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4 Steps

- Determination of long run marginal cost (long
run average incremental cost) of Distribution
Network

- Derivation of Use of Network Charges for
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U smies.Derivation of DUOS ch arges

Overview of Derivation of Use of Network Charges

Step 1 Determination of LRAIC
LRAIC = Incremental Investment Cost / Incremental Load

o Step 2 Tariff Derivation
Distribution Voltage Level 1

Distribution Voltage Level N

Customer Parameter
v /

Use of Network Charge for customer group, voltage <« | Tariff Time Periods
level and time period

Identification of Assets

Evaluation of Assets
Determination of Cost Elements

Calculation of Revenue Requirements

Calculation of Adjustment Coefficient
Adjustment of Use of Network Charges
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U sl Caleulation of LRMC per voltage level

Determination of customer groups
Determination of LRMC

+ Network Expansion Plan Approach
Cascading the LRMC coefficients
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o e ustomer groups

35 kV network connections;

= 10 KV network connections;

= LV network connections for Category I non-
Domestic/Household customers also subject to
reactive power charges;

= LV network connections for Category II non-
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O=mearel Determination of LRMC

Tariftf Methodology Kosovo:

approximate LRMC by the calculation of
long-run average incremental cost (LRAIC)
representing the present value (PV) of the
additional investment and operating costs
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LRAIC - Example

17

9450

100

Year Load Forecast Load increment  Distribution Investement
(MW) (MW) (Mio €)

1 7100

2 7180 80 6,5
3 7400 220 6,5
4 7640 240 6,5
5 7870 230 6,5
6 8110 240 6,5
7 8360 250 6,5
8 8470 110 6,5
9 8580 110 6,5
10 8690 110 6,5
11 8800 110 6,5
12 8910 110 6,5
13 9020 110 6,5
14 9130 110 6,5
15 9240 110 6,5
16 9350 110 62

18
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Present Value

Average Investment Cost (€/kW)

1261,45

66,64 €

52,83 €
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U EEiial RAIC — Tariff Methodology

Time horizon of 5 years

‘Discount rate for the calculation of PV:
WACC (i.e. 13.8% as decided by ERO)

Demand increment of approx. 10% of
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Revenue Reconciliation

Example revenue scaling factor assuming revenue requirements of

50.000.000 €
Taiff Cascaded Peak Damend | Theorticd LRVIO)|  Revenue Scded (LRMO
Qoup LRVIC Coeff €KWAr MWV Network Cost € | Scdling Factor | Network Gost €
2 15 20 €3790.00 220 €£82A4.457
3 25 20 €5.900.000 220 €12987.013
4 4355 ) €3206.290 220 €7.180.632
5 4355 ) €3206.290 220 €7.180.63
6 4355 100 €4.36.00 220 €95%6.177
7 4355 0 €2177500 220 €4.793.083
Totd 70 €22.715000 €50.000000
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O &sieie. Duos charge (Possible calculation)

Scaled (LRMC) | Demand% [ Demand dependent | Energy dependent [ Capacty Annig Demang

Network Cost€ | Component [  Costs Costs €| Connected (WW){ Consumotion (MWh) {Compangnt (EW) Component (EkWh)
E000 47 o LI ET8LTE il 13300 £13

COT0R | T £9000% £L0M8 il L0000 £30

L0068 | [ LR E6306477 00 000 €05

EL0068 | 10 ETIR063 £ 6470809 Ul 000 £7%

COS6LTT | 1% CL96  | EBIB il 000 £11%

£4793068 L £ 330516 E44575T i 30000 €53

£5000000 E40T60T6 | €450 il 340300
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Deep connection approach:

+ Connection Charges cover network augmentation cost beyond the
internal connection boundary between connection assets and core
network assets. Connection charges are paid by generators, who do
not pay DUOS charge, for a specified period of time.

Shallow connection approach:

+ Connection Charges cover the costs of directly attributable
connection assets

Standard / Individual calculation: Boundary
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Distribution network remains one of the main
challanges in Kosovo system

- Emphasis is on improving reliability and security

~ Support a small increase maintenance spend to move
towards international standards (phased approach)

- Encourage KEK to improve efficiencies and reduce
high technical losses on system
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U REGULATORNI LRED ZA ENERGLU CHALLENGES - Reduction of Energy Losses

Require from energy enterprises to prepare and implement the
plans for reduction of the energy losses

Require from energy enterprises installation of meters to all
customers and other unmeasured division points of the system.

= Approve the allowed revenues for incentives towards the
reduction of the losses

= Approve only the reasonable and justified level of technical and
commercial losses presented by KEK and KOSTT.

= Work with all stakeholders of energy sector to have a political
will and support for reducing losses

www.ero-ks.org
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DUOS Charges

www.ero-ks.org

1 35kV Use of system (capacity) charge €c/kw 92,27
Use of system (energy) charge  €c/kWh 0,00
Reactive power charge €c/kVArh 0,66

2 10kV Use of system (capacity) charge €c/kw 113,00
Use of system (energy) charge  €c/kWh 0,00
Reactive power charge €c/kVArh 0,66

3 0.4 kV Use of system (capacity) charge €c/kw 408,74
Use of system (energy) charge  €c/kWh 0,00
Reactive power charge €c/kVArh 0,66
4-8 0.4kV Use of system (capacity) charge €c/kw 0,00
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Thank You
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