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Dear all,

It is my great honor to present before the Assembly of the Republic of Kosovo the Annual Report on
the work and activities of the Energy Regulatory Office (ERO) carried out in 2014.

The Annual Report 2014 is structured in line with Article 9 of the Lawrmrgy Regulator, for
submission to the Assembly of the Republic of Kosovo.

The Report contains detailed information about the activity of ERO, the regulation of energy sector,
and provides a general overview of the sector including the most importanttsva the energy
market, electricity tariff review, monitoring of licensed enterprises, monitoring of construction of
new generation capacities, ERO financial report, as well as other data concerning the regulated
activities in the energy sector in the Reblic of Kosovo.

Kosovo has adopted its primary legislation on energy, which sets out the rights and obligations of the
parties in the sector in order to ensuassustainable, secure, reliable and quality electricity supply.

The energy sector in the Republic of Kosovo is under a restructurintipanalizationprocess. The
Government of Kosovo, in order to facilitate this process,ihigisited the supplementingamending

of the energy sector laws to align the latter with tBe&iropean Union legislation, and the review and
adoption by the Assembly of Kosoigmexpected ERO has been engaged in the working groups on
supplementingamending the energy sector laws.

In 2014, ERO continued to align the secondary legislation witletieegy sector laws. In order to
fulfill the obligations set forth by the applicable laws, it has issued améndedvarious rules,
mainly on RES in order to reach the mandatory targets until 2020.

Energy sector reforms started since 2004 by the estahiesit of ERO. The reforming process
further continued with unbundling of KEK, a vertical integrated company, whereby KOSTT (2006),
currently operating as an independent transmission and market entity, was established. Further
dzy 6 dzy Rt Ay 3 02y DistybdiSRandeShppli and $haréatier with their privatization,
transferring themeventuallyunder the ownership of Limagalik on 08 May 2@L

In 2014, the legal unbundling process of energy enterprises was successfully closed, whereupon the
Kosovo Electricity Distribution and Supply (KEDS) System Operator was legally unbundled into two
independent entities, with the Public Electricity Supplieing transferred from KEDS to the new
legal entity- KESCO. Legal unbundling aims at eliminating indirect subsidies between the activities of
distribution and public electricity supplier.

ERO, in 2014, developed the Report on Security of Supply Sectniiti, wias published pursuant to

the requirements of the Law on Energy Regulator. Furthermore, ERO has developed the Triennial
Assessment of the Competition in the Electricity Market in Kosovo, wherein it considered that there
is no effective competition irlectricity supply in Kosovo yet, as all customers are supplied by the
only public electricity supplier at regulated tariffs and no other independent supplier operates.

ERO, during this year, has developed and prepared the Monitoring Report 2014, dgseridetails
the findings of licensed enterprises. This report balpublic for all stakeholders.

ERO continued with the procedure of licensing energy activities and the procedure on authorization
for construction of new generation capacities from RES.

The Transmission System, thanks to the investments made, is in a good state,regultbd in
decreased bottlenecks, improved quality of supply and decrease of technical losses in transmission

The state of the distribution network remains poor dueitsufficient investment, suffering huge
technical and commercial electricity lossdisabling quality electricity supply for the customers
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Generation from local generators in 2014 was significantly lower than in @0&3o the accident
occurred in TPPdsova A, on 08 June 2014.

In 2014, concrete actions were undertaken by government institutions in relation to the
development of TPP "Kosova e Re" Project, and as a result, the bid for this project was opened and
evaluated in December. TPP "Kosova e \RM#'represent the main pillar of sustainable generation
from lignite, securing basic energy for the system. ERO participated in the Project Steering
Committee and Working Group.

In 2014, ERO carried out the Eighth Electricity Tariff Review (ETRS), @s thvelextraordinary tariff
review, as a result of the explosion in TPP Kosova A, at the request of the licensees.

Regarding the district heating sector, it should be noted that the heating supply in 2013/2014
season was insufficient in terms wfeeting customer needs for heating. In general, the period of
heating supply was shorter than the period of heating season, featured with frequent supply
interruptions and a poor quality heating, due to financial difficulties to purchase fuel (heawiljuel

A very important development in the central heating sector was the beginning of operation of the
TPP Kosova BDH Termokos Ggeneration Project, affecting significantly in improving the heating
supply of the city of Prishtina. Testing phase sdron 28 November 2014, followed thereafter with

a sustainable supply of thermal energy (heating) from TPP Kosova B. Connection to B2 unit could not
be implemented in 2014 due to mismatching with the B2 unit overhaul schedule. Therefore, the
connection isplanned to be conducted in April 2015, whereby thed@oeration Project shall be
completed.

In addition, another promising development in the central heating sector is related to the DH
Gjakova Project on changing fuels and rehabilitation of the centatilg system, in relation to

which, as of July 2014, a Feasibility Study, and Social and Environmental Impact Assessment (SEIA)
was developed.

It should be mentioned that ERO had ongoing cooperation and is actively involved in the above
mentioned projecs in matters related, but not limited to regulatory aspects.

During 2014, ERO participated in international activities related to energy sector within the South
East Europe Energy Community (SEE iBG)Il working groups, as well as those of the Energy
Community Regulatory Board (ECRB).

It must be noted also the patrticipation of ERO representatives in the work of the Technical Group on
Energy, established to support the Dialogue between the Repuablikosovo and the Republic of
Serbia on energy issues.

Respectfully,
Enver HALIMI
Chairperson of th&ROBoard
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1 EXECUTIVE SUMMARY

Pursuant to Article 9 of the Law on Energy Regulator No-033. the Energy Regulatory Office
(ERO) has compiled the Annual Report on the situation of the Energy Sector in Kosovo and ERO
activities in 2014. The Annud&eport issubmitted to the Assemblyof the Republic of
Kosovo no later than three months after the end of each calendar year and it shall be published
in the official website of ERO.

First chapters of the report present the organization of ERO, organizational structure with brief
descripton of activities of the ERO Board, Departments and Administration Wniaddition, a
section addressing the documents and decisions approved by the ERQiBaadad! is includeds

well. In the following, this chapter describes technical assistance gmjeapacity building of ERO
and professional staff trainings aimed at capacity building.

The fifth chapter addresses ERO regulatory developments and activities related to licensing of
energy companies and the process of issuing authorizations for catistnuof new generation
capacitiesFurther,on, the monitoring process carried out by ERO in 2014 is described. This includes
the monitoring based on reports prepared and submitted to ERO by licensed companies in
accordance with the Energy &er Reporting Manual. Monitoring is also carried out based on the
Licensed Enterprises Monitoring Program, which was prepared by ERO, and is being implemented
since early 2014. This section of the Annual Report includes also the monitoring of theyseturit
supply as provided by the Report on Security of Supply issued and published in accordance with the
Law on Energy Regulatory.

The sixthchapterof the report includesan analysis of the electricity sectand provides the relevant
considerations relgd to the management of the electricity situation in 2014. This section describes
the situation and characteristics of the transmission and distribution networks, generation,
electricity flows and total consumption. It also describes the specifics ofldwricity market such

as: the load on the electrical energy system of Kosovo, loss of electricity, electricity supply, import
and export of electricity and billing and collection. Further on, the report provides an assessment of
the electricity supply ath service quality.

