St MEETING OF THE KOsov o NAP TRACEING MECHANIEM - 5T
Prisiing, Kasove, 16 February 2005

The sixth STM mecting was held in Pristina, Kosovo, on the 16" Lebruary 2006, Tt
wits 1he first meeting with the newly clected government. The Cammission expressed
the wish that the construcrive and iruitful cooperation established with the previous
povernment coniimues also with the new one. [t recalied that the visit of the
Commissioner [or Enlareement Ol Rebm o Pristing in Janoary 2005 reconfirmed the
commitment of the Commission 10 Kosove's progress towards (he European Umion,
The imponance that the EL artaches w Kosovo is also expressed by the Tact that the
mecting was atiended by all LU actors in Pristina,

Far the fitst ume specific sector workshops on cnergy and ceonomy were oreaniscd
on the margin of the STM main meetng, The practice proved successful and will be
adopled in the future.

1oL CUROPEAN PARTNERSILIP AND THE FOut 0wy -Lie TO THE THESSALONIK L AGENDA
The Action Plan on the European Parinership

The Commission thanked the SRSG and Kosove authorities for having adopled an
Action Plan, as a response o the recommendations issued in the EU Parlnership for
Kosovo. 'This demonstrates Kosovo's cagagement 1o the implementalion of the
Thessaloniki agenda as a means to progress towards EU approximation, As the
cxpenence of new EU Member States shows, the Action Plan can be a successfut tool
Lo forge povernmentul consensus and reinfores inter-ministerial coordination across
the entire administration.

The Action Plan is a living document which will need 1o he continuousty improved.
The Cominission stressed the need that the financial and hudpetary aspocts Tor the
implementation of the Plany are duly 1aken into account in future revisions and that the
Plan iz integrated in the domestic budeet provess. The realistc assessmuent of the
Tinancial needs wilt help the Commission and other intemational donors w Qurther
target their assistance, The Commission will provide technical comuments in writing,

EU compatibility of fepistation

LL commpatibluy of legislaton should be cnsurcd i all cases in both reserved and
transtored areas of compelence, Nevertheless, adopled leeistation and refimms shoold
be practical and workuble. Kosovo should take advantage of the assistance provided
by the turopean Agency for Reconstruction (FAR), the EU Member States and the
L expens of UNMIK Pillar 1V,

Ibe Assemhbly Presidency and Sceretariat will need to provide greater support and
invelvement w ensure the Implementation of refarms proposed by the LC-[unded
consortium {compnising the French dsvemblie Nationale, the German Bundesiag. the
Belpian Chambre des Representanre and the fesiin Doernariona! de Paris o
f3dfensey. The Assembly shoold nake quicker progress [or the adoption of the
corsortiua’s proposals on the rules of procedure and the establishment of a Council
for Legistation.

T Comnmission will seek 1o address the administrative diTficulnes Kosovo officials
2IC CXPCTIENCING to paticipate in TATEN seminars,



The Government need 1o address the corpatibility check of legishtion with LU
standards. Consideration shauld be civen o restarung the standardization cell within
the OfTice [or Legal Support Services {OLSS}) ol the Prime Minister's Office (PA10).

Public vocurement Law

The Commission capressed satisfaction that the new sovernment has cotmmnived kel
to amend the law in priority since the new public procurcnent legislation s not fully
FU compatible and 1t s very complicated and difficult 10 apply. The FAR s ready to
belp, but the PISG mnesd firsm 1o reach consensus on a new simplified and BU
compatible mstutional framework for this law taking o account best mternational
practice.

MMedia Law

The Commssion expressed concetn about the government’s mlentions to coninission
an overarching draft law on Media, as this could be merpreted as an fmiervention in
freedomn of expresston and therelore as a siep away from best European practises. The
Commission encourages the Kosovo institutions o coneentrate on the achicvement of
the prionty Standards, [n particular:

* Tbe drali law o cstablish an Independent Media Comnmisston (TMCY - currently
with the Asserubly - which still requives revisions to inake it aceord with best
Huropean practices.

