, piloting external audit
manuals in line with international standards and establishing quality control measures. The
Commi ssi onods 2016 recommendati ons wer|e par
institutions do notdlly implement the public internal financial control (PIFC) legislation, and

the rate of implementing internal and external audit recommendations remains low.

In the coming year, Albania should in particular:

Y prepare a comprehensive PIFC policy paper with a specific focus on managerial
accountability;

Y ensure effective followup to the annual PIFC assessment by addressing systemic
weaknesses, especially in the delegation of duties and performance reporting;

Y adopt a riskbased external audit approach that will outline how to gradually reduge the
number of compliance audits and increase financial and performance audits

Public internal financial control

The strategic framework is broadly in place. While thellPC reform is addressed in the
2014-2020public financial management reform strategy and its action plan, there is not yet a
clear policy on managerial accountability and how it applies to institutional responsibilities,
resource allocatiorreporting on lhe achievement of objectives, and financial management
The 2016 annual PIFC review was presented to the Council of Ministers and published in
May 2017, while the main findings were discussed in the Parliament in June 2017. The PIFC
Council has become opironal in 2017 holding two meetings. A mechanism for effective

93



coordination, monitoring and reporting of the public administration, public financial
management and PIFC reforms still need to be put in place.

Managerial accountability is not yet well embedded in the administrative culture, despite
several awarenesaising events in 2017. Following the restructuring in 2017, all ministries
have managerial structures broadly aligned with the budget structure. Institutional
accountabily is hampered by unclear accountability and reporting lines between agencies
and their parent institutions. Supervision over stat@ed enterprises is limited. Performance
management is not yet developed, although some ministries use performance sdicator
monitor implementation. Decisiemaking in the institutions is centralised with very little
delegation to middle management. The financial management and control law defines
accountability only in relation to financial management. Specific guidaegend the current

legal framework on delegating duties of employees to governance units is nessl@&lllic
administration reform

Legislation oninternal control implementation is largely in line with the internal control
framework of the Committee @ponsoring Organisations (COSO) and the guidelines of the
International Organisation of Supreme Audit Institutions (INTOSAI). The revised financial
management and control manual was approved in November 2016. Implementation is not
systematic by all institions. As reported in May 2017, 93 % of budget institutions have
internal control procedures in place. Risk management is still at an early stage, although 70 %
of institutions have prepared risk registers and corresponding action plans. Declarations of
assurance are systematically signed by senior management, but in the absence of a delegation
framework, they are more of a formal exercise. Centralised budget inspection is regulated in
line with PIFC requirements. The Financial Inspection Directorate iMthistry of Finance

and Economy has four inspectors who are supported by a further 85 inspectors chya case
case basis. In 2016 20 inspections were carried out compared to 5 in 2015. The work focuses
on financial mismanagement, fraud, theft, properstrdetion, abuse of duty and corruption.

The legislation orinternal audit practice is in line with international standards. Manuals,
codes of ethics and internal audit charters are in place. In 2017, the share of certified auditors
in the public sectornicreased compared to 76 % in 2016, when the revised national
certification scheme was first implemented. In 2017, @entral Harmonisation Unit

(CHU) carried out a quality review in two ministries under a new methodology. Until the end
of 2016, 49 municiglities out of 61 (80 %) have created internal audit units and 33 public
units have not performed internal audit service. The number of internal audit
recommendations is high, 7 718 in 2016, with a shift from mainly financial aspects towards
improving decsion-making processes, policies, procedures and drafting of strategies. There is
a high acceptance rate of recommendations by management, although the level afigollow
decreased from 62 % in 2015 to 47 % in 2016.

The CHU provides methodological guidaraaed monitors implementation of internal control
and internal audit, by analysing sasessment reports and conductingsita visits. The

2016 PIFC report provides recommendations on improving PIFC implementation; however
the government needs to ensura@e systematic followup.

External audit

The State Audit l nstitutionbés (SAI) functi ol
out in the constitutional and legal framework in line with INTOSAI standardsFull
implementation of the legdlamework will need to be further ensured.
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Concerninginstitutional capacity, professional development of auditors has been a priority

in recent years with on average 25 training days per auditor per year. The SAl adopted its
2018 audit plan according to m@sk-based assessment methodology. The new strategic
development plan for 20183022 was adopted in December 2017. The strategy on
communication for the period 202019 was approved in July 2017.