The seventh chapter addresses electricity tariffs, describing the legal basis for their determination.
This section of the report describes the tariff review process (regular and extraordinary), outlining
the analysis of the tariff prazss during the regulatory year and the reporting period 2014.

Chapter eighth presents the Central Heating Sector, wherein, following the overview of the sector,
main developments in 2014 are presented. This chapter contains information on: the technical
characteristics of the district heating systems and the performance of district heating enterprises,
the consumption of fuel and the price; generation, supply and system losses. This section discusses
also the information on billing, collection and tariéf&district heating during 2013/2014 season.

Natural gas section is presented in the ninth chapter, in accordance with ERO authority deriving from
the Law on Energy Regulator to regulate this sector. Due to lack of natural gas in Kosovo, the ninth
chapter addresses future developing opportunities for this sector.

Tenth chapter describes ERO activity relatedustomerprotection. A special importance was given

to this matter, and in particular to resolving complaints and disputes of customers and licensees.
This section of the report addresses also legal representation related to dispute cases in court
proceedings.

Ekventh chapter of the report presents international activity of ERO, including the agreement on
energy with Serbia.
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The twelfth chapter presents the financial report, including the revenues, budget and budget
expenditures. This chapter contains also tmafcial audited report for the previous year.

Abbreviations used in the report have been given at the end of the report.
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2 LEGAL BASIS

In April 2002, Kosovo became a signatory of the Athens Memorandum of Understanding (MoU) on
establishment of the Regioh&nergy Market, later called Energy Community (EC), and included th
South East Europe, while in December 2003 it signed the revised version of the Athens MoU.
Thereby Kosovo became an equal partner and participant in the establishment of Energy
Community, which is of primary importance for development of the energy sector in particular, and
economic development in general, basedd®B & SNI¥Sa 2F fAIYyAGS yR Y24&:
exchange of energy in the region of Southeast Europe.

To meet the obligations of the Athens MoU, Kosovo in 2005 signed the Treaty establishing the
Energy Community, which resulted in several state obligations. One of the subsequent Treaty
20t A3 GA2ya Aa OAYy AN Qomnuhaiitaite LA gy Eeftdr, ApdrtjculaBlyF (1 K S
obliging application of the Energy Directives and Regulations of the European Union.

As a result of these obligations, in particullae provisions of Articles 23 and 25 of the EC Directives
No: 2003/54 and 2003/55, in 2004 theskmbly of Kosovo adopted the Law on Energy Regulator,
No: 2004/9. Based on this law, the independent regulatory authgrlBRO was established, bearing
the duties to regulate the energy sector including: electricity, central heating and natural gas. This
law was amended in 2010 by the Assembly of Kosovo into the Law Nel&3n EnergiRegulator

that is still applicable.

Establishment and functioning of ERO as an independent agency of the Republic of Kosovo is
guaranteed by the Constitution of the Repigbof Kosovo, and it is responsible for economic
regulation of the energy sector by issuing and monitoring energy activity licenses, granting
authorizations for construction of new energy capacities, approving price and tariff methodologies
for regulatedactivities, issuing secondary legislation (rules) on regulated activities in electricity and
heating sector, monitoring effective unbundling of energy enterprises and performance of licensees,
and complaint and dispute resolution, based on applicable Evasrules in the energy sector.

The Constitution of the Republic of Kosov

( )

Law No03/L-184 Law No. 03/i201

on Energy on Electricity
g The Assembly

- N of Kosovo

Law No. 03/k133 Law No. 03/1116

on Gas [ on Central 1

- J

Law No. 03/t185
on Energy Regulatol

Fig. 2.1 Primary legislation on energy, adopted by the Assembly of Kosovo based on the requirements of the
ECT.

The Treaty establishing the Energy Community was signed for a 10 years period andceBy
Ministerial Council Decision No. D/2013/03/MC it has been extended for another ten years as well.

8
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In the mean time, EC Directives No. 2003/54 and No. 2003/55 have been replaced by the EC
Directive No. 2009/72 (Electricity) and No. 2009/73 (Natural gas), whereas EC Regulation No.
1228/2003 has been replaced by Regulation No. 714/2009. Transpositiaws$ipns of these EC
Directives and Regulations is under process, and the latter shall be reflected in the Law on Energy,
Law on Electricity, Law on Energy Regulatory and Law on Natural Gas, currently being at the final
stage of the process, and ERO reggnetatives have been active participants in drafting éimve
mentionedlaws.

Policy Guidelines by the Energy Community Secretariat on Independence of National Regulatory
Authorities

On 28 January 2015, the Director of the Energy Community Secretatati iasPolicy Guideline on
Independence of National Regulatory Authorities (NRA), provided partially below.

The Energy Communitgcquis communautair@stablishes NRAs as independent institutions. In
particular the Third Energy Package puts increased eniplumsthe NRAs independence as main
issue for reform.

According to Article 35 (4) lit a Directive 2009/72/EC and Article 39 (4) lit a Directive 2009/73/EC, the
NRA must be legally distinct and functionally independent from any private or public entity,
including the head of state, national, local or regional government, ministries, municipalities and
political organizations or structures. This clearly rules out subordination of the NRA to any public
institution as well as NRA establishment and / or liqtida by any public
entity; establishment and liquidation of the NRA is an exclusive responsibility of the legislator and
must therefore solely origin from legislation.

NRA staff and management shall act independently. This means that NRA staff and mamagem
shall not seek or take direct instructions from any public or private entity. At the same time this
implies the prohibition for anyone to give such instructions.

According to Article 35 (5) lit a Directive 2009/72/EC and Article 39 (5) lit a Dire6873/EC

NRAs must have a separate annual budgghin its implementation. This does in principle not
SEOf dzRS GKIdG GKS bw! Qad 0dzZR3ISG A& LINL 2F GKS
annual budget line for the NRA.
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3 ABOUT THENERGY REGULATORMCH

ERO exercises its powers, as a part of the institutions of the Republic of Kosovo, in accordance with
the applicable legislation in Kosovo.

3.1 Organizational structure of ERO

Organizational structure of ERO consists of: The Bdiamd(5) departments and the administration
unit.

Heads of Departments organize, control, plan, cooperate, and evaluate their staff and hold
responsibility for activities and fulfillment of all tasks under their responsibility.

Staff members perform worlkanalysis and other tasks, anytime it is required, in accordance with
internal regulations of ERO, and submit proposals to the Hedzephirtments that thereafter, are
submitted for approval to the Board.

3.2 Board of the Energy Regulatory Office

The Board oERO is composed of five (5) members, including the Chairperson. The Board members
are proposed by the Government and appointed by the Assembly of the Republic of Kosovo. The
term of each Board members starts from the day of his/her appointment.

The Chairprson of the Board represents ERO before third parties, and reports to the Assembly of
the Republic of Kosovo and its functional committees, upon their request.

The Chairperson of the Board, pursuant to the Law on Energy Regalatarllysubmitsthe amual
report to the Assembly of the Republic of Kosovo, no latemttinree (3) months after the end of
calendar year.

During 2014, ERO Board functioned with three members, because the term of two members expired
on 15 December 2013.

