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A

Deeper, but not yet further — 2019 in the rear mirror

An ambivalent year comes to a close. On the one hand, 2019
felt like a gap year for bigger things to happen. The clean energy
transition, which occupies the rest of Europe and most of the
world, has not been initiated by and for the Energy Community.
The planned adoption of 2030 targets on energy efficiency, re-
newable energy and greenhouse gas emission reduction and the
incorporation of the Clean Energy Package did not materialize,
and not even a serious debate among decision-makers has taken
place. Contracting Parties are still waiting for European leader-
ship and direction for the evolution of their energy sectors. The
decarbonization commitments under the Paris Agreement not-
withstanding - without common targets, the level of ambition is
left to each Contracting Party and in most cases is below the Eu-
ropean mainstream. The absence of Energy Community targets
also affects integrated energy and climate planning which should
have been much more advanced at this point than it actually is.

In this situation, the Energy Community struggled not to lose
touch with the European Union, its largest Party and pacemaker.
Studies conducted or initiated during 2019 completed the neces-
sary analytical work for target-setting, revealed the true price of
heavily subsidized coal-fired power generation and will support
the design of carbon pricing schemes in the Contracting Parties,
which do not take part in the EU emission trading scheme, whilst

01 State of
Implementation

assessing its impact on generation adequacy and security of sup-
ply. An initiative for supporting Energy Community coal regions
in transition was launched together with the European Com-
mission and international financial institutions, the negotiations
for Treaty amendments continued, and together with the EBRD
the Secretariat followed up on last year’s guidelines on auctions
for renewable support schemes in several Contracting Parties.

While all these measures remain piecemeal without the overar-
ching guidance of EU-style targets, they serve the Energy Com-
munity countries by making the energy transition less abstract
and uncertain as many still perceive it. Yet, it becomes increas-
ingly clear that the European energy policy’s decarbonization
imperative does not stop at the European Union’s borders. The
announcement to impose a carbon border tax for instance is an
indication that the Union is not willing to tolerate the freeriding
of countries which benefit from access to the internal energy
market without commitment to a similar level of ambition. Not
catching up with an increasingly ambitious EU creates a real
risk for the economies of the Contracting Parties, and threatens
the strive for homogenous conditions pursued by the Energy
Community. 2019, the year when we heard the climate clock
ticking louder than ever before, will not go down in history as
the year where this catching up started. The coming years will
tell whether, how and at which additional price the delay can
be made up for.

Overview of Implementation Performance by Contracting Parties
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On the other hand, 2019 will be remembered, in Vienna and
other capitals, as an extremely busy year yielding progress with
reforms long overdue. The diagnosis is well known, and it is
visible also from this year’s Implementation Report: The Energy
Community's first energy transition, from post-socialist, ineffi-
cient and non-transparent energy systems to functioning and
integrated energy markets, has not yet been accomplished,
and that hampers the second, the clean energy transition. The
electricity markets, for instance, are still widely not served by a
power exchange nor are they coupled. Integrated generation
and supply companies, often state-owned and under excessive
public service obligations, reserve the bulk of electricity for their
own domestic customers, not because they would produce it
cheaper (all externalities factored in) but because they can be
easily subsidized, directly or indirectly though foregone profit.
Under these conditions, regional trade is the exemption, not the
rule, and markets remain illiquid. The situation is exacerbated
by the lack of proactivity of regulators and systemic conflicts of
interest of still bundled grid operators.

The European and in particular the Energy Community expe-
rience suggests that simple changes made to domestic legis-
lation in order to align with EU rules do not suffice to achieve
the desired results. A more robust governance must be put in
place. If Max Weber's dictum that “politics means strong and
slow drilling through hard boards” is correct also in the context
of energy reforms, the Energy Community needs to improve
its drill, or in other words: its governance. That not only holds
true for the Treaty amendments taking place at the Community
level. It also means that the national and regional structures,

procedures and institutions need to be upgraded to achieve deep
implementation results.

Such results are possible, and the 2019 Implementation Report
provides several good case studies. In the East, the Energy Com-
munity’s largest electricity market in Ukraine made a quantum
leap in moving from a non-transparent single-buyer model to a
governance corresponding broadly to the European target mod-
el. Acting with the prospect of an expiring gas transit agreement,
the new Government and the incumbent Naftogaz after years
of inertia and infights took serious steps towards unbundling
Europe’s largest transmission system. By the time of editing this
Report, that process was not over yet. Ukraine’s neighbour Mol-
dova seems committed to follow suit with unbundling. And even
Georgia, the youngest member of the Energy Community and
furthest away from its geographical core, is currently engaged
in implementing the acquis communautaire. That many of these
reforms may be implemented with a safety brake on, and not
every measure has imminent success, is bearable when consid-
ering the Communist legacy and the huge social-economic as
well as geopolitical challenges of these countries.

