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Kosovo Regulatory Framework

EC Strategy Paper 2002
Principles of S&A process

SoS, Economic Growth,
Investments Adopt
ATHENS MoU 2002-03 EU legislation

SEE REM

Legally binding agreement
Between EC and SEE parties

Dir 2003/54
Dir 2003/55
Art 23 & 25 respect.

ECSEE Treaty

(signed 25 @etober 2005) EC Reg 1228/03

N N

Assembly adopts Laws — SRSG promulgates them: ERO
2004/8 on Energy (29.04.04) ':>Establishe d 30/06/04

2004/10 on Electricity (29.04.04) ERO Independent Body under section

11.2 of the Constitutional Framework
T
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Secondary Legislation

Statute of ERO
Code of Ethic and Conduct
Rule on Pricing oe e\°
Tariff Methodolo ®
gy e‘,‘0

Rule on Licensing S p&pw
Schedule of Fees

Rule on Dispute Settlement Procedure
Rule on Disconection

General Conditions for Energy Supply
Administrative Fines and Measures

Market Model & Associated Rules
Rule on Confidentiality of Information
Rule on Authorization

Rule on Public Register

Pro-forma Licences
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Key Issues & Challenges

Issue Licenses (5 types in Electricity 3 types in DH)
Achieving Financial Independence

Concluding our first Price Review and issuance of a new
unbundled tariff for Kosovo

Activities regarding Authorization Procedures for the
construction of New Generation Capacity

Review and Approval of the Technical Codes developed
by KOSTT

Approval & Implementation of Market Model
Review & approval of District Heating Tariffs
Market Monitoring activities

Dispute Settlement activities




Electricity Market Design — Net Pool
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Settlements (MO)

METERED

FICATION OF
CONTRACT

NOTIFICATION
OF CONTRACT

Producers/
Importers

Bilateral Contracts Regulated for PS/PGen Suppliers/

EC

R “Simulated Price Schedule”
W Based on forecasted Demand Level
W Transfer price for PS/Pgen (published)

. A\
Ancillary servicgs Regulated prices for PG

contract variable cost of generation at Baseload / «SPOT”
Regulated Fixed Costs to be recovered at Peak period P T
“availability fee” capped at import price or VLL Hourly Prices
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ITS M 0 SO does the

Load Forecasting

Scheduling (SO)>

Bids/Offers
Quantities
s-Caped

Balancing Market (SO)

Price of BgVI
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Financial Flows in Electricity Market

HPP Ujmani Imports

KEK Exports
Generation
=59
L

Distributed
Generation

Ancillary
Services
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Kosovo Consolidated Non-Eligible Ferronikeli
Budged Customers (Eligible Customers)
Money Payments === a3 Payments for Secondary Frequency Regulation
r — (invoice in opposite direction) (Ancillary Services bought abroad)
) Payments for energy to cover losses =gy Subsidy for predetermined (target) level of 6

www.erofks.org — (invoice in opposite direction) commercial loss



Tariff Methodology — Revenue Cap

o Revenue Control period (2007-09)

140

Allowed Revenue (000 Euro) 200 120

100
(mcludes cost of technical losses) 11940 14 661 18 980 80
KEK Distribution 28801 27761 32 544fEY:
(includes cost of technical losses)
: 40
KEK Public Supply (excludes cost 66 500 60 031 84
of losses & energy for EC) 20

913
Total 107 241 111453 136437

2007 2008 2009

o Allowed revenues are built up from ‘building blocks’

Power Purchase Costs

OPEX
Allowed Maintenance
Depreciation
T Return (WACC*RARB)
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Energy Regulatory Office

Thank
You

Energy Regulatory Office
Hamdi Mramori Street No 1
Prishtina — Kosovo (UNMIK)

Tel: +381 (0) 38 247 615 ext. 101

Fax: +381 (0) 38 247 620

e-mail: info@ero-ks.org
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