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On the Energy Regulator
The Assembly of Kosovo,

Pursuant to the authority given to him under United Nations Security Council Resolution
1244 (1999) of 10 June 1999,

Taking into account United Nations Interim Adminigration Mission in Kosovo (UNMIK)
Regulation 1999/1 of 25 July 1999, on the Authority of the Interim Adminidration in
Kosovo,

Based on the authority granted to the Provisond Inditutions of Sdf-Government by
UNMIK Regulation No. 2001/9 of 15 May 2001, “On a Congitutional Framework of
Sdf-Government,” in particular Section 5.1 (d), 9.1.26 (a), and 11.2 thereof,

Taking into account the authority reserved to the Specid Representative of the Secretary
Generd pursuant to Section 8.1(r) of the Condtitutional Framework,

Recognizing the need to edablish an independent regulatory authority for the energy
sector to ensure a relidble, safe, and environmentally sound supply of energy to the
consumers of Kosovo, and to promote, establish and protect a competitive energy market
based on principles of objectivity, transparency, and non-discrimination,

Hereby adopts the following:
LAW ON THE ENERGY REGULATOR

Chapter 1
General Provisons

Articde1

This law edadlishes an independent Energy Regulatory Office and defines the powers,
duties and functions of the Energy Regulaiory Office, the conditions for issuing licenses
to cary out energy activities, the procedures for granting permits for the condruction of
new generding capacity, the criteria for regulating prices, and the conditions of energy

supply.



Article 2

The purposes of this law are to establish a regulatory framework for the energy sector
that will ensure:

a). the transparent and non-discriminatory functioning of an energy market based on
free market principles,

b). the trangparent and non-discriminatory performance of energy activitieswhich are
subject to public service obligations;

C). the trangparent and open criteria for issuing licenses and granting permits,

d). that pricesfor energy activities which are regulated are reasonable and fixed on
the bagis of atariff methodology;

€). that no energy enterprise abuses its dominant position and that anti- competitive
practices are prohibited;

f). that, where technicaly and economicaly feasible, dl customers shdl have the
right to connect their facilities to the networks and to receive a universal supply of
energy;

). that customers and licensees are protected with adequate dispute settlement
procedures,

h). that the interests between customers and energy enterprises are adequately
bal anced;

i). the implementation of appropriate measures to strengthen the socid and economic
cohesion throughout Kosovo;

]). that the standards of environmenta protection are gradualy improved;

k). security of supply of eectricity, heat, and naturd gas through the maintenance and
congiruction of necessary generation and transmission cagpacity and network
infrastructure including interconnection capacity.

Article 3
3.1. Thefdlowing terms used in this law shdl have the following meanings

“confidential information” means the data, documents or other information, whether
commercid or technicd, rdating to the desgn, rehabilitation, insurance, operation,
maintenance, and financing of energy related operations or activities which is not aready
in the public doman and may endanger the commercial interest of gpplicants and
licensees if disclosed,



“dispute settlement procedures’ means the procedures established by the Energy
Regulatory Office pursuant to this Law that shal provide the bass for the resolution of
disputes in the energy sector;

“Energy Regulatory Office” means the independent regulatory body established by this
Law;

“performance-based rates’ means the incorporation into an energy tariff incentives for
improved sarvices, including a productivity factor, requiring the regulated enterprise to
improve efficiencies over time, or pendties for the falure to meet defined performance
standards;

“projects document” means a document produced by the Energy Regulatory Office that
sets out proposed project plans for a calendar year;

“public service obligation” means a duty imposed upon energy enterprises entrusted
with the operation of services of genera economic interest, which takes into account
generd socid, economic and environmentd factors,

“repeat violation” means an offence committed by an offender who has been pendized
for the same type of offence within the past one yesr;

“security of supply” means the technica safety, as well as assurance of an adequate
amount of energy to serve customers,

“tendering procedure” means the published procedures for conducting a tender
gpecifying required forms, ingructions and documentation by which planned additiond
requirements and replacement capacity are covered by supplies from new or exising
generdion capacity;

“vertically integrated energy enterprise” means an enterprise engages in two or more
functions (tranamisson, didribution, generation, supply) within the same energy aea
(€lectricity, gas, didrict heating).

3.2. The other terms in this Law shdl have the meaning dipulated in the Law on Energy
or in the Law on Electricity.

Chapter 2
Organization of the Energy Regulatory Office

Article4

4.1. The Energy Regulatory Office is hereby edtablished as an independent body under
Section 11.2 of the Conditutiond Framework with its headquarters in Prigina for the
regulation of activitiesin the energy sector in Kosovo.

4.2. The Energy Regulatory Office shdl perform the tasks given to it under this law, other
laws, and internationa agreements to which Kosovo isaparty or an associated member.



Article5

5.1. The Energy Regulatory Office shdl be directed by a board of five members, (“the
Board”) including a Chairman. Each member shdl serve on afull-time basis.

5.2. Within 60 days of the promulgation of this Law, the initid members of the Board
shall be appointed as follows:

a) three members, including the Chairman, shall be gppointed by the SRSG after
consultation with the DSRSG of the EU Rillar and the Assembly of Kosovo;

b) two members shdl be proposed by the Government, approved by the
Assembly, and appointed by the SRSG;

5.3. The term of the initid members of the Board gppointed pursuant to Article 5.2 (a)
shdl be:

a). 2 yearsfor the Chairman;
b). 2 yearsfor one member;
c). 3yearsfor one member.

5.4. The teem of the initid members of the Board appointed pursuant to Article 5.2 (b)
shdl be

a). 4 yearsfor one member;
b). 5 yearsfor one member.

5.5. Subsequent members of the Board shdl be proposed by the Government and
appointed by the Assembly.

5.6. Theterms of each subsequent member of the Board shdl befive years.

5.7. Each member of the Board, including the initid members, may be regppointed for
one additiond five-year term.

Article 6

6.1. With the exception of the Chairman appointed for the initid term, dl members of the
Board shal be permanent residents of Kosovo.

6.2. Each member of the Board shdl have a universty degree and five (5) years of work
experience in engineering, economy, managemert, accounting or law.

