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1 BACKGROUND AND JUSTIFICATION

Economic crime — including corruption, money lawiglg and terrorist financing, trafficking in humaweings,
cybercrime and other forms of financial and orgedisrime —are of important concerns in Kosovo*. Wiégard to
economic crime, the Council of Europe has been atimg Kosovo for a number of years through tecahic
cooperation activities which focused on supportetgislative drafting, training and policy advice éooperation with
United Nations Mission in Kosovo (UNMIK), the Orgaation for Security and Cooperation in Europe (BpGnd
the European Union Rule of Law Mission in KosovdJ{EX Kosovo). This included drafting of the (promsal)
criminal and criminal procedure codes, specifiddiegion concerning prosecution and investigatioocpdures, anti-
corruption and anti-money laundering legislatioapacity building for the anti-corruption agencydanaining with
regard to use of special investigative means, @i@rnnvestigations, witness protection and otherasures against
organised crime and money laundering.

In its “Communication to the Council and the Eurap&arliament” on the “Enlargement Strategy andMziallenges
2010-2011" the European Commission comes to tHewolg conclusions: “...The legal framework on anbtrHwption
has improved with the adoption of laws on the amtigption agency and on declaration and origirhef property and
gifts to senior public officials. The law on pretieiy conflict of interest in exercising public furans has been
amended. The law on financing political partiesa fully in line with European standards. Howeuessults in the
fight against corruption are limited...” and same @dasions address the issue of money launderingManéy-
laundering remains an issue of serious concernokn$as adopted a law against money-launderindiaadcing of
terrorism. Cooperation between the Customs Semtckthe Financial Intelligence Centre has improvidte Centre
has also improved its cooperation with banks. Harelosovo is still at an early stage in adoptind anplementing
European standards in this area. Capacity to ilpagetand prosecute money-laundering cases isvetik....”

Results of preliminary needs assessment on econoritite (corruption and money laundering/countereigsm)
delivered by the Council of Europe secretariat (F@EOctober 2009and during 2010-2011 revealedgaifgtant
number of remaining issues with regard to the gtiemning of the rule of law through effective meaasuand
institutions against corruption, money laundering ather forms of economic crime.

The Kosovo’ Anti-corruption Agency (KAA) is now opaional since its establishment in 2006 and hasaged to
increase and strengthen some of its capacitiesasmd recently is operating under a new amendedTae Office of
Good Governance, Human Rights, Equal Opportunéies Gender Issues (OGG) coordinates also corruptbinoy
related issues as well as ensures advice and ioclwsd appropriate good governance efforts in assrgectoral
approach.

At the same time the Financial Investigation URit{) and Financial Intelligence Centre (FIC—thessigal Financial

Investigation Unit) seem to be facing a lot of agpabuilding and human resource challenges siheg establishment
and operations that were mainly financed by intiéonal assistance providers. Despite certain nreaghat have been
taken, yet corruption and money laundering remaiarecern and prevalent in the sectoral life of Kaso
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In recent years important steps have been takétosovo to bring the economic crime related legal arstitutional
framework in line with international standards. élgf a set of important and relevant legislatiors wassed in Kosovo:
It remains to be assessed whether the overall fegalework including the latest meets the intewral and European
standards including its levels of implementatioheTegislative framework although very often chahged amended
still calls from a streamlining process or/and remaaague at certain level.

While reforms related to corruption and money larivty have been underway for several years, thasebkeen no
process of assessment of effectiveness and impacich reforms: key institutions exist in most areaand some are
already operational (i.e. Anti-corruption Agencyndncial Intelligence Centre, Management and Regowé Asset
Recovery Agency) — but their status varies sigaifity, sometimes competencies overlap or are earcl

A concerted effort of the EU and the COE, basetherexperience of many successful joint projecthig area would
be an appropriate approach to ensure that Europiamlards and practices are clearly followed whaplied in

Kosovo. Such an effort would contribute to coher@mii-corruption and money laundering reforms irs&wo, also to
the benefit of EULEX Kosovo, thus make reform résuhore sustainable and bring them in line with dpean
standards. The standards of the Council of Européhe European Union and other relevant orgaivisatshould
serve as a framework of reference and help défemehmarking, assessment and the evaluation ofuresaagainst
economic crime and corruption in Kosovo. In gehetee strength of the Council of Europe is thainstard setting
activities in this field are backed up by monitgriand technical cooperation. However, Kosovo camaoticipate in
and thus benefit from these monitoring bodies. Kbetess, the experience and criteria used by Goah&urope’s

monitoring mechanisms - such as Group of Statetnsig€orruption (GRECO) for corruption and Comréttef

Experts on the Evaluation of Anti-Money Launderibigasures and the Financing of Terrorism (MONEYVAbj

money laundering —are believed to be useful if gppadly tailored and adopted to allow assessmentdepth and
periodical during a course of 30 months, in Kosbva framework of a project programme.

