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The Energy Regulatory Office (hereinafter ERO), pursuant to the obligations contained in the Law
No. 05/:084 on the Energy Regulator, presents the Annual Report 2018 for review by the Assembly
of the Republic of Kosovo.

The Annual Report contains inforti@n on activities undertaken and results achieved in relation to

the scope of ERO, as well as analysis regarding the energy enterprise activities, according to
licensees data, and presents an overview of the energy market development in Kosovo. An integra
part of this report is alsthe financial report orERO's budget for 2018.

Iy AYLRNIFYG LINIGD 2F GKS wS3dzA FG2NRa +F OGAGAGe
constitutes the regulatory framework in the Energy Sector, which has been suppiesny the

Regulator for the most part. Theafting and revision of sulegal acts by the Regulator was carried

out in each case by extensively consulting third parties who had a direct interest in the decision
making. Several publisessions weréheld wih the presence of stakeholders who have shown

interest in the documents being processed by the Regulator, which were made public to the parties
0KNRdzZAK GKSANI Lzt AOFGA2Y 2y (GKS wS3dzZ | 4§2NDRaA 5

1 The Regulator implements the authorization proceduretfar development of Renewable
Energy Sources (RES) projects, drafts Support Scheme to assist inuttting fand
development and issues licenses for their operation.

In order to be eligible for the Support Scheme, a RES generating plant should generate
electricity from one of the primary energy sources targets, should be located within Kosovo
territory and be equipped with new and unused generation facilities.

During 2018, thédRegulator has received and reviewed a significant number of applications
for electricity generation from Renewable Energy Sources (RES) of various technologies. In
addition to the preliminary authorizations, it has also issued six (6) final authorizations

Currently, the Feedn Tariff is theonly Support Scheme that uses financial incentives to
reach RES targets. The criteria for receiving this support exclude other means of financial
incentives that will be used simultaneously for the same project.

Current results of the Support Scheme are as follows:

71.7 MW are in operation, of which 33.75 MW are from wind turbines, 31.3 MW from
hydro power plants, and 6.6 MW are from solar panels. In different phases of the
construction process are 182 MW, of which I®8&om wind turbines, 75.5 MW from hydro

L2 6SN) LI Fyda YR odn a2 FNRBY az2ftlF N LI yStao
preliminary authorization are 295 MW, of which 235 MW are from wind turbines and 60
MW from solar panels.

1 During 2018, the Rpilator licensed a generation company and extended a license, licensed
four electricity supply companies and extended two licenses for electricity wholsspfsy
(trading).

1 During 2018, the Regulator monitored licensed energy enterprises and curreistlyritier
the processf preparing the reports of tllimonitoring
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i During 2018, the Regulator has completed the "Second Regulatory Review" for the
Regulatory Period 01 April 2018 to 31 March 2023 to determine the Maximum Allowed
Revenues (MAR) for the liegees: Transmission System Operator and Market Operator
(TSO/MO-KOSTT), the Distribution System Operator (BB&EDS) and for a ofyear period
for the Universal Service Suppli@dSSKESCODuring this multiyear tariff review, the
Regulator also analyzelde data for the past five years (202B17) and the forecast for the
next five years (2012022).

1 In September 2018, the Board issued a Preliminary Decision on the certification of KOSTT as
the Transmission System Operator of Electricity. Through thiffication, the Regulator
confirms that there is sufficient separation of control over TSO on one side and generation
and/or supply on the other side and that the energy enterprise is in compliance with the
unbundling provisions set out in Chapters dWd V of the Directive 2009/7EC. These
chapters are transposed into Kosovo legislation through Article 11 of the Law on Electricity.

1 The Regulator has faced several court disputes related to its activity, with the biggest
influence being the dispute and tlgecision on the interim measure of the Court of Appeals
regarding the handling of unbilled energy (losses) in the four northern municipalities of the
country.

1 In the framework of astomer protection, during 2018, the Regulator has received and
reviewed conplaints fromcustomersas well as provied consultations, clarifications and
guidance on the actiongquiredto resolve their complaints.

1 The Regulator during the implementation of its activities has had cooperation with local and
international institutons, has also reported to the Assembly of Kosovo and informed public
and media about the developments in the energy sector.

1 In carrying out and performing the duties and responsibilities established by law, the
Regulator has been assisted by USAIRepover Kosova" and the Energy Community
Secreériat on a continuous basis.

1 The Rgulator is funded by own source revenues, in accordance with theobanergy
Regulator and during 2018 has realized revenues in the amoumt>oH MT Znop ®dcn € %
KIFra aLlSyid cnysntndcH € YR GKS dzyallSyid LI N
disbursednto the Budget of Republic of Kosovo.

1 During 2018, the Regulator also carried ouistomer protection activities through
reviewing compaints submitted to the Regulator (105 complaints), and a total of 223
complaints (including complaints from previous years) were reviewed. In addition to this,
the Regulator has also monitoredistomer complaints from energy companies as well as
other issies in the field of astomerprotection.

In addition to the part of the report @ ONRA 60 Ay 3 (G KS wS3dzZ Fd2NDRa | OlGA¢
activities of licensees in the energy sectahere electricity thermal energy and natural gas are
separately anlyzed.

The Law on Electricity defineastomerswith the right of universal service who are supplied with
regulated prices determined by the Regulator through eeffective, reasonable, noen
discriminatory tariff reviews, based on objectigad transparentriteria, alsotaking into account
customer affordability.
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T

Electricity generation in 2018 was 5,311 GWh, out of which 5,008 GWh are from power
plants, while HP®and other RESomprise 303 GWh. This represents aghli increase
compared tathe generation in 2017.

The total demand for electricity in the system in 2018 was 5,671 GWh, which is increasing
over the years, however during the last year although there was a slight increase in
consumption in distribution, the overall demand has declined stheecustoners involved

in the transmission have a lower realization which at the end regulisslight dereasein
overall demand.Losses in the transmission network are at an acceptable level of 1.39%
towards the energy entering the transmission system.

Losses in the distribution network are quite high. Technical losses are 13.17%, while
unauthorized consmption of energy (hereinafter referred to as commercial losses)
constitutes 14.75% of thdistribution demand of which the unbilled energy in the four
northern municipalities of Kosovo accounted for 5.31% (272 GWh).

The table below reflects the main dataalized in 2018 compared to the balance of 2018 and the
realization in 2017.

Tab. 1.Comparison of the dataf 2018 to the Balancand year2017

_ _ Losses
Unit Production Demand Import Export
Transmission Distribution
Realization 2018 GWh 5,311 5,671 825 677 111 1,429
Realization/Balanc % 95.11 100.77 119.07 104.13 101.17 109.14
Ratio 2018/2017 % 100.20 99.73 66.44 76.91 94.31 97.64

Regarding the thermal energy sector, the situation remairanly unchanged. The Cogeneration
Project at DH Termokos has yielded good results by increasing the quality of heat for the customers
connected to the network, while thea@eneration Project in DH Gjakova is in the process of being

realized.
1 Generation of thermal energy in 2018 in DH Termokos was 224 gWhereas in DH
Gjakova 8.8 GWH
9 The consumption of thermal energy in 2018 in DH Termokos was 19%,GMibreas in DH
Gjakova 6.6 GWH
1 Thermal energy losses in 2018 in DH Termokos were 8.79% (only farydistribution

network), whereas in DH Gjakova 20%.

There is no functional infrastructure and natural gas market in Kosovo, but energy laws and energy
strategy envisage the development of natural gas infrastructure by linking gas infrastructure
projectsto the South Eastern European region, especially with the pipeline project TAP-(Trans
Adriatic Pipeline) and the Energy Community Gas Ring.
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Energy Regulatory Office (ERO) is an independent ageéricis isseparated in legal and functional
terms from any other natural or legal person. ERO duties and functions are defined in the Law 05/L
084 on Energy Regulator, which includes: the efficient, transparent anddisocriminatory
establishmentand functioning éthe energy market; determining the terms and conditions as well
as granting of licenses for carrying out activities in the field of energy; determining the terms and
conditions and the granting of authorizations for the construction of new capacitieskana
monitoring and the care to improve energy supply secusstting tariffs for energy activities in a
reasonable manner and based on tariff methodology; monitoring and preventingstadlishment

of dominant position and uncompetitive practices byeegy enterprises, as well as resolving
complaints and disputes in the energy sector.

The Regulator is responsible for designing and implementing the regulatory framework for the
energy sector in Kosovo, in order to achieve compliance with the obligatibi®ER Treaty and
alignment with thea | Olj dzA & O 2 Yo enérigydzinbule N\uBdéscriminatory access to all
energy network users at prices reflecting real economic costs.

2.1 TheRegulatoryBoard

TheRegulatoryBoard consists of Biembers including the chairman, who are appointed astfiué

employees by the Assembly of Kosovo with a term of five (5) years. The Board of the Regulator is a
decisionY {1 Ay3 o62R& F2NJ Fft YIFGGSNE dzy RSNJ (&l wS3dzA
takes decisions by majority vote and has the quorum needed to take a decision if at least three
Board members are present, but there should be three (3) votes in favour in order to become a final
decision. The Board states its stances regarding thaess it handles through decisions that are

taken atopersessiod I yy 2dzy OSR Ay | RGIFyOS 2y 9whQa 2FFAOA

On 15 March 2018, the Assembly of the Republic of Kosovo has decided on the appointment of two
Board Members, enabling the functioning of tB®ard of the Regulator regarding the decision
making. On 31 December 2018, the Board of the Regulator was comprised by the following
members:

Arsim Janova, ActinGhairman;

Besim Sejfijaj, Member;

Selman Hoti, Member; and

Izet Rushiti, Member.

The Board othe Regulator during 2018 held a total of ten (10) public meetings, in which 165
decisions were issued regarding the:

Market monitoring and energy sector activities;

Price Regulation

Licensing of energy activities in Kosovo;

Authorization of construction of new generation capacities from renewable sources;

=A =4 =2 =4 =

Customer Protection;
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1 Approval of rules, methodologies and other energy sector documents, and
9 Other issues within its responsibilities.

The Board, for all the activities, was supported by: Managing Director, Administration Unit and five
(5) departments as follows:

Legal and Licensing Department (LLD)

Energy Market Department (EMD)

Tariffs and Pricing Department (TPD)

Custoner Protection @partment (CPD)

= =4 4 A -

Thermal Energy and Natural Gas Department (TBNG

2.2 Organizational Structure and Human Resources

The Regulator is organized in accordance with the Law on Energy Regulator (Chapter Il of the Law)
YR (GKS wS3dz I G2 NR& RégudSoNBoard acyoidingatd tfielzkspobsibilitigsS
defined by law performs the following activities:

9 adopts regulatory and operational policies of the Regulator;

9 organizes and supervises the work of the Regulator;

9 supervises the budget implementation arithancial management of the Regulator and
approves its reports and financial statements;

9 organizes recruitment procedures and supervises the work of staff employed by the
Regulator;

{1 approves the compensation levels and other employment conditions for ®& Rz | ( 2 NQ &
employees;

9 drafts and approves sulegal acts required for the implementation of the Law on Energy
Regulator.

The organizational structure of the Regulator is determined by RegulatoryBoard based on the
responsibilities and duties set by Law on Energy Regulator no. @B4.LThe basic structure is
composed of the Managing Director, the Board's Assistance Officer, the Public Relations Officer, five
Departments and the Administrationnil (AU), which are established in accordance with the
wS3dz F §2NR&a 2LISNIGA2yFE dGFalao®

2.2.1 Managing Director

The Managing Director coordinates the activities between the Board and professional and

administrative staff; is responsible for implementing all decisiof the RegulatoryBoard, actively

informs and advises the Board on developments in the energy sector, supportfRégulatory

C2FENR (G2 SyadaNB GKFG FEt GKS wS3dzA I d2NRa& | OGA

regulations and policies af KS wS3dzf  62NJ | YR &adzLJSNBA&ASE GKS g2

The Managing Director reports and responds directly to the Board and carries out its duties under

0KS RANBOGAZ2YA YR AyadNHzdA2ya 27F lGoKsManu@.l NRZ )
10
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2.2.2 Departments of the Regulator

Departments are led by the heads of departments who organize, control, plan, collaborate, evaluate
their staff and take responsibility for the activities afufil all the tasks assigned to the work of
departments. The head of the department is responsible for delegating the daily work of the
department staff.

The role of the staff members of departments is to carry out their duties, whenever required under
legal requirements and through the heads of departments they propose to the Board. In some
cases, staff members may be authorized by the Board to perform special duties.

Staff members should work in close collaboration with the head of the department and other
professional staff. The staff member should also be able to attend the trainings available from the
Regulator to improve their professional skills and knowledge.

Legal and Licensing Department (LLD)

Legal and Licensing Department is responsible for draftiegsecondary legislation, evaluation of
applications for licensing of energy enterprises, evaluation of applications for granting the
authorizations for construction of new capaciti€ghis department also supervises and monitors

f AOSyasSsSaqQ OGAGAGASEAD

Erergy Market Department (EMD)

Energy Market Department is responsible for market structure, monitoring the performance of
market participants, evaluation and analysis of data in the energy sector. The Department also
monitors competition and behaviour of mket participants in an objective, transparent and Ron
discriminatory manner.

Tariffs and Pricing Department (TPD)

Tariffs and Pricing Department is responsible for evaluation of tariff applications of licensed
enterprises; monitors the execution of operational and capital expenses through Tariff Reviews;
undertakes all the measures to ensure that the tariffs are teBective, reasonable, noen
discriminatory, based on objective criteria and established in a transparent manner, taking into
consideration the affordability and customer protection.

Customer Protection Department (CPD)

Customer Protection Department is responsible for reviewing and resolving complaints and
disputes between customers and energy enterprises, system operators and energy enterprises as
well as between two energy enterprises. In the course of exercisingiitssdand responsibilities,

this Department cooperates with all institutions and organizations which legitimately represent the
customers.

