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L Introduction

This report summarizes KEDS's response to the Ninth Electricity Tariff Review (ETR 9)
Consultation Paper (CP) issued on 9 March 2015. Summary comments and key issues are
outlined in this letter.

KEDS agrees with ERO in many issues raised in the report, however for some important issues,
for which KEDS doesn’t agree with ERO stance, provides its arguments on disagreements and
also provides proposals for adjustments (corrections), which are elaborated in detail in this
report.

KEDS thanks ERO for the opportunity to provide its input to the significant issues raised by
ERO in the report and requests that its position on the issues raised will be seriously considered
prior to determining tariffs to be effective April 1st 2015.

As always, KEDS is available to meet with ERO at any time to discuss the issues raised in this
response to the CP. In addition, electronic versions of all tables will be provided for ERO use,
so ERO can utilize them in its work.

IL. Energy Balance

Generally, ERO has presented accurately electricity volumes in distribution and has used the
same level of sales in DSO, as KEDS has forecasted in its application. Although KEDS doesn’t
have any serious disagreement towards ERO adjustments, we have to emphasize that the
forecasted level of decreasing losses in its consultation report doesn’t represent real
expectations. KEDS has repeatedly informed ERO that is being penalized due to the level of
losses since the year 2013, caused by the underperformance of the previous license holder at
that time. This penalization consists of 1.9% of the level of losses and is continuously being
transferred unfairly to KEDS.

Since the beginning, KEDS has officially informed ERO that starting point of decreasing losses
of 5% is unrealistic and un-achievable, thus it was never part of the negotiations for the
conclusion of the privatization of distribution and supply functions.
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In an unbundling environment such penalization puts KEDS, as distributor of electivity, in even
more difficult situation. Under these circumstances, KEDS is scliciting from ERO to take into
consideration this issue seriously during final adjustments.

I11. DSO Cost of Losses

KEDS has noticed that while calculating cost of losses for the year 2015, ERO has used the loss
sharing factor as 100%, contradicting its own decision V_399_2012, based on which the loss
sharing factor determined for this regulative period is zero.

Based on the above, KEDS requests from ERO to apply the same methodology for calculating
losses as in ETR6 and ETR7, in compliance with the said decision V_399 2012 of ERO.

When calculating the cost of losses in DSO level, only the allowed level of losses is considered
for the purpose of KEDS Maximum Allowed Revenues (MAR) by ERO. We have to
reemphasize that MAR of KEDS includes only the allowed level of loses, therefore when
designing end-tariffs customer are charged only with the allowed level of losses in the DSO
level. Respectively, customers are billed only for the allowed level of losses.

Additionally, on a monthly basis PES (KESCO) invoices DSO (KEDS) for the actual level of
losses, and as a result KEDS pays to KESCO the total level of losses incurred, including the
ones incurred above the allowed level of losses. In this way DSO (KEDS) bears the cost of
excess losses and cannot charge it to customers.

Hence, customers are kept harmless and pay only for the losses approved by the ERO and they
are not charged for any excess. This is the reason that the loss sharing factor has been set to
zero, for the purposes of MAR 2013-2017 set during the Multi Year Tariff Review, as it is
determined in the ERO Decision V_399 2012. Decreasing the MAR with the excess cost of
losses for KEDS for the next year represents an additional peralty for KEDS as these excess
losses are paid to PES (KESCO) and not considered in tariff setting.

In the current situation, the additional revenues that KESCO gains from KEDS for the excess of
losses should be adjusted from the MAR of KESCO as unregulated revenues.

ERO has applied the Loss Sharing factor as 100% in the last year’s tariff review process
(ETR8), but it didn’t adjust them as additional revenue for KESCO and in a bundled
environment this was not an issue for KEDS.

