Republika e Kosovés
Republika Kosova - Republic of Kosovo

ZYRA E RREGULLATORIT PER ENERGII U

REGULATORNI URED ZA ENERGLU
ENERGY REGULATORY OFFICE

Pristina, 16 April 2025
ERO Code: V_2701_2025

The Board of the Energy Regulatory Office,

Based on Article 9, paragraph 1, subparagraph 1.7; Article 15 paragraph 1 subparagraph 1.5; Article
25, Article 26, paragraph 1, subparagraph 1.2; Article 46 paragraph 1 subparagraph 1.1, Article 47
paragraph 3 subparagraph 3.3, Articles 48 and 49 of the Law on the Energy Regulator (Law No. 05/L-
084); the provisions of Article 16 of the Law on Electricity (Law No. 05/L-085); Rule No. 03/2017 on the
Determination of Maximum Allowed Revenues of Transmission System and Market Operator (Rules
on TSO/MO Revenues), Principles on Determination of Transmission Use and Market Tariffs (TUQS)
and Connection Charges, Decision V_2696_2025, dated on 11 April 2025 on the approval of the
Maximum Allowed Revenues (MAR) for TSO/MO; Methodology on Determination of Transmission Use
of System Tariffs (TUOS), Methodology on Determination of Tariffs for System Operator (SO);
Methodology on Determination of Tariffs for the Market Operator (MO) and the proposal of TSO/MO
for the approval of TSO/MO tariffs within the framework of electricity tariff review, submitted on 15
April 2025,

in the session held on 16 April 2025, issued the following:

DECISION

I.  APPROVAL - of tariffs for Transmission Use of System, System Operation and Market Operation,
to be implemented by the Transmission System and Market Operator (TSO/MO).

Il. The structure of tariffs for Transmission Use of System, System Operator and Market Operation
for 2025 is provided in the following table of this decision:

Taritt Grougp Tarff Element i Tarit
System Operator Tarill LW h 5.682
Transmisskon Connected Seneration
bdarket Operator Tarif £fWh 0022
System Operator Tariff LWh 0157
Destnbuton Connected Generation
Mtarkel Operator Tanfl £/0Wh 00z
Systedm Operator Tanfl £ W LR
Distribution Opesator
btarket Operator TarsH £/BAWh OB
TUOS Tariff 400,220 kY W year 2.087
TUOS Tarif 110 kW W hyear 4.9349
Supply System Operator Tarifi £fhiWh 4.bdd
btarket Operator Tarifl €W 018
HES Fund Tarift £/0IWh 2924

Adresa: Rr.Bekim Fehmiu (ish Ndértesa e Fazités), kati:2, 10000 Prishting, Kosové
Tel: 038 247 615 lok. 101, Fax: 038 247 620, E-mail: info@ero-ks.org, web: www.ero-ks.org
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This decision will be implemented by the Transmission System and Market Operator (TSO/MO),
starting from 1 May 2025, until the next tariff review.

REASONING

The Energy Regulatory Office (ERO) on 20 December 2025 initiated the process: Annual
adjustment of revenues and tariffs for regulated operators, including the System Operator,
Transmission System Market Operator (TSO/MO).

ERO, according to its notice, has evaluated that the annual adjustment of tariffs and revenues
process for the relevant tariff year 2025, aims to ensure that the Maximum Allowed Revenues
(MAR) for regulated licensees are in line with and in compliance with real costs and forecasts for
the tariff period.

ERO hasinformed that in line with the rules on licensees revenues, the forecasts must be updated
to take into account the differences between the forecast and realized values . Therefore, the
adjustments are passed-through to the following year, or the differences of year t-1 are passed-
through to year “t” within the framework of the relevant tariff process. It also emphasized that
after collecting the relevant data from licensees, it will analyse and evaluate the applications of
licensees to determine the real costs that are reflected in the relevant tariffs.

ERO, through a notice, has emphasized that it will publish the applications to the extent allowed
by the relevant legislation, once they are considered complete and will assure all stakeholders
that ERO's analyses of this data and its proposals will be made public and will be published for
public consultation, so that final decisions take into account relevant data and comments from
stakeholders.

ERO on 31 January 2025, received from the Transmission System and Market Operator - KOSTT
JSC the application for Maximum Allowed Revenues for 2025.

During the process of reviewing the application for Maximum Allowed Revenues, within the
framework of the application review process and further clarifications, ERO, through continuous
correspondence, has requested from the TSO/MO JSC to provide information, update data,
arguments and supporting documentation regarding all identified issues in order to have
transparency for making a fair and cost-reflective decision on tariffs.

ERO, following the initial evaluation of applications with the realized and forecast data with the
technical, economic and financial indicators regarding the Maximum Allowed Revenues (MAR) for
the licensee, the Transmission System and Market Operator (TSO/MO, KOSTT), the licensee and
other stakeholders had the opportunity to submit their comments through public consultation
for a period of two weeks.