As regards thequality of audit work, the audit activitiesdo not yet comply with the
International Standards of Supreme Audit Institutions (ISSAI). The focus is on compliance
audits determining economic damage and violations of rules, rather than on audits that could
help prevent such damage in the first pladee Tocus on producing a large number of audit
reports annually negatively impacts the quality of audit work and recommendations. Financial
audits do not yet result in professional audit opinions. New compliance and financial audit
manuals were first pilotkin 2016. The first IT audits were conducted in 2016 and 2017. A
Code of Ethics from December 2016 guides audit work. In 2017, SAIl took steps towards
improving quality assurance and control in line with ISSAI. In May 2017 the SAIl and the
CHU signed a newemorandum of Understanding to better coordinate and monitor the
follow-up to audit recommendations.

Theimpact of auditworki s | i mi t ed. I n 2017, 52 % of SAI
organisational improvements were accepted by auditees and of 6Be8e¢ are under
implementation. Audit reports are summarised quarterly and published on a regular basis on
the SAl website. The SAI 2016 annual audit report was submitted to Parliament and presented

to the Economy and Finance Committee in October 2017.

Protection of the EUOG6s financi al i nterest s

As regardsacquis alignment, the main elements are in place. Thational Anti-Fraud
Coordination Service (AFCOS) is a unit within the Directorate of Financial Inspection, in

the Ministry of Finance and EconomyAn AFCOS network, involving other relevant
authorities, is in placeThe irregularity management manual was approved and the
cooperation agreements with relevant nati on
cooperation with the European Commissio includes cooperation during <he-spot

missions andrregularity reporting through the Irregularities Management System. So far, 1
case has been reported through the system since Piodf® is no antiraud strategy yet in

place to address the protecthn o f t he EUG®O s Effective eapacity @ karryi nt er
out investigation activities has yet to be ensured and a solid track record in investigations and
reporting on irregularities needs to be further developed.

Protection of the euro against couterfeiting

Albania has not yet ratified the 1929 International Convention for the Suppression of
Counterfeiting CurrencyAcquis alignment is partially ensured with the definition of
counterfeiting banknotes and coins, as well as the procedures for gathering, storing and
withdrawing them from circulationTechnical analysisis performed by the National
Analysis Centre of the National Bankooperation at the national and international level is
ongoing. Acooperation agreemewnith the European Commission on coins is in place, while

an agreement with the European Central Bank on banknotes is pending. Albania takes part in
the actions of the Pietes 2020 programme. Albania has an agreement with Europol on
cooperation in combating the counterfeiting of currency and means of payment since 2014.
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5.33. Chapter 33: Financial and budgetary provisions

This chapter covers the rules governing the fogdof the EU budget ("own resources").
These resources mainly consist of i) contributions based on the gross national income of each
Member State; ii) customs dutiegnd iii) a resource based on vakaglded tax. Member
States must have the appropriatenmadistrative capacity to adequately -oodinate and
ensure the correct calculation, collection, payment and control of own resources.

1”4

Albania hassome level of preparationin this area.Some progresswas made in the
underlying policy areas that affect thenctioning of the EU funding system. This progress

consists in implementation of the 2016 Organic Budget Law, the fiscal rule and the
continuation of the public finance management reform.

Albania should make efforts to:

Y further align its relevant legliation with the European System of National and Regipnal
Accounts (ESA 2010) requirements;

Y further align its legislation with the EU provisions on VAT and customs duties;

Y set up solid coordination structures and implementing rules and working preseduyr
ensure that it will be able to collect, control, manage and report on its own resourceg in line
with the EUacquis.

There was some progress on the underlying policy areas affecting indirectly the own
resources systemsde chapters l®axation, 18Staistics, 29Customs union and 32
Financial contro).

Albania has structures in place for levying customs duties at the point of import, it operates a
national VAT system and the national accounts and GDP and GNI estimates are partially
based on ESA 2010astdards. Although the Institute of Statistics has taken measures to
systematically evaluate all potential sources of -epnaustiveness, considerable efforts
remain necessary to ensure the exhaustiveness of the national accounts and GNI calculations.
Additional efforts are needed to ensure effective measures are taken to formalise the grey
economy and combat fiscal evasion and customs duty fraud.

Some amendments to property tax, income tax and the telAbase that were introduced in
the 2018 fiscal package are expected to improve tax collection and management and increase
general tax revenues.