3.2.1 Competences of the Baa of Energy Regulatory Office

The Board of ERO, in line with responsibilities vested by the Law, exercises the following activities:

91 approves ERO regulatory and operational policies;

T 2NHIyAT Sa FyR adzLJSNBA&aSa 9whQa 2LISNI GA2YT

1 supervises implementation of the budget and financial management of ERO and approves its
financial reports and statements;

1 organizes employment, appoints and supervises the work of staff employed by ERO;

1 approves the levels of compensation and otlenditions of employment, for the
employees of ERO;

1 makes decisions and issues rules and other bylaws prepared by the ERO.

The Board must hold at least ten (10) meetmgs per year, which are open to the public and are
announced five (5) days ahead@fK S RI 4S 2F (KS YSSGAy3z o0& Lz
official website.

10
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The ERO Board addresses all issues under its authority, through decisions, taken in meetings open to
the public. Board meetings are recorded in the minutes of meetings, wketkgisions are
published.

3.3 Managing Director

Managing Director is responsible for implementation of all decisions of the ERO Board, and reports
to the ERO Board:

1 Supervises annual and periodic electricity and district heating tariff determination pro¢esses

1 Supervises the development process of Methodology ondisariminatory access and
transparent compensation on use of power networks in Kosovo;

1 Supervises energy market designing processes in Kosovo, balanced market liberalization
processes, drafting gfolicies on customer rights protection and customer complaints
handling;

9 Supervises drafting of policies in order to ensure application of dyosser trade
mechanisms in accordance with Regional Electricity Market Rules;

1 Supports the ERO Board in mamagihe employees of ERO;

1 Puts before the ERO Board proposals on any necessary action related to ERO budget, in
order to improve internal operation of ERO, including:

i.  Budget planning and procurement needs;

i.  Proposal of actions to increase work efficiency;

9 Advises the ERO Board on all other duties falling under the responsibility of ERO in line with
the Law on Energy Regulator, etc.

3.4 Human Resources and Professional Development

ERO considers human resourcesaalsey factor to fulfill the obligations set out by law, therefore
constantly pays due attention to capacity building of employees.

In general, ERO employees have university education, serving as a basis for future development in
specific areas of thenergy sector.

Members of ERO staff already have a rich experience and knowledge in the energy sector
including electricity, thermal energy and gas, qualities that have been acquired through work and
trainings.

Development of the energy semtmarket presents the necessity for trainings and capacity building
of human resources, therefore ERO has paid a special attention to training and capacity building of
its employees, encouraging them to gain hew or enhanced skills.

3.4.1 Number of employees ir2014 and needs for new employees

In accordance with the budget presented in 2014, the organizational structure consists of 33
positions. Currently, ERO employs 24 persons. The process of filling 4 vacant positions (Managing
Director, Market Monitoring Anlgist, Economy Officer, Legal Matters and Licensing Expert), is under
proceeding.
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As a result of budget cuts, ERO is continuously facing problems in terms of retaining quality
employees who were trained intensively for a long time. Losseadftrained employees, caused to

ERO big difficulties in meeting its obligations, as new employees need to be trained and during this
time ERO must rely on less experienced employees.

Such fluctuation of employees has continually caused problems to ER&ydeeleaving of a part of
professional staff has created difficulties in employing staff with a certain level skills and experience.

3.5 ERO Capacity BuildingTechnical Assistance Projects

Due to the volume of work, and additional activities in the sedasnvell as their complexity, in 2014
arose the need for the ERO to be assisted with technical consultancy. The consultancy projects are
presented below:

- The Project funded by The World Bank Gro(gagned on 20 June 2013 and continued also
during 2014),namely the International Finance Corporation (IFC) has assisted ERO in
enhancing its existing regulatory framework in the renewable energy sources sector and in
promotion of investments in this area. This assistance includes the support in drafting
standadized power purchase agreements produced from RES;ifetdiff for solar energy,
as well as the support rule.

-  REPOWEROSOVA Project funded by USAHgned on 23 June 2014)aving as its main
goal the improvement of the ability of Kosovo to offer c¢leanergy, sustainable and
affordable supply, critically for economic increase, as well as general quality of life in Kosovo.
Furthermore, the Project supports merging of energy markets between Kosovo and Albania,
as well as the further unbundling of the $avo Energy Corporation. This Project's goal is to
support key institutions in dealing with energy issues, as a continuous endeavor of Kosovo to
modernize its existing electricity sector. The Project promotes an enhanced energy sector,
contributing to inceased stability in the country.

12
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4 SCOPE OF THE ENERGY REGULATORY OFFICE

4.1 Organization of the Energy Regulatory Office

The Energy Regulatory Office (ERO), as an independent agency is obliged to regulate activities in the
energy sector in Kosovo, includiabpctricity, district heating and natural gas, in accordance with the

Law on Energy Regulator and obligations arising from the Energy Community Treaty. These duties
are covered by the ERO staff, distributed in Departments and the Administrative Unit.

4.2 Depatments of ERO

1 Departments are managed by Heads of Departments, who organize, control, plan,
cooperate, and evaluate their staff and hold responsibility for activities and fulfillment of all
tasks set forth under the responsibility of Departments. Head efdbtment is responsible
for delegating daily works to the Department staff.

1 Role of staff members of Departments is to perform tasks, anytime it is required based on
legal requirements and, through the Heads of Departments, propose to the Board. Imcerta
cases, staff members can be authorized by the Board to perform special tasks.

9 Staff members have to work in close cooperation with the Head of Department and other
professional staff. Staff members should have also the opportunity to attend trainings
available to ERO, to enhance their professional skills and knowledge.

4.2.1 Legal and Licensing Department (LLD)

Legal and Licensing Department is responsible for drafting secondary legislation, reviewing licensing
applications by energy enterprises, reviewingpkgations for granting of authorizations for
construction of new capacities, drafting various letters, providing legal advices, etc. This Department
Ffa2 OF NNASA 2dzi adzLISNBDA&AAZ2Y YR Y2yA(lG2NRy3 27F

4.2.2 Energy Market Department (EMD)

Enegy Market Department is responsible for market structure, monitoring the parties on the
market, evaluating and analyzing data in the energy secidre Department also monitors
competition andbehaviorof market participants against principle$ objectivity, transparency and
non-discrimination.

4.2.3 Tariffs and Pricing Department (TPD)

Tariffs and Pricing Department is responsible for the review of tariff applications of licensed
enterprises; it monitors operational and capital expenses throlayiff Reviews; undertakes all
necessary measures to ensure that the tariffs are -teiective, reasonable, noediscriminatory,
based on objective criteria and established in a transparent manner taking due consideration of
affordability and customer mtection.
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4.2.4 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, and between
two energy enterprises. In the course of exercising its dudied responsibilities, this Department
cooperates with all institutions anarganizations, whickegitimately represent the customers.

4.2.5 Thermal Energy and Natural Gas Department (TENGD)

Thermal Energy and Natural Gas Department is responsible for the revievimplementation of
strategies, performance standards and other operational practices related to these sectors. This
Department carries out the monitoring of licensed enterprises through the collection, analysis and
evaluation of relevant data and infieration, and also it contributes to the development of reporting
systems of district heating enterprises, focusing on tech#@ainological elements and the
integration of incentives and targets for efficiency. It also cooperates with other DepartmeBR®f

by providing technical support and expertise on issues related to thermal energy and natural gas.

4.2.6 Administration Unit (AU)

' RYAYAAGNYI GAZ2Y ' yAG &adzZll2NIa 9whQa FdzyOQUA2yAy
coordinates ERO staff trainingsipply and maintenance of office equipment and assists in arranging
the office by making it comfortable for work for all the ERO staff.