Thermal Energy and Natural Gas Department (TENGD)

Thermal Energy and Natural Gas Department is responsible fowiegieand implementing the
strategies, performance standards and other operational practices that are related to these sectors.
This Department carries out the monitoring of licensed enterprises through collection, analysis and
evaluation of relevant dataral information and also contributes to the development of reporting

11
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systems of district heating enterprises, focusing in techamethnological elements and integration
of incentives and targets for efficiency. It also cooperates with other departmertteedRegulator
by providing support and technical expertise on issues related to thermal energy and natural gas.

Administration Unit (AU)

Administration Unit supports the functioning of the Regulator, administration of finances, organizes
the efficient reNHzA G YSyYy G 2F GKS wS3dzA FG2NDRa adlF¥Fs 022N
supply and maintenance of office equipment and assists in arranging the office by making it
O2YF2NIloftS F2NJ g2N)]. F2NJ I ff GKS wS3AdzZ I 2NDa ai

Board of Energy
Regulatory Office
Board Assistance | ________________
Officer | :
| !
b L PublicRelation
Managing Director Officer
i i General
Energy Market SiiaEs Al Tt Legal and Customer Thermal Energy Senerel
Department Department Licensing Protection and Natural Gas Administration
Department Department Department Unit

Fig.2.1 Organizational Scheme of the Regulator

A short description of the organizational structure with the jobs in 2018 is given in the table below.

12
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Tab.2.1 Organizational Structure

Job Positions Planned Positions  Employed Vacancies
ERO Board 5 4 1
Managing Director 1 1 0
Public Relations Officer 1 1 0
Board Assistance Officer 1 1 0

Administration Unit

Head of Administration Unit

Chief Financial Officer

Procurement Manager

Administration Officer

Data Manager Officer 9 9 0
Database Development Expert

English Translator

Receptionist

Driver/Maintenance

Legal and Licensing Department (LLD)

Head of Legal and Licensing Department

Legal Affairs and Monitoring Expert 3 3 0
License Monitoring Analyst

Tariffs and Pricing Department (TPD)

Head of Tariffs and Pricing Department

Expert for Regulatory Affairs and Tariffs

Tariffs and Prices Analyst

Tariff Structure Analyst

Energy Market Department (EMD)

Head of Energy Market Department

Power Supply and Market Structure Analyst

Power Systems Analyst

Market Monitoring Analyst

Thermal Energy and Natural Gas Department (TENGD)

Head of Thermal Energy and Natural Gas Department

Thermal Energy Analyst

Customer Protection Department (CPD)

Head of Customer Protection Department

Customer Protection Officer 3 2
Standards Performance Analyst 1

Total 33 31 2

¢ KS wS Jstif i @ RaNEdBexperts with proven performance in the areas of responsibilities
they cover.

This composition of engineering, economics, law and other experiences strengthens the confidence
of an institution having clear strategie®wvards success in developing the energy sector in Kosovo.

13
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2.3 Funding of the Regulator

The Regulators funded from dedicated revenues collected from taxes of licensees pursuant to
Article 24 of the Law on Energy Regulator.

The Regulatocollects fees for:

- Initial and annual licensing tax;

- Taxes from applications for issuance and modification of licenses;

- Taxes for the issuance of Certificates of Origin;

- Reviewing of applications for authorization for construction of new generation capacities.

In accordancevith the Law on Energy Regulator, all above mentioned taxes are dedicated revenues
of the Regulator.

LT A0 A& SOlftdd 6SR GKIFIG GKS wS3dzA F §2NRa RSRAC
expenditures required for the effective performance of thigligations, the Regulator may require a
supplementary budget allocation to cover the deficit. Also, in accordance with this Law, if the

A ¥ 4 A x A N ¥ oA A ~

02t t SOGSR GIESaE SEOSSR (KS wS3adA I i2Nna FT2NBOF ai

2.4 Technical Assistance Projects

During this yeams well,the Regulator has benefited from the USAIDIzy RSR dawSLJ2 6 SNJ
technical assistance project. The project aims to support the Regulator and other relevant
AyaadAddziaAzya RSEFEAY3I 6A0GK Sy SNBEeE 3AdILILA2SNEIGS R5 daNg
harmonizing secondary legislation, issues related to market liberalization and other issues related to

the energy setor which are related to the increase of capacities and development of legal
structure.

With the support of the REPOWIpRoject from USAID, during 2018, students from the field of
engineering, law and economics from the University of Pristina and the American University (AUK)
have conducted internships at the Regulator.

2.5 Meetings, Workshops and Trainings

Taking into account the fact that regulation in the energy sector is a field that is developing with

rapid dynamism, then these developments need to be followed continuously. The Regulator pays
special attention to participation in meetings, workshops atmdinings. In addition to the
contribution made to these meetings and working tables, this has an impact on increasing the
1y26fSRAS 2F GKS wS3dAFi2NRa adadk¥F¥Fzs Fa oStt I3
regulation practices that areequired for professional development.

Staff Training

The Regulator considers the human resources as an important factor in meeting the obligations set
by law, and therefore constantly pays attention to increasing the professional capacities of its
employees.

14
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The staff of the Regulator has already gained experience and knowledge in the energy sector
including electricity, thermal energy and gas, qualities gained through work and organized trainings.

Given that energy sector is developing dynamically, trainivdyG@apacity building are necessary, so
the Regulator has paid special attention to the training and development of its employees,
encouraging them to acquire new or advanced skills through:

1 on-the-job trainings;

9 shortterm seminars inside and outside theuntry;

1 longterm trainings and courses inside the country and abroad,;
During 2018, a series of regional meetings, workshops and trainings have been held that have
O2yiNROGdzI SR (12 FdzNIHKSNJ AYONBIaAy3d GKS (tye2gf SRZ
energy sector in line with EU standards.

The staff of the Regulator has participated in trainings, workshops, professional study visits mainly
organized by ECS, REPOWISRID, NARUC, ERRA, etc.

2.6 Procurement Activities

ERO has been facing numerous problems as a result of Central Procurement Agency (CPA) failure to
perform the procurement procedures. Due to the amendment of the Law on Public Procurement,
GKS 2FFAOSQa 2LISNIGA2Y KI & 0 SBsyfiedkylCPAKNRRryimge K !
out procurement activities. This has led the office to remain without services and supplies required

for its normal functioning.

15
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3.1 Completion of theRegulatory Famework

Ly AYLERNIOFYd LIFNL 2F GKS wS3dzA I G2NRa +FOGAGAGe
the regulatory framework in the Energy Sector. This regulatory framework has been supplemented
by the Regulator in a significant part and the Regulaastill carrying outhe drafting processof

some important documents in implementation of the LanwsEnergy Sector. Drafting and revision

of sublegal acts by the Regulator was carried out in each case by extensively consulting third
parties who had a déct interest in the decisiomaking. Several public hearings were held with the
presence of stakeholders who have shown interest in the documents being drafted by the
Regulator, which in any case have been made public to the parties through their pioblioatthe
wS3dzZ I §2NR& ¢So0arisSo

During 2018, the Board of the Regulator has issued important Decisions, by approving the following
documents:

a) Operation Safety Standards;

b) Transmission System Safety and Planning Standards;
c) Procedure for Connection to the Tremission Network;
d) Code of Practice for Access to Land and Premises;

e) Rule on Publication of Electricity Market Data;

f) Rule and Methodology on Preparation of Energy Balances;
g) Procedure on Electricity Trading;

h) Grid CodeOperational Code;

i) Metering Code;

j) Balarting Code;

k) Connections Code;

[) Operational Planning Code etc.

3.2 Licensing of Energy Activities

Generation of electricity and other energy activities in Kosovo can only be carried out if the
enterprises are equipped with a license issued by the Energy Regul@ffice. The types of
activities for which enterprises must be licensed are described in the legislation in force. Therefore,
according to Article 28, paragraph 2 of the Law on Energy Regulator, Law n03@5ihd Article 3,
paragraph 1 of the Rule oricensing of Energy Activities in Kosovo (Rule ERO/N0.07/2017), the
Regulator has licensed the following activities: generation of electricity; generation of thermal
energy; cegeneration of electricity and thermal energy; transmission of electricity imetud
transmission system operation; distribution of electricity including the operation of the distribution
system; distribution of thermal energy; supply of electricity and thermal energy, import or export of
electricity including transit; wholesale (tray) electricity supply; as well as the operation of the
electricity market.
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In addition to the abovementioned licenses, the applicable laws allow to carry out some energy
activities without having to apply to the Regulator for a license, which do not have a major impact
on Kosovo's power system. So activities that do not neletkase are:

9 electricity generation at the power location with a capacity not exceeding 5 MW;

1 generation of thermal energy produced by heating plants for own consumption or with a
capacity not exceeding 1 MW,

1 generationof electricity for own consumption, where the generation plant or electricity
customersare not connected to the transmission or distribution system.

During 2018, the companies licensed by the Regulator continued to operate under licenses in force.
Even his year, the Regulator has received several applications for licensing of electricity generation,
electricity supply, electricity wholesale supply (trading), licensing, etc.

3.2.1 Licensing of electricity generation

In order to carry out the activity of eledtity generation with a capacity larger than 5 MW, a license
issued by the Regulator is required, in accordance with Article 29 of the Law on Energy Regulator.
During 2018, several enterprises applienl the Regulator for licensing @flectricity generation
activity in Kosovo.

Generally, licensing of electricity generation activity is increasing as a result of the construction of
new generation capacities (from wind, water, solar, etc.) through the authorization procedure. The
processof issuing the authorization is governed by the Regulator, which includes many other
Kosovo institutions issuing Permits and other appropriate documents, which the enterprises submit
to the Regulator.

Enterprises that after the construction of the gendomt capacity through the authorization
procedure have applied for licensing of the electricity generation activity during 2018 are: "Air
Energy" LLC (Kitka), "Hidroenergji" LLC (Lepenci 3) and "Kelkos Energy" LLC (HPP Lumbardhi II). It is
worth mentioningthat the latter has two applications in the process of licensing for two hydro
power plants (HPP Decani and HPP Belaje), regarding which it has applied for a generation license in
2016. The following is a short description of the data for these enterprises

G!-AXNBENBEa [[/ @ 6 Mds épplied for i diaenseach (17.07.2018 and was licensed
within three (3) months following the application date, therefore completing the documentation
required by the Regulator for the activity of electricity generatiin windpark KITKA, with an
installed capacity of 32.4 MW. The Board of the Regulator issued a Temporary License, for a period
of one (1) year (11.10.2018 until 10.10.2019), given that the enterprise did not submit the
Environmental Permit, which isgaired in addition to other documents, for licensing of electricity
generation activity in Kosovo. The licensee is instructed to submit the Environmental License within
this period, in order to be issued the license with a longer term, in line with apjidegislation.

a1 A RNE Sy qiEeBch 3, 9.98] MW)Applied on 20 December 2018 for generation of
electricity from water, with a capacity of 9.98 MW, and is still under the evaluation process by the
Regulator.
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GYSt12a 9WPPNEbardhi[lF.2/MW) Applied on 21 December 2018 for generation of
electricity from water, with a capacity of 6.2 MW and is under the evaluation process by the
Regulator.

Both these enterprises (Hidroenergji and Kelkos) have built their hydro power plant through the
authorization procedure for constrtion of new generdon capacities, whereas their applications
for licensing of electricity supply activity are under evaluation process at Energy Regulatory Office.

aYStyz2a 9ySNHeé¢ [[/ Ol tt eD8wN)Ysiah enfepriséundarahe | y R |
process of licensing the electricity generation activiitgtin water, since24.02.2016 wherit applied

to the Regulator for licensing of electricity generation activity in Kosovo for two hydro power plants,
whereas as mentioned above, the same enterprise, during 2018, has also applied for the third hydro
power plant (HPP Lumbardhi Il, 6.2 MW) uaits in the Municipality of Decan.

As for the aforementioned companies, the whole project for the construction of these hydropower
plants has gone through the procedure for construction of new capacities, led by the Regulator,
while this enterprise df does not have electricity generation license for any of these three (3)
hydro power plants, due to the neissuance andnon-submission to theRegulator ofthe
Environmental Permit issued by the Ministry of Environment and Spatial Planning of Kosovo.

Despite this, Kelkos continued with the operation of HPP Decan and HPP Belaje, without a license.
Initially this activity was carried out as a test operation, but starting from April 1, 2016, the
generators are in commercial operation. The Regulator hasuictstd the Enterprise taubmitan
Environmental Permit for these hydropower plants so that it can issue a license for operation. There

is still no progress in this regard, "KelKos Energy" LLC does not yet possess a license for electricity
generation.

ay2d@2 9y SNHe& JoEHdeiating DivisiaryTPP Kosova A is an enterprise which has
applied for extension of the license for electricity generation from lignite (coal) until 04.10.2022.
The license of this enterprise was extended for the period f@@n10.2018 until 04.10.2019.

The table below presents the data of the enterprises that were licensed, their license was extended
and those in the process of obtaining a license for electricity generation activity.

Tab.3.1 Enterprises that have been licensatk in the process of licensing and those applying for extension of
license for electricity generation activity

Description of License(The number of Address, Headquarters of the

No. Name of the Compan . . .
pany Activity the License Licensee

Validity of the License
St. Isa Boletini, n.n. 60000,Gjila

Republic of Kosovo 11.10.2018 - 10.10.201

1 a! AN 9y SNH@ ¢ [ |Electricity Generation ZRRE/Li_62/18

Goabdyl ¢ SNBSIT §04.10.2018-04.10.2019
ristina, Republic of Kosovo Extension of License

Y2NLI2 NI GF 9y SN

JSC (TPP Kosova A) Electricity Generation ZRRE/L|_05/17_/§

_63/18{uq) 58aKY2NBU S

"Hi ji" LLC (L« i El ici i ZRRE/LI
3 idroenergji" LLC (Lepenci 3) Electricity Generation /Li Ferizaj, Republic of Kosovo

in process... (2018)

bYSt Yy2a 9ySNHE
Lumbardhi I1)

bYSt Y2a QVSN\EIééEéL:./% ol tt ) {do{+FtA 4S81dz= L. . .
5 A lectr eneration ZRRE/Li_49/16 A A .in process (since 2016
58t yA O 'y ! - 58l ys wSLidzot ac P (st ‘

AT < E.in process... (2018)

Electricity G ti ZRRE/Li_64/18 A A
ectricity Generation - 58l ys wSLldzt A ¢

A R N process (since 201€

6 bYSEtYZ2a 9y SNH e tEledtricity Géneration ZRRE/Li_B0A16 58cel yI wSLMmE AC

18



P

U ENERGY REGULATORY OFFICE ANNUAL REPORU18

The Regulatoissues a decision for each application for a license, wihity (6Q calendar days,
following the submission of the completed application.