On administrative infrastructure , the Ministry of Finance and Economy has overall
responsibility for financiband budgetary issues. Albania will need to work on setting up the
relevant institutions involved in the own resources system, a coordination body and
implementing rules. These are needed to ensure that from accession it will be able to correctly
calculae, forecast, account for, collect, pay, control and report to the EU on own resources in
line with theacquis
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ANNEX | 'ERELATIONS BETWEEN THE EU AND ALBANIA

The Stabilisation and Association Agreemenbetween Albania and the EU came into force

in April 2009. Albania presented its application for membership of the European Union on 28
April 2009. The European Council of June 2014 endorsed the decision of the General Affairs
Council granting Albania camdhte status. In November 2016 in view of the progress in
meeting the key priorities the Commission recommended opening accession negotiations with
Albania subject to credible and tangible progress in the implementation of the justice reform,
in particularthe reevaluation of judges and prosecutors (vetting).

In the reporting period, Albania has implemented smoothly its obligations under the
Stabilisation and Association Agreement (SAA). Regular political and economic dialogue
between the EU and Albania$ continued through the relevant structures under the SAA.
The SAA Committee and Council met in October and November 2017, respectively.
Meetings of subcommittees and of the special group on public administration reform were
held. The Stabilisation and Aaciation Parliamentary Committee gathered in Tirana in
February 2018.

Visa liberalisation for citizens of Albania travelling to the Schengen area has been in force
since December 2010. As part of the monitoring mechanism in place since visa libenalisatio
the Commission has been regularly assessing the progress made by the country in
implementing reforms introduced under the visa roadmap. The monitoring mechanism also
includes an alert mechanism to prevent abuses, coordinated by the European Border and
Coast Guard Agency (EBCGA).

A readmission agreement between the EU and Albania has been in force since 2006. Albania
signed the draft status agreement for operational cooperation with EBCGA, which will enable
the deployment of EBCGA teams with executivavpos on Albanian territory, and ensure a
better management of irregular migration. Albania signed in February 2018 the Memorandum
of Understanding on the drugs component of the EU Justice Programme.

The EU provided financial assistance to Albania underlsgument for Pre-accession
Assistance(IPA 1) in 20072013 with a total allocation of EUR 594 million. The assistance
has been predominantly implemented under direct management by the EU Delegation in
Tirana. The indirect management modality has bewndoced with a pilot approach for the

IPA 2012 and 2013 national programmes. Under IPA Il (22020), Albania benefits, in line

with the priorities set out in the indicative strategy paper, frorapecession assistance with a

total indicative allocatiorof EUR 649.4 million. The Framework Agreement for IPA Il
entered into force in April 2015. The 262817 action programmes for Albania provide EUR

170 million to promote reforms in key sectors such as democracy and governance and rule of
law and fundameat rights and provide EUR 113 million to invest in competitiveness and
growth. They include budget support operations for public finance management, public
administration reform, employment and vocational education and training, home affairs and
transportas well as an EU integration facility. Albania benefits from support under the IPA
multi-country programme and it participates in five crbesder cooperation programmes

with neighbouring Western Balkan countries and Member States, as well as in toaradnati
cooperation programmes under the European Regional Development Fund and the IPA
Adriatic crossborder programme. Albania participates with IPA support in the EU
programmes Erasmus+, Creative Europe (Culture and Media strands), Employment and
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Social Imovation, Horizon 2020, Customs 2020, Fiscalis 2020, Competitiveness of
Enterprises and Small and Meditfized Enterprises Programme (COSME) and Europe for
Citizens.
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ANNEX Il T STATISTICAL ANNEX
STATISTICAL DATA (as of 19.02.2018)

Albania

Basic data Note 2005 2012 2013 2014 2015 2016
Population (thousand) 3135 2899 2 896e 2892e 2886
Total area of the country (km?) 28750 | 28750 28750 28750 28750 28750
National accounts Note 2005 2012 2013 2014 2015 2016
Gross domestic product (GDP) (million 80416 | 133281 | 135005 | 139530 | 142779 | 147279
national currency) 3 1 3 5 9p 1p
Gross domestic product (GDP) (million 6475 9586 9625 9969 10218p | 10722p
euro)

GDP (euro per capita) 2150 3305 3325 3450 3547 3728
GDP per capita (in purchasing power 5000 8000 7800 8300 8500 8500
standards (PPS))

GDP per capita (in PPS), relative to the E 21 30 29 30 29 29
average (ELP8 = 100)

