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Pristina, 27 January 2025
ERO Code: V_2636_2025

The Board of Energy Regulatory Office

Based on Article 9, paragraph 1, sub-paragraph 1.7, Article 15, Article 26, paragraph 1, sub-paragraph
1.2 of the Law on Energy Regulator (Law no. 05/L-084); Article 12 of the Distribution System Operator
License as the Kosovar Company for Electricity Distribution JSC (KEDS), with license number
ZRRE/Li_Tr_06/17, Article 15, paragraph 2, sub-paragraph 2.19 of the Rule no. 07/2017 on Licensing
of Energy Activities in Kosovo; and Request of KEDS no. 783/25, dated on 13.01.2025 on granting the
consent to mortgage the non-core assets,

in the session held on 27 January 2025 issued the following:

DECISION

I. APPROVAL - of the request to mortgage the non-core assets of the Kosovar Company for
Distribution of Electricity JSC (KEDS JSC) with license number ZRRE/Li/Tr_06/17 (the list of assets is
attached to this decision).

Il. KEDS J.S.C,, following the completion of the mortgage loan, is OBLIGED to submit to ERO the loan
agreements for supporting financial operations to ensure a sustainable level of services

Reasoning

o The Energy Regulatory Office (hereinafter: ERO) on 13 January 2025, has received the request
for consent to mortgage non-core assets of the DSO, based on the DSO License, No.
ERO/Li/Tr-06/17, Article 12, “Registration and Disposal of Relevant Assets”, which stipulates
that the Licensee may dispose of any of its assets after prior written approval by the
Regulator, requesting approval to use the assets of KEDS, included in Appendix 1 (List of
Assets) as collateral to secure the repayment of commercial loans in the amount of principal
up to EUR 35,000,000.00, plus applicable interest payable for a period of up to 7 years.

o The DSO has requested approval from the Regulator to mortgage some of its assets. The
purpose of this action is to secure working capital, which is necessary to support financial
operations and to guarantee a sustainable level of services. KEDS's request for mortgage
credit is around €35 million. The assets proposed for mortgage have been identified by the
DSO, and include assets that do not directly affect the stability and operability of the
distribution network.
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ERO evaluates that the request of the DSO is in accordance with the provisions of its license,
namely with Article 12 of the License. The DSO License provides for the possibility of
alienation of assets, as long as the request does not affect the security of electricity supply
and the stability of the grid. Also, the proposed actions are in accordance with the
requirements provided for in the Rule on Licensing of Activities in the Energy Sector and in
the DSO License.

For the purpose of evaluating the request, it is worth emphasizing that, according to the Sale-
Purchase Agreement, dated 17 October 2012, Article 13 provides that: "Except as provided
in the Implementation Agreement, neither Party may assign or transfer the benefits of this
Agreement, whether in whole or in part, without the prior written consent of the other Party.
Any purported assignment or transfer that is in violation of this Article shall be ineffective."

Based on the letter of the Ministry of Economic Development dated on 23 October 2024, it
has been clarified that the rights and obligations that KEDS has under the License, which are
in accordance with the legal requirements for the implementation of which ERO is
responsible, do not require approval from the Government. In this context, we have taken
into account the same analogy for the case of KEDS' request for the mortgage of assets and,
consequently, no separate approval from the Government was required.

ERO evaluated that based on the analysis of the assets proposed for mortgaging, they are not
expected to have a negative impact on the DSO's services to customers. The mortgaging of
these assets will not harm the functionality of the distribution network and will allow the DSO
to increase its liquidity to support further infrastructure development and the provision of
high quality services.

ERO evaluates that obtaining the loan will provide the necessary capital for the DSO, enabling
improved operational efficiency and supporting increased market demands. However, it is
important to monitor and ensure that any changes in assets do not negatively impact the
value and integrity of the distribution network.

ERO evaluates that the DSO will be obliged to follow the supervision procedures and report
any changes that may occur regarding the mortgaged assets. The Regulator will monitor the
process and ensure that this activity is carried out in accordance with the highest standards
of security and transparency.

Within the Licensing Rule, the enclosed clarification is more detailed by including that
"alienation" includes any form of sale, transfer, donation, lease, mortgage or any other action
involving a change of ownership or control of licensed assets. This means that any such
action, which may affect the operation of the licensed activity, requires a clear and prior
approval from the regulatory authority, which has the responsibility to evaluate whether this
action is in line with the public interest and with the requirements established for the
licensing and supervision of activities in the energy sector.



N\

o ERO, based on the analysis of compliance with regulatory criteria, has recommended the
approval of the DSO's request on the mortgage on its assets.

ERO Board, following the evaluation and analysis of the request by ERO, based on legal provisions
mentioned in the introductory section of this decision, has decided as in the enacting clause to this
decision.

Ill. The decision is issued in official languages of the Republic of Kosovo.

IV. The decision shall enter into force on the date of approval by the Board of the Regulator and will
be published on the official website of ERO.

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.

The Board of the Regulator:

Ymer Fejzullahu, Chairman

Lutfije Dervishi, Member

Gani Bucaj, Member

Arta Isufi, Member

Adnan Preniqi, Member
This decision is sent to:

e KEDS JSC, and
e Archive of the Energy Regulatory Office
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