3.2.2 Licensing of electricity supply activity

During 2018 several legal entities for electricity supply weran$éed by the Regulator, which have
completed the application for teiactivity. The entities that are licensed are: "Future Energy Trading

and Exchange Dynamics" LLC, "Jaha Company" LLC, "SharrCem" LLC, and Kosovo Energy Corporation
JSC. The data of these enterprises in details are shown in the lhalde.. However exceptfor

KESCO, other companies licensed for electricity supply activities in Kosovo have so far not yet
carried out electricity supply activities.

Tab.3.2 Enterprises that have been licensed for electricity supply during 2018

Description of Licensed The number of Address, Headquarters of the

No. Name of the Compan - . )
pany Activity the License Licensee

Validity of the License

"Future energy trading and
exchange dynamics" LLC

Kalabria , Al, Cll, No.25, Pristir 13.04.2018-12.04.2023

Blectricity Supply ZRRE/LI_55/16 Republic of Kosovo issuance of license

INDSNR = {({d L 313.04.2018-12.04.2023

1]l 1 ici i
2 fpuE e s, PR SR ARSI Pristina, Republic of Kosovo  issuance of license

Street, "Adem Jashari" No.280, 13.04.2018-12.02.2023

3 "SharrCem"LLC Electricity Supply ZRRE/Li_61/17 Hani i Elezit issuance of license

"Korporata Energjetike e
Y2az2@gsab W{/

{d® b&ys ¢SNST I 20.12.2018-19.12.2043

4 Pristina, Republic of Kosovo  issuance of license

Electricity Supply ZRRE/Li_60/17

Asit can be seen from the table above, the companies "FUTURE ENERGY TRADING AND EXCHANGE
DYNAMICS" LLC, "Jaha Company" LLC, and "SharrCem" LLC, were licensed for a period of five (5
years, while " Kosovo Energy Corporation "for a period of twiingy(25) years, in accordance with

Article 32 of the Law on Energy Regulator, which determines the duration of the supply license
depending on the financial situation of the applicant,wé maximum duration of twenty five (25)

years.

3.2.3 Licensing of electricity wholesale supply (trading) activity

During 2018, the Regulator extended two licenses for an additional period of five (5) years: "Danske
Commodities Kosovo" LLC and "MCM Commodities” LLC, but did not accept any new application for
licensing otlectricity wholesale supply (trading). The reasons for this may be the provisions 2 and 3
of Article 32 of the Law on Electricity, according toakhiElectricity trading may be performed by
electricity enterprises on the basis of a license issued by the Regulator in accordance with the Law on
EnergyRegulator and in line with Market Rules. The licenses issued for the trading of electricity in
other Contracting Parties to the Energy Community shall be recognized in Kosovo. Such licensed
suppliers will have the right to trade electricity without the need for additional licenses. Traders and
suppliers registered in another Party of the Energy Commbaitg the right to participate in the
electricity market under the principle of reciprocity and in accordance with applicable market rules,
oFfFyOAYy3a NMYz Sa yR FAaOFf NMz Sa¢ o
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"EVN TRADING" L.L-@. an enterprise that has been licensed by tRegulatoryBoard for a period

of five (5) years (15.06.201515.06.2020) for electricity wholesale supply (trade) activity, but on
12.07. 2018, at the request of the licensee, tReegulatoryBoard has ceased the licensing activity,
since the enterprise has brougtd the Regulator the documents according to which it has no legal
obligation.

The details of the enterprises that have been licensed for extension of the licansdectricity
wholesale supply (trading) activity and the enterprises whose license watged are shown in
the table below.

Tab.3.3 The enterpriséo whom thelicense for electricity wholesale supply (trading) actiwiasextended or
terminated

Description of License( The number of Address, Headquarters of the

No. Name of the Compan . ) .
pany Activity the License Licensee

Validity of the License

Q.Pejton, St.Mujo Ulginaku No.5
ZRRE/Li_39/17 Ap 4, 10000 Pristina, Republic ¢
Kosovo

22.04.2018-21.04.2023
Extension of the Licens:

"Danske Commodities Electricity Wholesale
Kosovo" LLC Supply (Trading)

Electricity Wholesale
Supply (Trading)

MotherTeresa, 10000 Pristina, 02.05.2018-01.05.2023

2 MCM MMODITIES LLf
CM COMMO suc Republic of Kosovo Extension of the Licens:

ZRRE/Li_40/17

Electricity Wholesale
Supply (Trading)

Mustaf Kruja No.14, 10000 12.07.2018 termination

3 "EVN TRADING'LLC
Pristina, Republic of Kosovo of the license

ZRRE/Li_42/17

Regarding thextension of the license, the duration of each license may be extended for a period of
time not exceeding the relevant time period of the current license, meaning that the licensee
manages to meet all theerms and conditions of the license and has filedréten request for the
extension of the current license.

3.3 Monitoring the energy enterprises

One of the main competences of the Energy Regulator is the supervision/monitoring of energy
enterprises, to see whether the enterprises are operating in compliamitie the terms of the
license, the application of rules, individual acts and decisions issued by the Regulator or other
legislation in force.

The Regulator, in line with the responsibilities under the Law on Energy Regulator, in particular
Chapter XIlI, tb Law on Electricity and secondary legislation related to monitoring and supervision
of activities in the energy sector, monitored the licensed enterprises for energy activities.
Monitoring is carried out through reports and data from licensees, by holdiegtings, and by
visiting (monitoring) licensees, with or without notice.

During 2018, the Regulator monitored licensed energy companies as well as those in the process of
construction through the authorization procedure for the construction of new caijeaciespecially

the enterprises that are above 5 MW which are expected to be licensed by the Regulator, whether
they are acting according to the legislation in force.

The detailed report on the monitoring of energy enterprises during 2018 will be prefmrede
wS3dzA F 2N yR gAff 0SS LlzotAaKSR 2y (GKS wS3dz I G:

20



P

U ENERGY REGULATORY OFFICE ANNUAL REPORU18

The RegulatoryBoard, on 05 November 2018, has issued decisiamsthe establishment of
Working Groups for monitoring of energy enterprises.

The following is a brief overview of the engrgnterprise monitoring process during 2018.
3.3.1 Monitoring according to the Reporting Manual in the Energy Sector

According to this manual, licensed energy companies have submitted to the Regulator immediate,
quarterly or annual reports, depending on the reémments outlined in this manual or other
wS3dzA  i2NNa wSljdZANBYSyiad C2N a2yS tA0SyasS | N
license conditions that may have a serious impact on government politisgmers or the cost of
compensation, the licensee should immediately notify the Regulator. In the event that such notice is

not submitted on time, the Regulator has the right to impose administrative measures or fines in
accordance with the Rule on Adminisiret Measures and Fines.

Taking into account the reports submitted during 2018, the Regulator has not imposed any
administrative measures or fines on the licensees.

3.3.2 Field Monitoring of the Compliance Program of the Distribution System Operator (KEDS)
for 2018

According to Article 15 of the Law on Electricity, tRegulatoryBoard, on 16 July 2015 (Decision
V_750 _2015), has approved the "Distribution System Operator Compliance Program". Therefore,
since 2015, the Compliance Officer has prepared aibdhitted to the Regulator, the Annual Report

on the KEDS Compliance Program, which is initially reviewed by KEDS Management and approved
by the KEDS Executive Board. This is because, according to the Compliance Program, the Licensee
must take measures to eliminawiscriminatorybehavioursand also the DSO Compliance Officer

must prepare an Annual Report each year on the measures taken in the previous year for the
implementation of the Compliance Program.

3.3.3 Field Monitoring of Kelkos Energy Enterprise

As a result ofhe construction of Hydro Power Plants from this enterprise (HPP Decani, HPP Belaje
YR FAyFfte& 1ttt [ dzyol NRKA LLOX GKS wS3dzZ I d2NDR
monitoring the construction of generation capacity HPP Lumbardhi Il. The miagitof this hydro

power plantwas carried ouin order to see the real situation of the construction of this hydropower

plant and at the same time to instruct the investor on the procedures and the upcoming process,
whether for test phase, obtaining the license for electricity generation, entry ageration etc.

From the field visit on June 4, 2018 it was concluded that HPP Lumbardhi Il is at the end phase of
works for construction of this hydropower plant.

3.3.4 Monitoring the Capital Investments in KOSTT and KEDS during 2018

Security of electricity sugp and its quality depend on the level of operating and capital
expenditures. For this purpose, the Regulator during the regulatory periods allows a certain level of
capital investments based on the planned projects. In order to see how these projectbéeane
implemented, the Regulator, within its responsibilities and competences, has established a Working
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Group for capital investments monitoring of KOSTT and KEDS licensees through a decision of the
Regulatory Board.

The monitoring group through written oommunications and visits on the field focused on
monitoring the procedural, technical and financial aspects. The methodology used for the
realization of this monitoring was carried out through selecting the projects by chance and of
different nature.

For tis purpose, the working group has requested from the licensees to submit relevant project
files, in order to get the results which are by nature measurable and qualitative.

Following the analysief capitalinvestments, projects and procurement proceduréise working
group will present to the Board of the Regulator, the compliance with the overall technical and
procedural requirements of the findings, and key recommendations during the monitoring.

3.3.5 Monitoring the Supply and Gstomer Protection

The WorkingGroup on monitoring the complaints and other issues related to customer protection
has carried out monitoring and developed the following activities:

1. Provision of data in the area of provision of services to customers by Public Supi®€O

and Distrilution System OperatorKEDS;

¢CKS @AaAld 2F GKS wS3dz I G2NR& 22N] Ay3 DNERdzJ
Providing data (samples) from the venue in the above mentioned districts;

Analysis ofll the data provided by KESCO and KEDS; and

Findings derived from the data provided by KESCO and KEDS.

ok w0 D

Following all the analysis, the Working Group of this Report shall present t&RéwilatoryBoard

the main recommendations with the aim of improving the electricity supply services, which have
been identified during the monitoring, which will decide on further steps to ensure best supply of
electricityto customers

3.3.6 Market Monitoring

The Regulator is responsible for monitoring the operation of electricity markets in order to ensure
their efficiert operation and to identify the correct actions that may be required.

The Regulator continuously monitors the electricity market including imports and exports of
electricity. The energy traded by domestic sources and imports was used to cover the demand
including consumption, losses and balance of the system. Within the monitoring, the Regulator, in
addition to analyzing the daily, monthly reports etc. has also carried out visits to the licensees
during the direct execution of the procurement process. Thieppse of these visits was for the
Regulator to ensure that all energy procurement procedures are being applied under the legislation
in force. It should be emphasized that the Regulator on August 20, 2018 has approved the
document "Procedure for Electrigi Trading”, which defines the general principles of purchase and
sale of electricity.
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The supplier is obliged that in order to cover the needsudtomers to provide energy in the
domestic competitive market or from imports, as well as system operators are obliged to provide
energy to cover the losses and other auxiliary services in the competitive market based on the
legislation in force.

3.3.7 Monitoring Electicity Interruptions

Based on the decision of theRegulatoryBoard, a Working group for monitoring of electricity
outages and maintenance was established, which focuses mainly on the monitoring of the
Electricity Distribution System Operator (KEDS), theom Electricity Supply Company (KESCO )
and the Transmission System Operator and Market Operator (KOSTT).

For carrying out this monitoring, the following documents were taken into considerafate on

General Conditions of Energy Supply; Rule on Discthoim and Reconnection of Customers in the
Energy Sector; Quality of Supply and Service Standards; Grid code; Distribution Code and Distribution
Metering Code, as well as various reports: Plannings for Maintenance and their Implementation,
indicators (SAM, SAIFI, ENS etehlen notices on outages published on the websites, and minutes

of the works carried out etc.

Regardinghe monitoringactivity and findings of this monitoring, the Regulator is in the process of
finalizing the Report whichwillbe pibhA 8 KSR 2y (G KS wS3dz I G2NRa 6So0aA

3.4 Renewable Energy Sourc@RES)

Upon the Law on Energy Nr. 08JB1, the policies related to RES have been set up, aiming to
promote the sustainable and economical use of RES domestic potentials, in order to meet the
demand for energy, increase the security of supply and environmentgkeqtion which is an
integral part of the Energy Strategy of the Republic of Kosovo.

In order to implement RES policies, the respective Ministry has, according to the legislation in force,
determined by a special stlbgal act the RES targets for energylime with the requirements of
the relevant European Union Directive for RES.

The Law on Energy Regulator no. G684 stipulates that the construction of new generation
capacities (RES), new systems for the transmission and distribution of naturalngasling
interconnectors, as well as direct electricity lines and direct gas pipelines for the transfer of natural
gas will be made in accordance with the authorization procedure under this law, which shall be
undertaken by the Energy Regulatory Officeaatordance with objective, transparent and ron
discriminatory criteria.

In order to meet the legal obligations for reaching the obligatory RES target by 2020, the Ministry of
Economic Development has issued the Administrative Instruction no. 01/2013 and no. 05/2017
which has set the annual and long term energy targets of gnffggn RES.

The Administrative Instruction has determined that the mandatory tafgetRenewable Energy
Sources by 2020 is 25% of the final gross energy consumption, as defined in Article 4 of the Decision
of the Ministerial Council of the Energy Commuyiriiir. D/2012/04 / MEENC.
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It is worth mentioning that Kosovo is a signatory party to the Treaty on Establishment of the Energy
Community, which was signed on 25 October 2005, ratified and entered into force on 1 July 2006
and started to be implemented onJuly 2007. Based on this, Kosovo has assumed legal obligations
to fulfill all obligations related to the energy sector, which also includes the obligation to reach the

RES targets by 2020.