7 N
Board of the
CorAavans
\ y,
7 N
Managing
NivAantAr
. Y,
. Gas and - . .
Energy Pricing and Legal and Customer Administrati Public
) . . . Thermal Unit )
Market Tariffs Licensing Protection on Uni Relations

Enerav

Fig 4.10rganizational Chart of ERQ014

A brief description of the organizational structure with filled aradantpositions in 2014 is provided
in the tablebelow.
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Tab. 4.1 Current positions as at the end of the 2014

Organizational Positions Positions Employment Vacancies (Description)

ERO Board 5 3 Board Member
Public Relations Officer 1 - Managing Director
Legal and Licensing Department (LLD) 1 1

Head of the Department

Expert for Legal matters & monitoring
Expert for Legal matters &

Analyst for monitoring of licenses 4 3 Lo
Monitoring

Legal & Licensing Officer

Customer Protection Department (CPD)
Head of the Department

Analyst for fulfilment of standards

Customer Care Officer

Energy Market Department (EMD)
Head of the Department
Experts on Power Plants
Analyst for Power Systems 4 3 Economy Officer
Analyst for Market Monitoring
Analyst for Power Supply and Market Structure
Pricing and Tariffs Department (PTD)
Head of the Department
Expert for Regulatory Matters and Tariffs 4 3 Analyst for tariff structure
Economy Officer
Analyst for Tariff Structure
Administrative Office (AO)
Head of the Administrative Office 2 2
Chief Financial Officer
Procurement Manager
Administration Officer
Data Management Officer

Board Assistant Board Assistant

Translator for English
Translator for English Language Languaget

Translator for Serbian Language
Translator for Serbian

Driver/Maintenance Officer Language

Thermal Energy and Natural Gas Department (TENGD)
Head of the Department
Analyst for Thermal Energy

TOTAL 33 24 9

As it can be noted, at the end of 2014, there were 24 staff members, 7 vacant positions and two
vacant positions in the ERO Board.

The positions filled during the reporting year are as follows: Regulatory and Tariff Matters Expert,
Tariff Structure Analysand Energy Supply and Market Structure Analyst.
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4.3 Meetings, workshops and trainings

Taking into account that regulation of energy sector is a relatively new field, regional developments
are quite rapid and it is necessary to follow in time. ERO paysa$ta@ntion to participation in
meetings, workshops and trainings. In addition to the contribution given in these meetings and
workshops, it has an impact also in capacity building of ERO staff, as well as gaining experience from
regional and internationaregulation practices, which is an imperative for professional development.

Providing equal development opportunities to employees is of a special importance. ERO employees
are entitled to nondiscriminatory treatment in the workplace, which protects their personal dignity
and integrity.

During 2014, a series of regional meesnworkshops and trainings were held, which contributed to
further capacity building of ERO employees on regulation of the energy sector in line with EU
standards.

Below you may find the meetings, workshops and trainings held during 2014:

1 04 February 204 ¢ Participation in the 29th meeting of the GPG EGREBCT, Vienna,
Austria;

f 05 February 201421 EWG Meeting of the ECRB organized by the ECT, Vienna, Austria;

1 06 February 2014 Workshop on Regional Electricity Balancing, organized by the ECT,
Vienna Austria;

1 12 February 2014 Twenty seventh (27 ™) Meeting of the Customer and Retail
Market Working Group within the ECRB, organized by the ECT, Vienna,
Austria;

§ 14 March 2014 2" Vienna Forum on European Energy Laws, held in Vienna, Austria;

1 22¢ 23 March 2014 Workshop on drafting/finalizing the ERO Annual Report 2013, Durres,
Albania;

1 25 March 2014 Workshop on statistics, organized within the ECT, Vienna, Austria;

{ 27 March 2014 8" 2 2 NJ] aK2L)Y a! LILX AOF A2y 2F wdz Sa 2y
ECRB, ECT, Vienna, Austria;

10- 13 April 2014 Training on Management and Finance, Budva, Montenegro;
15 April 2014 27" Meeting of ECRB at the Regulatory Authority of Greece, Athens, Greece;

20 - 21 May 2014- Meeting of the EU Stabilisation Association Process Dialogue (SAPD)
Sectoral Committee on Environment, Transport, Energy and Regional Development,
Brussels, Belgium

1 27 ¢ 28 May 2014 Participation in the 30th Meeting of the GWG EGRBCT, and the
Workshop on security of supply, Vienna, Austria;

f  03- 04 June 2014 32" Meeting of the ECRB Electricity Working Group, organized by the
ECT, Athens, Greece;

 10¢11June2014-2 2 NJ aK2 L)Y awSySgloftS SySNHe Fa | f
Community", held in the ECT, Vienna;

f  16-17 June 2014 28" Meeting of the Customer and Retail Market Working Group within
the Energy Community Regulatory Board (ECRB), iB@fe Vienna, Austria,;
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1 17 June 2014; Seventh (7) Social Forum of the Energy Community, in the ECT, Vienna,
Austria;

1 25 September 2014 CEERBenchmarking Training (Comparative Studies), in Brussels,
Belgium;

29 September 20142 2 N] 4 K2 LJY a9t 29 ONHRE 2N &4 K2 LX X 2NHI
School of Regulation, Oslo, Norway;

 01-02 October 2014 29th Meeting of the Customer and Retail Market Working Group
within the Energy Community Regulatory Board (ECRB), and Joint Workshop between ECRB
CEER, Brusis, Belgium;

1 07-08 October 2014 Participation in the ECRB EWG Working Group Meeting in Vienna and
in the Workshop on Security of Energy Supply, Vienna, Austria;

1 7-8 October 2014; Participation in the 30th Meeting of the GWG EQRECE and the 9th
Gas Forum, Ljubljana, Slovenia;

9 08 October 2014 23rd EWG Meeting of the ECRB, organized by the ECT, Vienna, Austria;

9 08 October 2014 Participation in the Forum: Energy Regulatoriti€a and Development
Issues for Regional Trade Perspective from Europe and Eurasia, sponsored by the US
Agency for International Development (USAID), organized by the National Association of
Regulatory Utility Commissioners (NARUC), Istanbul, Turkey;

1 24 -25 October 2014; Training on Financial Statements and Audit, organized by European
Center, in Budva, Montenegro;

1 05 November 2014¢ Meeting between Kosovo and Serbia Delegations concerning the
implementation of the Agreement on Energy, Brussg&dgium;

1 11 November 2014t F NIAOA LI} GA2Y AY (GKS $2N] aK2L)Y 49y
Austria;

1 26 November 2014 Meeting between Kosovo and Serbia Delegations concerning the
implementation of the Agreement on Energy, Vienna, Austria;
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5 LICBISING ANAUTHORIZATION FORNBSJRUCTION OF NEWPEEITIES

5.1 LICENSES

The Energy Regulatory Office licenses the energy activities in Kosovo. Up until the present time, ERO
licensedthe following activities: generation distribution, transmission, supply, import/export of
electricity, distribution anddistrict heating supply and activity of cagenerationof electricity and
heating.