6.3. The members of the Board shal not;

a). be government officds
b). be an active member or perform dutiesin political parties or politica associations,
). be, or have aspouse or direct relaive who is, a shareholder, partner, owner or
manager of an energy enterprise subject to thislaw;
d). performwork for an energy enterprise subject to thislaw;
€). peform any other activity that may give rise to a conflict of interest described in
the Code of Professona Conduct.



Article7

7.1. The authority who appoints the members of the Board shdl dismiss a member
before the expiration of their term only if the member:

a). offershisor her resgnation;

b). serioudy breaches his professond duties;

C). isconvicted of acrimina offense under this law or another law;

d). ismentdly or physicdly incapable of performing his duties for a period longer
than three consecutive months,

€). breachesthe Code of Professona Conduct established pursuant to this Law; or

f). violates the conditions prescribed in Article 6 ;

0). hasfalled to attend more than three consecutive meetings, or five medtingsin a
calendar year, for reasons other than justified medical reasons.

7.2. In the cases referred to in paragraph (1), a new member shdl be appointed to serve
the remainder of the term in accordance with the provisons set out in Article 5.

Article 8
8.1. No member of the Board shdl have the status of a civil servant.

8.2. Each member of the Board shdl be paid a monthly sdary and other dlowances in an
amount determined by the SRSG for the initid members and the Government for
subsequent members.

8.3. The monthly sdary for members of the Board who are permanent resdents of
Kosovo shdl not be less than five average monthly salaries of a public sector officidl.

8.4. The monthly sdary for an internationa member of the Board shdl be determined by
the SRSG based on the his or her experience, the responsbilities of the postion, and
funds available.

8.5. For a period of one year after ceasing to be a member of Board, such person shdl be
prohibited from appearing before the Board on behdf of an energy enterprise licensed
under thislaw, or with an entity directly or indirectly controlled by such licensee.

Article9

9.1. In addition to the other responghilities sat out in this law, the Board of the Energy
Regulatory Office shdll:

a). approve regulatory and operationa policies,
b). organize and supervise the management activities of the Energy Regulatory Office;
). supervise the budget and financid management of the Energy Regulatory Office
and gpproves the reports and financid statements of this office;
d). appoint and supervise the management and saff of the Energy Regulatory Office;
€). goprove the terms and conditions of employment for the management and staff of
the Energy Regulatory Office;
f). issues the secondary legidation prepared by the Energy Regulatory Office pursuant
to thisLaw.



9.2. The Chairman of the Board shdl represent the Energy Regulatory Office before third
parties.

9.3. The Board shdl prepare and adopt Statutes that govern the operation of the Energy
Regulatory Office, incduding the activities of the office, the dructure of the office, the
procedures for employing adminigrative and managerid daff, and issues related to the
organization of the work.

9.4. The Statues shdl prescribe procedures for hiring manegerid and adminigrative aff
on the bass of a contract for a specified period of time. The adminidraive saff shal
carry out adminigtrative and technica tasks needed to support the office.

9.5. The Statutes shall dso set out the requirements and procedures for an external
public audit of its functions and activities.

Article 10

The Charman of Energy Regulatory Office shal submit to the Assembly and the SRSG
an annud report no later than three (3) months after the end of each cdendar year. The
report shal be made public and shdl include:

a). asurvey of the developments within the scope of the Energy Regulatory Office's
functions, duties, and powers, including, in particular the development of
competition in the energy market;

b). asummary of dl individua acts and dispute decisions and any enforcement
proceedings taken by the Energy Regulatory Office during the previous year;

c). asurvey of itslicenang and other regulatory activities during the previous yesr;

d). areport on the financia operations of the Energy Regulatory Office for the
preceding year, including an accounting of fees collected by the Energy
Regulatory Office and expensesincurred,

€). any other matter that the Assembly and the SRSG may require.

Article11

11.1. The members of the Board of the Energy Regulatory Office shdl draft and issue a
Code of Professonal Conduct gpplicable for the members and other employees to ensure
that they perform their duties honestly and capably, avoiding actud or gpparent conflicts
of interest.

11.2. The Code of Professonad Conduct shdl prohibit members of the Board and other
employees of the Energy Regulatory Office from:

a). accepting any beneficid financid gain, directly or indirectly, from any energy
enterprise including, but not limited to cash, stocks, red edtate, gifts, travel, or
personal services,

b). owning an interest, or exercisng management control over the operations of, any
energy enterprise, its successor, or any entity directly or indirectly controlled by
such enterprise.



Article 12

The Energy Regulatory Office may appoint consultants or advisors as it deems necessary
to assg it in the exercise of its powers, functions and duties through open, transparent
and non-discriminatory principles set out in the Statutes.  Any fees due to a consultant or
advisor engaged under this Article shal be competitive and form part of the expenses of
the Energy Regulatory Office.

Article 13

13.1. The Energy Regulatory Office shdl have the right to require from any energy
enterprise or public authority information, data, and documents, including confidentia
information, necessary for the fulfillment of its functions, duties and powers.

13.2. The Energy Regulatory Office shdl make the find determingtion as to whether
gpecific materid conditutes confidentid information in accordance with a secondary
legidation issued by the Energy Regulatory Office.

13.3. Information obtained that conditutes confidentid information shal not be disclosed
except to the judiciary and other public bodies which is required by law.

Article 14

14.1. All public authorities, independent bodies, and energy enterprises, together with its
offidas, shdl give the Energy Regulatory Office any assdance tha is required to
perform its functions, powers, and duties.

14.2. In exercigng its functions, powers, and duties, the Energy Regulatory Office may
cooperate with persons or organizations that represent or protect the interests of
consumers.

Chapter 3
Power s of the Ener gy Regulatory Office

Article 15

15.1. The Energy Regulatory Office shdl be responsble for the establishment and
enforcement of a regulatory framework for the energy sector in Kosovo, ensuring nor:
discrimination, effective competition, and the efficient functioning of the energy market.