Annex | of this Administrative Instruction 05/2017 has determitiegl electricity capacities from
RES (MW), where the set target level for renewable energy sources, admitted to the Support
Scheme is as in the following table:

Tab.3.4 Targets for RES capacities

Capacity of Electricity from RES
Primary Energy Source 2016 2017 2018 2019 2020

Photovoltaic 6 7 8 9 30
Wind 1 61 115 129 150
Small HPPs 40 57 181 187 240
Biomass 6 8 10 12 20

In order toreach RES targets for generation of electricity from RES, as set forth in the- above
mentioned Guideline, and in accordance with the legal mandate provided by the applicable
legislation on energy, during 2018, the Regulator has received arndwed applicions for
obtaining the authorization, in line with the Rule on Authorization Procedure for Construction of
New Generation Capacities based on RES and Rule on Support Scheme from Renewable Energy
Sources

The Board of the Regulatan order to support thepromotion of renewable energy investments,

has issued Decision810-2016 which sets the Fead-Tariff for generation of electricity produced

by RES, where: electricity generated from water (hydro power plant <10 MW) has the price of 67.47
eka2 KX GRBEOBSGESOISYSNIrGSR FNRBY GHAYR Ofop az20 ¢
St SOGUNAROAGE ISYSNIUGSR FNRY a2fAR o0A2Ylaa F2N O
electricity generated by solar/photovoltaic panels (PV <3 MW) for the targets up tMWA0
FOO0O2NRAY3I G2 0GKS LINBGA2dza AyauNHzOUA2Y 61 & moc ®r

Also, in order to meet RES targets, the Regulator has also guaranteditetipan ofthe Energy
Purchase Agreement, which is concluded between the investor and KOSTT/MO, where the
electricity gemerated from photovoltaic panels and the energy generated from wind turbines will
have a duration of 12 years, while for other sources (hydropower and solid biomhasl)have a
duration of 10 years, with applicable prices (Féed ariff) and accepteith the Support Scheme.

3.5 Authorization for Construction of New Capacities

The Regulator, during 2018, continued to implement the authorization procedure, review of
applications for issuance of authorization for construction of new generation capacities based
Renewable Energy Sources (RES) for companies that applied for obtaining an authorization.

The Regulator, within the framework of fulfilling its obligations under the legislation in force, has
issued final authorizations for construction of new genematcapacities, whereby each applicant
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for obtaining the authorization has been subjected to a regularity analysis and correctness of the
legal, administrative, technical, financial documentation and environmental issues, as well as
obtaining relevant perns for water use in hydropower cases, the right on the use of land, technical
solutions of the connection and environmental consent issued by relevant institutions in
accordance with the activity that entities have requested for obtaining the Final aattimm for
allowing the construction of new generation capacities from RES.

During 2018, the Regulator received 12 applications for authorization for construction of new
generation capacities from RES, from different legal entitiesg@ests were received and reviewed

for the conversion of preliminary authorization into final authorization from solar energy sources
and hydro power plants. During this year there were requests for modification of the final
authorization. While the regests for postponement of the preliminary authorization and final
authorization have been variable.

3.5.1 Issuance of Preliminary Authorization

The Regulator, during this year, has reviewed and evaluated applications received from legal
entities that have provedheir suitability for the construction of new facilities but have not yet met

all requirements deriving from the legislation in force, has issued preliminary authorizations to
enable completion of applications and for obtaining the final authorizatiorcémstruction of new
generation capacities.

The table below presents the number of preliminary authorizations, issued by the RegBatmd,
from different RES technologies during 2018.
Tab.3.5 RESreliminary Authorizations

_— L No. of issued
Preliminary Authorizations from  RES

Decisions
Hydro Power Plants 1
wind Energy 5
Solar Energy 7
Total 13

The Rgulator, with respect tdwydro power plantshas issueé preliminary authorization for 1 legal
entity, whereasfor the construction of wind turbines was issued one authorization for a project
with a caacity of 11 MW, which is within the limits allowed by Administrative Instruction, whereas
4 other wind projects with an installed capacity of 135.8 MW and projects from solar/photovoltaic
panels with an installed capacity of about 21 MW were consideredddmision as "pending"”
applications to be admitted to the Support Schermiwhich:

- 1 preliminary authorization for hydro power plants with a total capacity of 3.3 MW,
- 1 preliminary authorization for the wind turbine with a capacity of 146.8 MW,

- 7 preliminary authorizations for solar power with a capacity of 21 MW;

Regarding the applicants who have met the requirements and criteria determined for issuance of
preliminary authorization, this year theRegulatoryBoard has issued thirteen (13) preliraiy
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authorizations. The companies that were issued prelamny authorizations (see table@below) are
presented below.

Tab.3.6 The companies which were issued the Decision on Preliminary Authorization

Date of Issuance
. - . Installed o
No. Legal Entity Facility Location Capacit of Preliminary
pactty Authorization

Hydro Power

1 Dino Energy LLC ltt [SLISYyOA BIMWI =R0/1R 018

Plant
. . . Wind Park - Budakova,
2 Bond -Com Energy Point LLC Wind Turbines ind Far udakova 11 MW 13.06.2018
Suhareka
Wind Park - B ki
3 Bond -Com Energy Point LLC Wind Turbines vind Park-Budakova, oo\ 1306 2018
Suhareka
. . . Wind Park -Kamenica,
4 Air Energy LLC Wind Turbines YEYSYAOS 34.8 MW 13.06.2018
. ) . Wind Park - Kamenica,
5 Air Energy LLC Wind Turbines YEYSYAOS 34.8 MW 13.06.2018
Wind Park M i
6  Data Systems LLC Wind Turbines o - ar«Marect, 312 MW  20.12.2018
Pristina
7 lf&aA 9 /2 m Y2%0mPS [ ®[ Madamaj, Kusar, Gjakova 3 MW 29.03.2018
8 Building Construction L.LC.  Solar Madanaj, Kusar, Gjakova 3 MW 29.03.2018
9 Jaha Solar LLC Solar Madanaj, Kusar, Gjakova 3 MW 12.07.2018
10 Jaha Solar LLC Solar Madanaj, Kusar, Gjakova 3 MW 12.07. 2018
11  Jaha Company LLC Solar Buroj, Skenderaj 3 MW 12.07.2018
12 Jaha Company LLC Solar Buroj, Skenderaj 3 MW 12.07.2018
13  Jaha Company LLC Solar Buroj, Skenderaj 3 MW 12.07.2018

Comparedto 2017, when the Regulator had issued seven (7) preliminary authorizations, during
2018, thirteen (13) decisions on preliminary authorizations, with a total installed capacity of 171
MW wereissued, which within the legal deadline, following tt@mpletion of legal requirements
could be authorized by the Regulator for construction of new generation capacities from RES.

The Decisions on Notification for Preliminary Authorization have determined that applicants have
proven their suitability for corisuction of new generation facilities, but have not yet met other
relevant requirements, which at the same time stipulates that it does not entitle the holders of
preliminary authorization to continue the construction of new generating facilities befdfilifg

all the conditions and requirements set out in the applicable legislation. Such decisions shall oblige
the applicant to submit a written request within a period of one (1) year from the issuance of the
Preliminary Authorization requesting that th&nal Authorization be issued.

Preliminary Authorizations of solar energy and wind turbines are considered "pending" applications
for admission to the Support Scheme, and legal deadlines do do not start until the Regulator
through a written notice informghe commencemenbf the legal deadlines.
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It is worth mentioning that the issuance of the Decision on Preliminary Authorization, also
determines the availability of targetsadmissionof the applicant to the Support Scheme and
automatic guarantee of the Fedd Tariff as well as the guarantee of the sale of electricity for the
period determined by legislation in force.

3.5.2 Applications that are under review process at the Regulator

The Reglator, during this year, has received applications for obtaining the authorization for
construction of new generation capacities, which are in the completion phase. Below is a list of
applications that are under review process.

Tab.3.7 Companies that are under review process for obtaining the Preliminary Authorizations

Installed

Nr.  Legal Entity Facility Location (o Application Date
1  KPOWRLLC. Solar {OSNNJ = t Se2& 3MW 14.09.2018
2 EDKLLC Solar {GSNN] = t S2&§ 3MW 14.09.2018
3  EDKLLC Solar { GSNNJ = t S2§ 3MwW 14.09.2018
4  JAHA EXTRA BETON LLC Solar { BSNNJ] = t S2% 3MW 14.09.2018
5  JAHAEXTRABETONLLC Solar {GSNNJ] = t S2&§ 3MW 14.09.2018
6  PERLATLLC Solar {OSNNJ = t S2& 3MW 18.09.2018
7 EDKLLC Solar {BSNNJ] = t S2§ 3MW 18.09.2018
8  N.T.SH. ELING Solar [fFro2FyZ t SE28MW 13.12.2018
g | MR LISHEE A S s Rezina, Gjakova 1.5 MW 20.04.2018

GJAKOVA

The Regulatohas evaluated the applications for issuing authorizations for the construction of new
generation capacities, respecting Ebal procedures andriteria for meeting the RES targets set
out in the applicable guidelines, and upon completion it will issue the Prelimikathorizationsto

the abovementioned applicants.

3.5.3 Issuance of Final Authorization

The Regulator, during 201Basreviewed the applications for the issuance of Final Authorization,
along with the completed documentation for conversion of Decision on Notice for Preliminary
Authorization into Final Authorization for construction.

The table below presents the numbef Final Authorizations issued by tieegulatoryBoard, based
on different RES technologies during 2018.
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Tab.3.8 RES Final Authorizations

Final Authorizations from RES L\ @i ISy

Decisions
Hydro Power Plants 3
Wind Turbines 3
Total 6

For construction of new generation capacities from hydropower plants, three final authorizations
were issuedvhereas threeother final authorizations were issued for construction of wind turbines
with a total installed capacity of 114.8 MW, of which:

- 3 authorizations for hydropower plants with a total capacity of 11.3 MW

- 3 authorizations for wind turbines with a capacity of 103.5 MW

The following table shows the legal entities that were issued the Final Authorization for
construction of new generation cap#es.

Tab.3.9 Companies thaivere issue Final Authorization for Construction

Date of Issuance

No. Legal Entity Facility Location Icnztjlftd of Final

pacity Authorization
. Hydro Power
1 N.T.N. Renelual Tahiri LLC Plant HPP Dragash, Dragash 3.4 MW 29.03.2018
Hydro Power . . |
2 Afa Energy LLC Plant HPP Kotlina, Hani | Elezit 4.9 MW 29.03.2018
. Hydro Power -

3 Hidro Forca LLC Plant Ittt {2L122YyAOI 3IME Y| cel3962D18

4 Sowi Kosovo L.L.C. Wind Turbines Selac 1, Mitrovica 34.5 MW 13.06.2018

5 Sowi Kosovo L.L.C. Wind Turbines Selac 2, Mitrovica 34.5 MW 13.06.2018

6 Sowi Kosovo L.L.C. Wind Turbines Selac 3, Mitrovica 34.5 MW 13.06.2018

The dove-mentioned projects are expected to be implementedthin a period of two (2) years
according to the dynamic plan for implementation of projects, in accordance with the terms of the
authorization.

3.5.4 Modification of the Final Authorization

During this year, the Regulator has received requests for modification of the Final Authorization for
construction of new generation capacities from RES. These requests, following the completion of
relevant evidence issued by the relevant institutionsha Republic of Kosovo, have been assessed
and reviewed by the RegulatoryBoard, in accordance with the legal provisions of the Rule on
Authorization Procedure.

The following table presents the legal entities that have been allotivednodification of the Final
Authorization, for the installed capacities for generation of electricity from RES.
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Tab.3.10 Companies whose final authorization has been modified

] - . Installed Date of Issuance
No. Legal Entity Facility Location Capacity of Final
Hydro Power
Plant
Hydro Power
Plant

1 Eurokos JH LLC HPP Brodi 1, Dragash 2.48 MW 15.10.2018

2 Eurokos JH LLC HPP Restelica 3, Dragash 2.35 MW 15.10.2018

The Modifcation ofthe Final Authorization from the company Eurokos JH LLC, was requested for
the hydro power plant HPP Brodi 1, for the installed capacity of 1.06 MW, authorized by Deceision V
881-2017, dated 09 February 2017, and modified by Decisid®5342018, dated 19.0.2018, to

the installed capacity of 2.48 MW, in Brod River, Municipality of Dragash, meeting the
environmental and water requirements. Whereas, the Modification of the Final Authorization V
8822017, dated 09 February 2017, was issued to the Eurokod QHftom the initial installed
capacity of 1.49 MW to the installed capacity of 2.35 MW, which was allowed by Decis@BbV

2018, dated 15.10.2018, in accordance with the Water Permit issued by MESP. These modifications
are allowed in accordance with ttoeiteria and legal requirements of the applicable legislation.

3.5.5 Entry of RES Generators into Operation

During this year, following the finalization of the projects, in line with the Authorization by the
RegulatonyBoard, as well as following the technical admission, the generators of three (3) projects
entered into commercial operation, with a total installed capacity of 38.4 MW.

The following table presents the legal entities that have entered into operationdoemgtion of
electricity from RES.

Tab.3.11 The companies which have entered into operation

Date of Issuance
Installed

No. Legal Entity Facility Location Capacit of Final
pacity Authorization
. . . Wind Park - Kitka,
1 Air Energy LLC Wind Turbines n 'ar a 32.4 MW 11.10.2018
Kamenica
2 .ANNY t Se25a [ [ %olar Madanaj, Kusar, Gjakova 3 MW 06.11.2018
3 CNR I2 C22R Y2aRoas [ [/ Madanaj,Kusar, Gjakova 3 MW 06.11.2018
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The Project Wind ParkKITKAas beenin commercial operation since October 11, 2018, whereas
the solar projects have entered into commercial operation on 06 November 2018. Regarding these
projects, the agreements for purchase of electricity for generation of electricity from RES are
finalized, which have been signed for a period of twelve (12) years with KOSTT/MO.