In order for some activities in the sector to be carried out easily, without the neéeioflicensed,

the applicable laws allow this for enterprises which wish to carry out this activity and which have no
influence inthe power system of Kosovo. Therefore, the activities which shall be free to obtain
license are the following:

Generation @ electricity with capacity below 5 MW;

Production of heat for selfonsumption with capacity below 1 MW;

Generation of electricity for satbnsumption if generation plant or customer is not
connected to the transmission or distribution systesng

Deposits of natural gas if total deposit capacities do not exceed ten thousand cubic meters.

The activitiesfor which enterpriseshave filed their applications with ERO for licensing purposes,
which, followingthe fulfillment of conditions, have beelicensed and operate in Kosqumave been
presented below:

Generation of electricity;

Operation of Transmission System;
Operation of electricity distribution system;
Market operation;

Public electricity supply;

Electricity Import and Export;

District heating production

District heating distribution;

District heating public supply.
Caogeneration of electricity and heat.

During 2014, licensed enterprises related abovementioned activities continued the operation
pursuant to licenses issued by ERO. It is worth mentioning, that of the abovementioned
activities, during 2014, ERO has, for the first tifieensedthe activity of cegeneration of electricity

and heating (in factf has modified the license for electricity generation of TPP Kosova B, where the
activity of coegeneration of electricity and heating has been increased). This activity is a project
which is being implemented in cooperation with TPP Kosova B with Teanoko

5.1.1 Transfer of liceses

The licenses issued by ERO, among other things, daeedeadline of validity, which operate until

the expiry of this deadline for carrying out relevant activities for which they have been licensed.
However, if an energy company licensed by ERO asks to trandieeiitseto another legal entity,
ERO has the #wority and responsibility to assess whether the conditions for such a transfer have
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been met. ERO shall allow the transfer from one entity to another only if both of the entities have
met the conditions foreseen by the applicable laws, namely, the cummtity shall file a request for
transferring the license and the new entity shall file a request and meet the conditions foreseen in
the Application for licensing the energy activities in Kosovo. During 2014, ERO received a request for
transferring thelicenseand allowed the transfer of the license as follows:

Transfer of license for Public Supply from KEDS to KE$ii©transfer started upon the request of

KEDS, of 07 October 2Q%dr transferring the License and assets of Electricity Public Supplier from
KEDS (Distribution System Operator and Public Supplier) to KESCO (Public Supplier). On 28 October
2014, KESCOompanyalso filed a request for transfer from KEDS, as well as pipéication for

licensing the activity of Electricity Public Supplier (with all proofs required by this Application for
KESCO). By this action, KEDS has currently only the license of Distribution System Operator, while
KESCO acts as a licensee for Pubjipl$u

KEDS, in its request, explained that, in compliance with Decision No. \203¥ whereby the
Manual for unbundling KEDS/Distribution System Operator from KEDS/Public Supplier was
approved has initiated the procedures for unbundling the Distributidiision from Supply Division,
which would be finished ntater than 01 January 2015. KEDS has explained that the process of legal
unbundling shall include the transfer of assets and existing obligations, operated by KEDS/Public
Supplier to the new Supptompany, namely, "KESCQO" J. S. C./ Public Supplier.

ERO has analyzélde KEDSrequest for the transfer of licenses, as well as documents attached to the
application ofdcKE / h ¢ fu¥aegogritian of the transfertherefore on 23 December 2014, ERO
Boad approved the transfer of this license. The data on transferred licehas®een shownin
more details in table 5.1 below:

Tab. 5.1Licensdransferred by Energy Regulatory Office during 2014

Description Address, validity of
No. Name of licensed enterprise of licensed Licence No. Headquarters of the S_I A Transferred
cense
activity Licensee I
Kosovo Electricity . N "
o K Public Néna Terezé, 1000C
Distribution and Supply . . L . . 01.03.2013 to
Electricity ZRRE/Li/Tr_07/12Prishtina, Republic ¢ from KEDS JSC
Company (KEDS - Supply 01.01.2015
o Supply Kosovo
Division
1
: Public . Néna Terezé, 1000C
aYh{h+h 9[ 9/ ¢w - ZRRE/Tr_2014/Li _ . _ ) 01.01.2015 to
, , Electricity Prishtina, Republic ¢ to KESCO J.S.C
/' hat!b,k6 €& 6Y9{/ 07/12 04.10.2036
Supply Kosovo

Duration of validity and conditions of licenses remain the same (from 04.10.2006 until 10.04.2036),
and from the moment of transfer of a license, the licensee is obliged to immediately notify the ERO
on any eventual changes or amendments to the documemtetber data, delivered during the
period of application for license. Although the transfer of license was made on 23 December 2014,
the Licensee KEDS should have continued to carry out the obligations pursuant to the license until 01
January 2015, when érights and obligations are to be transferred to KESCO. This is due to the fact
that pursuant to theRule on Licensingf a Licensee requests to transfer the license to another
entity, he is obliged to obtain the preliminary approval of ERO for suckfearntil this approval is
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obtained, the current licensee is obliged to continue to carry out the duties in compliancehgith
license until ERO approves the transfer.

5.1.2 Extensionof licenses

Each company licensed by ERO, depending on the activity, fethsprior to expiry of thdicense

is entitled to submit a written request for extension of the term of the license. ERO grants the
extension of validity of the license for another relevant period of time to all those enterprises that
meet thelicenseconditions and obligations under applicable laws, as well as whether the company
has submitted a written request within the legal time limit.

Since the validity of the license of the enterprise for electricity generation (KEKTFFCKosovo A)
would expirein October 2014, the enterprise has timely filed a request for extension of its validity,
requesting ERO that thicenses becomealid as of 4 October 2014 until 4 October 2020. ERO has
reviewed the request of Licensee KEKPP Kosova A and ERO Boayddécision V_652 2014,
extended the license validity term until 4 October 2015, because the enterprise in question failed to
insure from the Ministry of Environment and Spatial Planning the "Integrated Environment License",
upon the application for licensextension.

In the table below, datan the enterprise whose validity dicenseshas been extendedave been
presented:

Tab. 5.24icenses extended by the Energy Regulatory Office during 2014

: Description of licensed . Address, Headquarters of the - :
No. Name of enterprise . Licence No. ) Validity of License
activity Licensee

(issued in 2006)

GYZ2NLIZNI al 9 L A L, extenstion of
L., . . ) aGbsSyl ¢SNKSISE b i
1 Y2a2035aé 0Y9 Generation of electricity ZRRE/Li_05/12_A . license
L o Republic of Kosovo
Divizioni i Gjenerimit 04.10.2014 to
04.10.2015

5.1.3 Modification of licenses

Article 27 of the Law on the Energy Regulator foresees that ERO may issue a license for co
generation of electricity and heat, however, until 2014 it has received no request for licensing such
activity. During 2014, ERO issued a license fegereration ¢ electricity and thermal energy. In

fact, on 14 July 2014, KEK sent to ERO, a request and applicatioroddying the license for
generation of electricity for TPP Kosova B, bearing license number ERO/Li_0%413 |iBense for

the co-generation ofelectricity and thermal energy Therefore, on 23 December 2014, ERO Board
modified the license of KEK, Generation Division, TPP Kosova B, as follows:
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Tab. 5.3 License modified by Energy Regulatory Office during 2014

Name of licensed Description of licensed . Address, Headquarters of the . )
No. ) . Licence No. ) Validity of License
enterprise activity Licensee

KOSOVO ENERGY
CORPORATION JSC (Kt Gbsyr ¢SNST s8¢ b

] . Generation of electricity ZRRE/Li_05/13_A . 04.10.2006 to
JSC - Generation Divisic Republic of Kosovo
04.10.2026 _
TPP Kosova B L
! KOSOVO ENERGY (modified on
. L T 2012,2013 and
CORPORATION JSC (Kt Electricity and thermal ct . absyl ¢SNISISE b
i o o ZRRE/Libp_05/14_B ) 2014)
JSC - Generation Divisic generation license Republic of Kosovo

TPP Kosova B

Based on the above mentioned daibgis evident that the modification of the license has been made
from thelicense for electricity generation tine electricity and thermal energy egeneration.