2 RATIONALE

These models should be the reference framewoltkeicontext of assessing reviewing measures againstption and
money laundering in Kosovo, and preparing recomragons for reform. Further on, such recommendatfonseform
will be unified and streamlined, thus have an intgax serve as:

(1) Assessing and benchmarking current measures age@wtomic crime and corruption (corruption, money
laundering and terrorism financing); and

(2) Providing recommendations and tools in leadingribeessary and relevant reforms aimed at strengitehe
measures against economic crime in Kosovo.

For the first time, a specially designed progranwile have as a purpose, strategy and resourcesiiidertaking of
periodical and thorough assessments/evaluationKosovo on issues of economic crime and more spadifi

corruption; money laundering and terrorism finagcimhe assessment/evaluation rounds will coveititi®nal, legal,
policy and resource areas divided in separate tbemastly modelled after the Council of Europe’schanisms
(GRECO and MONEYVAL).

3  OVERALL OBJECTIVE, COMPONENTS AND EXPECTED RESULSTS

Objectives of| Overall Objective
the action To contribute to democracy and the rule of law tigto the prevention and control of corruption;
money laundering; and the financing of terrorisniKosovo.

Purpose
Strengthen institutional capacities to counter @aiipn; money laundering; and the financing of

terrorism in Kosovo in accordance with Europeamdaads through thorough assessments|and
recommendations for improving and streamlining ecoic crime reforms.

Expected Result 1 — Assessment of anti-corruption measures
results

1.1 Assessment and progress reports availableeokewiel of compliance of applicable regulations
and practices with European standards (based oaxgperience and criteria used by GRECO
and other relevant international bodies);

1.2 Kosovo institutions capable to support andycamt peer assessments based on Eurgpean
monitoring methodology;

1.3 Recommendations available on regulatory,tirt&nal, and policy-related areas;

1.4 Assessment and progress reports (incl. cong@ianatrix) are published and disseminated| in
English, Albanian and Serbian.
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Result 2 — Assessment of anti-money laundering armdmbating financing of
terrorism measures

2.1 Assessment and progress reports availabiieeolevel of compliance of applicable
regulations and practices with Europeamdards (based on the experience and criteria|used
by MONEYVAL and other relevant international bodies

2.2 Kosovo institutions capable to support andycaunt peer assessments on money laundering
and financing of terrorism measures based on Earopenitoring methodology;

2.3 Recommendations available on regulatoryitiriginal, and policy- related areas;

2.4 Assessment and progress reports (incl. complianatixp published and disseminated|in

English, Albanian and Serbian.

= Office of Good Governance, Human Rights, Equal @pmities and Gender Issues (OG[5)
at the Office of the Prime Minister of Kosovo;

= Kosovo Anti-corruption Agency (KAA); and

= Financial Intelligence Centre (FIC).

Main
Counterparts

4 PROPOSED IMPLEMENTATION ARRANGEMENTS

The Council of Europe will be responsible for thgplementation of the project and the use of thel$wmder a direct
grant agreement with the European Union Office iosévo. The Council of Europe is expected to enghee
achievement of the project results as listed above.

The Council of Europe will recruit a Long-term Ader (LTA) and a Local Project Officer (LPO) who Mike based in
Pristina and work directly with institutions in Kmg. This team will be responsible for project mgeraent in Kosovo
on behalf of the Council of Europe. In additionséd on the calendar of activities (on-site visitssessments, revision,
assessment preparations and report finalisatibesLOE will engage international and local sharnteexperts.

The counter part authorities and more specificdlly Office of Good Governance, Human Rights, Eqyaportunities
and Gender Issues (OGG) will designate a Project@oate to ensure information flow and cooperatiball relevant
institutions, furthermore the Kosovo Anti-corruptidgency (KAA) and the Financial Intelligence CenfFIC) will be

asked to designate two local Project Liaisons afos@xperts in the respective subject mattersrggtion and money
laundering). S/he will function as the main coupget responsible for the coordination of projedivities on behalf of
Kosovo’s institutions/authorities. The Project Iwlilave a designated Steering Committee which walhsist of

representatives from all beneficiary/targeted gep@ymd of the European Union Office in Kosovo a#i ae of Council

of Europe.

5 CONTACT

Economic Crime Section Tel: +33 3 88 41 26 29;
Department of Action against Crime Fax: +33 3 90 21 565
Directorate of Information Society and Action agdi@rime, DG | ardita.abdiu@coe.int
Council of Europe www.coe.int/corruptior]
F-67075 Strasbourg, Cedex FRANCE
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