3.6 SeltConsumption Generators

The Regulator, during this year, has also handled requests/applications of generators for obtaining
the status of OwrConsumption Customer. Following the fulfilment of legal requirements, in
accordance with the Rule on Authorization and the Support Schtdrag,were allowed to proceed

with the construction of generation capacities for oswonsumption.

The following table presents the legal entities that were issued a Decision biRRegelatoryBoard
for construction of owrconsumption generators during 281
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Tab.3.12 Companies that were issued the Decision to construct generators fecamgumption

Date of Issuance

No. Legal Entity Facility Location Installgd of Final
Capacity .
Authorization
1 N.T. LIRIDONI Solar [ £ F Lyl &asStf s ookl cel 32092018
2 Agro Trade LLC Solar [ €1 Lyl astf 3 z552MN cel 34092018
Mari Neighborh
3 4L NBKALF [[/ Solar arigona Neighborhood, -\ 54 09 2018

DNJ cel YA Ol

The dove-mentioned projects are expecteih be carried out within the period defined according
to the dynamic plan for implementation of projects, in accordance with the techaitatia of the
connection.

The Regulator has also received other requests from natural and legal persons, auhidh
different phases of completion and according to the procedures in force, following the completion,
they will be allowed the construction of these generation capacities for-oamrsumption.

3.7 Monitoring the construction of new generation capacities

The Regulator, during this year, has monitored the legal entities that have obtained a Final
Authorization the construction of generation capacities, which are in different phases of
construction.

The Regulator monitored the works that are being carried muthe company Matkos Group LLC,
for the projects HPP Vica, HPP Shterpca and HPP Sharri, authorized by De@4®8M, V759
2016 and V760-2016, for construction of new generation capacities from hydro power plants, with
a total installed capacityfd6 MW (all three projects), in CA Shterpce, Municipality of Shterpca.

The hydro power plant HPP Vica, according to the dynamics of works carried out in the field, is
expected to be finalized by the beginning of 2019, whereas the projects HPP ShtérpePand
Sharri are in different phases of construction.

The Regulator has monitored the works that are being carried out by HIDROENERGJI LLC, for the
project HPP Lepenci 3, authorized by Decisietb%2016, for the construction of new generating
capacities fom hydro power plant, with an installed capacity of 9.98 MW, CA Kacanik, Municipality

of Kacanik. During the monitoring it was noticed that: the construction of the offtake has been
completed, the pipeline extension is almost completed and the facilitghef hydro power is
completed, as well as the turbines halyeen joinedtogether with the technical parts. According to

the planning, this project is expected to begin the testing phase in the spring of 2019.

The Regulator monitored the works that are bgioarried out by EUROKOS JH LLC for the Project
HPP Brodi 3, authorized by DecisicBA0-2016, for construction of new generation capacities from
hydro power plant, with an installed capacity of 4.7 MW, in CA Kukalane, Municipality of Dragash.
Theproject HPP Brodi 3 is in the final phase of execution, and according to the dynamic of works
being carried out, it is expected to enter the testing phase soon, which will start in early 2019.

The Regulator monitored the works that are being carried out by thmapamy N.T.N. RENELUAL
TAHIRI LLC, for the project HPP Orqusha, authobyddecisionv-891-2017, for construction of
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new generation capacities from the hydro power plant, with an installed capacity of 4 MW, in CA
Orgusha, Municipality of Dragash.

The Reglator monitored the works that are being carried out by SOLAR GREEN ENERGY LLC, for the
Project authorized by Decision \838-2016 for construction of new generation capacities from
solar/photovoltaic panels, with an installed capacity of 3 MW, in CA Nd&pddunicipality of
Kamenica, where according to the dynamics of works, it is expected to enter into operation in
March 2019.

In addition to this, the Regulator has also monitored other projects that are being executed
according to Decisions on Final Amtizations, which are in different phases of construction,
according to legal deadlines set in respective decisions. Their monitoring has been carried out
continuously depending on the requirements that have arisen during their implementation.

The Regulator will continue to monitor the construction of new generation capacities from
Renewable Energy Sources, meanwhile respecting all the legal procedures and criteria established
by the applicable legislation.

3.8 Court Disputes

The Regulator, on 12.10.2018, received from the Basic CoutPrigsina, Department for
Adminigrative Matters, the Ruling Ano. 1373/17, dated 08.10.2018, upon which it was obliged,
within 30 days, to submit procedural objections and declare whethecdepts or contests the
claim of the plaintiff regarding the initiation of the Administrative Conflict by the Ombudsperson of
the Republic of Kosovo, for annulment of the decision of tRegulatoryBoard no. V_399 2012
dated 06 February 2016.

The Regulatqron 09.11.2018, at the Basic Courfirisina, Department for AdministrativMatters

has filed a response to the lawsuit upon which it has fully contested the lawsuit and the claim of the
plaintiff Ombudsperson of the Republic of Kosovo and has dealldthe facts mentioned by the
plaintiff in the lawsuit. The Regulator has also requested from the court to refuse the lawsuit filed
against the Regulator for annulment of the decision V-2092, dated on 06.02.2012 as
ungrounded and requested that the Bision of the Boardamain as grounded and faiThe
Regulator is awaiting the invitation from the competent court for review of the merit case, which
will define all the issues raised by the lawsuit and justified by the answer to the lawsuit.

The Regulatg on 19.10.2018, received from the Basic Court in Mitrovica, the branch in Skenderaj,
General Department, the Resolution C. No. 35/2018, dated on 16.10.2018, upon which it was
obliged to submit a reply to the lawsuit in written form, within 15 days.

The Rgulator on 01.11.2018, at the Basic Court in Mitrovica, Branch in Skenderaj, General
Department, filed a written reply upon which it has fully contested the lawsuit and the petition
initiated by the plaintiff. The Regulator has also requested that thendie rejected as inadmissible

as long as there is a court case in the file being adjudicated by the Basic Céuisima for
Administrative Affairs.

The Regulator, on 19.06.2018, received from the Basic CourPrigsina, Department for
AdministrativeMatters, the Ruling A.no. 1780/2016, upon which, after the main public hearing held
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in the presence of the parties' authorized representatives, rejected the claim of the plaintiff, KEDS
JSC inPrisina, requesting the annulment of the decision of the Retul V_860 16 dated
14.10.2016, upon which the HEFS company was licensed for the supply of electricity, whereby the
court in question, left the decision of the Board in force as grounded and fair.

39 ay2az2gk S wSé¢ t NRe2SOi

Security of electricity supply msne of the main objectives of the Government's Energy Strategy.
According to this Strategy, investment in new generation capacities is needed, and regarding this
the Government of Kosovo has developed an open, competitive tender and has selected the
invesbr for the construction of the generator with a capacity of 450 MW.

In order to facilitate the implementation of operation in the market, the Government has
established the New Kosovo Electricity Company (NKEC') to take over the risk of purchasing the
energy. The energy purchased by NKEC should be marketed in a transparewmliscxaminatory

and marketbased manner, in accordance with Kosovo's laws and applicable competition rules of
the Energy Community, without restricting competition in the electrinigrket.

In order to achieve this, the Regulator has prepared R NEofsiiltation Paper on Development of

{ SOdzNR (i & 2 For ifnmidigla Bublio seride ®Higation on suppliers who sugysioners

in Kosovo, to pay a tax for NKEC, in order to ensure safe return of investments made by the
investor, under the agreement signed between the Government of Kosovo and the investor.

The document contains the criteria for measuring the security of suppdyptbposed methodology

for calculating and applying the tax for capacity as well as the justification for setting the PSO. This
R20dzyYSy i oAff o06S LJzfAAKSR F2N) Lzt AO RAaOdzaaA
and will also be sent to intested parties including ECS, for further comments.

3.10Electricity and Thermal Energdnnual Balance

The Regulator has legal responsibility for defining the methodology, rules and procedures for
preparation and approval of energy balances. Alsmording tothe law,the obligations of system
operators regarding the preparation of these balances are also defined

In July 2018, the Regulatory Board, through Decision V_1016_2018 issued the Rule and
Methodology on Preparation of Energy Balances. This Rule sets forth the principles, procedures and
methodology forthe drafting of annual and mulifear balances of electricity and thermal energy.

According to Law on Energy (No. 081), the Regulator is responsible for the approval of energy
balances, including annual and leteym (10year) balances of electricity, thermal energy and
natural gas. The annual balances should be approved by theldRmgseparately and then
summarized in general for electricity, thermal energy and natural gas, as well as published on the
website.

Based on the legal requirements, in December 2018, RiegulatoryBoard approved:

9 ElectricityAnnual Balance 2019;
1 Thermal Energnnual Balances 2019;
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1 LongTermElectricity Balance 2012028; and
1 LongTermThermal Enggy Balances 2012028.

The annual balances were approv&gparatelyhowever they were published as a joint document.

Given that Kosovo does not have @mganized natural gas system, the relevant natural gas balances
are not prepared.

These documents were prepared in accordance with Law no-@8llon Energy (Article 8), and the
Methodologyon Preparatiorof Energy Balanceand contain:
a) annual and longerm planning for generation of electricity and thermal energy;
b) forecast of electricity import and export;
c) consumptionand losses in transmission and distribution networks of eieitgfthermal
energy.

The purpose of these documents is to inform all ietded parties about the forecast of energy
demand for 2019, respectively for the period 262@28. The documents are published on the
wS3dz | (2 NdvderoksSodga A G S

3.11 Activities of the Regulator in the Area of Price Regulation

3.11.1 Second Periodic Review 2802022

The Energy Regulatory Office based the Law on Energy Regulator and the Rule on Maximum
Allowed Revenue (MAR), within the powers granted, is the only authority responsible for setting
tariffs for regulated activities in the energy sector.

In this context, one of the main duties of the Regulator during 2018 has been the review of
applications submitted by licensees, regarding the allowed revenues and tariffs in the electricity
sector, including transmission, distribution, wholesale energsclpases and electricity supply for
universal service customemsamely regulated tariffs. The Regulator has carried out the evaluation
of allowed revenues and tariffs by analyzing the technical, economic and financial indicators
presented in the applicatits of the licensees.

In May 2017, the Regulator initiated "Second Regulatory Review" for the regulatory period 1 April
2018 to 31 March 2023, to determine the Maximum Allowed Revenues (MAR) of the licensees:
Transmission System Operator (FOQSTT), MarkeDperator (MOGKOSTT), Distribution System
Operator (DSE@EDS) and for a otyear period for the Universal Service Supplier (KESCO).

During this multiyear tariff review, the Regulator analyzed the data for the past five years {2013
2017) and the forecst for the next five years (2018022). Developments in the energy sector
should provide customers with the best quality of supply and service, where improvements of
supply have a cost regarding which the licensees need to be compensated through tariffs.

During this reporting period, the Regulator has also made adjustments to Capital Investments
(Regulatory Asset Base) for KOSTT and KEDS for the first regulatory peri@@?n13

The entire review process has gone through public consultations (public gearmeetings and
publication of documents) as follows:
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1 The Regulator on 15 May 2017 initiated the Second Periodic Regulatory Review, (April 2018
2022);

1 The Consultation Paper on the Weighted Average Cost of Capital WACC, published on 04
July 2017;

1 Consultation Paper on the Loss Reduction Target, in the Transmission and Distribution
Network, published on 04 July 2017;

1 Consultation Paper on the Lifespan and Categorization of Assets, published on 04 July 2017;

1 Response to Comments for ti@nsultationPaper on the Weighted Average Cost of Capital
WACC, published on 05 April 2018;

T Response to Comments for the Consultation Paper on RedsictionTarget published on
05 April 2018;

1 Response to Comments for therSultation Papr on the Lifespan and Categgation of
Assets at DSO and TSO/MO, published on 05 April 2018;

1 Consultation Pagr- Efficiency Factor, publisbden 24 August 2018;

1 Consultation Paper on Maximum Allowed Revenues, Periodic Review for TSO/MO,
published on 24 August 2018;

1 Consultation Pagr on Maximum Allowed Revenues, Periodic Review for DSO, published on
24 August 2018;

1 Consultation Paper on Maximum Allowed Revenues of the Universal Service Supplier
(KESCO), published on 13 September 2018;

1 Final Report on TSO/MO Maximum Allowed Revemugssponse to Comments, published
on 24 September 2018;

1 Final Report on DSO Maximum Allowed RevenResponséo Comments, published on 24
September 2018;

1 Final Report on Maximum Allowed Revenues of the Universal Service SypRksponse
to Comments, pblished on 15 October 2018.

During this process, key performance parameters and operating and capital expenditures were set
for a five year period. Determining these parameters facilitates the planning of licensees over the
mid-term period and based on these components, the regular annual adjustments are carried.

3.11.2 Energy Purchases in the Wholesale Market

Kosovo as a signatory of the Energy Community Treaty has obligations for implementation of the EU
Third Legislation Packagedahas been implementing. The Regulator, ls@d on the Guideline on
Market Liberalizationand Market Design, is developing the competitive market. Market opening
enables the increase of competition in the wholesale and retail market. This provides theneus

with more competitive prices.

Generation Prices for Public Generators (KEK JSC) are deregulated from 1 April 2017, but this energy
will be offered in the wholesale energy market, with a priority for the Universal Service Supplier.
Following the de¢rmination of the required amounts for supply, in order to meet the demands of
USS customers, the calculation of the costs for energy purchase in the wholesale market is also
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carried out. In accordance with the Rule on USS Revenues, the Universal Seples 8 obliged

to provide electricity in a transparent, competitive and efficient manner. The Universal Service
Supplier must demonstrate that the estimated electricity prices are reasonable, in line with
historical prices and those designed in the \gsale market.

During the determination of USS Revenues, account is taken of the balance of electricity which
should reflect only the costs of electricity supply for the custangho are entitled the supply

under universal service criteria. In this regavdlumes for wholesale energy purchases for USS are:
energy purchases from KEK JSC, energy purchases from generators connected to
transmission/distribution level and energy purchases through import.