Real GDP growth rate: change on previou 5.5 14 1.0 1.8 2.2p 3.4p
year of GDP volume (%)

Employment growth (national accounts

data), relative to the previous year (%)

Labour productivity growth: growth in GDH

(in volume) per person employed, relative

the previous year (%)

Unit labourcost growth, relative to the

previous year (%)

**3 year change (T/33) in the nominal unit

labour cost growth index (2010 = 100)

Labour productivity per person employed:

GDP (in PPS) per person employed relati

to EU averag€EU-28 = 100)

Gross value added by main sectors

Agriculture, forestry and fisheries (%) 21.5 21.7 22.4 229 22.9p 22.9p
Industry (%) 11.1 13.3 14.6 14.8 13.9p 13.2p
Construction (%) 175 131 11.8 9.9 10.2p 10.5p
Services (%) 49.9 51.9 51.2 52.4 53.0p 53.4p
Final consumption expenditure, as a share 88.0 88.8 91.1 92.2 92.4p

GDP (%)

Gross fixed capital formation, as a share ¢ 37.9 26.5 26.1 24.2 24.6p

GDP (%)
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Changes in inventories, as a share of GDH

(%)

1.8

2.0

15

1.7p

Exports of goods and services, relative to
GDP (%)

23.0

28.9b

28.7

28.2

27.4p

Imports of goods and services, relative to
GDP (%)

47.9

47.6b

47.0

47.2

44.7p

Gross fixed capital formation by the gener
government sector, as a percenta&DP
(%)

Business

Note

2005

2012

2013

2014

2015

2016

Industrial production volume index (2010 3
100)

47.1

143.5

172.7

178.0

161.7

130.5

Number of active enterprises (number)

1)

46261

77508

78950

78920

95184

Birth rate:number of enterprise births in th
reference period (t) divided by the number
of enterprises active in t (%)

14.5

12.0

10.9

15.4
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Death rate: number of enterprise deaths i
the reference period (t) divided by the
number of enterprises active iPt)

People employed in SMEs as a share of &
persons employed (within the néinancial
business economy) (%)

2)

80.4

81.4

81.0

80.1

81.7

Value added by SMEs (in the nfinancial
business economy) (EUR million)

2)

843

2020

1867

1949

2083

Total value added (in the ndimancial
business economy) (EUR million)

2)

1345

2918

2803

2871

3124

Inflation rate and house prices

Note

2005

2012

2013

2014

2015

2016

Consumer price index (CPI), change relati
to the previouyear (%)

3)

20

24

1.9

0.7

2.0

2.2

**Annual change in the deflated house pri
index (2010 = 100)

Balance of payments

Note

2005

2012

2013

2014

2015

2016

Balance of payments: current account totg
(million euro)

4)

-589

-978

-891

-1076

-884

-812

Balance of payments current account: trag
balance (million euro)

4)

-1477

-2226

-1963

-2216

-2299

-2 603

Balance of payments current account: net
services (million euro)

4)

-140

440

226

323

525

797

Balance of payments currestcount: net
balance for primary income (million euro)

4)

131

166

91

122

174

100




Balance of payments current account: net
balance for secondary income (million eur

4)

897

880

680

725

768

821

Net balance for primary and secondary
income: of whichgovernment transfers
(million euro)

**3 year backward moving average of the
current account balance relative to GDP (§

-11.5p

-10.8p

-10.1

-9.6p

-9.0p

**Five year change in share of world
exports of goods and services (%)

Net balance (inwareoutward) of foreign
direct investment (FDI) (million euro)

647.9

923.2

811.5

818.4

936.5

Foreign direct investment (FDI) abroad
(million euro)

65.1

21.6

57.7

71.9

6.1

of which FDI of the reporting economy in
the EU28 countries (million euro)

Foreign direct investment (FDI) in the
reporting economy (million euro)

712.9

944.8

869.2

890.4

942.5

of which FDI of the EUJ28 countries in the
reporting economy (million euro)

259.5

272.7

319.5

242.3

**Net international investment position,
relative to GDP (%)

-42.9

-43.2

Year on year rate of change in gross infloy
of remittances (in national currency) from
migrant workers (%)

0.7

-18.9

8.0

1.2

0.9

Public finance

Note

2005

2012

2013

2014

2015

2016

***General government deficit / surplus,
relative to GDP (%)

-3.5

-3.4

-5.0

-5.2

-4.1

-1.8

***General government gross debt relative
to GDP (%)

58.2

58.2

61.7

66.1

69.1

68.7

Total government revenues, as a percent:
of GDP (%)