This year, DSO (KEDS) and PES (KESCO) are fully unbundled entities, both legally and
functionally, and respectively such an adjustment in the year 2015 would (i) put KEDS in a very
unfavorable financial situation and (ii) breach the principles of the unbundled environment.
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Based on the forgoing and subject to ERO Decision V_399 2012, the loss sharing factor should
be zero and therefore the cost of losses for the year 2015 should be €31 mil, while cost of excess
losses should be considered unregulated revenues for PES (KESCO). Respectively, this value
has to be taken into consideration when approving the 2015 MAR for KEDS, as follows:

LSSCt = LSSAt * REUEt * WHEAt + (LSSCat?1 — LSSCft?1) * (1+It) + (LSSCat?1 — LSACt?1)*LSSFt

Components Units 20 200
P ERO KEDS

LSSAt 231% 21.9%
REUEt GWh 42321 44641
WHEAt €/MWh 28.20 31.38
LSSAt * REUEL * WHEAt 27.57 30.68
LSSCat-1 mil 30.29 30.29
LSSCHt-1 mil€ 29.93 29.93
It % 15% 15%
(LSSCat?1 — LSSCF?1) * (1+ 1Y) 0.41 0.41
LSSCat?1 mite 30.29 30.29
LSACt?1 mit 3543 35.43
LSSFt 1.00
(LSSCat?1 — LSACt?1)*LSSFt (5.14)
Total mil€ 2.84  31.10

*Note: the WHEAt is recalculated to consider PES proposal

IV. Personnel Costs

KEDS has repeatedly requested from ERO to consider an increase of 5% in salaries of KEDS
employees, to be included in KEDS MAR. Despite that, ERO has never acknowledged such
request.

During the year 2014, KEDS faced continuous requests from Labor Union to increase
employees’ salaries, which were followed by employees’ protests and strikes. These protests
had a negative impact on KEDS operation and therefore KEDS was constrained to accept a
rise of the salaries. Such increase of salaries was contemplated in the agreement signed
between KEDS and the Labor Union, effective from January 2015, which put the strikes to
an end.

The cost of this salary increase for KEDS for the year 2015 is estimated to be 718.6 thousand
Euros, which amount KEDS solicits ERO to include in the MAR of KEDS for this year.

In addition, there was a Collective Agreement signed between the Government of the
Republic of Kosovo, Labor Unions and two business chambers, which recognizes
employees’ entitlement to an additional working seniority compensation of 0.5% of its base
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salary for each full year of work experience. Without prejudice to the objections of KEDS,
other employers and business organizations in Kosovo against the legality and enforceability
of said Collective Agreement, we ask ERO to consider an eventual increase of MAR should
KEDS be forced to apply it. If that would be the case, the additional compensation arising out
of the said Collective Agreement would have a direct impact in KEDS costs for 437 thousand
Euros.

IV. Maximum Allowed Revenues for KEDS

The table below represents final MAR for KEDS after considering all needed adjustments for
wholesale cost and adjustments for cost of losses.

ETRg CP KEDS Proposal

Indexation parameters
Operating and Maintenance Costs (OPMCt)

OPMC;= OPMC,, * (2 + CPIl...) * (1 —E)* (1-P)) €m 26.2 26.2
Base salary increase 0.7
Working experience 0.4
Allowed Depreciation (DEPCt)

DEPC, =DEPC,, * (1 +CPI,_ ) * (1-P) em | 8.0| 8.0|
Allowed Return (RTNCt)

RTNC,=RTNC,, * (1 + CPl.,) * (2 - P) €m I 12.4| 12.4]
Allowed Losses (LSSCt)

LSSAt % 23.13% 21.90%
REUEt GWh 4,232.1 4,464.1
WHEAt €/MWh 28.2 31.4
LSSCat-1

LSSCft-1 27.6 30.7
LSACt-1

LSSCt 22.8 31.1
Adjustments

Unregulated Revenues €m ] -2.o| -2.0[
KREV

KREV em | 3.4 3.4
MAR

en | 70.5]
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Komentet e KEDS-it ndaj Raportit Konsultative té ZRrE-s& pér Cmimin
me Shumicé dhe té Hyrat e Lejuara Maksimale pér vitin 2015

(Dorézuar me 23 Mars 2015)

I. Hyrje

Ky dokument pérmbledh komentet e KEDS-it ndaj Raportit t& Konsultativ (RK) t& Rishikimit t&
Nént€ t& Tarifave t& Energjisé Elektrike (SHTE 9), t& l&shuar mé 09 mars 2015. Komentet e
pé€rmbledhura dhe c¢éshtjet kryesore jané pérfshiré né kété dokument.