The Project of Electricity and Thermal Energyg@uoeration has begun to be put into furmti and
implemented in November 2014, while thé&greement for Heating Supplybetween KEK anBH
Termokos has been approved in December 2014.

According to KEK, the modification of the license for electricity generation of TPP Kosova B (bearing
licensenumber ERO/Li_05/13_B) in the License for electricity and thermal energgraration
(bearing license number Nr/Libp_05/14_B) is made in order to legalize this useful activity for using
the electricity. ERO, upon reviewing the request of KEK and sufignétti the other relevant proofs
required for the license modification, by its decision of 23 December 2014 (decision V_672_2014)
allowed the modification of this license.

5.2 Legal unbundling of energy enterprises

Article 15, paragraph 2 of the Law on Electricity (Law No.-B31l), foresees that when the
Distribution System Operator is part of any integrated electricity enterprise, it shall be independent
of all the other activitieswhich are not related to distrilition, at least as regards the legal form,
organization, or decisiemaking.

LY FRRAGAZ2YS ! NOUAOEfS nc 2F GKS [ | &EnefgyenierfiriSes9t SO
carrying out transmission or distribution of electricity shall be indepenih terms of their legal
form, organization, and decision making in accordance with the Law on Ele€tdeity

The legal unbundling set out by the abovementioned articles, among other things, aims to, and is
viewed asecessary, to eliminate the indirestibventions through the activities of distribution and
public supply.

l'a  NBadzZ G 2F GKS € S3aFt NBIAdANBYSYy (i aManc&fori A 2y S
Legal Unbundling of KEDS/Distribution System Operator from KEDS/Public Sapplies KyA O K X
decision V_619 2014, of 29 April 2014, was approved by ERO.

oManual for Legal Unbundling of KEDS/Distribution System Operator from KEDS/Public Sapplier
contains provisions related to the content of ti@mplianceProgranme, which shall be compiled

by the licensee¢ KEDS/DSO; process of review, approval, and monitoring ofCtivapliance
Programme by ERO; and the Plan and time dynamics of actions that KEDS is to undertake.

The most important actions undertaken during this process incluglgisteringof new legal entity
with a new organization structure (KESCSDgringof assets between Distribution System Operator
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(DSO)and Electricity Public Supplier (ERPS$aringof staff between DSO and ERPpointing the
Managing Director of DSO and EBI&ringof debts in consistency with their source between DSO
and EPSharing theremaining legal obligations (court cases which have not been finalized yet, sale
or service contracts, payment of remaining taxes and similar).

The legal unbundling process mentionaldove ended on 23 December 2014 when ERO Board, by
decision V_670_2014pproved the transfer of the license and assets of the Energy Public Supply by
KEDS to the neventity KE€O.

5.3 Authorization ¢ Construction of new capacities

During this reporting year, ERO has accurately respected the transparency foreseen pursuant to the
authorization procedure, as well as the application of legal time limits for reviewing the applications
for issuance of authorization for building the n@eneration capacitie$rom the Renewable Energy
Sources (R for enterprises which have applied for obtaining the authorization.

In addition, in compliance with the apphble legislation, every applicant has been, in order to
obtain the authorization, subjected to the analysis afrrectnessand correct fulfillment of
documentation. This includes the legal, administrative, financial, technical, and environmental
documenation, obtaining of relevant permits of water use, right to use land, technical solution and
environment consent issued by the relevant institutions, in compliance with the activity wherefore
the subjects have requested preliminary or final authorizafmmconstruction

5.3.1 Issuance of preliminary authorization

ERO has reviewed the applications received for obtaining preliminary authorizatiomhdor
construction of newgenerationcapacity and ensured that such applications are reviewed in an
objective, transparent and nodiscriminatory manner. In reviewing these applications, ERO has
taken into accounthe objective and relevant criteria that must be ensured by the applicant under
Ruleon authorizationfor construction of new generation capacities.

For applicantsvho have met the requirements and criteria set forth in the procedure for rendering a
decision on a notification for preliminary authorization, the Board of ERO istiued (3)
preliminary authorizationsSee table 5.4 below.

Tab. 5.4 Enterprises granted with Notification on Preliminary Authorization

: o - ) ) Date of issuance o
No. Name of enterprise Description of activity Installed capacity Location

Decision
Peja River, HPP Kugishta |
) 4.5 MW, HPP Drelaj 1. 4.6 MV
3 ~ . ~ Construction of generato i V_618_2014
ayYsSty2am9y SN ) HPP Drelaj Il. 4.4 MW, HPF )
1 for generation of 60.4 MW 29 April 2014
SH.P K. . Shtupeq 6.5 MW dhe EGU
electricity from WATER .
Rugova 40.5 MW, MA Peja,
Republic of Kosovo
. V_666_2014
3 R R . Construction of generato . i - -
a9y SNHEHeé& CA N’ . 2 AYR tFNJ 4. 21 November
2 for generation of 34.25 MW . i Rk
SH.P K. . Mitrovica, Republic of Kosov 2014
electricity from WIND
) V_671_2014
Construction of generato . )
~ , X Morava River HPP Binca M 24 December
3 912 ¢ 9y SNHA2SAE for{generation b 0.6 kW L )
Vitija, Republic of Kosovo 2014

electricity from WATER

Decisios on Notificationon Preliminary Authorization have set out that the applicants have proved
their compliancefor building newgenerationfacilities. Such decisions do not entitle the possessors
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of the preliminary authorization to continue toonstructthe new generationfacilitiesbefore they
render a decision on the Final AuthorizatioBecisions on Preliminary Authorizations oblige the
applicants to file, within the time limit of two (2) years, starting from the date of issuance of the
preliminary authorization, a written request for issuing the final authorization on constructiois.
time limit has been reduced to one (1) yeafter the approval of changes to the Regulation on
Authorization Procedure, approved by ERO Board on 11 November 2014.

Compared to 2013, when ERO had issued fourteen (14) decisions on notification for preliminary
authorization, during 2014, three (3) decisions were rendered on the notification on preliminary
authorizationfor the generation capacity of approximately 95.25 MW, planned for construction.

5.3.2 Issuance of final authorization

ERO continued to review apmiions for obtaining final authorization and received applications
along with complete documentation foturning the decision on notification for preliminary
authorization into final authorization.

The enterpriseggranted with the Final Authorizatiorfor building newGeneration capacitiesre
show below (see Table 5.5 below).