15.2. To meet its respongihilities, the Energy Regulatory Office shdl have the power to:

a). grant, modify, suspend, transfer, and withdraw licenses;

b). supervise and control compliance with licenses,

). fix and gpprove tariffs and tariff methodologies for regulated energy services,

d). grant permits for the construction and operation of new generation capacities and
gas pipdine sysems including direct pipeines and direct dectricity lines,



e).

f).

9.
.

)}
K).

.

monitor the unbundling of the legd form, organization, decison making, and
accounts of energy enterprises,

prescribe the general conditions for energy supply and the standards of service
to be met by licensees,

resolve disputes among customers and energy enterprises, system operators and
energy enterprises, and between two energy enterprises,

issue generd acts, individua acts, and secondary legidation in accordance with
this law;

. revise, approve, and control compliance with dl codes including the grid code, the

distribution code, the consumer protection code, the electrical equipment code,
electricity standards code, the trade code, and the metering code;

revise, gpprove, and control compliance with dl technical rulesincluding the
trade rules and rules of access,

enforce the provisons of thislaw and impose finesfor violations;

perform other duties assigned to under this and other laws.

15.3. While exercigng its powers, the Energy Regulatory Office shdl:

a).

b).

C).

d).

grant its consent for the separation, merger, or reduction ininitial capital of energy
enterprises that hold licenses,

grant its consent for the disposal of property used for conducting licensed activities
which could lead to disturbances in the religbility of supply due to the indebtedness
of the energy enterprise;

meake decisions regarding the classfication of dectricity lines, hest pipes, naturd
gas pipdines, and ther ancillary fadilities, within the tranamisson or didtribution
network, and to provide access to them on the terms of proposals from the
respective transmisson or distribution enterprise;

review the requests from the energy enterprises for compensation for non-
recoverable stranded costs and make decisions regarding the amount and method
for compensating them;

. issue certificates of origin of dectricity, generated from renewable energy

resources from waste and from co-generation of eectricity and hest.

15.4. The Energy Regulatory Office shdl aso be respongble for ensuring, in particular:

a).

b).
C).

that the terms, conditions, and tariffs for connecting new producers of eectricity or
heat are objective, trangparent, and non-discriminatory and take into account the
costs and benefits of renewable energy resources, new technologies, distributed
generation and combined heat and power;

that the transmission and distribution network operators fulfill their tasks;

the creation and maintenance of competitive markets when practicable, and the
prevention and punishment of any predatory or anti-competitive conduct;

d). the establishment of mechanisms to deal with congested capacity within the

e).

electricity and gas systems,
far and non-discriminatory rules for the management and alocation of
interconnection capacity.



Article 16

16.1. The Energy Regulatory Office shdl take such measures necessary to prevent or
remedy:

a). the abuse of adominant pogtion by any licensee; or

b) the conclusion, or the attempt to conclude, an agreement by any licensee
which has the object or effect of restricting or distorting competition.

16.2. Any action taken by the Energy Regulatory Office pursuant to paragraph 1 shdl
conform with the provisons of the Law on Energy and any competition law gpplicable in
Kosovo.

Article17

17.1. The Energy Regulatory Office shdl establish procedures for resolving disputes in
the energy sector, including complaints:

a). by customers againg licensees concerning the services provided;

b). by licensees againgt other licensees related to the performance of the licensed
activity;

c). regarding third party access to the transmission or distribution eectricity or
naturd gas networks and cross border transmisson of eectricity or naturd ges.

17.2.The dispute settlement procedures may assgn to an energy enterprise, an arbitration
panel, or another dternative dispute resolution body the authority to handle certan
complaints. The procedures may dso provide that the Energy Regulatory Office shdl
make a decison on the dispute or issue an opinion on the dispute which contributes to the
settlement of the dispute.

17.3. The procedures for the settlement of disputes shal be established by the Energy
Regulatory Office in secondary legidation to the Law.

Article 18
18.1. The Energy Regulaory Office shdl mantain a public register of:

a). dl licensesissued, together with the details of such licenses,

b). dl certificates of origin issued, together with details about the holder, the
qualified producer, the quantities of eectricity to be issued, and the period and
location of generetion;

c). dl persons granted the status of digible customers who requests to be on such
register.

18.2. The procedures for maintaining the public register and the details to be recorded in
the public regiger shdl be edablished by the Energy Regulatory Office in a secondary
legidation to thislaw.



Chapter 4
Financing the Ener gy Regulatory Office

Article 19

The activities of the Energy Regulatory Office and of its adminigration shdl be financed
from the following revenues

a). feesset and collected by the Energy Regulatory Office under thislaw and any
interest thereon;

b). donations from persons, excluding licensees, persons directly or indirectly
controlled by licensees, and lobby groups or associations of customers;

c). For theinitia period of one calendar year after the establishment of the Board
shall be financed by the Kasovo Consolidated Budget.

Article 20

20.1. For purposes of meeting expenses incurred by the Energy Regulatory Office, the
Office shal open a bank account and depost into this account al revenue received
pursuant to Article 19.

20.2. All funds collected by the Energy Regulatory Office shdl be depodsted and
maintained pursuant to the rules in UNMIK Regulation No. 2003/17 “On the Law on
Financid Management and Accountability” and the accounting legidation applicable in
Kosovo.

20.3. All surplus funds collected by the Energy Regulatory Office shdl remain in its bank
account and may be used for expenses incurred in subsequent years with the exception of
expenses for the payment of sdaries, remuneration, and other individud financid
benefits for members of the Board, managers and staff of the Energy Regulatory Office.

Article21

The Energy Regulatory Office shdl use the funds deposited in its bank account for the
following purposes:

a). financing the activities of the Energy Regulaory Office and its adminigtration,
including the operating costs, sdlaries, wages, benefits of members, employees
and staff, costs for studies, and anadlyses and expert gppraisals and assessments
related to the functions of the Energy Regulatory Office under this law;

b). capitd expenditure for developing materia assets;

c). improving the qudifications of the Board members, management, and other
employess;

d). making paymentsthat are legally owed as aresult of the exercise of any function,
power or duty of the Energy Regulatory Office pursuant to this law or a secondary
legidation

10



Article 22

22.1. The Energy Regulatory Office shdl draft a projects document before the beginning
of each cdendar year that contains a generd description of the projects and other work
that it proposes to undertake during the next calendar year.