KEDS pajtohet me ZRrE-né né€ shumicén e ¢éshtjeve t& ngritura né RK, pérderisa pér disa ¢éshtje
tjera t€ réndésishme, pér t& cilat KEDS nuk pajtohet me géndrimin e ZRrE-s&, i jep arsyetimet e
veta pér mospajtimet si dhe jep propozimet pér pérshtatje, t& cilat jané t& shtjelluara detaisht n&
k&té raport.

KEDS falénderon ZRrE-n& pér dhénien e mund&sisé pér t& ju pérgjigjur ¢éshtjeve té réndésishme
t&€ ngritura nga ZRrE-ja n& kété raport konsultativ dhe kérkon gé pozita e KEDS-it né ¢éshtjet e
ngritura t& konsiderohet seriozisht para se t& caktohen tarifat t€ cilat hyjné n& fugi me 1 Prill 2015.

Si gjithmong, KEDS &shté i gatshém q& né ¢do kohé té& takohet me ZRrE pér t’i diskutuar ¢éshtjet
e ngritura n&€ RK. Pér mé& tepér kalkulimet né formé elektronike t& tabelave do t’i dorézohen
ZRrE-s€, me g€llim q& ZRrE t’i shfrytézoj ato pér nevojat e saj.

II. Balanca e Energjisé

N& pérgjithési, ZRrE-ja ka paraqitur sakt&sisht volumet e energjisé né shpérndarje si dhe ka
pérdorur nivelin e nj&jté t& shitjeve n& OSSh ashtu si¢ e ka parashikuar KEDS né& aplikacionin e
tij. Edhe pse KEDS nuk ka ndonjé kundérshtim serioz ndaj pérshtatjeve t& ZRrE-s&, ne duhet t&
theksojmé se niveli i parashikuar i zvogélimit t& humbjeve né raportin konsultativ & saj nuk
paraget pritjet reale. KEDS n2 ményré t& vazhdueshme ka informuar ZRrE-ng q& &shté duke u
ndéshkuar pér nivelin e humbjeve q& nga viti 2013, t& shkaktuara nga nén-performaca e mbajtésit
paraprak t& licencés né& at€ koh&. Ky ndéshkim prej 1.9% t& nivelit t& humbjeve ng vazhdimési
Eshté duke e bartur padrejtésisht tek KEDS.

Q& nga fillimi, KEDS ka informuar zyrtarisht ZRrE-n€, se pika fillestare pér zvogélimin e
humbjeve prej 5% &shté jo-reale dhe e paarritshme, prandaj nuk ka qené asnjsherd subjekt i
diskutimeve gjaté pérmbylljes s& negociatave pér privatizimin e funksioneve t& shpérndarjes dhe
furnizimit.

Né njé ambient t&€ shthurur njé ndéshkim i tillé e véshtiréson edhe mé shumé pozitén e KEDS-it
si shp&rndarés i energjisé elektrike. N& kéto rrethana, KEDS me shumé respekt &shté duke kérkuar
nga ZRrE-ja q& kété ¢éshtje ta merr parasysh gjaté pérshtatjeve pérfundimtare.
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III. Kostoja e humbjeve né OSSh

KEDS ka vérejtur se gjaté kalkulimi t& kostove t& humbjeve pér vitin 2015, ZRrE ka pérdorur
faktorin ndarés t& humbjeve si 100%, n& kundérshtim me vendimin e saj V_399 2012, né t& cilin
faktori ndarés i humbjeve i caktuar pér kété periudhe rregullative &shtg zero.

Bazuar n€ at€ g€ u tha mé lart€, KEDS kérkon nga ZRrE-ja t& aplikoj metodologjing e njéjté t&
kalkulimit t&€ humbjeve si n&¢ SHTE6 dhe SHTE7, konform vendimit t& ZRrE-s&€ V_399 2012.