ERO, on 14 March 2025, published the Consultation Report on Annual Adjustments of Maximum
Allowed Revenues for TSO/MO, for the relevant tariff year 2025. Following the publication of the
Consultation Report - Annual Adjustments of Maximum Allowed Revenues for TSO/MO, in which
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the actual and forecast data of technical, economic and financial indicators are presented, ERO
invited all stakeholders to submit their comments through public consultation for a period of two
weeks.

The Consultation Report presented ERO’s proposals for the MAR to be recovered by the TSO/MO
during the relevant tariff year 2025. The approved Maximum Allowed Revenues will determine
the tariffs for the Transmission Use of System, System Operation and Market Operation as well
as the RES fund tariffs which will be charged to the Transmission System and Market Operator
users. The Consultation Report for the TSO/MO has addressed the allowed operating and
maintenance costs, the depreciation costs and the allowed return, which will be determined by
ERO during periodic reviews on a real basis (excluding inflation). Consequently, these costs should
be indexed to the inflation rate during each regular annual adjustment. The TSO's Rule on Allowed
Revenues stipulates that costs must be indexed to the Harmonized Index of Consumer Prices rate,
published by Eurostat for the 20 Eurozone countries, which for 2024 was 2.36%.

The Consultation Report also addressed the costs of ancillary services for 2025, evaluating the
costs of ancillary services performed during 2024, as well as the updates of the forecast of allowed
losses of the TSO, taking into account the Energy Balance for 2025. It also addressed the forecast
of the costs of purchasing energy for import in 2025, the forecast of the costs for TSO losses in
2025, the reference price for 2025, based on Methodology no. 01/2020 for the calculation of the
reference price for energy produced from RES, adjustments for the revenue correction factor for
the realized year 2024, adjustments for loss costs for the year 2024, ancillary services, the RES
fund 2024, corrections for non-tariff revenues 2024 and has presented the initial proposal for the
Maximum Allowed Revenues for TSO/MO, for the year 2025.

The report was published for public discussion with the aim of receiving comments from
stakeholders on ERO's proposals.

ERO, during the public consultation, received comments from citizens and various stakeholders,
including: INDEP, civil society organizations, Green Energy Kosovo, institutions of the Republic of
Kosovo, and energy enterprises.

The Transmission System and Market Operator submitted comments on 28 March 2025,
regarding the Consultation Report on Annual Adjustments of Maximum Allowed Revenues for
TSO/MO.

ERO analysed all the submitted comments in detail and considers them to be an important part
of the public consultation process. ERO has received several similar or identical comments from
different citizens, while in the Final Report (Responses to Comments) published by ERO on 11
April 2025, the comments and responses to each of the issues raised by citizens and stakeholders
were presented, and after analysis and professional evaluation, it has presented written
responses which were included in the Final Report.
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The Final Report on the Review of Maximum Allowed Revenues for TSO/MO, also includes the
updated data from TSO/MO which, after analysis by ERO, were taken into consideration in the
final evaluations.

ERO in the Final Report has also addressed the revisions to the forecast costs of ancillary services,
where it requested additional data from KOSTT during the public consultation process regarding
the forecast costs for ancillary services. It is worth mentioning that ERO has reviewed the prices
for aFRR ancillary services based on previous contracted prices for 2024, where from the prices
obtained for aFRR which were 48.8 €/MW for increase and 45.8 €/MW for decrease; it has
reviewed these prices also taking into account the prices for ancillary services of 2023. The
reviewed average prices for aFFR ancillary services are foreseen to be 41.3 €/MW for increase
and 35.4 €/MW for decrease. Therefore, the total forecast cost of ancillary services for 2025 has
been reviewed from €43.12 million to €37.72 million.

The costs of ancillary services costs are obligations arising from the Grid Code (Balancing Code)
while reserve prices are subject to market criteria over which ERO has no control in accordance
with Article 13.2 of the Market Rules. The main reason for the increase in the cost of ancillary
services comes from the increase in the contracting of aFRR and mFRR capacities as a result of
ENTSO-E requirements for improving system balancing. The automatic aFRR reserve has been
increased from +/- 25 MW to +/- 40 MW. The TSO/MO secures this reserve through weekly
auctions from the Albanian TSO. The prices for these services are different for each month and
vary depending on the type of capacity offered and the duration.

By Decision no. 08/236 of 11.12.2024 of the Government of the Republic of Kosovo, the
Transmission System and Market Operator — TSO/MO (KOSTT JSC), within the function of the
Market Operator, has been designated as the entity for the exercise of the powers of the
Renewable Energy Operator, which is obliged to fulfill all obligations related to the support of RES
Energy projects, in accordance with Law No. 08/L-258 and relevant legislation in force. The costs
of the Support Scheme and the Renewable Energy Operator are covered through the Support
Fund for Energy from Renewable Sources, which consists of funds collected within the framework
of Renewable Energy Obligations. Funds from the Renewable Energy Obligation are collected
from all suppliers who supply final customers on a monthly basis and are calculated per consumed
kWh.