Tab. 5.5 Enterprisgranted with Final Authorization

Date of issuance o

No. Name of enterprise Description of activity Installed capacity Location o
Decision
. . L ) V_653_2014
Led Light Tehnology Construction of Gjurgjevik/Malishevé, MA
) 102 kW . ) 03 October
Kosova SH.P K. Photovoltaics Panels Klina, Republic of Kosovo 2014
} V_660_2014
Construction of generato ) )
, . « . ) Lepenc River, HPP Vica, M, 11 November
2 Gal 01 24a DNR dueLIE fof ¢emdradiyndof 4.6 MW N .
Shtérpce, Republic of Kosov 2014

electricity from WATER

Compared to 2013, when ERO had issued three (3) final authorization for building a total capacity of
approximately 15.75 MW, during this year, two (2) final authorization were issuezbfatructinga
total capacity of approximately 4.7 MW, which are estggl to be realized in a two (2)ear period.

5.3.3 Termination of final authorization

ERO hasalsoreviewed the decisions on termination of preliminary authorization, as a consequence
of incomplete documentatiorof the applicant The enterprises the preliminary authorizationof
which (see the table 5.6 belowyas terminated, are shown below.

Tab. 5.6 Enterprise wwhichthe preliminary authorizatiomas terminated

Date of issuance o

No. Name of enterprise Description of activity Installed capacity Location .
Decision
Construction of generato Novobérdé, Jesenovik, MA V_661 2014
1 G2 AYyR t 26SNE { fogederation of 900 kW Novobérda, Republic of 11 November
electricity from WIND Kosovo 2014

Termination of the term of validity of the preliminary authorization waade uponthe request of

the enterprise in questionywhereinthe reasons for withdrawal were explained, since changese
madeto the original project, and the enterprise is preparing a new application in order to apply to
ERO, in accordance with the proceduresduathorization.
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5.3.4 Rejection of issuance of Final Authorization

ERO reviewed applicationthe preliminary authorization of which was rejected digeincomplete
documentation andlack of relevant evidenceThe enterprises, the issuance of preliminary
authorization (see table 5.7 belowf whichwas rejected, are shown below.

Tab. 5.7 Enterprisé@e whichthe issuance of preliminary authorizatiovas rejected

Date of issuance o

No. Name of enterprise Description of activity Installed capacity Location ) o
Final Authorization

Brod and Restelica River HP

Construction of generato Brod 1.1062 kW Brodi Il 312
1 GodzNR12& W ¢ { Ifabyehetanion of 6.582 MW kW dhe Restelica | & II, 2401 '~°0>4-2014
electricity from WATER kW MA Dragash Republic o e DEnber 200
Kosovo

A ¥ 4 A x

9wh . 2 NR NB2SOGSR (KS AaadzadyOS 2F FAYIf | dziK?2
company in question failed to complete the application, not insuring the proofs related to the use of
right to water access, issued by relevant institutions.

5.3.5 Postponement of Preliminary Authorization term

ERO reviewed also the request for postponing the term of validity of preliminary authorizations, in
order to extend the term for completing the application, so that the request for turning the
preliminary authorization into final authorization would beefil The company which term of
preliminary authorization was extended for another six (6) months for the completion of the
application for issuing a final authorizatios shown belovsee Table 5.8).

Tab.5.8 Companythe term of Preliminary Authorizatiaf whichwas extended

Date of issuance o

No. Name of enterprise Description of activity Installed capacity Location o
Decision

) - R . . INISYATl wWADSN

a¢ NSI y3aft S DSy Construction of generato ) ) V_669_2014
B L. N ) Erenik 6.8 MW, HPP Jasiq 2

1 /2y 4N} Ou2Na&A ¢ for generation of 11.7 MW . 23 December
e MW dhe HPP Erenik 2.4 MW

Kosova electricity from WATER 2014

MA Junik Republic of Kosov

5.3.6 Applications under review by ERO

ERO haslso received applications for being granted with auathorization for building new
generation capacitieswhich are in the stage of the completion of applications. The list of
applications, which are under the process of revimghown below (see Table 5.9).
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Tab. 5.9 Enterprises under the process of refeeweinggranted with a decision on prelimary authorization

Date of issuance o

No. Name of enterprise Description of activity Installed capacity Location o
Decision
Construction of generator "Lumbardhé i Decanit" River
A rax . . 18 September
1 a.SysSal ¢ {1 ot &Y for generation of 2.075 kW HPP Llogan, MA Decan, i
electricity from WATER Republic of Kosovo
i L. . Construction of generator River Lumbardhé i Prizrenit,
a [dzYSol NRKA . o . 23 September
2 for generation of 2.34 kW HPP Manastirica, MA Prizrer
SH.P K. e ) 2014
electricity from WATER Republic of Kosovo
Construction of generator . R
) al RIylre ¢ wNRL
, R ) for generation of . ) 04 November
3 a. ANNY tsSelé {1 ﬁ ( 3 MW MA Gjakova, Republic of
electricity from 2014
. Kosovo
Solar/Photovoltaic Panel:
Construction of generator Lepenc River, HPP Soponic:
. . . . . 11 November
4 GH Y2NNRAT]dz¢ {1 otfobYederation of 1.3 MW MA Kacanik, Republic of 2014
electricity from WATER Kosovo
Construction of generator
, N i for generation of Banja e Pejés, CZ Istog, 09 December
5 GhyAE {t!é [o]®/ & 0.5 MW .
electricity from Republic of Kosovo 2014
Solar/Photovoltaic Panel:
Construction of generator
6 4G{2t+F N DNSSy for generation of 3 MW Novosellé, MA Kamenica, 16 December
SH.P K. electricity from Republic of Kosovo 2014
Solar/Photovoltaic Panel:
Construction of generator
. )i eneration of Madanaj, CZ Kusar, MA 26 December
7 cnn3z c22R v2a2 858 "%y ¢ 3 MW _ J, Le
electricity from Gjakova, Republic of Kosovt 2014

Solar/Photovoltaic Panel:

ERO will continue to review and assess applications for authorizationonstruction of new
generation capacities, while complying with all legal procedures and criterfalfidtment of
targetsof RESset out by theapplicable instructions.

Until the end of 2014, ERO has dealt with a considerable number of applications for investments in
energy generation from FEEwith six (6) of them being granted with final authorizations, which are
shownin the table below.

Tab. 5.1CFinal authorizations

RES Type No. of applications Capacity in MW
Hydro Power Plants 4 38.13
Wind 1 1.35
Solar 1 0.10
Total 6 39.58

In the following table, 22 applications are shown by the kind & RE which preliminary
authorizations have been issued.
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Tab. 5.17Preliminary authorizations

RES Type No. of applications Capacity in MW
Hydro Power Plants 13 151.98
Wind 5 145.75
Solar 4 9.60
Total 22 307.33

11 applications, which are shown in table 5.12, @s® under the process of preliminary
authorization

Tab. 5.12Applications under the preliminary authorization process

RES Type No. of applications Capacity in MW
Hydro Power Plants 7 12.03
Wind 2 72.25
Solar 2 0.66
Total 11 84.94

5.3.7 RESRenewable Energy Sources

By Decision No. D/2012/04/MENnC of the Ministerial Council of the Energy Community of South
East Europe (SEE EC), the mandatory target foulRE3020was defined for Kosovdased on this
obligation, 25 % of final energy consumption shall be from RES.