Gjat€ kalkulimit t& kostove t& humbjeve né nivel t& OSSh-s&, vetém niveli i lejuar i humbjeve
merret parasysh nga ZRrE-ja gjaté kalkulimit t& t&¢ Hyrave t& Lejuara Maksimale (MAR) pér
KEDS-in. Ne duhet t& ritheksojmé& se MAR-i i KEDS-it pérfshiné vetém nivelin e lejuar t&
humbjeve, prandaj konsumatorét né tarifat p&rfundimtare jang ngarkuar vetém me nivelin e
lejuara te humbjeve t& OSSh-sé. Respektivisht, konsumatorét faturohen vetém pér nivelin_e
lejuar t&€ humbjeve.

Pér mé tepér, n€ baza mujore FPEE (KESCO) faturon OSSh-n& (KEDS) pér vierat aktuale té&
véllimit t& humbjeve, si rrjedhojé KEDS paguan KESCO-on pér total humbjet e shkaktuara duke
pérshiré€ edhe ato mbi nivelin e lejuar. N& k&t& ményré, OSSh (KEDS) mban barrén e kostove pér
tejkalimin e nivelit t& humbjeve, pasi q& nuk i faturon konsumatorét pér kéto humbie.

Si rezultat, konsumatorét mbesin t& padémtuar dhe paguajné vetém pér nivelin e humbjeve t&
lejuara nga ZRrE dhe ata nuk ngarkohen pér ndonjé tejkalim t& tyre. Kjo edhe &shté arsyeja pse
faktori ndarés i humbjeve &shté vendosur t& jeté zero pér MAR-et e viteve 2013-2017, t& vendosur
gjat€ Shqyrtimit Shumévjecar t& Tarifave, me vendimin e ZRrE-s&¢ V_399 2012. Zvogélimi
MAR-it pér tejkalimin e kostos s&¢ humbjeve pér vitin e ardhshém pér KEDS paraqget njé
ndéshkim shtesé meqenése ky tejkalim i humbjeve vegse i éshté paguar FPEE-s& (KESCO) dhe
nuk &shté pérfshiré gjaté pércaktimit té tarifave.

NE situatén aktuale, t& hyrat shtesé q¢ KESCO i pérfiton nga KEDS pér tejkalimin e humbjeve
duhet te pérshtaten nga MAR-i i KESCO, si t& hyra t& pa rregulluara.

ZRrE-ja, ka vendosur faktorin ndarés te humbjeve si 100% né& shqyrtimin e fundit t& tarifave
(SHTESB), por nuk i ka pérshtatur si t& hyra pér KESCO, dhe n& njé mjedis jo te shthurur kjo nuk
ka paraqitur ndonj& shgetésim pér KEDS-in.

Kéte vit, OSSh-ja (KEDS) dhe FPEE-ja (KESCO) jané entitete plotésisht t& shthurura: né
kuptimin ligjor dhe funksional, respektivisht nj& pérshtatje e tillé né vitin 2015 do t&: (i) vendos
KEDS né pozite t& véshtire financiare dhe (ii) do t& thyej parimet te vendosura pér nj& ambient t&
shthurur.

NE bazg t& késaj q€ u tha dhe si subjekt i vendimit t& ZRrE-s& V_399 2012, faktori ndarés i
humbjeve duhet t& jet€ zero, prandaj kostoja e humbjeve pér vitin 2015 duhet t& jet& 31mlin€,
pérderisa kostoja pér tejkalimin e humbjeve duhet t& konsiderohet si e hyré e parregulluar tek
FPEE-ja (KESCO). Respektivisht, kjo vleré duhet & merret parasysh gjaté aprovimit t& MAR-it
pé&r KEDS-in pér vitin 2015, si né vijim:
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LSSCt = LSSAt * REUEt * WHEA¢ + (LSSCat - 1 - LSSCft - 1) * (1+ It) + (LSSCat - 1 - LSACt - 1)*LSSFt