The energy generated by KEK will be offered in the vdadde market, which is conducted in
accordance with the "Energy Trading Procedure". By following this procedure and the Market Rules,
the Transmission System Operator and the Distribution System Operator make the purchase of
energy to cover the losses andopide ancillary services. Contracts for these services are made in
accordance with market principles.

The summary of wholesale costs, foreseen for 2018 for the USS is given in the following table:

Tab.3.13USS Costs

Power Purchase Costs GWh e ka2 K € 4n,
Amount Supplied by KEK 2,868 29.00 83,180
Ujmani and other Generators at TSO Level 200 32.44 6,488
Generators at DSO Level 105 36.68 3,854
Import 250 55.00 13,750
Total Supplied Amounts 3,423 32.28 107,272
Retail Margin [3.00 %] 3,218
Total Power Purchase Costs 110,490

From the data presented in the table abowé is noticed that the average price forhelesale
SYSNH& LJzNOKFasS F2NJ ! {{ A antoacechnt that the cestsshatiedult L § & |
from the difference between the referent price and the Faedrariff are covered through the fund

for Renewable Energy Sources, managed by the Market Operator.

3.11.3 Electricity Tariffs for Regulated Customers

The Regular determines the regulated tariffs focustomerswho are entitled the supply under
universal service criteria. The criteria on whastoners upon which the customers are granted
this right,are set out in the Law on Electricity, according to whiglie right to universal servide
entitled toall household and nehousehold customers with an annual circulation of less than ten 10
million Eurg or no more than fifty (50) employees ".

In 2018 customers who were billedth regulated tariffs are customers connected to the 35 kV, 10
kV and 0.4 kV voltage levels, while the customers connected to the 220 kV voltage level and the
ones at 110 kV are supplied at unregulated prices (market prices).
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It should be mentioned thathe right of supply at market prices, respectively the right to choose the
supplier, is entitled to all customers. So far, the Regulator has licensed a total of 7 suppliers from
which customers can purchase their energy at unregulated prices, but it shewddhphasized that

only KESCO is active.

The process for determination of regulated tariffs for 2018 is carried out by setting Maximum
Allowed Revenues. Following the determination of Maximum Allowed Revenues, USS has submitted
the tariff proposal. Afteranalyzing this proposal, the Regulator has decided that the tariffs for
industrial and commercial customestiould be decreased for 5%, whereas household customers'
tariffs remained the same.

This reduction, applied only to industrial and commercial cusianwas made with the purpose of
reflecting as accurately as possible the service costs of all customers.

The reasonable costs that are used to determine regulated tariffs include: power purchase costs,
passthrough costs (transmission and distributiontwerk costs), supplier costs (retail costs) and
adjusted costs.

The details of these costs are presented in the following table.

Tab.3.14 The justifiable costs that are used to determine regulated tariffs

MAR of Universal Service Supplier Unit 2018

Supplier Retail Costs

Operational Expenditures € YA 5.96
Depreciation € YA 0.11
Adjustments for CPI 2017 € YA T 0.09

Pass-Through Costs

TSO Costs € YA 20.29
DSO Costs € YA 83.46
RES Fund € YAt 2.50
Working Capital (WCLCt) € YA 1.28
Power Purchase Costs € YA 110.49
License Tax € YA 0.06
Adjustments 2017 € YA f -17.10
Adjustments 2016 € YA T -1.52
Adjustments for CAPEX-PRR1 € YA T 0.13
Bad Debt (BDTA) € YAt 8.57
Final MAR € YAT 214.32

The structure of elddicity retail tariffs for universal service customers (regulated tariffs) is designed
to cover the determined revenues in the amount of 214.32 milkoro.
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The table below shows the structure of retail tariffs, and following the application of these tariffs it
is expected that the supplier will invoice the allowed level of Maximum Allowed Revenues. This
tariff structure has been applied since 1 November 2018.

Tab.3.15 Tariff Structure of Retail Customers

LRl PRSP e Customer Tariff Unit Time of the day Approved 2018
Group Supply
Customer Fixed Tariff ekOdza G2 YSNk Y2y (K 11.19
Engaged Power eK12kY2Y UK 5.85
1 35kV ) ) e Ok12K High Tariff 4.92
Active Energy (P), of which - .
€ Ok12K Low Tariff 3.16
Reactive Energy (Q) e Ok 1 £! NK 0.67
Customer Fixed Tariff ekO0dza 12 YSNk Y2y (K 462
Engaged Power € K12 5.04
2 10kV ) ) e Ok12K High Tariff 5.73
Active Energy (P), of which - .
€ Ok12K Low Tariff 3.69
Reactive Energy (Q) e Ok 1 £! NK 0.67
Customer Fixed Tariff ekOdza 12 YSNk Y2y (K 257
0.4 kV Category Engaged Power €EK12?2 2.97
3 (reactive power Active E (P, of which e Okl2K High Tariff 6.69
ctive Ener , of whic - .
customers ) 9y € Ok12 K Low Tariff 4.96
Reactive Energy (Q) e Ok 1 ! NK 0.67
Customer Fixed Tariff ekOdza 12YSNk Y2y K 297
Active Energy (P), of which e Ok12K Single Tariff 8.83
4 0.4kV Category | 5 . .
. . €e Okl12K High Tariff 10.71
Active Energy (P), of which - .
€ Ok1 2K Low Tariff 5.30
0.4KV 2-rate met Customer Fixed Tariff ek0dza G2 YSNk Y2y (K 174
4KV S-rate meter— _ € Ok 12 K  High Tariff 6.75
(household)  Active Energy (P), of which = .
€ Ok12K Low Tariff 2.89
0.4kV 1 rate metel Customer Fixed Tariff ek0dza G2 YSNk Y2y (iK 174
(household) Active Energy (P), of which e Ok12K 5.32
0.4kV (h hold Estimated consumption
ARV (household o\ o Fixed Tariff ekOdza G2YSNKY2Y (K 174
unmetered) - - = -~
Active Energy (P), of which € Ok12K Average Tariff 6.75
o Customer Fixed Tariff ek0dza G2 YSNk Y2y (K 321
8 Public Lighting . . < . .
Active Energy (P), of which € Okl12K Single Tariff 9.24
High Tariff (day) is applied from 07:00-22:00 during the period from 1 October until 31 March
High Tariff (day) is applied fron 08:00-23:00 during the period 1 April until 30 September
¢KS Odza(i2YSNI Aa OKIFINHSR ¢gAUGK NBIFIOGAGBS SySNHeE Fo2@S i

3.11.4 Input Values for RR2

The Rgulator, during PRR2 has aleterminedthe input values for TSO/MO and DSO, which are
the main parameters used to calculate the Maximum Allowed Revenues of the TSO/MO and DSO.
These input values are specified as fixed values and will be applied during the relevant 5 years of
price control. TheRegulatorcarried out the process of setting these parameters through public
consultations, enabling all stakeholders to provide their comments on this process.
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The input values, determined by Rules on Revenues are: asset lifespan and categorizatidagdweig
average cost of capital, allowed level of losses, loss sharing factor, efficiency factor and savings
sharing factor.

The Regulator, following the public consultation has approved the "Weighted Average Cost of
Capital" which will be 8.3% real. Thisuebpplies for the entire regulatory period 202822 for
TSO/MO and DSO, which is presented in the table below:

Tab.3.16 Weighted Average Cost of Capital for the Second Regulatory Period

Weighted Average Cost of Capital-Real Unit 2018 2019 2020 2021 2022
Transmission System Operator and % 8.30 8.30 8.30 8.30 8.30
Market Operator

Distribution System Operator % 8.30 8.30 8.30 8.30 8.30

Also, during tBLINR OS & 4> (GKNRdzZAK Llzof A0 O2yadzZ Gl GA2y S
¢FNBS(G¢ o6f2aa NBRAzOG A 2y seitdNthecaffo@ed 2oMsesHadTSO Kl DS 0 f
level for the second regulatory period.

Tab.3.17 Allowed Losses at Transmission and Distribution for the Second Regulatory Period

Allowed Losses Unit 2018 2019 2020 2021 2022
Allowed Losses for TSO % 1.78 1.78 1.78 1.78 1.78
Loss Reduction Target % - - - - -
Allowed Losses for DSO % 18.80 18.80 17.60 16.40 15.10
Loss Reduction Target % - - 1.20 1.20 1.30

One of the key input parameters that was set in 20i8ed to determine the allowed revenues
during PRR2 is "Asset Lifespan &adegorization". During the determination of these parameters,
the Regulator has taken into account the technical, economic lifespan, and the best regulatory
practices.

Asset categories and asset lifespan for the TSO / MO assets are given in the fatdweng

Tab.3.18Lifespan offTSO Assets by categories

No. Asset Category Lifespan (Years
| Buildings, roads, sewer networks, water supply, wells, elevators 50
I HV Network, pillars 40
11 Low voltage network, substations, transformers, etc. 30
v Trucks, Scisor lift and Working Machines 10
\ Control and Telecommunication, Various Equipment, Fire Protection 8
VI Furniture, office equipment 7
VII IT equipment, software, patents, licenses, cars, etc. 5
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Asset categories arldespan of DSO assets are given in the following table:

Tab.3.19Lifespan of DSO Assets by categories

Nr.  Asset Category Lifespan (Year:
| Administration Buildings 50
I} MV networks, substations, power transformers, and equipment 30
1 LV networks, substations, power transformers, and equipment 25
\% Transformer Stations (TMRR and TMT) and equipment 15
Vv Meters and measuring devices, trucks,scissor lift and working machinery 10
\ Furniture, office equipment 7

VIl Working equipment, reading apparatus and equipment, cars, computers, IT equipment, software, etc. 5

'TMRR andMT are measuring transformers of electricity and voltage

During the determination obperationalcosts for the 2018022 regulatory periodthe Regulator

has determined the Efficiency Factor that applies to the base year (2018) to make the forecast of
these costs later in the coming years. The efficiency factor for TSO/ MO and DSO for PRR2 is
presented in the following table:

Tab.3.20 Efficiency Factor for TSO/MO and DSO for the second regulatory period

Efficiency Factor Unit 2018 2019 2020 2021 2022
Transmission System Operator and Market Operator % - 1.50 1.50 1.50 1.50
Distribtuion System Operator % - 1.50 1.50 1.50 1.50

In order to encourage more efficient operation of the operators, the Regulator has sefgsavin
sharing factor foloperationaland mainterance costs, for savings that exceed the efficiency factor.
These savings are shared between licenseescantbirers by the 50/50 factor.

3.11.5 Revenues and Tariffs for Distribution and Transmission Use of System

The Regulator, following the determination of régtory parameters, has set the Maximum
Allowed Revenues. The Maximum Allowed Revenues of the TSO/MO and DSO include operating and
maintenance costs, costs for purchase of losses, depreciation and return costs resulting from
planned investments, in accordem with the Development Plan and other justifiable costs for
operation of the transmission and distribution system.

During the evaluation of operational and maintenance costs, in addition to historical data, the
Regulator has also analyzed the performaatsimilar companies in the region and beyond.

With the aim ofproviding security of supply, liberalization and integration of electricity markets,
integration of new generating capacities, reduction of losses and improvement of other technical
parametersof the network, the Regulator has allowed considerable capital investments which for
GKS ¢{h k ah NBFIOK (KS @I fdzS 2F epndu YAffA2Y:
regulatory period 2012022.
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The table below shows the Maximum Allowed Rawenand planned capital investments for PRR2
for KOSTT.

Tab.3.21 Maximum Allowed Revenues for TSO for the Second ReguRedod

twwH 1 O0!ff26SR Fmnannn

KOSTT
2018 2019 2020 2021 2022
Maximum Allowed Revenues 30,477 28,747 29,970 30,951 31,536
Allowed Capital Investments 10,067 16,232 7,120 15,935 912

Maximum Allowed Revaies for KOSTT will be collected through tagfiproved by the Regulator,
based on the Tariff Determination Methodology of the transmission system, system wmrerand
market operation.

The following table gesents the applicable Tariffr8cture for use offransmission System Operator
and Market Opeator, Transmission Use oySem and RES fund.

Tab.3.22 TSO/MO Tariffs Structure

Tariff Group Tariff Element Unit Tariff
System Operator Tariff ekKazK 0.933
Transmission Connected Generatiol
Market Operator Tariff eKazK 0.026
System Operator Tariff e ka2 K 0.279
Distribution Connected Generation
Market Operator Tariff e ka2 K 0.026
System Operator Tariff ekKazK 1.033
Distribution Operator
Market Operator Tariff ekaz K 0.029
TUOS Tariff 400/220 kV €EK]12?2K 7.580
TUQOS Tairff 110 kV ekKl2Kk 15.515
Supply System Operator Tariff € kKaz2 K 1.033
Market Operator Tariff €ekKaz2 K 0.029
RES Fund Tariff e ka2 K 0.731

The same principlesor determination of revenues and tariffs are appliéor both network
operators (TSO/MO and DSO). Thus, the Regulator, through a transparent process and in
consultation with all stakeholders, has set the MaximAllowed Revenues for DSO.

DSO Revenues for the Second Regulatory Period 2028 are approveds described below.
Tab.3.23 Maximum Allowed Revenuesf0SO fothe Second Regulatory Period

twwH 1 O0!ff26SR Fmnannn

KEDS
2018 2019 2020 2021 2022
Maximum Allowed Revenues 83,462 83,178 82,951 82,279 81,380
Allowed Capital Investments 28,483 33,737 28,846 20,510 19,866
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Maximum Allowed Revenues for DSO will beectdld through tariffs approved by the Regulator
based orthe Methodology on Determination of Distribution System Tariffs.

The table below presents the Tariff&ture for DistributionUse of System for 2018.
Tab.3.24DSO0O Tariff Structure

Tariffs of customers connected to DSO

Voltage Level Unit Tariff
35 kV e Ok 12K 1.33
10 kV e Ok 12K 1.64
0.4 kV e Ok 12K 2.53

3.11.6 Thermal Energy Tariffs

Inline with legal provisions, the Regulator sets the Maximum Allowed Revenues and thermal energy
tariffs based on Thermal Energy Pricing Rule.

