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e = m Tariff Setti ng Process
PROCESS ACTIVITIES

Identify/Calculate fair cost inputs:
_ Annual Operating & Maintenance

Cost and Return

Identify Customer Classes &
_ Allocate Revenue Requirement

Design Rate Structures and prices
for each customer class

Obtain Regulatory Approval for
New Tariffs

www.ero-ks.org
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= Based on well-established & understood economic principles;

= Ensure no discrimination or cross subsidy between customer
groups;

= Minimise complexity & associated costs including cost of

www.ero-ks.org
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ERO emphasises the need for tariffs to be

0 affordable —so customers are able to pay

O acceptable —so customers are willing to pay
O cost reflective —to protect the company

Measures taken include
O introducing a new lifeline block for the small household

www.ero-ks.org
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ENERGY REGULATORY CFFICE

REGULATORNIURED ZA ENERGIIU Ta r i ff Des i g n

Allocated

Revenue Requirements
(by cost Classification)

Calculation of
Prices for each
Customer/Tariff
Classification

Tariffs by
Customer Classification

110 kv
Customers

110 kv
Customers

35kv
Customers

35kv
Customers

10/6 kV
Customers

10/6 kv
Customers

Billing Determinants
(for Each Customer Class)

0.4 kV Com'l
Customers

0.4 kV Com'l
Customers

0.4 kV Res'dl
Customers

0.4 kV Res'dl
Customers

Res. TOD Res: TOD
(0.4 kV) (0.4 kV)
On-Peak On-Peak

Off-Peak Off-Peak

www.ero-ks.org
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REGULATORNIURED ZA ENERGIIU Ta r‘ I ff D es I g n I m p rove m e n tS

Customer group Tariff elements

Industrial and Commercial (costumer)

0. 110kV Standing charge — euro/month
1. 35KkV Demand charge — euro/kW

2. 10 kV Energy charge — euro/kWh

3. 0.4kv Category Il Commercial Reactive power charge —

4. 0.4kv Category | Commercial euro/kVA rh

www.ero-ks.org
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O e, Tariffs and cooperation with government

In order to ensure that low income customers are able to consume
electricity, some support is required. This is currently made up of
two main mechanisms:

1.System for free electricity for social cases - Direct payments from
Ministry of Finance to KEK JSC which has a system where Social
case are registered (identified and registered by MLSW)

Payment for social cases: €4.5 million for the year 2006 — 2008
Cost estimate for 500 kWh for year2006-2008
20 € for monthly billed for year 2009;

www.ero-ks.org
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G BIEEET ulnerable Customers- L_egislation-Kosovo

www.ero-ks.org

Energy Law — Article 17: Additional Public Sector Obligations may be imposed by ERO relating
to ....quality and price of supply. Such obligations must be clearly defined, non-discriminatory,
verifiable, and consistent with EU Directives.

Law on Energy Regulator — repeats above.

Pricing Rule — Article 17 - the ERO may require the Public Supplier to introduce or maintain a

tariff category for domestic customers with low incomes or consuming small quantities. Tariffs to
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G BIESEET  Affordable Tariff — Tariff Methodology

According to the WB project for setting lifeline tariff in Kosovo a
common average percentage of annual income spent on electricity is
used :

« an affordability level of 5% - 10% in case electricity is not used for
heating

« an affordability level of 10% - 15% in case electricity is used for

heaﬁng_ Expenditure ™ Limit

A

www.ero-ks.org
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REGULATORNIURED ZA ENERGIIU

www.ero-ks.org

» ERO Approved Tariffs
reflect real operational and
system maintenance costs

» Allows for reasonable
capital investments,
enabling progress in quali
of service, decrease losses
and increase efficiency

» Sets DUOS and TUOS
tariffs

Regulatory Challenge - Tariff

Social Tariff

®» \Works alongside relevant
institution in setting lifeline
tariff

® Defines methods to
protect vulnerable customers

®» Approved tariffs should
be affordable, ensuring that
the customers are willing to
pay

» Approves building-block
approach to protect low
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REGULATORNIURED ZA ENERGIIU
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Total Cost

Building-Block Tariff
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Thank You
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