25.4

24.8

24.2

26.3

26.6

27.6

Total government expenditure, as a
percentage of GDP (%)

28.9

28.2

29.2

31.5

30.6

29.4

Financial indicators

Note

2005

2012

2013

2014

2015

2016

Gross external debt of the whole economy
relative to GDP (%)

4)

25.6

57.5

66.2

69.5

74.7p

73.5p

Gross external debt of the whole economy
relative to total exports (%)

4)

110.6

198.6

228.8

246.3

272.7

253.5

Money supply: M1 (banknotes, coins,
overnight deposits, million euro)

1801

2023

2109

2524

2749

3170

Money supplyM2 (M1 plus deposits with
maturity up to two years, million euro)

3434

4816

4942

5161

5174

5365
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Money supply: M3 (M2 plus marketable
instruments, million euro)

4614

8080

8192

8538

8703

9198

Total credit by monetary financial
institutionsto residents (consolidated)
(million euro)

**Annual change in financial sector
liabilities (%)

**Private credit flow, consolidated, relative]
to GDP (%)

**Private debt, consolidated, relative to
GDP (%)

Interest rates: dato-day money rate, per
annum (%)

5)

4.10

4.47

3.80

2.92

2.26

1.49

Lending interest rate (one year), per annu
(%)

6)

12.38

10.28

9.52

7.66

7.77

5.89

Deposit interest rate (one year), per annui
(%)

7)

5.08

5.38

4.17

1.92

1.35

0.80

Euro exchange rates: average of period (1
euro = ¢é national c

124.19

139.040

140.262

139.97

139.74

137.364

Tradeweighted effective exchange rate
index, 42 countries (2005 = 100)

**3 year change (T/93) in the trade
weightedeffective exchange rate index, 42
countries (2005 = 100)

Value of reserve assets (including gold)
(million euro)

1208

1972

2015

2192

2880

2945

External trade in goods

Note

2005

2012

2013

2014

2015

2016

Value of imports: aljoods, all partners
(million euro)

2096

3797

3699

3941

3882

4169

Value of exports: all goods, all partners
(million euro)

159

1531

1761

1827

1728

1771

Trade balance: all goods, all partners
(million euro)

-1566

-2 267

-1938

-2114

-2154

-2399

Terms of trade (export price index / import
price index * 100) (number)

89

115

119

119

120

116

Share of exports to E28 countries in valug
of total exports (%)

75.5

75.6

76.7

77.4

75.4

77.9

Share of imports from EA28 countries in
value oftotal imports (%)

71.3

63.2

64.3

61.1

61.8

63.1

Demography

Note

2005

2012

2013

2014

2015

2016

Crude rate of natural change of populatior

(natural growth rate): number of births

7.2

5.3e

5.2e

3.6e
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minus deaths (per thousand inhabitants)

Infant mortality rate deaths of children und 7.6 7.9 7.9 7.1

one year of age (per thousand live births)

Life expectancy at birth: male (years) 76.3e 76.2e

Life expectancy at birth: female (years) 80.2e 79.7e

Labour market Note 2005 2012 2013 2014 2015 2016
Economic activity rate for persons aged 2 71.9e 67.6e 68.6e 71.3e 73.3e
64: proportion of the population aged 3@

that is economically active (%)

*Employment rate for persons aged 2@: 62.4e 56.7e 56.6e 59.3e 62.1e
proportion of thepopulation aged 2®4 that

are in employment (%)

Male employment rate for persons aged 2 70.1e 64.8e 65.2e 68.1e 69.4e
64 (%)

Female employment rate for persons agec 54.9e 49.3e 48.5e 50.7e 55.0e
20i 64 (%)

Employment rate for persons aged 65: 56.3e 51.1e 51.2e 53.6e 54.8e
proportion of the population agedi®®! that

are in employment (%)

Employment by main sectors

Agriculture, forestry and fisheries (%) 46.1e 44.0e 42.7e 41.3e 40.2e
Industry (%) 9.1e 9.7e 11.0e 11.6e 12.8e
Construction (%) 8.2e 7.1le 6.4e 6.9e 6.5e
Services (%) 8) 36.6e 39.2e 39.9¢e 40.2e 40.5e
People employed in the public sector as & 15.7e 17.8e 17.5e 16.7e 15.6e
share of total employment, persons aged