This Rule, among others,:
9 sets the basis and methodology for calculation of Maximum Allowed Revenues and Thermal
Erergy Tariffs;
1 Establishes the procedures for submission of applications, review,tadjns and approval
of tariffs in the regulated sector of thermal energy.

In accordance with legal provisions, the Regulator determines the Maximum Allowed Revenues and
thermal energy tariffs based on the Tariff Methodology, which is shown in the following figure:

Openning RAB
S
minus accumulated Depretiation

V

plusnew Investments

\/
Regulatory Asset Base (RAB)

7

3 Operating costs

divided by asset life ' -
\\/

plusnew self-finance plus Depretiation
Investments [‘l D -
\"..'/

3 plus allowed profit

s ‘ (return on Investments)

Regulatory Asset Base (RABy) E " > multipied by WACC{RoR) G N b

minus Subsidies

N/
equals AllowedRevenues

{

Fig.3.3 Schematic Presentation of Tariff Methodology

42



/

U ENERGY REGULATORY OFFICE ANNUAL REPORU18

According to this methodology, the Regulator sets the Maximum Allowed Revenues, which the
thermal energy enterprise has to realize through theiffs, namely the allowed reasonabt@sts

that should be recovered and a reasonable profit rate, which isutzakd according to the Allowed
Rate of Return (RoR) on the Regulatory Asset Base (RAB).

On 28 June 2018, the Regulator issued a letter for notifying the commencement of tariff review for
the 2018/2019 season.

The process for determination of tariffs anaeir approval is carried out in two steps:

1. Determination of Maximum Allowed Revenues, based on: i) the information and data provided
in the tariff application; ii) information submitted during the regulatory reporting of realizations
in the last season 2012018; and iii) the ceprdination between current and projected
realizations, which is based on the difference between the planned and actual revenues of the
previous heating season.

2. Calculation of tariffs based on Maximum Allowed &wies and TarifftBicture.

For determination of Allowed Revenues of DH Termokos J.S.C for the 2018/2019 season, in line with
Thermal Energy Pricing Rule, the Regulator has undertaken the following steps:
1) Evaluation and Determination of Allowed Operational Costs;
2) Evaluation ad Determination of Depreciation;
3) Determination of Allowed Return on RAB (allowed profit for the company), which includes:
a) determinationof RABCGS @ £ dzt GA2Y FyR | LIWINR@IE 2F 02YLJ
approval of planned investments and working capital; and
b) Calculation of Allowed Rate of Return (RoR)/ WACC,;
4) Evaluation and Determination of the Allowed Cost of Network Losses.
Within the tariff review, the Regulator has drafted the Regulatory Reports for determination of

Maximum Allowed Revenues as well as for determinatiothefmal energytariffs for 2018/2019
season.

In the session held on 15 October 2018, tRegulatoryBoard, following the review of Regulatory
Reports and all relevant documents, issued the following decisions:

- V_1046/1_208 - on Approval of Maximum Allowed Revenues for DH Termdss, to be
recovered through thermal energy (heating) tariff$or final customers, for 2018/2019
season;

- V_1046/2_208 - on Approval of thermal energy tariffs for final customers lo¢ District
Heating (DH) Termokos JSC, for the heating season 2018/2019;

- V_1047_20&- on Approval of thermal energy tariffs, for final customers of the District
Heating (DH) GjakousC, for the heating season 2018/2019.

The structure and levels of thermal energy tariffs for DH Termokos and DH Gjakova are presented
below.

43


http://ero-ks.org/2016/Vendimet/V_847_2016.pdf
http://ero-ks.org/2016/Vendimet/V_848_2016.pdf
http://ero-ks.org/2016/Vendimet/V_849_2016.pdf

/

U ENERGY REGULATORY OFFICE ANNUAL REPORU18

Tab.3.25 Thermal energy tariffs
Thermal Energy Tariffs - Season 2018/2019
Metered Tariff Components Unit DH Termokos DH Gjakova

Monthly Tariff for Thermal Capacity

) (@) 2 kY2y(iKeé 0.93 0.91
(fixed component) exlek yu
Supply Tarlﬁ/ Cons. Of Thermal Gekaz K8 38.77 58.76
Energy (variable component)
Unmetered tariff Component Unit Household Comé& Ins Household Com& Ins
P Customers Customers Customers Customers
Monthly Tariff for Thermal Capacity
) X 0.12 0.15 0.09 0.12
(fixed component) e kper month]
Supply Tariff / Cons. of Thermal ,
0.66 0.82 0.88 1.27
Energy (variable component) LS ?(pke’r Eenul
Total tariff for unmetered customersg) e %plé”r month] 0.78 0.97 0.97 1.39

3.12 PromotingElectricity Gaeration from RES

Kosovo is one of the countries thiaas so far reliedhe entire financial support mechanism on the
Energy Regulatory Office. ERO has establishechanisms of the RES Supparh&ne, based on

the targets set by the Government of Kosdiaw fulfilling the legal obligations it has received in
relation to the European Commission. Therefdf®sovo has a mandatory target to reach 25% of
domestic consumption from RB$ 2020 With respect to this, the Regulator has carefully handled
this oblgation by establishing mechanisms which are appropriate and predictable for Kosovo's
economic and social circumstances. Mechanisms established by the Regulator for the support of
RES have proved to be very efficient, covering a large number of targeasidgnis/technologies

with investment applications, and from time to time has adapted these mechanisms to legal
changes and the terms of doing business in Kosovo and the region.

It is worth emphasizing that the energy sector, including renewable energy,imename of the

most attractive investment areaim Kosovo, owing to the aboveaentioned mechanisms. Due to

this, the level of investments in RES in recent years has increased significantly, where only in 2018,
about 30 millionEurowere invested in water gneration capacities, 33 milliokuro from wind
technology and about 7.7 millioBurofrom solar/photovoltaic technology. So, the total realized
investments during 2018 are in amountarbund70.7 millionEuro.

Feedin Tariffs are a mechanism fopromoting investments in generation of electricity from
renewable sources, which are applied in developing countries as well as in developed countries (EU,
USA and beyond) . Given that it is highly required to promote investment in RES, Kosovo has also
adopted the Feed in Tariff as the main incentive mechanism.

The following table presents the FeadTariff for electricity generation from RES, according to the
technologies.
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Tab.3.26 RES Feei Tariffs, bytechnologies

Feed-in Tariff aplicable for RES

RES

wind 85.00
Photovoltaic 136.40
Small Hydro Power Plants 67.47
Biomass 71.30

The mplementation of the Support Scheme of Faadrariff is made possible through the RES fund,
managed by the Market Operator. The financial value of the fung0it8 was about 10 million
Eura According to the trend of investments ilER, it is expected that the RES fund will increase in
the next years.

Given that RES targets according to international obligations and the Administrative Instruction of
the Government of Kosovo for the Promotion of RES are limited, the Regulator haksesthta
regulatory framework for all potential investors for investments in RES technologies, outside the
scheme of Feeth Tariff. This framework guarantees a priority in energy dispatching and market
prices to all generators outside the FedTariff 8heme.

The Regulator has also developed a Support Scheme for RES generators-foneumption. The
main purpose of this scheme is to encouragetomers to invest in micrayenerators, by means of
which they would cover some of their consumption.

3.13TSQKOSTT) Certification Process

The Regulator, on 28 April 2017, received from Transmission System Operator and Market Operator
JSC., the request/application upon which is required the Certification as a Transmission System
Operator, based on Article 12 ohd Law 05/k085 on Electricity Article 7 of Rule on TSO
Certification, and in line with ownership unbundling model, as set in Article 9 (6) of the Electricity
Directive 2009/72/KE.

The Board of Energy Regulatory Office, in the session held on 24 Sept2@il®rapproved the
request/application of TSO/KOSTT, and certified the Transmission System Operator, as the only
operator in the territory of the Republic of Kosovo, by means of which it was proved that the
criteria of ownership unbundling and independendn decision making from the activity of
generation and supply of electricity have been met, in line with the laws of the Republic of Kosovo
and the Energy Community.

The Regulator, on 02.10.2018, in accordance with Rule no. 14/2017 on Certificati@msiigsion
System Operator, issued by the Regulator, has officially submitted to the Energy Community
Secretariat (ECS) the Preliminary Decision on Certification 6KOSJDT, in order to review it and
grant an Opinion.

The Energy Community SecretariaC&, according to the Legal Procedures, is obliged within four
(4) monthsfollowing the receipt of the Preliminary Decision by the Regulator, to issue an Opinion
regarding the certification of TSO. The Regulator upon receipt of the Opinion bysEb#ged
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within two (2) months to issue the Final Decision on Certification of TSO/KOSTT, in accordance with
provisions of Article 39 of the Law on Energy Regulator.

3.14 Activities of the Regulator in the Area of Customer Protection

In line with Article 17of the Law on Energy Regulator, the Regulator is responsible for resolving
complaints and disputes between customers and licensees, between two licensees, as well as
regarding third party access to the transmission system or distribution of electricesm#i energy

or natural gas, as well as transmission, ciloesler flows of electricity and natural gas.

According to the provisions of the abowgentioned rules, all customers are entitled to file
complaints regarding the services provided by the supmiesystem operator, who process the
complaint and issue a response within the legal deadline. After receiving the response, the
customer may address the Regulator for further review.

The Regulator, during 2018, has registered 105 complaints of custonmerhave exercised their

right against the responses issued by the Supplier and 1 dispute between two licensees (energy
companies), whereas in total, during 2018, 106 complaints/disputes were registered. During 2018,
the number of complaints submitted to ¢hRegulator is about 119.81% lower than the number of
complaints submitted during 2017. The Regulator, in addition to registered and resnlgemhrer
complaints, has also offered support in providing information and explanations threadtal
consultatims, email, and through phone to all enemystoners.

The number of received complaints, divided by customer categories is presented in the table below.

Tab.3.27 Customer Complaints by Categoriz818

Customer Complaints by Categories Number Share [%]
Household Customers 87 82.86
Commercial Customers 16 15.24
Industrial Customers 1 0.95
Public Lighting Customers 1 0.95
Total 105 100.00

Thefigure below shows the number of customer complaints by their nature.

46



G

ENERGY REGULATORY OFFICE ANNUAL REPORU18

Customer Complaints by Natur
Dispute of Thermal Energy

Dispute of Electncny Del Bill, 5. Dispute between two
licensees, 1
Others 4
Dispute of Taxes for N
Connection , 6

Dispute of Additional
Charges, 20

Dispute of Electricity Bill, €

Fig.3.4 Number of customer complaints by their nature

The following is an explanation of the nature of customer complaints fileAGb8:

Dispute of electricity bills relates to customer complaints in cases of incorrect or irregular
readings, which is considered as giving an inaccurate overview of the actual state of
electricity consumption.

Dispute of additional chargesrelates to customer complaints to which the electricity
company has billed additional charges to the regular billing. These complaints result from
non-registration of electricity consumption, as a result of the defect of any measuring
system.

Dispute of rew connectionsyelates to customer complaints who were denied thentifpr

a new connection by theiBtribution System @erator. In such cases of complaints, in order

to implement a new connection, customers were obliged by the company to initiallyheay t
debts in the old code that existed before.

Dispute of electricity debtrelates to customer complaints for issues caused by inaccurate
definition of the electricity debt not collected by the supplier in cases of property
transactions and for usurped pperty.

Dispute of thermal energy billsrelates to customer complaints regarding the billing of
thermal energy, made by DH "Termokos", which are related to the heating quality and
billed area.

During January December 2018, the Regulator has solved 2a@8tamer complaints, including
complaints that have been returned for recgideration to the supplier and Distribution System
Operator. From the overall number of resolved complaints, 136 of them were decided in favor of
customers or expressed in percentagé.26%, while 86 customer complaints or 38.74% were
rejected as ungrounded. All complaints reviewed by the operators, which prereeededto the
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Regulator, were once again reviewed by the Regulatarder to establish the complete resolution
of the complaints according to the customers' requests and thspective customers were
informed. In all reconsidered cases, the customers agreed with the provided resolutions.

Resolved Complaints in 201

38.74%

M Approved M Refused

Fig.3.5 Resolved Complaints, 2018

It should also be emphasized that the Regulator has received from the Basic Court of Pristina a
complaint of the customer, with thaustification ofincompetence on the subjedor review by the

court. This complaint has been reviewed by the Regulator and the customer was instructed for
further procedures, according to legal provisions of Article 61 of the Law on Electricity and the Rule
on Resolution of Complaints and Disputes in Energy Sector.

The number of customer complaints, registered and resolved by the Regulator ,by years, is
presented in the figure below.

Customer Complains by Yea
400

360
320

280
243 233
240

353
281
251
234 235
205 220
195
186
200 182 172 180
160 139
120 106
80 71

2010 2011 2012 2013 2014 2015 2016 2017 2018
H Registered Resolved

223

Fig.3.6 Registered and Resolved Customer Complaints-2018
3.14.1 Disputes between twdicensees

The Regulator, pursuant to Article 17, paragraph 1,-gafagraph 1.2 of the Law on Energy
Regulator, as well as the legal provisions of Atrticle 4, paragraph -hasagraph 1.2 of the Rule on
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Resolution of Complaints and Disputes in EnergyoBeict addition to the competences for review
of customer complaints against an energy enterprise, is also entitled the competences for
resolution of disputes between two licensees.

TheTransmission Syste@perator and Market OperateKOSTT JSC, by thelexf 2018 initiated a
dispute against Kosovo Energy Corporation JSC regarding the objection of the invoice-RO®3OST
2-2018.

The dispute filed by KOSTT JSC against KEK JSC could not be resolved by the Regulator during 2018
due to its submission by thend of 2018, therefore this dispute remains to be completed in early
2019.

3.14.2 Decisions of the RegulatgBoard in the Area of Customer Protection

Based on the Rule on Resolution of Complaints and Disputes in Energy $estoners and
licensees are entitled to file a complaint against the decision of the Departmeusfoner
Protection (CPD) as a first instance to tRegulatoryBoard as a second instance.