’ 2015 2015
Components Units ERO KEDS
LSSAt 23.1% 21.9%
REUEt GWh 4,232.1 4,.64.1
WHEAt £/Mwh 28.20 31.38
LSSAt * REUEt * WHEAt 27.57 30.68
LSSCat-1 mil€ 30.29 30.29
LSSCft-1 milg 29.93 29.93
It % 15% 15%
(LSSCat?1 — LSSCft?1) * (1+ It) 0.41 0.41
LSSCat?1 mil€ 30.29 30.29
LSACt?1 mil€ 3543 35.43
LSSFt 1.00 -
(LSSCat?1 — LSACt?1] *LSSFt (5.14) -
Total mil€ 22.84 31.10

*Note: the WHEAt is recalculated to consid er PES proposal

IV. Kostot e Personelit

KEDS ka kérkuar vazhdimisht nga ZRrE q& njé rritje prej 5% e pagave t& punétoréve t& KEDS t&
perfshihet n€ MAR-in e KEDS. Pavarésisht kétyre kérkesave, ZRrE asnjéheré nuk i ka marr
parasysh ato.

Gjaté vitit 2014 KEDS &shté ballafaquar vazhdimisht me kérkesa nga sindikata e punétoréve pér
rritje t€ pagave t€ punétoréve, t& cilat jan& shoqéruar edhe me protesta dhe greva. Kéto protesta
kan€ pasur ndikim negativ n& operimin e KEDS, andaj KEDS ka qené i detyruar t& pranojé njé
ngritje t€ pagave. Nj& rritje e tille &sht& pérmbyllur me nj& marréveshje t€ nénshkruar nga KEDS
dhe sindikata e punétoréve, e cila ka hyré n& fuqi nga muaji Janar i vitit 2015, késhtu, duke i
dhéné fund protestave.

Kostoja e ngritjes s& pagave pér vitin 2015 &shté vlerésuar t& jeté 718.6 mijé Euro, t& cilén shumé
KEDS e kérkon nga ZRrE-ja t& e pérfshijé gjaté aprovimit t& MAR-it pér kété vit.

Pér me tepér, ekziston njé Marréveshja Kolektive e nénshkruar nga Qeveria e Republikés sé
Kosovés, sindikatés s¢ bashkuar t& punétoréve dhe dy odave ekonomike né Kosové, e cila ia njeh
t€ drejtén punétoréve pér kompensimin nga paga bazé prej 0.5% pér ¢do vit t& ploté t& pérvojés né
puné. Pa paragjykim ndaj kundérshtimeve t& KEDS-it, organizatave t& pun&dhénésve dhe
organizatave € bizneseve né Kosové ndaj legjitimitetit dhe zbatueshmérisé s& Marréveshjes
Kolektive t€ lartpérmendur, ne kérkojmé nga ZRrE-ja t& konsideroj njé rritje eventuale t&€ MAR-it,
né€se KEDS &sht€ i obliguar t& aplikoj kété marréveshje. Nése KEDS pérballet me njé situaté t&
tillé, kompensimi shtes€ i cili rrjedh nga Marréveshja Kolektive e lartpérmendur &shtg 437 mijé
euro.
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V. Té& hyrat e lejuara maksimale pér KEDS

NE tabelén né& vijim &shté paraqitur MAR-i pérfundimtar pér KEDS-in, pasi t& merren
parasysh pérshtatjet e nevojshme pér kostot € humbjeve.

ETRg CP IKEDS Proposal

Indexation parameters
Operating and Maintenance Costs (OPMCt)

OPMC,; = OPMC;, * (2 + CPli.,) * (1 ~E)* (1 - Py) £m 26.2 26.2
Base salary increase 0.7
Working experience 0.4
Allowed Depreciation (DEPCt)
DEPC, = DEPC,, * (1 + CPL,) * (1 - P,) em | 8.0] 8.0|
Allowed Return (RTNCt)
RTNC, = RTNC,., * (1 + CPIl,,) * (1~ P) em | 12,4 12.4)
Allowed Losses (LSSCt)
LSSAt % 23.13% 21.90%
REUEt GWh 4,232.1 4,464.1
WHEAt €/MWh 28.2 31.4
LSSCat-1
LSSCft-1 27.6 30.7
LSACt-1
LSSCt 22.8 31.1
Adjustments
Unregulated Revenues €m ! -2.o| -2.0]
KREV
KREV em | 3.4 34|
MAR

€m [ 70.5[ Bo;ol