22.2. The projects document together with the annua financid report shdl be submitted
to the Assembly for review.

22.3. The Energy Regulatory Office shdl prepare a budget for each cdendar year which
includes:

a). the expected costs of the projects listed in the projects document;

b). adetaled estimate of the expenditures that the Energy Regulatory Office expects
to incur during the year;

C). an edimate of the revenues which the Energy Regulatory Office expectsto collect
during the year;

d). an edimate of the amount, if any, of funds required from the Kosovo
Consolidated Budget for that year.

22.4. To receive an gppropriation from the Kosovo Consolidated Budget, the Energy
Regulatory Office shdl submit its budget request as a budget organization of the
Assembly in accordance with the procedures edteblished in the Law on Financid
Management and Accountability.

22.5. Such appropriation shal not be congrued as an obligation or guarantee for the
Kosovo Consolidated Budget to cover any shortfal between the tota expenses and the
codts incurred by the Energy Regulatory Office and the revenues it collects pursuant to
Article 20.

22.6. The budget of the Energy Regulatory Office shdl provide an estimate of the
balance between the tota costs and expenses of the Energy Regulatory Office and the
totd revenues of the Energy Regulatory Office, from both its own revenues and any
appropriation from the Kosovo Consolidated Budget.

22.7. In edimating its revenues, the Energy Regulatory Office shdl dlow a reasonable

amount for bad debts equivalent to at least ten (10) percent of the total amount of fees
anticipated to be collected from energy enterprises other than a socidly owned enterprise.

22.8. The Miniger of Finance and Economy shdl appoint a qudified external auditor to
audit the accounts and activities of the Energy Regulatory Office.

11



Chapter 5
Fees

Article 23

The Energy Regulatory Office shdl collect fees for reviewing gpplicaions, licenang
fees, feesfor issuing certificates of origin, and fees for the resolution of disputes.

Article24
24.1.Feesfor reviewing gpplications shall be paid at the time the gpplication is submitted.
24.2. Licensefees shdl consg of:

a) initia feesfor theissuance or modification of the license, the expenses for the
preparation of the license, and for carrying out the regulatory activity until the end
of the current cendar year;

b) annud feesfor carrying out the regulated activity each subsequent yesr.

24.3.Annud fees shdl be pad by the licensee a the beginning of each cdendar year or
through monthly ingtalment payments agreed to by the Energy Regulatory Office and the
licensee and must dways be paid into a bank account.

24.4.Feesfor the issuance of certificates of origin shall be paid for each certificate issued.

24.5. Fees for the resolution of disputes shal be paid on or before the date the dispute is
heard. Each paty to a dispute may be required to pre-pay a pat of these dispute
reolution fees Upon a find sdtlement of dispute, the paty that has falled may be
required to repay the prevailing party its share of pre-paid fees.

24.6. With the exception of annua fees, fees charged pursuant to this Artide shdl be
cdculated in accordance with the adminidrative expenses reasonably incurred in the
processing of the acts to which such feesrefer.

24.7. Anmnud fees dhdl be determined in a manne that dlows the financid sdf-
sudtainability and effective and cod-efficient operation of the Energy Regulatory Office
as per adequate benchmarks with regulatory authorities operating under smilar and
comparable circumstances and may not exceed in any event an amount equivaent to 2%
(two per cent) of the gross turnover of energy enterprises required to pay such annud
fees.

24.8. Fees may be pad in cash or by depost to the Energy Regulatory Office's bank
account. For each payment made in cash, the Energy Regulatory Office shdl issue a
receipt and maintain a copy of such receipt. For each payment deposited at the bank, the
deposit receipt shdl be submitted the Energy Regulatory Office.

24.9. The procedures and deadlines for the payment of fees shdl be determined in an a
secondary legidationissued by the Energy Regulatory Office.

12



Chapter 6
Administrative Procedure

Article 25

25.1. The sessons of the Board of the Energy Regulatory Office shdl be convened by the
Chairman Sessions may be held when at least four of the five members are present.

25.2. The Chairman of the Board shdl propose the agenda for Board sessons and submit
such agenda to the members at least five (5) working days before each sesson.

25.3. The sessions of the Board are normaly open to the public. The Energy Regulatory
Office may decide that a sesson or a debate on a paticular item on the agenda will be
closed. Such decison must be based on an secondary legidation that defines the
circumstances under which a sesson may be closed.

25.4. Decisons of the Board shall be adopted by a mgority of the members present at the
session and shdl be taken during an open session.

25.5. Each member of the Board shdl have an equa right and obligation to participate
fully in the sessons.  This right shdl include, but not be limited to, the right to initiate

decisons, to vote on al proposed decisons, and to take part on an equal basis with other
membersin the discussions.

25.6. Decisons adopted by the Board shal be recorded in writing in its minutes, and
unless such matter is classified as confidentia, shal be disclosed to the public.

25.7. The Board shall meet at least ten (10) times per year.

Article 26

26.1. In exercigng its powers, duties, and responghilities, the Energy Regulatory Office
may issue
a). generd acts which prescribe rules for regulating activities in the energy sector;

b). individua acts, including decisons rdated to licenses and tariffs;
C). decisons resolving disputes referred to in Article 17.

26.2. The acts and decisons of the Energy Regulatory Office shdl be made in an open
manner, independent of outside paliticad, indugtria or other influence.

26.3. Individud acts and decisons must be subject to an adminidrative review procedure
within the Energy Regulatory Office. After such review, the decisons may be gppeded
to a court of competent jurisdiction.

26.4. The generd acts of the Energy Regulatory Office shdl be published in an Officid
Gazette and on an Energy Regulatory Office officid web-Ste.

26.5. The individud acts and other decisons rdated to licenses and tariffs shdl be sat out

in summay form in an Energy Regulaiory Bulletin.  The Bulletin shdl be published a
least once every six months and posted on the Energy Regulatory Office' s officid web-dte.