The Renewable Energy Fund Tariff is calculated in accordance with the Rule on the Support
Scheme, as part of the rules set for the functioning of the RES Fund. It is a special tariff at the
transmission level, which covers the operating costs of the Renewable Energy Fund.

The Renewable Sources Fund is used to pay the difference between the tariffs under the Support
Scheme and the reference price and the energy producers within the tariffs under the Support
Scheme. The TSO continuously publishes reports on the performance and production of
renewable energy sources within the RES fund. As a result of continuous monitoring, a correction
is applied to the costs of the RES fund for 2024 in the amount of - €4,114,244, €/MWh, which
includes the difference between the revenues and expenses of the RES Fund for 2024. Such
correction is separate from the cost of the RES fund for 2025.
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Therefore, following the analysis and evaluation, it was determined that the cost value of the RES
Fund for 2025 will be €17,343,528, which is the result of the planned generation of energy from
renewable sources, as well as the calculation of prices (Fund Cost Value = (Feed-in
Tariff-Reference Price) x Energy production from each generating unit, then the cost of fund
management and the cost of imbalances are added. Similarly, in the following years of the
regulatory period, the costs of the RES Fund will be adjusted to take into account the differences
between forecast and realization.

Regarding the reference price for energy produced from Renewable Energy Sources (RES), it is
calculated using a certain methodology that is defined to ensure a fair and transparent process in
determining this price. This price is directly linked to the price that the Energy Market Operator
applies to the energy sold by RES energy producers to suppliers. The methodology used to
calculate the reference price for energy produced from RES is defined in Article 5 of Methodology
no. 01/2020. The basic principles for determining the reference price are as follows: the amount
of displaced demand is based on the merit order of demand, where the most expensive generating
source is replaced first and the cheapest source is replaced last; the hourly reference price is based
on the volume of generation from RES and the costs of the displaced alternatives at that time for
that volume; and the calculation of the annual reference price is based on the current values of
the displaced sources of electricity per hour, for the entire year, and divided by the expected
volume of generation from RES per hour, for the entire year. Therefore, based on these legal
principles, the reference price of Renewable Energy Sources is determined as in the provision
under point IV., of Decision V_2696 2025 dated on 11 April 2025.

Therefore, the Maximum Allowed Revenues to be collected by the Transmission System and
Market Operator (TSO/MO) for the relevant tariff period of 2025 including the Renewable Sources
Fund are in the amount of €88,198,071, as set by Decision V_2696 2025, dated on 11 April 2025.

The Transmission System and Market Operator (TSO/MO) based on point V. of the enacting clause
of Decision V_2696 2025, dated on 11 April 2025 is obliged to prepare and submit for approval
to ERO the tariffs for the Transmission Use of System, System Operation and Market Operation,
as well as the tariffs for the Renewable Sources Fund for 2025 based on the MAR for TSO/MO.

ERO, on 15 April 2025, received from the TSO/MO, the proposal for the tariffs for Transmission
Use of System, System Operation and Market Operation of the TSO/MO, and the tariffs for the
Renewable Sources Fund. The TSO/MO proposal for the TSO/MO tariffs and the Tariffs for the
Renewable Sources Fund is based on the ERO’S decision on Maximum Allowed Revenues
V_2696 2025, dated on 11 April 2025

ERO has evaluated that the tariffs proposed by the TSO/MO reflect the service costs for the
activities of the Transmission System, System Operation, Market Operation and Renewable
Sources Fund, in accordance with Rule no. 10/2017 on the Support Scheme.

The ERO Board, following the evaluation and analysis of the proposal for the tariffs for
Transmission Use of System, System Operation and Market Operation, has evaluated that the
request is based on Decision V_2696_ 2025 of 11 April 2025 on Maximum Allowed Revenues of
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TSO/MO and based on the legal provisions mentioned in the introductory section of this decision,
has decided as in the enacting clause of this Decision.

IV. The decision is issued and published in official languages of the Republic of Kosovo.

V. The decision enters into force on the date of approval by ERO Board and will be published on
ERO’s website.

Legal advice: The party dissatisfied with this decision may initiate an administrative dispute at the

competent court, within thirty (30) days from the date of receipt of the decision or the date of its
publication on ERO’s website, whichever occurs last.

ERO Board:

Ymer Fejzullahu, Chairman

Lutfije Dervishi, Member

Gani Bucaj, Member

Arta Isufi, Member

Adnan Preniqi, Member

This decision is sent to:
e Transmission System and Market Operator (KOSTT JSC)

e KEDS,
e KESCO, and
e ERO Archive