¢ The drafting of the faw on Public Broadeastung o make sure that the law is in
agrecrnent with European standards {rom the outsel.

Census [aw

The Commission welcomed the publication of the census law and the PISG and
UNMIK engagement in the preparation of s population census in Kosovo, I is
irnportant that ths exercise be carried out in full respect of Luropean and incmatiomnal
standards. The Commtssion expressed concern that the date initially fixed for the
census 18 oo Behl The calendar and preparatory steps for the census should be
reviewed 1o ensure that they are realistic and achievable.

The buman and lnancizl capacity of the Statistical OfTice of Kosovo {SOK) will need
to be vastly reinforced m preparation for the census. Tt is expected that the action plan
ta implemunt the draft census project document that will be presented in March takes
il account the SOK shortcomines.

The PISG needs 1o cnsure that the on-going EC and EJ Member States assistance (o
50K - including the development of sustainable national accounts, which is purl of
Lthe Kosova Standards and crucial for improving cconomic planning - js not croded by
ncicased focus on the consus, At the cod of February, FUROSTA'T will visit Pristina
10 review our possible assistance i this area.

Reglonal Initiarives
Riewional Enerey Markat

Kosovo is expected 10 sign the Eazrey Community Treats as adhering partv. Tt is
expected thet the Treats will be signed = July and will enter into foree in the
hegimning of 2006 depending on the pace of sanfication by the signatomies. The
v ois enormots. 1wl create a by enerey
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market in South Fast Furope where Luropean rules and standards will apply. Tt is
expeeted 1o facthlate and encourage 1Fls and private invesiors™ invesiment. Tt will also
contribule Lo Lthe rationalisation of the marker through cnhanced cachanges, rust and
sobidarity.

UNMEK will continue nis cfforts 1o ensure appropriate Kosovo participation in the
South Fast Furope Transmission System Operators. The Commission will support
these efforts with the European Transmission Syvstermis Operators and other Balkan
countries,

SELE Transporl Network

Kosovo partigipates in the development of the SEE Core Transpont nervork and it
mlerconmection te the Trans Faropean perwork. Afier the establishment of the
Steermng Committee - the "Board" of the initiative - and the South Last Furope
Transport Observatory (SEETO) and the appoistment o the members of the
Commiitee, the Comumission will convene an inaugural meeling very soott. probably
n March.

Free Trade Aprcements (FTA)

The Commission encouraged Kosove lo continue working constructively wowards the
sighature of a FTA with the Former Yugostav Republic of Macedonia (FYROM) in
order to replace the existing one between FYROM and cx-FRY. The new I'T'A should
updaie, clanly and improve trade relations between the (wo regional partners and send
onc more signal for the need to promote temoual cooperation. The Commission will
pass the same message to the FYROM avthorities requesting their constructive
involvement.

UNMIK promised to publish the text of the FTA between Kosove and Albania as
5000 a5 passible.

Luropean Charter for Small Enemnises

The Comunission proposed that the next spring annual meeting ol the national co-
ordinators of the European Charter for Small Enterprises is orgunised in I'ristina in
April. The autamn wrap up mecting of the same process should be held in November
m Belgrade, The PISG in cooporation with TINMIK agreed to cosure the successtil
organisation of this regional meeting and (he roubte-free participation of alt Chartee
representatives. The Commission will write w Mr Naser Grajeeved, co ordinator for
the Furopean Charter for Small Loterprises in Kosovo and Director of Depagtment for
Private Scetor Developrent Policy in the Mintstry of Indusiry and Trade, 10 contirm
the above.

NTANDARDS FOR KOs 0

UNMIK and PISCGrogave an updale ol the process for the tmplememation of the
Fosovo Standards as well as of the established mechanisms, which are bascd on the
principles that the Standards cacretse and the STM are complemenary and mutually
reinforcing. The PISG reiterated their commiiment ta the Standards implementation
and indicated that they are draw ing on the methodology used (ot the 13, ENMIK
reported on the progress made in the implementaiion indicating that more effort was
necessars in particular m areas related 10 minoriy inierests.