13



Article 27

27.1. The Energy Regulatory Office may carry ou consultations on issues that have a
sgnificant impact on the energy market.

27.2. Any conaultation carried out by the Energy Regulatory Office shdll:

a). be announced in a newspaper circulating in Kosovo and published on the Energy
Regulatory Office's officid web-ste;

b). identify the issuesto which the consultation relaes,
c). dlow dl interested parties to respond in writing within 14 days of the publication;

d). establish proceduresto preserve confidentia information.

27.3. The Energy Regulatory Office may, in its discretion, as part of any consultation:
a). publish adraft generd act, draft individua act, or draft decision;

b). specify that apublic hearing shal be a part of the consultation process.

Chapter 7
Licenses

Article 28

28.1. Enegy activities shdl be caried out by energy enterprises on the bass of licenses
granted by the Energy Regulatory Office.

28.2. Licenses shdl be required in order to perform the following energy activities:

a). the generation of eectricity or heet or the co-generation of dectricity and hest;
b). the transmission of eectricity or naturd gas,

c). thedigtribution of eectricity, heat or naturd gas,

d). the storage of natural ges,

€). the supply of dectricity, heat, or natura gas,

f). the trade of eectricity or naturd gas,

0).the cross-border transmission (import, export, trangt) of eectricity and naturd gas,
h). any transmission or distribution network operator.

28.3. The Energy Regulatory Office shdl grant licenses on the basis of criteria which are
non-discriminatory, public, and transparent.

14



Article 29
No license shdl berequired for:

a). the generation of dectricity by power plants with capacity not exceeding 5 MW,
b). the heat generation by heating plants with capacity not exceeding 1 MW;

C). the generation of dectricity or heat for self-consumption;

d). storage of natura gas below 10,000 cubic meters.

Article 30
30.1. A license shdl beissued to any energy enterprise registered under Kosovo law who:

a). possesses the technica and financid capability, materia and human resources, and
organizationd dructure for meeting the regulatory requirements under the license;

b). holds property rights over or alegd right to use the energy facilitiesto be used to
perform the activity;

C). provides evidence that the energy facilities to be used to perform the ectivity
meets safety and environmental protection requirements

d). isnot insolvent or in a process of liquidation or bankruptcy;

€). has not had alicense for the same activity withdrawn within five years of the date
that the application is submitted.

30.2. Thecriteriafor granting the license shdl relate to:

a). the safety, security, and qudity of the dectricity sysemand heat and natura
gas supply services,

b). protection of the environment;

c). land use and sting;

d). use of public land,

€). enargy efficiency;

f). the nature of the primary energy sources,

). characterigtics particular to the applicant, such astechnical, economic and
financid capabilities

h). public service obligations,

i). consumer protection;

]). the promotion of a competitive energy market.

Article 31
31.1. A license may be granted for a period up to 30 years.

31.2. Theterm and vdidity of the licenses shdl be fixed as follows

a). for activities liged in 28.2 items (a)- (d), 28.2 (h) on the badis of the lifespan of the
assats used for performing the rdevant activity with amaximum length of 30 years,

b). for activitieslised in 28.2 item (€), on the basis of the applicants financia



circumgtances with amaximum length or 10 years,

C). for activities listed in 28.2 item (f), on the basis of the gpplicants financia
circumstances, but not more than 2 years and not lessthan 1 year;

d). for activitieslisted in 28.2 item (g), on the basis of the gpplicants financid
circumstances, but not more than 3 years and not lessthan 1 year.

31.3. The duration of any license may be extended for a period that does not exceed the
period of the time specified in paragraph 2 provided that the licensee meets dl its
obligations and requirements under the license and has submitted a written gpplication for
its extenson at least one year, but not more than 18 months, before the expiraion of the
initid term.

Article 32

32.1. Only one license shdl be issued for the whole territory of Kosovo for:
a). the transmission network operator of eectricity or naturd gas,

32.2. Only one license shdl be issued for esch ditinct teritory in Kosovo for the
digtribution network operator of eectricity, heat or natura gas.

32.3. The energy enterprise who holds a license for the transmisson network operator of
dectricity may not obtain a license for the generation, didtribution, supply or trade of
electricity, or for the generation of hest.

32.4. The energy enterprise who holds a license for the transmisson network operator of
naturd gas may not obtain a license for the generation, distribution, supply or trade of
naturd ges.

32.5. An energy enterprise who holds a license for the distribution network operator of
electricity may not obtain a license for any other activity in dectricity subject to licenang
under thislaw.

32.6. An energy enterprise who holds a license for the digribution network operator of
naturd gas may not obtan a license for any other activity in naturd gas subject to
licenang under this law.

Article 33

33.1. The procedure for obtaining a license shdl be commenced by submitting a written
gpplication supported by al required documents.

33.2. Within 90 days of the submission of the agpplication, the Energy Regulatory Office
dhal dther issue the license, issue the license with conditions, or refuse to issue the
licensein ajudified way.

33.3. Any gpplicant refused alicense pursuant to paragraph 3 may not regpply until 90
days after the date of the decison, or, if goplicable, the effective date of a court ruling on
the decison
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Article 34

The Energy Regulatory Office shdl refuseto issue alicenseif:

a). the energy enterprise does not meset the requirements and conditions of thislaw or
its secondary legidation;

b). another energy enterprise has been selected to conduct an activity for which only
one license isissued; or

C). there exigts a subgtantia risk of endangering the life or hedth of citizens, of
damage to third parties properties, and of damage to customer interests by
disturbing the reliable supply of dectricity, heet or naturd ges.

Article 35
A license may be modified by the Energy Regulatory Office:

a). a the request of the licensee; or

b). on the Energy Regulatory Office s own initiative under certain limited drcumstances
defined in the licensing procedures, such as arisk to the security of supply, nationa
security or to the life and hedth of citizens or the protection of the environment.

Article 36

36.1. A license shdl be terminated:

a). onthe expiration of itsterm;

b). a the request of the licensee, provided that the obligations of the licensee shall be
carried out by another licensee or that customers are not disadvantaged by the

termination of the license;

c). upon withdrawa by the Energy Regulatory Office.