In order to fulfill this obligation, the Ministry of Economic Development, on 31 January 2013, issued
Administrative Instruction no. 01/2013 wherein it set the yearly and {tamg targets of Energy
from RES. Instruction no. 01/2013 replaces Adminigirainstruction no. 06/200n Indicative
Targets on the generation of electric and thermal energy from the RES.

In order to achieve the targets for generation of electricity from RES, set forth by the Instruction
mentioned above, and in accordance with the legal mandate given by the energy legislation in force,
this year, EROissued: Rule on Support Scheme (On suppaf generation of electricity from
Renewable Energy Sourcasd Methodology on Calculation of Fe#d Tariffs for Photovoltaic Solar
Energy

ERO Board, based on the documents mentioned above, rendered Decision V_673 2014, on 23
December 2014, wherein itlefined the feed-in tariffs of the electricity generated from RES.
According to this decision, the electricity generated from water (hydro certt&l MW costs
codoeka2 K SftSOGUNROAGE 3ISYSNIGSR FTNRBY @gAYyR 02
oA2Ylaa 0O2aGa TmdPoeka2KXI |yR StSOGNROAGE LN
MOC Pneka? Ko

ERO has also set the term of sale of electrigiyperated fromRES, and the term for electricity
generated by photovoltaic panels wilave a duration ofl2 years whereashe one from other
sources (hydro energy, wind energy, and solid biomass) will have aofeanduration ofl0 years,
with prices f{eed-in tariffs) applied andvasaccepted in the supporting scheme.

5.4 Monitoring of licensed enterprises ana@¢onstruction of new generation
capacities

ERO, during this year, has monitored the licensees and the enterprises granted with the
authorization forthe constructionof generationcapacities for electricity generation.
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5.4.1 Monitoring based onthe Reporting Manual for the Energy Sector

This manual is part of the secondary legislation for ensegpgor. The manual describes in detail the
manner of the reporting for energy enterprises to ERO. In order for the manual to be as clear and
effective as possible, ERMendedthis document on 12 March 2014 (Decision V_607_20I4e
document wasalsohanded overto the licensees for comments and the valid comments of parties
have been taken into consideration.

According tahe Reporting Manual for the Energy Sectitre enterprises must submit quarterly and
annual reports to ERO on their activities. In additithe enterprises must submit their reports to
ERO within the deadlines foreseen in this mararabny violation of any article or provision of the
license. For some of the license articles having a more special importance, that is, the violation of the
license conditions which might have a serious impacgormernment policiesand customersor in

the cost for compensatiorthe licensed enterprises must immediately notify ERO. In case such a
notification is not made on time, ERO is entitled to impose adstrative measures or fines in
accordance with the Rule on Administrative Measures and Fines.

During 2014notifications and reports, in compliance with this manual, were handed to ERO from all
the energy enterprise. It is worth mentioning thatlistrict heating enterprisedDistrict Heating
Gjakovad, which had not sent some report during 2013, during 2014 submitted to ERO all the
quarterly and yearly reports related to tlttmmpliance withthe licenseterms.

5.4.2 Licensed Enterprises Monitoring Progra

The monitoring program has been developed by ERO in the cfn®013 and started to be
implemented during 2014. This program has been created in ordesirtplify the monitoring
process of energy enterprises, and according to it, the enterprises shalitrepon the request of
ERO, on quarterly and annually basis and, in certain cases, as nec&ssdgs receivinghe

requiredreports from the licensees, through its own tearBRQwill, as necessarynonitor on site
each of the licensed companies. Mtwring can be done with or withoutrior notice.

During 2014, ERO staff members requested various docuntfeons the licensees, which are
foreseen by the applicable legislation, specifically documents/reports/information which have been
described in theidicenses. In addition, the staff (ERO relevant departments) have prepared each
guarter Monitoring Reports for the licensed enterprises.

LY FTRRAGAZ2Y S 9 vwMonitdngdRepbdNBrLADIMER FI2f W2gAy 3 GKS A
Gaz2yAd2NRAyYy3I SYNRPIRI Iy (FRNUINIMpGEligatly>avaiiakld tO parties Al this 6 S
report, the findings related to the enterprises licensed by ERO have been described in details.

5.4.3 Derogation of some license provisions

Being unable to implement certain provisions of the applicable licenses and codes of licensees, some
licensees have requested ER® derogate postpong the fulfillment of certain provisions for a
certain period. Taking into consideration the circumstancdsRO permitted or dismissethe
requested derogations. All derogations are published on the website of the ERO.

5.4.4 Monitoring at the site of construction of gneration capacities

In March 2014, ERO representativesried outan inspectionn & Y S £9ly2SaNIHS €. company,
and monitored the works being carried out foonstructionof HPPBelaja, 9.2 MW an#éiPPDecan
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8.4 MW in the Municipality of Ogn, pursuant to the decision V_4@012 onauthorization for
construction of generatbn capacities, of 15 June 201&sued by ERO board. Based on this
inspection, it was found that the works abeing performedin compliance with te plans, starting
from intake pipeline, pipelineoute across the river bedwhereas theHPPsand transformersare
almost close to finalization andpon technical approval they are expected to be launched to
function. Some photos taken during the site inspection have been shown below:

— . - -
bt N
\

Fig. 5.1Pictures mad@uringworks forconstruction oHPPBelaja9.8 MWand HPPDecan 8.4 MW

Ly Wdz & wHwnanmnI 9wh NBLNBASY(l GdAdSa OF NNBSR 2 dz
company, Albaniku 3, in MA Mitrovica, for monitoring the works donstruction ofgeneration
capacities from water itdlPP! t 6 YA {1 dz oYX KF@Ay3 | OFLIOAGE 2F n
a! 52t 0 Ay GKS LXIFOS OFftftSR G¢KFIYAAKGSkh@I N
24 October 2014, issued by ERO Board. It was found that the works arepbédimgnedas planned,

starting by building the road, pipelineute from the intake place tdHPPbuilding. In addition,
according to thesite inspectiorassessments, it is considered that it is expected to be realized within

the time limits defined pursuant to the ERdecision. Some photos taken during the site inspection

are shown below:
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Fig. 5.2Picturesof works during theconstructionof HPP& t 0 | Yy hdvidg acapacity of.237 kW-
Mitrovica

In December 2014, ERO representatives carried out the lasksftel LISOG A2y T2 NJ (KA &

Wl ¢ Wo{d/ & O2YLIye& Ay al! I Ndr ébhsirutibn of geiédation2 y A G 2

capacities from water, iIHPPG . NBERA LLE¢ o6afAl0 KIFIGAy3d |y Ayaillf

andHPPGwS a (i St HPRAWS& G B/ RO L L ¢ lovateNidzReSt8ligal rivem g A OK |

premise of the hydrgower plant having an installed capacity of 2.28 MW, authorized by Decision

V_572_2013, of 2©Octdber 2013, issued by ERO Bodtds found that works are inhe stage of

preparing the road and route wherein th@pelinescoming from the intake to the premises BPPs

will be installed. Some photos taken from the site inspection are shown below.

29



U ZYRA E RREGULLATORIT PER ENERGJI ANNUAL REPORT 2014

ey

Fig. 5.3Picturesof works during theonstructionof HPPG . N2 RIRPG WIS & B &ridWRPd wE & G St A O L |
Dragash

ERO will continue to monitor the companies in relation to the application of authorizations for
construction ofnew generation capacities, respecting all the procedures and legal criterieeddiiy
the applicable legislation.
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