64 (%)

People employed in the private sector as i 84.3e 82.2e 82.5e 83.3e 84.4e
share of total employment, persons aged

64 (%)

Unemployment rate: proportion of the 9) 14.1 13.4e 15.9¢e 17.5e 17.1e 15.2e
labour force that is unemployed (%)

Male unemployment rate (%) 9) 121 14.6e 17.8e 19.2e 17.1e 15.9e
Female unemployment rate (%) 9) 17.2 11.7e 13.5e 15.2e 17.1e 14.4e
Youth unemployment rate: proportion of th 29.8e 3l.4e 39.0e 39.8e 36.5e
labour force aged 124 that is unemployed

(%)

Long-term unemployment rate: proportion 10.3e 11.5e 11.2e 11.3e 10.1e
of the labour force that has been

unemployed for 12 months or more (%)

Unemployment rate for persons (aged 25 10.5e 13.6e 13.4e 12.0e 11.8e

64) having completed at most lower
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secondary education (ISCED level) (%)

Unemployment rate for persons (aged 25
64) having completed tertiary education
(ISCED levels &8) (%)

Social cohesion Note 2005 2012 2013 2014 2015 2016
Average nominal monthly wages and 10) 26808 | 50093 52150 53025 54000 54488
salaries (national currency)

Index of real wages and salaries (index of| 10) 83.8 108.8 1111 111.2 1111 110.7
nominal wages and salaries divided by the

inflation index) (2010 = 100)

GINI coefficient 11) 30 27

Poverty gap 3.9 3.0

*Early leavers from education and training 31.6e 30.6e 26.0e 21.3e 19.6e
proportion of the population agedia!

with at most lower secondary education w|

are not in further education or training (%)

Standard of living Note | 2005 2012 2013 2014 2015 2016
Number of passenger cars relative to 62.2 130.5 139.6 151.1
population size (number per thousand

population)

Number of mobile phone subscriptions 509.3e | 2015.0 | 18225 | 17425 | 1697.9 | 1836.5
relative to population size (number per

thousandpopulation)

Mobile broadband penetration (per 100

inhabitants)

Fixed broadband penetration (per 100

inhabitants)

Infrastructure Note 2005 2012 2013 2014 2015 2016
Density of railway network (lines in 15.8 14.6 12.6 12.6 13.8 12.2
operation per thousand km2)

Length of motorways (kilometres) 3

Innovation and research Note 2005 2012 2013 2014 2015 2016
Public expenditure on education relative t 3.3 3.3 3.3 3.3 3.1p 3.1p

GDP (%)

*Gross domestic expenditure on R&D
relative to GDP (%)

Government budget appropriations or
outlays on R&D (GBAORD), as a
percentage of GDP (%)
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Percentage of households who have inter 1.7 14.3 23.8b 25.0

access at home (%)

Environment Note | 2005 2012 2013 2014 2015 2016
*Index of greenhouse gas emissions, ,CO 9le

equivalent (1990 = 100)

Energy intensity of the economy (kg of oil 318.5 224.6 250.1 243.8 223.6p 223.1p
equivalent per D00 euro GDRat 2010

constant prices)

Electricity generated from renewable 93.6 65.1 75.0 60.6 80.8 100.5
sources relative to gross electricity

consumption (%)

Road share of inland freight transport (bag

on tonnekm) (%)

Energy Note | 2005 2012 2013 2014 2015 2016
Primary production of all energy products 1097 1605 1966 1876 2071 1936
(thousand TOE)

Primary production of crude oil (thousand 383 966 1138 1231 1276 1031
TOE)

Primary productiorof solid fuels (thousand 11 1 1 0 34 2
TOE)

Primary production of gas (thousand TOE 9 13 15 25 27 35
Net imports of all energy products (thousa 1119 461 670 809 282 486
TOE)

Gross inland energy consumption (thousa 2216 2101 2363 2345 2199 2267
TOE)

Gross electricity generation (GWh) 5443 4725 6 959 4724 5895 7782
Agriculture Note | 2005 2012 2013 2014 2015 2016
Agricultural production volume index of

goods and services (at producer prices)

(2010 = 100)

Utilised agricultural area (thousand hectar 1077 1201 1190 1178 1175 1182
Livestock numbers: live bovine animals 655 498 498 500 504 492
(thousand heads, end of period)