36.2. The Energy Regulatory Office shdl withdraw the license if:

a). thelicensee defaults or violates any materid conditions or obligations covered by
the license and does remedy such default by the deadline set by the Energy
Regulatory Office;

b). the licensees operation is terminated by a declaration of insolvency or liquidation;

). thelicensee has presented fd se information which was used as the basis for
granting the license.
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36.3. A license may be withdrawn only if the obligation of the licensee shdl be caried
out by another licensee or cusomers are not disadvantaged by the termination of the
license.

36.4. The Energy Regulatory Office may transfer alicense that has been withdrawn to
another licensee,

Article 37

37.1. The Board of the Energy Regulatory Office shdl prescribe the terms, conditions,
and procedures for issuing, modifying, or terminating licenses as wdl as the rights and
obligations to beincluded in the licenses.

37.2. In adopting licensang procedures and issuing licenses, the Energy Regulatory Office
shdl take into account al policies, rules, and regulations related to the production of
energy from renewable energy sources.

Chapter 8
Congtruction of New Gener ating Capacity, Gas Networks, Direct Lines and Dir ect
Pipelines

Article 38

38.1. The condruction of new generding cgpacity, new gas trangmisson and ges
digribution networks, and new direct dectricity lines and direct pipdines for the transt
of natura gas shall be based on ether a authorizing procedure or atendering procedure.

38.2. The authorization procedure for the condruction of facilities referred to in
paragraph 1 shdl be conducted in accordance with objective, transparent and nor+
discriminatory criteria. The criteria for granting permits shal relate to the criteria set out
in Article 30 paragraph (2).

38.3. Where an agpplication for a permit is refused, the Energy Regulatory Office shdl
inform such applicant of the reasons for the refusa. The reasons must be objective, nor+
discriminatory, well founded and duly substantiated.

Article 39
39.1. A tendering procedure for the congtruction of facilities referred to in Artice 38 shal
be launched only if an authorization procedure has not resulted in the building of

sufficient capacity to ensure security of supply or to meet environmentd targets.

39.2. The tendering procedure shal be conducted by the Energy Regulatory Office, which
will be respongble for the organization, monitoring and control of the tendering procedure.
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39.3. The tendering procedure shdl be conducted in accordance with objective,
transparent and non-discriminatory  criteria The criteria for sdecting a successful
tenderer shal relate to the criteria set out in Article 30 paragraph (2).

39.4. The tems of the tendering procedure shal comply with the Law on Public
Procurement.
Article 40
40.1. An announcement of upcoming tenders, as well details of the tendering procedures,
shdl be posted on the Energy Regulatory Office s officid internet web-Ste at least Sx

months prior to the closing date for tenders.

40.2. The tender specifications shal be digtributed to any person who requests such
specifications.

40.3. The tender specifications shdl contan a detalled description of the contract
gpecifications, the procedure to be followed by a tenderer, and an exhaudive ligt of
criteria governing the sdection of a tenderer and the award of the contract.

40.4. A tenderer may be ether a locd or foreign enterprise, including a corporation,
partnership, trust or unincorporated body.

Article 41
41.1. In the invitations to tender, condderation must be given to dectricity supply offers
with long-term guarantees from exiding generating units, provided that additiond
requirements for supply can be met in thisway.

41.2. A short ligt of tenderers shall be obtained by pre-qudification procedures as set out
in the invitations to tender.

Article 42
42.1. In the case where no application or only one application is recaived within the
deadline, the deadline may be extended by the Energy Regulatory Office by a period not
exceeding 60 days from the date that the publication of notice of extension is posted on
the web-site.

42.2. The Energy Regulatory Office shdl cancd the tender and announce a new tender,
where:

a). only one tenderer has responded; or

b). the proposal of al of the tenderers do not meet the tender requirements.
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42.3. In cases where, dfter a repeated announcement of the tender only one tenderer
responds, the Energy Regulaory Office shdl commence negotiations with that sole
tenderer and shdl declare that tenderer a successful if the negotiation is satisfactory to the
Energy Regulatory Office,

Article 43

The Energy Regulaiory Office shdl inform in writing al tenderers of the find decison
for the successful tenderer within 3 working days after the decison is taken.

Article 44

44.1. Any successful tenderer shdl be granted a facility condruction permit as wel as a
license for the respective energy activity.

44.2. The permits and licenses issued pursuant to paragraph 1 shdl contan terms and
conditions for condructing energy facilities and deadlines for commencing the licensed
activity.

Chapter 9
Price Regulation
Article 45

45.1.Prices in the energy sector shdl be regulated or unregulated, depending upon
whether a market exists to sustain an unregulated price.

45.2. Regulated pricesin the energy sector shall include:

a). chargesfor the use of the transmission or digtribution systems;
b). charges for energy production or energy supply stipulated as subject to regulation
in the Law on Electricity or the future Laws on Didrict Hegting and Natural Gas.

45.3. Notwithstanding paragraph 2, the prices of energy supplied shdl be unregulated if
the energy is sold to an digible customer.

Article 46

46.1. The regulation of prices shal be governed by a tariff methodology, which shdl be
developed and issued by the Board of the Energy Regulatory Office.

46.2. Thetariff methodology shdl be based on the following principles:

a). prices shall be reasonable, non-discriminatory, based on objective criteria, and
determined in a trangparent manner;
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b). prices shdl be primarily dependent upon the justified cogts, including non-
recoverable stranded costs related to the transition to a competitive energy market,
and including a reasonable return of investment;

C). the Energy Regulatory Office shdl be permitted to establish performance-based
rates,

d). prices shal take into congderation environmental and consumer protection concerns,

e). pricesfor the individua groups of customers shal conform to the codts of ddivery
of eectricity, heat, and natura gas to those customers,

f). cross-subgsidies of customer classes shdl not be permitted;
). cross-subsidies of activities of integrated enterprises shdl not be permitted;

h). interruptible rates, load balancing rates and other mechanisms to improve energy
efficiency and demand side management shall be encouraged, including
consderation of the development of renewable energy sources,

i). seasond and time- of- use rates are permitted, with prices adjustable according to
the cost of peak and off-peak service,

J). connection fees may be included for connection to the network or subgtantially
increasing load.

