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REGULATORNIURED ZA ENERGUU Establishment and Mandate of ERO

‘ ’l ZYRA E RREGULLATORIT PER ENERGJI

) Established by the Kosovo Law no. 2004/9, on the Energy Regulator, and in
compliance with of EU Directive 2003/54

1 Is mandated with Economic Regulation of the energy sector (electricity, heat
and gas)

wWww.ero-ks.org




ENERGY REGULATORY OFFICE

REGULATORNIURED ZA ENERGIJU ERO Res pO nSi bi I ities ( 1)
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) Develop and approve secondary legislation

) Licensing and monitoring of the energy activities

1 Approval of tariffs
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REGULATORNIURED ZA ENERGIIU Organizational chart of ERO
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() EROis directed by a Managing Board, and is made up of four (4) departments,
a technical advisory group and an administration office

() The Managing Board is composed of five (5) members, including the Chairman
of the Board who is also the Head of ERO

oard members and Chairman of the
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REGULATORNIURED ZA ENERGIIU Licenses issues by ERO
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Based on the duties and responsibilities set forth by the Law on Energy Regulator,
ERO may issue, modify, suspend and withdraw licenses for the conduct of
activities by energy companies and, pursuant to the Rule on Licensing, has the
authority to issue licenses for the following activities:

» generation of electricity, 4 licenses
» generation of heat, 2 licenses
» transmission of electr. 1 license
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ENERGY REGULATORY OFFICE
REGULATORNIURED ZA ENERGIJU

Secondary legislation developed and approved by ERO

» Tariff Methodology for the Electricity Sector
» Rule on Principles of Calculation of Tariffs in the Electricity
Sector

» Rule on licensing of energy activities
» Rule on General Conditions of Energy Supply
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@ ZYRA E RREGULLATORIT PER ENERGJI
REGULATORNIURED ZA ENERGLIU Electricity Tariff Review 5 (ETRS)

1 Set tariffs for 1 April 2011 — 31 March 2012

] Followed same process and methodology as in previous
years
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REGULATORNIURED ZA ENERGIJU Major ERO activities in 2010

ERO Board has approved:

» Rule for the Establishment of a System of Certificates of Origin for

Electricity produced from Renewable Energy Sources, from Waste

and Co-generation in Combination with Heat in a Single Generating

Unit
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REGULATORNIURED ZA ENERGUU Other major recent ERO activities
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Three Energy Laws have been amended in the National Assembly — Laws on
Energy, on Energy Regulator and on Electricity

By September of 2011, all secondary legislation has to be harmonized with
primary legislation

1 ERO is preparing the following rules:
~ Rule on Pricing for District Heating (DH) Sector;
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ENERGY REGULATORY OFFICE

REGULATORNIURED ZA ENERGIIU Performance of regulated industries

1 Continuing improvements in electricity industry performance during 2010:
consumption grew by 4.4%

generation from Kosovo sources grew by 5%

total distribution losses maintained at 41.2%

collection rates increased from 79.7% to 86.9%
SAIDI value of 95.65 hours and SAIFI value of 38.83
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I Major improvements in district heating industry performance:
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Energy Market in Kosova 2010
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REGULATORNI URED ZA ENERGLIU KRPP and KEDS transactions
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1 Establishment of new MineCo and GenCo as public private joint
ventures to

» develop new lignite mine

» build and operate Kosovo e Re Power Plant (2x300MW) -
expected commissioning by 2016-17

»~ rehabilitate existing Kosovo B power plant (600MW) by 2016-17
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REGULATORNIURED ZA ENERGLIU Pressu res on ta I'iffS
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1 Strong pressures for large increases in tariffs

1 Advisors on KEDS transaction are concerned to raise cash flows and
business valuation

_! Large-scale investment in mining, generation and transmission and
distribution networks will need to be financed

wWww.ero-ks.org



ENERGY REGULATORY OFFICE

@ ZYRA E RREGULLATORIT PER ENERGJI
REGULATORNIURED ZA ENERGUU Major challenges for ERO in 2011-12

1 Ensuring the regulatory framework facilitates the KRPP and KEK
transactions, while continuing to protect customers and meet ERO’s
legal duties

1 Accommodating the KRPP transaction with its long-term PPA, while
ensuring compliance with Kosovo’s international obligations to open
up its electricity markets to competition
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Thank you for your attention
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