The Commizsion would ke 1o recetve detnilad information on conerere progress in
compizance on the following areas al the next 5772 mesting:



1. Opcratiomalisatiom of the rules for the conduct of business in the Assembly and in

the Grovernment and ¢ivtl service,

Ensuring effeciive representation of minorily uuerests throughout tie legislanon

ProCess,

3. Increase minority conununitics” employment and participation in the public sector,
m the central and Municipal Government, in the Assembly and 0 the publicty-
owned enterprises and official ceonomic nsulutions - particutarly al dectsion-
making lovels,

4, A systematic campaign by pelitical and semior oflicial leaders 1o reach out fo
minarity communitics and returnces and intemally displaced persons, meludimg
speaking ot against any acts of aggression, intimidation and vandalism agamst
minority communitics. Intensification of public awarcness campaigns regandimg
the richts of minority commurnitics.

3.0 A cross-instiutional approach (o Property Rights 15 needed, includimg inter-
Minisicnal coordinstion, hetler exchanges with the Municipalitics and morc
cilicient use of the critninad and eivil cowts and the police for property-refaced
decistons and their implernentation. Mewal occupation and use of property must be
prevented and sanchoned.

6. Language policics need o be respected. Stynage needs 1o comply with lanpuase
requirements. More  cffcetive and  conmistent  translation and  inferpretation
provision is needed.

|-

DesorRACy, RULE OF EAw, MINORITY CORNMUNITIES

Progress addressing the causes of the March 2004 events

The Comnission weleomed the prowess made for the reconstruction of private and
public properly fellowinyg the March 2004 violent ovents and stressed the importance
that displaced people are given the effective possibility to return and stav. Pillar T ol
LNMIK made a presentanion of the state of play regarding the prosecention of ihe
porpelralors.

The Commission congratalated the PM [or hes letier 1o the 'residents of the municipal
councils of 23 January, asking (or concrete action on the arcas rolaled to the
implementation of the nuli-cthnic standardy and requested a close follow-up of nor-
compliant  nwnicipalitics and the establishment of mechanism 1o address non-
performance.

As repards restoration of religions sites, the Conunission informed the meetimg thatl it
has carmarked €2 milhon for this purpase and underlined the need for the Serbian
Orthodox Church o be constructively wvolved unblocking thus the resioration
Process.

Mintstry of Retwras and Communiiies

The Commission welcomed the csablistiment of this new Ministry and stressed the
nzed {or a strong leadership by the Kosovo central government as a whole 1o
mumcipahities in order 1 achieye sustainable rewomns. Cooperation with UNAMIK (i,
(Mfce of Remwens and Communities and Oflice of local communities) and other
donors 15 necessary, Fhis Ainistry wiil noed w work closchy with the 1'M and all
Kosovo mstintions. Trapsparcncy in the establishinent of the new Mimsioe will he a
wey facton for L support.



The exisung UNMIK coordination and implementation {framework and policy [or
return and commuraty sustainability programmes should serve as a startine poiot for
revision and improvement of the process. As one of the hey donors in this ficld. the
Commission cxpeessed the wish to be associated in the policy dialogue,

Ministry for Locaf Self-Governmenr

The Commission weleomed the establishment of this new Minisery, 1t reminded thal
lhe EU attaches great importance o the tssue of self-government reform as refleried
m Lhe conclusions of the General Affairs and Lxternal Relulions Council of 26 Tuly
2004 and the statement of the last Contact Group in Pristina. For this Minisiry wo,
transparency in its establishment will be a key factor 10 reecive FU support.

Ecosomy

The Comnussion welcomed the decision ol the 118G to draft 2 Kosovo Development
Plan for the peried 20072010, The Kosovo Development Plan should be realistic and
build on existng cxercises such as the ESPIG and the Medium Term Expendiwre
Framework {MTEF). The Commission assured the PISG that they could count on its
support through advice and assistance.

The Commission cxpressed its concern on the short and medinm term sustainahility of
the Kosovo public (inances, in particular in view of high increases in expenditure in
20004 which led tv a sizeable public deficit and a rapid depletion of cash reserves. The
Commission stressed the need for the PISG o pursue fiscal consolidation and to
sirengthen their efforts, togother with UNMIK, 1o prepare an MTFF which is key o
any reliable fimancial plannmyg but also to renewed donors support.