Article 47

47.1. The Enegy Regulatory Office shdl review, gpprove or fix tariffs based on
proposas by energy enterprises and the tariff methodology.

47.2. In gproving or fixing taiffs, the Energy Regulaiory Office shdl ensure that
licensees are permitted to recover al reasonable costs including:

a). the costs of fud maintenance and fud reserves, wages and sdaries,

b). the costs of management, operation, maintenance, replacement and construction of
energy fadilities, the cost of decommissioning energy facilities and facilities for
storage of fuel reserves,

C). the costs of maintenance of reserve and regulating capacities, required for
ensuring reliable supply to customers,
d). the costs of capital depreciation;

€). the cost of public service obligations and other obligations imposed on the
licensee.

47.3. The Energy Regulatory Office may relesse an energy entity from the regulated
tariff if it finds thet the entity operates in the competitive market.

47.4. The procedures for reviewing, gpproving, and fixing the prices and tariffs shal be
edtablished by the Energy Regulator Office.
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Article 48

48.1. Energy enterprises shal be entitled to gpply for compensation for non-recoverable,
dranded codts resulting from investments made and transactions concluded prior to the
promulgation of thislaw.

48.2. Energy enterprises shdl submit gpplications to the Energy Regulatory Offices
specifying the amount of such cods together with supporting documentation about the
reasons for incurring such costs.

48.3. The Energy Regulaory Office shdl determine the maximum amount of accepted
non-recoverable stranded costs for each enterprise and the amount to be reimbursed to
each enterprise for a specified period of time, taking into account the duty of the
enterprise to mitigate such codts.

48.4. Compensation for nonrecoverable stranded costs shal be born by al customers in
a non-discriminatory, open and trangparent manner.

Chapter 10
Unbundling and Transparency of Energy Enterprises

Article49

49.1. Energy enterprises operating the dectricity transmisson or didribution networks
ghdl be independent in terms of its legd form, organization, and decison meking in
accordance with the Law on Electricity.

49.2. Energy enterprises operaing the natura gas transmisson or digribution networks
shdl be independent in terms of its legd form, organization, and decison meking in
accordance with the Law on Natural Gas.

49.3. All energy enterprises shal separate ther internd accounts for thelr generation,
trangmisson, didribution, and supply activities as if the activities in question were
caried out by separae enterprises, with a view to avoiding discrimination, cross
subsidies, and digtortion of competition.

49.4. All energy enterprises shal have separate accounts for energy activities and non
energy activities.

49.5. Electricity suppliers shdl have separate accounts for the supply of eigible and non
digible cusomers asif they were carried out by separate enterprises.

49.6. The Energy Regulaiory Office shdl monitor the effective legd and accounting
unbundling of integrated energy enterprises in accordance with this Law, the Law on
Electricity, the Law on Naurd Gas, and any UNMIK legidation or guidance on this
Issue.

22



Article 50

50.1. The Energy Regulatory Office shdl have the right to access the accounts of the
energy enterprisesto carry out their functions.

50.2. The Energy Regulaory Office shall not disclose confidential informeation obtained
pursuant to paragraph 1, except to members of the judiciary or other public bodes according
to procedures established by law.

Chapter 11
Public Service Obligations

Article 51

51.1. Energy activities shdl be carried out in accordance with rules that regulate them as
market-based or as public services.

51.2. Thefollowing activities shal be carried out as public services

a). thetranamission of dectricity or natura gas,
b). the didribution of eectricity, heet, or naturd gas;
c). the public supply of dectricity, heet, or naturd ges.

51.3. The Energy Regulatory Office shdl impose public service obligations on enterprises
carying out public services Such obligations shdl be clearly defined, non-discriminetory,
and verifiable and shdl be dictated by the genera economic interes. The obligations shdl
rdae to the security, regularity, qudity and price of supply and to environmentd
protection.

51.4. Energy enterprises that provide public services shdl organize themsdves in a
manner that enables them to recelve information from customers and potentid customers
about disruptions or other problems that prevents such customers from obtaining energy

supply.

Chapter 12
Conditions of Energy Supply

Article 52

52.1. All find cusomers shdl have the right, where it is technicdly and economicaly
feesble, to enjoy a universd service of energy supplies from the networks of energy
enterprises carrying out public services in accordance with the Generd Conditions of

Energy Supply.
52.2. All find cusomers shdl have the right to connect ther energy fadlities and

equipment (electricity, heet, and gas) to the networks of energy enterprises carrying out
public services in accordance with the Generd Conditions of Energy Supply.
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52.3. All find cusomers dhdl have a right to transparent contractud relations with
energy suppliers pursuant to the Generd Conditions of Energy Supply.

52.4. The Energy Regulatory Office shdl prescribe the Generd Conditions of Energy
Supply, which shdl include:

a). the obligations of granting connection to the network and supply of energy to
customers,

b). the conditions of connection and supply to energy customers,

c). theissuance of approvas and the conditions under which connection will be
effected;

d). the conditions of energy delivery, condraints and interruptions in energy ddivery;

€). measurement devices and the manner of measuring ddlivered or consumed energy
and engaged capacity.

Chapter 13
Bankruptcy of Licensees

Article 53

53.1. In the event of a liquidation or bankruptcy of a licensee, the Energy Regulaory
Office shdl have the power to terminate the license and to transfer the obligations of the
licensee to another licensee who is willing to assume the obligations, or who is required
to perform the obligations, under a provision of last resort.

53.2. If no exiding licensee is willing or able to assume the obligations of the bankrupted

or liquidated licensee, the Energy Regulatory Office shdl have the power to trandfer
those assets to the new licensee at their market value.

53.3. The Enegy Regulaiory Office may indude in any license an obligation of last
resort which requires a licensee to assume the obligations of supply of a liquidated or
bankrupt licensee for a fixed period of time under the same terms and conditions of
supply.