During 2018custoners submitted 15 complaints to thé&kegulatoryBoard,against CPD decisions.
Of the 15 registered complaints, th&kegulatoryBoard reviewed all of thenand rejected these
complaints as ungrounded.

The supplier KESCO, during 2018, submitted 32 complaints tdreigulatoryBoard against CPD
decisions. Of the 32 registered complaints, the Board reviewed all of them and rejected these
complaints as ungrounded.

During 2018, the RegulatoryBoard reviewed 6 recommendations issued by tGestoner
Protection Departmentegardingcomplaints of commercial and industrial customers, whereby the
Board approved all these recommendations.

3.14.3 Other Activities in the Area of Customer Protection

In addition to the registered complaints, thev S 3 dzf $taif 21UMiliyy&this reporting year hassal

carried out 1,325 meetings and 750 telephone conversations with parties including electronic
communications, who have addressed the office for various contractual issues between the
custoner YR (GKS SySNHé& SyGdSNIINAaSe® ¢KS wS3dz I G2 N
custorrers has informed and instructed them about the rules, procedures and their rights and
obligations regarding electricity supply.

During 2018, the Regulator also receivedcl@tomer complaints by mail. Despite the fact that it

was necessary to address the licensees or the courts regarding these complaints, the customers
insisted on addressing the Regulator in resolving them. The nature of these complaints was mainly
for unauthorized use of electricity, as well as damage compensation. The regulator in all these cases
responded in writing to the customers by instructing them about further procedures regarding their
complaints.

The Regulator, during 2018 same as in the previgears, had close cooperation with the
Department ofCustoner Protection within the Ministry of Trade and Industry. During this reporting
year, it has received some customer complaints from this institution. These complaints were
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received and reviewed by éhRegulator in accordance with the legal provisions. It is worth
YSYGA2yAy3a (GKFG aAyOS wuwnmyX G GKS NBIldzSad 27F
Representative is a member of ti@ustoner Protection Council.

During 2018, a number of Reg#aNDd RS OA&A2ya 6SNB I LIISIE SR o8
Court in Pristina Department for AdministrativéMatters to assess the legality of administrative
decisions. During 2018, the Regulator based on the decisions of the Basic Court in Raistina
prepared 20 responses to the claim against the claimants KEK, KEDS, KESTStoamads
regarding the decisions of th&®egulatoryBoard. Also, during this reporting year the Regulator has
been engaged in 51 court hearings in the Basic Court inrRria a respondent party. It is worth
mentioning that during the previous years as well as the reporting year, the number of court
proceedings that the Regulator has followed has increased significantly and is demanding high
engagement.

It is important to note that, so far, no decision of ER@lated to customer complaints in
administrative procedure has been returnddr review due to legal nogompliance by the
administrative body; all these charges against decisions of ERO were rejected as ungrounded and
the challenged decisions were upheld.
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4.1 Reporting and cooperationvith the Assembly of Kosovo

Given that the Regulator is a body established by therbty of Kosovo, it annually submits the
Annual Report to the Assembly and reports regularly to the Committee on Economic Development,
Infrastructure, Trade, Industry ariRegional Development as well as the Committee on Budget and
Finances. During 2018, the Regulator has also reported on specific issues before other committees
as per their requirements.
- The Regulator participated in the workshop supported by INDEP omfhie fTransparency
and Reporting of Independent AgencieAnnual and Financial Reports and the Opinion of
the National Audit Office";

- On 29 March2018, the Regulator and KOSTT reported to the Committee on Economic
Development regarding the situation @mergy sector in the country;

- 11 April 2018, the Regulator submitted the Financial Report 2017 to the Parliamentary
Committee on Budget and Finances;

- 12 April 2018, the Regulator presented to the Committee on Economic Development,
Infrastructure, Trade, biustry and Regional Development the Regulatory Parameters,
which determine the revenues collected from regulated customers tariffs;

- On 24 April 2018, the Regulator presented the Annual Report to the Committee on
Economic Development, Infrastructure, Tratfejustry and Regional Development;

- On May 4, 2019, the Regulator submitted the Report on indicative assessieleictricity
pricesfollowing theO2 y a 1 NUzOGA2Y 2F ¢tt avYz2az2dF S wSés
Committee for Economic Development, Infirasture, Trade, Industry and Regional
Development;

- 18 September 2018, the Regulator presented to the Committee on Economic Development,
Infrastructure, Trade, Industry and Regional Development the "Consultation Papers on
Determination of Maximum Allowed eRenues” as well as the "Consultation Paper on
Determination of the Efficiency Factor";

- On December 15, 2018, the Regulator reported to the Parliamentary Committee on Human
Rights, Gender Equality, Missing Persons and Petition for Implementation of
Recommadations adopted by the Assembly at the plenary session held on 9 February 2018
regarding the billing of electricity in the four northern municipalities of the Republic of
Kosovo;

- On 28 December 2018, the Regulator reported to the Committee on Economic
Dewlopment, Infrastructure, Trade, Industry and Regional Development regarding the
electricity outages applied by licensed operators.
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4.2 Cooperation with International Organizations

Reactiation of Membership and Participation in ERRA Activities

TheRegulator, following several years of interruption, continued the membership in‘BRR&#gy
Regulators Regional Association). This interruption of the Regulator's participation in this
Association had occurred because some of its members refused tonigeothe Regulator as a
Kosovo representative, continuing to recognize it on behalf of UNMIK, as it was originally admitted
AY Hnnp® C2ff2gAy3a FTS6 &SINBR 2F AyaraiaSyoOoS FTNB
April 2018, decided to change i@perating Guide by deciding that the names of its members
should be used as used by the United Nations. As a result of this admission, during 2018, the
Regulator has continued to be an active participant in the ERRA organization and has reported to
the working groups. The Regulator was represented by the Board and its management at the annual
ERRA conference, which was held in Antalya, Turkey, under the organization of the Turkish Energy
Regulatory Authority (EMRA). The conference addressed the importéhde NXB I dzf | G 2
independence in a transition period in the energy sector and encouraged regulators to continue
working within sustainable regulatory frameworks.

So farERRA has 48embers including ERO, which has been a member since 2005. The Association
was legally registered in Hungary in April 2001 and its Secretariat operates in Budapest. The main
purpose of the Association is to increase the exchange of information and experiences among its
members and to broaden the access to the regulatory energyemence around the world
https://erranet.org/.

Fig.4.1 Annual ERA Energy Investment and Regulation ConfereB8eApril 2018, Antalya, Turkey

! Energy Regulators Regional Association (ERRApIgrgeer organization made up of independent energy regulators
mainly from Europe, Asia, Africa, the Middle East, South America and North America.
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Cooperation with NARUC

The Regulator and NARUC have continued the Partnership Activiting 2018 with various
projects and weokshops. At the beginning of June, a workshop was held for the Vulnerable
Customers, as part of the activities for implementing the Third &gckf EUDirectives on Energy.

With the Third Package, the handling of the issue of Vulnerable Customers was not left to the
Regulator directly and was not included in the previous legislative packages, therefore, from the
regulatory aspecti is a challenge fathe Regulator to conceive and handle this group.

The workshop lasted for three days, and one of its parts also included representatives of other
parties such as the Ministry of Economic Development, Ministry of Finance, Ministry of Labor and
Social WelfargPublic Electricity Supply Company (KESCO) and the office of the World Bank. These
stakeholders will have an important role in defining and finding methodologies for addressing
vulnerable customersn terms of electricity consumption in the country.

As acontinuation of this project, in December 201846 2 Y SY 06 SNA 2 T tafff Wsed w S 3 dzf
the Pennsylvania Regulator in order to have a closer view of the practices and means used by this
country in addressing vulnerable customers.

& usap

Partnership Activity

Workshop on Vulnerable Custom

Fig.4.2 Workshop on Vulnerable CustomeB) May—2 June 2018, Pristina

The Regulator was also a participant in the NARUC Projecdrdfting the Transmission
Development Plans and the Project for Transmission Codes and Natural Gas Distribution Codes.

The Regulator nominated two permanent members of the staff to be part of the projectY€&an
Transmission Network Development Plans of Southeasipgeti by NARUC in order to support the
regulators of the Southeast Europe in reviewing, approving and monitoramgmissionnetwork
development plans that have been drafted by the Transmission System Operator (TSO).

2ERO and NARUC are in partnersimge 2018. This partnership is financially supported by USAID andtksdén

ERO's procedural and technical changes and improvements based on the best international regulation practices. The
partnership with NARUC over the years has included regulators from the lllinois Commercial Commission (ICC), the
Pennsylvania Publigtility Commission (PA PUC), the New York State Public $N®&RSC), the Kentucky Public Service
Commission (KPSC) and the one from Ohio (PUCO).
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Fig.4.3 Second Workshop, 12 June 2018, Zagreb, Croatia

The project is made upf three workshops that covered in details all the components and sections
that comprise a transmission network development plan, how net profit methodologies are applied
and best practices for reviewing and monitoring a transmission network developnant Phe
workshops have also included cyber security issues related to transmission system planning and
how regulators should review and monitor cyber security investment proposals by TSOs. In this
framework, the"Guidelines for Review, Approval and Moriitg of Ten-Year TansmissiorNetwork
Development Rns "was established.

wS3IFNRAY3I GKS DIFa t NR2SOG 3, nanfindted BSpérménbidt iemberi K S
in this project, during 2018 participated in two workshops organized under the project "Market
Design and Gas Transmission Codes". In addition toathigart of Project Assistance, the Regulator
hosted the NARUC's consultan the 4day Workshop held at the Regulator, on Drafting the Draft
Concept of Gas Codes for Kosovo and the Regulatory Guidelines for the Review and Evaluation of
Gas Infrastructure Projects and network development plans.
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Fig.4.4 GasWorkshopon 21-23.05.201é held in Lithuania

4.3 Participation of the Regulator in International Activities

Participation in international activities is considered by the Regulator as a very important part of
activities that srve to strengthen the institution, increase its knowledge and its staff experience.

The main activities and participation in international organizations, international conferences,
workshops or multilateral and bilateral meetings are described below.

4.3.1 Paticipation in Energy Community

The Energy CommunitiC) is an international organization founded by the Treaty establishing the
Energy Community , signed in October 2005 in Athens, Graetmrce since July 2006.

The main objective of the Energyommunity is to extend the rules and principles of the EU's
internal market to countries of Southeast Europe, the Black Sea region and beyond on the basis of a
legally binding framework.

The activities of the EC in 2018 were focused on fulilment of common goals: the
implementation of thed I Olj dzA & 02 Y taaevelpmerit MRBaéharmonized regulatory
framework at regional level, and the liberalization and integration of electricity and natural gas
markets.

The EC Contracting Parties are: Albanianioand Herzegovina, Kosovo, Macedonia, Montenegro,
Serbia, Moldova, Ukraine and Georgia. The member states of the European Union are in the
capacity of participants, while Norway, Turkey and Armenia have the status of the Observer.
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Fig.4.5 Member states of the Energy Community of South East Europe

Energy Community Treaty (ECT) is a key strategic component of the European Union (EU) for
Southeast Europe and an effective gecession tool, which is aimed expanding benefits from
the Regional Energy Market before the regional countries become EU members.

The main institutions of the EC are: Ministerial Council (MC), Permaneniklgh Group (PHLG),
Energy Community Regulatory Board (ECRB), the EC Satnetdr headquarters in Vienna and
four advisory forums: on electricity, natural gas, social issues and oil.

The Energy Community Regulatory BogllCRB)is an institution established under Article 58 of
the ECT, comprised of regulatory authorities af #ontracting parties, participants and observers.
ECRB plays the role of a coordinating body of the regulatory authorities for harmonization of the
regulatory framework, exchange of knowledge and development of best practices on
implementation of the Trety.

Based on the provisions of the EC Treaty, ECRB has the responsibility to:

9 advise to the Ministerial Council and PHLG on statutory, technical and regulatory issues;

1 issue recommendations to parties, in line with the provisions of the Treaty, orcrasg
border disputes, etc.;

undertake measures against parties, if authorized by the MC;

facilitate cooperation and coordination among regulatory authorities;

give recommendations and draft reports about the functioning of energy markets; and
seekfulfinBy & 2F GKS LI NIASAQ 20fA3IFdA2ya dzy RSNJ

= =4 4 -
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With the purpose of fulfilling its responsibilities, ECRB is organized in working groups that perform
activities in their respective fields. ECRB is chaired by the President, annually elected by the
representaties of national regulators, and the deputy who is delegated by the European
Commission.

7

Crosscutting ]

ACER ECRB board p
Representative International ce
operation
Customers and Retail Electricity N P

market

Fig.4.6 The Structure of Energy Community Regulatory Board

4.3.2 Activities of the Regulator within ECRB

Under its obligations to the EC, the Regulator has appointed its members to the ECRB and to each
working group and actively participates in the activities of the Board and the relevant working
groups. The activities of the respective groups are presentaii

4.3.2.1 ElectricityWorking Group

During 2017, this working group held regular meetings and activities which were also attended by
the representative of the Regulator. For more efficient watks group has also established its
subgroups (Task ForcesF), description and activities of which are presented below:

0 TFI¢ Electricity Wholesale Marke©Opening

In order to support the effective opening of electriciiggionalmarkets in Energy Community,

this subgroup is focused on regulatory support activities, integration of the-8tiepad" market

YR -G§NBBE WiSouh SastiEurope, within the Initiative WB 6 (Western Balkans 6). A
number of documents were compilealithin this Task Force, such as: i) The Report on Trading
Activities onthe day KSR -y RYSNBYIEN] SGAT YR AAO | FN¥2y
CAO SEE Rules;

0 TF2¢g Integrated MarketBalancing

The implementation of balancing mechanisms basedhenrharket and interconnection of
national balancing markets into regional market will promote transparent formation of
balancing pricing, will promote competition in purchasing of balancing services and will
have positive impact on the stability of transsion network. This process has received an
additional boost from the WB 6 Initiative.
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