All participams cxpressed their satisfaction about the restart of privatisation, and
highhghted the need fin the process o advance further in 2005, 1t is cncouraging that
incorporation of Publicly Owned Enterprises (POLs) has siarted but much remains to
be done, and indecd swifily, in this crucial arca. The Kosovo Trast Agency will
submit 1o the Commussion a report on the progress of implementation of the audit
recommmendations in POEs,

Afler some delays, discussions on Luropesn Investmeat Bank (113 fending o
Kosovo advanced and the signature of a [ramework asreement between the IR and
LINMIK 15 expecied to take place shortly. While EIR lending alone cannot address
Kosovo™s huge investment needs, it s expeeted that it could also give a positive signal
to ather polenttal favestors. Fiforts towards the jdentification of bankable projects
should cominue in close couperation with other donors,

Missmy statistics, in pariicular in the ceconomy area, is a major weakness of Kosovo,
LHorts to enhance the eapacity of the Staustical Office of K osovo, including national
accounts and the preparation and implementation ol the popilation census should be a
priottty, There are numerous microcconomic andior practical matters that Kosovo can
anid should address immiediately without waiting tor the stanis question to he resolved,

EXERGY

The Cormmussion expressed concern about the precaricus cleciricity sivuation. For the
short and medivm term (e wnil 20000 KEK s viability shocld he ensneed. tking
e aceount the considersble FL s past o csiment in the cleetnesy sectoz, This will
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noecessitate imperant and urgent jnerventions o (1) incorporme and restructurs KK



and improve its managerment, (23 rachically increase billing and vevenoe collection and
{3} fmdd the neeessary (unds for KEK to maintain and uperade the electricity sysiem,
among ohers, from the Kosovoe budget. Active participation and support [rone PISG
are meispensable as well as from afll UNMIK Piltars. UTNMIK and PISG should
support the Turn-Around-Management {or the implementation of theie 2005-2010
Plan for the recoverv ol KEK., For the fonger run Kosovo will need high invesiments
o extend and modermise ny electricity sysiem. Tnvestments should be made in the
framework ol the Energy Community Treaty, which is expected to enter into loree in
the beginning of 2006 with the objective of creatiny a larees eneroy markel in South
Fasg1 Lurope. where solidanty and trust will preside and the EC geguis will apply. The
conclusions and recommendations of the EC-funded Generation Investrnents Suucty,
expected 1o he eud of April, should be wken inlo account,

The Commission welcamed the recent establishment of the Minisiry for Lnerey and
Mining and stated its readiness 1o provide 1echnical assistance for capacity building.
Prerequisite for such support s the transparency in the establistment and staffing of
the new msttuton, 1t is cxpecled that this Ministry will play a (undsmenal rale in the
closer and more active involvement of the PISG in the crucial scelors of electricity
and mimng. Constructive cooperation among the Ministry, the Energy Resulatory
Othee and the Commission for Mines and Mincrals should be ensured and the
independence of the Commission for Mines and Mincrals guaranteed,

EL ASSISTANCE 10O KOSOV(H

The Agency made a summary preseotation of EC CARDS amplemented to date in
Kosovo. This [inancial assistance shoutd be wsed fo support the tmplementation of the
LU Partnerslip recommendations helping thus Kosove 1o make proeress in its
European approximation, UNMIK and PISG arc expecied w take ownership of this
assislance to take full advantage ol it as well as take more Jeadership in coordinating
that the assistance provided by the EUT and other donors respond to their necds.

Forrow-Lp

The beginning ol May was proposed for the next §TM mecting, mid-way bafore the
next quarterly wehmeal assessment ol the Kosovo Standards (o ensure close focus on
thent, which s also the core of the 1 Partnership recommendations,

It was proposed that the next STM meeting shoeld locus on the progress in the
implemcatation of the LU Partnership short and medium-term priositics.

(et