53.4. The Energy Regulatory Office shdl have the power to gppoint a supplier of last

resort by imposing in a license an obligation to supply energy to any customer who has
lost supply because of the bankruptcy or liquidation of a supplier.
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Chapter 14
Supervision

Article54
The Energy Regulatory Office shall exercise supervison over:
a). the compliance with the terms and conditions of licenses;

b). implementation of prices and tariffs;
c). implementation of acts, decisions, and instructions issued to licensees.

Article55
In the course of exercisng its supervisory powers, the Energy Regulatory Office shdll:
a). carry out ingpections through persons authorized by it;

b). notify public authorities or independent bodies of measures that should carried
within the scope of their competencies,

C). suspend, modify, or withdraw licenses;

d). impose compulsory adminigrative measure and adminidrative fines set out in this
law or another law regulating the energy sector in Kosovo.

Article 56

56.1. The Energy Regulatory Office shdl, after recaiving a complant or on its own
initiative, investigate whether a licensee, its employees or representatives, has violated:

a). alicenseterm or condition;

b). an act, decison or ingtruction issued by the Energy Regulatory Office.
56.2. If, ater carying out an invedigation under paragrgph 1, the Energy Regulatory
Office finds aviolation of any provison, it shal have the power to:

a). enjoin the licensee from repeeting the illegd action, or if the action has stopped,
to issue aregulatory decison requiring that a particular action be taken; or

b). impose an adminigrative fine on the persons responsible for such violation.
56.3. The Energy Regulatory Office shdl provide proper justification for any regulatory
decison that it issues under this Article.
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Chapter 15
Penalties

Article 57

57.1. A fine shal be imposed on any person who:

a). employs persons without qudifications required by thislaw;
b). falsto perform his duties under this law;

c). fallsto provide information required pursuant to Article 13;
d). improperly discloses confidentia information;

e). fallsto provide the assistance required by Article 14;

f). falsto comply with the measure imposed pursuant to Article 16 to prevent the
abuse of adominant postion;

). engages in energy activities subject to licenang without obtaining a license;
h). failsto comply with the terms or conditions of alicense;
). congtructs facilities regulated by Chapter 8 without obtaining a permit;

J). charges prices or tariffs subject to regulation which have not been approved by the
Energy Regulatory Office;

K). maintains its accounts in amanner that isincongstent with the requirements of
Article 49;

). refuses to dlow the Energy Regulatory Office access to its accounts in accordance
with Article 50;

m). refuses to enter in a contract for supply of energy or to provide accessto the
networks without a judtified reason;

n). removes, damages, or hinders the effectiveness of ametering device;
0). connects to a network without obeying the relevant conditions.
p). carries out operations in violation of this Law, the Law on Electricity, the

Law on Energy, the secondary legidation to these laws, or relevant technica
rules, standards, or codes.

57.2. If the fine mentioned in paragraph 1 is imposed on an energy enterprise, it must not
exceed 15% of the revenues that the fined enterprise received in the previous tax year.
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57.3. If the fine mentioned in paragraph 1 is imposed on an individud, it must not exceed
300% of theindividud’s monthly remuneration.

57.4. In the case of repeat violations, the fine imposed may be three times greater than the
amount authorized in paragraph 2 or 3.

57.5. In imposing a fine under this Chepter, the Energy Regulatory Office shdl teke into
account the degree of socid harm of the action, the prior behavior of the person, and the
financid standing of the person.

57.6. When impodsng a fine under this Chapter, the Energy Regulatory Office shdl notify
the person of the infringement and give the person an opportunity to respond, in writing,
within 14 days of the notification.

57.7. If a fine imposed by the Energy Regulatory Office is not paid, the Energy Regulatory
Office shdl initiate court proceedings for the collection of the fine as acivil debt.

57.8. All fines collected under this Chapter shal be paid into the Kosovo Consolidated Fund.

Chapter 16
Trangtional Provisons

Article 58

58.1. Not later than sixty (60) days after the appointment of the initial members of the Board,
the Board shall adopt the Code of Professonad Conduct for the Energy Regulatory Office.

58.2. Not later than sixty (60) days after the gppointment of the initid members of the Board,
the Board shall adopt the Statutes of the Energy Regulatory Office

58.3. Not later than ninety (90) days after the appointment of the initiad members of the Board,
the Board shall adopt Digpute Settlement Procedures effectively to address complaints from
affected parties.

58.4. Not later than ninety (90) days after the agppointment of the initid members of the Board,
the Boad shdl implement a schedule of the fees that will be charged for application
processing, regigration, licenang, and for granting Certificates.

58.5. Not later than four (4) months after the appointment of the initid members of the Board,
the Board shdl develop and gpprove a secondary legidation on licensing.

58.6. Not later than four (4) months after the gppointment of the initid members of the Board,
the Board shall prepare and approve secondary legidation on pricing.
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58.7. Not later than four (4) months after the gppointment of the initid members of the Board,
the Board shall prepare and approve Generd Terms and Conditions for Energy Supply. The
rules on disconnection, however, shall be issued not later than four (4) months after the
gopointment of the initid members.

58.8. Not later than twelve (12) months after the appointment of the initid members of the
Board, the SRSG, in consultetion with the Provisond Inditutions of Sdf-Government, shdl
review the market structure and assess the degree of liberdization of the dectricity market.
Based on the result of such reviews, the SRSG may decrease or increase by one year the length
of theinitid term of the members of the Board gppointed by him pursuant to Article 5.

58.9. Should the SRSG determine, under paragraph 58.9, a decrease of initid term of all
members of the Board gppointed by him pursuant to Article 5.2, the Assembly shal
immediately re-appoint the two members appointed under Article 5.2 (b), in accordance
with Article 5.4 (b).

58.10. The SRSG dhdl have the authority to review the performance of the initid

members of the Board gppointed by him pursuant to Article 5 and to dismiss a Boad
member who falsto perform his or her professond duties in a satisfactory manner.

Article 59

This Law shdl enter into force after it is gpproved by the Assembly and on the date that it
is promulgated by the SRSG.

Law No. 2004/ 9
29 April 2004
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