Livestock numbers: live swine (thousand 147 159 152 172 171 181
heads, end of period)

Livestock numbers: live sheep and live go 2701 2619 2723 2800 2751 2913
(thousand heads, end of period)

Raw milk available on farms (thousand 1076 1105 1131 1133 1131 1145
tonnes)

Harvested crop production: cereals 12) 511 697 703 700 696 698
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(including rice) (thousand tonnes)

Harvested crop production: sugar beet 0 0 0 0 0 0
(thousand tonnes)

Harvested crop production: vegetables 685 914 924 950 1030 1129
(thousand tonnes)

: = not available

b = break irseries

e = estimated value

p = provisional

s = Eurostat estimate

* = Europe 2020 indicator

** = Macroeconomic Imbalance Procedure (MIP) indicator

*** = The government deficit and debt data of enlargement countries are published on an "as is" k
and without any assurance as regards their quality and adherence to ESA rules.

Footnotes:

1)

2)

3)
4)
5)
6)
7)

8)
9)
10)
11)
12)

The Albanian Government is implementing an action plan to reduce the informal economy. As result,
active enterprises were registered for the finse in the statistical business register in 2015. Most of then
not new entities for 2015.

2005: based on NACE Rev. 1.1; coverage is Divisions 10 to 74-201% based on NACE Rev. 2; covera
is Divisions 05 to 82 and 95.

Variation betweemecember of one year and December of the previous year.

2005: based on balance of payments manual edition 5 (BPM5).

Annual average of the Tribor ratenterbank rate for overnight loans.

Average weighted rate applied on newri@nth loans ovethe respective month, on-t2onth maturity.

Deposit interest rate represents the average weighted rate for newly accepted deposits over the respe
month, on 12month maturity.

2013 and 2014: including persons who have not or could ndabsified to a particular activity.
2005: administrative data.

Public sector.

Measured by consumption.

Excluding rice.

106



	1.  Introduction
	1.1. Context
	1.2. Progress on meeting the conditions for opening accession negotiations
	1.3. Summary of the report

	2. Fundamentals first: political criteria and rule of law chapters
	2.1. Functioning of democratic institutions and public administration reform
	2.1.1 Democracy
	2.1.2. Public administration reform

	2.2. Rule of law and fundamental rights
	2.2.1. Chapter 23: Judiciary and fundamental rights
	2.2.2. Chapter 24: Justice, freedom and security


	3. Fundamentals first: Economic development & competitiveness
	3.1. The existence of a functioning market economy
	3.2. The capacity to cope with competitive pressure and market forces within the Union

	4. Regional issues and international obligations
	5.  Ability to assume the obligations of membership
	5.1.  Chapter 1: Free movement of goods
	5.2.  Chapter 2: Free movement of workers
	5.3.  Chapter 3: Right of establishment and freedom to provide services
	5.4.  Chapter 4: Free movement of capital
	5.5.  Chapter 5: Public procurement
	5.6.  Chapter 6: Company law
	5.7.  Chapter 7: Intellectual property law
	5.8.  Chapter 8: Competition policy
	5.9.  Chapter 9: Financial services
	5.10.  Chapter 10: Information society and media
	5.11.  Chapter 11: Agriculture and rural development
	5.12.  Chapter 12: Food safety, veterinary and phytosanitary policy
	5.13.  Chapter 13: Fisheries
	5.14.  Chapter 14: Transport
	5.15.  Chapter 15: Energy
	5.16.  Chapter 16: Taxation
	5.17.  Chapter 17: Economic and monetary policy
	5.18.  Chapter 18: Statistics
	5.19.  Chapter 19: Social policy and employment
	5.20.  Chapter 20: Enterprise and industrial policy
	5.21.  Chapter 21: Trans-European networks
	5.22.  Chapter 22: Regional policy and coordination of structural instruments
	5.25.  Chapter 25: Science and research
	5.26.  Chapter 26: Education and culture
	5.27.  Chapter 27: Environment and climate change
	5.28.  Chapter 28: Consumer and health protection
	5.29.  Chapter 29: Customs union
	5.30.  Chapter 30: External relations
	5.31.  Chapter 31: Foreign, security and defence policy
	5.32.  Chapter 32: Financial control
	5.33.  Chapter 33: Financial and budgetary provisions

	Annex I – Relations between the EU and Albania
	Annex II – Statistical annex