In the Western Balkans, several power exchanges are finally ex-
pected to go live in the near future, and 2020 may indeed see
the first cases of market coupling. The normative power of the
factual can no longer be ignored. The undersea cable connecting
the region with Italy, for instance, will push the integration pro-
cess more than any of the many memoranda signed over the last
years and decades. Montenegro seems well prepared for that. In
2019, the country again made it to the top of the performance

Overview of Transposition Performance by Contracting Parties
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list. North Macedonia, which had fallen behind under the pre-
vious Government, made an impressive return and established
itself as reform champion in all energy sectors, a performance
which unfortunately was not recognized by everybody. Against
these efforts, the slower pace or even stagnation in other Con-
tracting Parties in the region stands out. In the electricity sector,
we may see a regional tipping point coming rather soon, which
hopefully will drag the latecomers along. That, after all, is the
spirit of a Community. However, in the gas sector, which is not
as dynamic and interdependent as the electricity sector, it is still
common to protect the national market against competition as if
it were a contagious disease. The exemption granted for the Ser-
bian section of the TurkStream Il pipeline this year showed that
building new infrastructure in itself does not suffice to open and

Janez Kopac

integrate markets if not accompanied by regulatory measures
preventing the fostering of monopolies. Finally, the arguably
most overlooked event in the Energy Community - the entry
into force of the Large Combustion Plants Directive on 1 January
2018 — starts to show results, at least in terms of transparency.
This year’s Implementation Report for the first time provides a
tracker to monitor for how long so-called opted-out coal-fired
power plants can still be legally operated. That Directive, from
the toolbox of environmental law which many considered as
ancillary at best when the Energy Community was founded, gives
a strong impulse for the further reform of the energy systems
and prepares the ground for a decarbonisation perspective for
2030 and beyond which the Energy Community is yet to develop.

—
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a. Presenting the Energy Community

The Energy Community extends the European Union (EU) inter-
nal energy market to its neighbouring countries. The principle
objectives of the Energy Community are to create a regulatory

Bosnia &
Herzegovina

b. Members

The Treaty establishing the Energy Community was signed in
October 2005 in Athens. Following ratification by all Parties,
the Treaty entered into force on 1 July 2006. As of 1 November
2019, the Parties to the Treaty are the European Union, and nine
Contracting Parties, namely Albania, Bosnia and Herzegovina,
Georgia, Kosovo*, North Macedonia, Moldova, Montenegro,
Serbia and Ukraine. Armenia, Norway and Turkey are Observers
under Article 96 of the Treaty.

02 Introduction

and market framework which is capable of attracting invest-
ments for a stable and continuous energy supply. By signing
the Energy Community Treaty, the Contracting Parties commit-
ted to implementing key EU energy legislation within a fixed
timeframe.

Energy Community
Members

. European Union

Observers

Contracting Parties

Ukraine

Serbia

Georgia

Armenia

Cyprus

c. Institutional setting

The Energy Community has its own institutional framework.
The highest decision-making body is the Ministerial Council,
which meets once a year to establish key priorities and adopt
new legislation.

The Energy Community Secretariat, based in Vienna, is inde-
pendent and performs the day-to-day work of the Community.
The Secretariat is responsible for reviewing the progress made
by the countries in transposing and implementing EU energy
law covered by the Energy Community Treaty. The Secretari-
at's assessment is fed into the annual progress reports of the

10 / Introduction



European Commission, which take stock of the situation in EU
candidate and potential candidate countries.

d. Dispute Settlement

The Energy Community Treaty provides for a dispute settlement
procedure, which is meant to ensure the enforcement of the
commitments under the Treaty.

A preliminary procedure precedes the submission of a case of
non-compliance to the Ministerial Council under Article 91 of
the Treaty. It may be initiated by the Secretariat by way of an
Opening Letter to be followed, as the case may be, by a Rea-
soned Opinion and Reasoned Request to the Ministerial Council.
The procedure is closed upon compliance by the party to the
case with its obligations under the Treaty at any time of the
preliminary procedure or, with or without compliance, with a
decision of the Ministerial Council. If a breach identified by the
Ministerial Council has not been rectified, a procedure for a
decision of the Ministerial Council under Article 92 of the Trea-
ty may be initiated. If a Party to the Treaty persistently fails to
comply with its obligations under this provision, the Ministerial
Council may suspend certain rights derived from the application
of the Treaty, including voting rights and right to participate in
meetings or mechanisms provided for in the Treaty.

’ Acquis on Electricity

In the Annex of this Report , the Secretariat reports comprehen-
sively about the open cases under both Article 91 and Article
92 of the Treaty, including dispute resolution activities during
the reporting period.

e. Acquis

Since 2006, the Energy Community acquis has significantly
evolved to incorporate new directives and regulations. Presently,
the acquis covers legislation on electricity, gas, oil, infrastruc-
ture, renewable energy, energy efficiency, competition and State
aid, environment, statistics, cybersecurity and climate.

In addition, the Energy Community is in the process of adopting
network codes and guidelines for electricity and gas. Three of
the total five gas and four out of the eight electricity codes have
already been incorporated into the acquis.

The tables below display the core Energy Community acquis
communautaire presently in force'. The implementation dead-
lines have been set by the respective Ministerial Council deci-
sions. Due to their later accession, some of the implementation
deadlines differ for Moldova (2010), Ukraine (2011) and Georgia
(2017). Also this year, the assessment of Georgia’s compliance
against the acquis remains incomplete as the the majority of
the implementation deadlines set by the country’s Accession
Protocol are yet to expire.

Directive 2009/72/EC concerning common rules for the internal market in electricity and repealing Directive 2003/54/EC

Regulation (EC) 714/2009 on conditions for access to the network for cross-border exchanges in electricity and repealing Regulation (EC)

1228/2003

Regulation (EU) 838/2010 on laying down guidelines relating to the inter-transmission system operator compensation mechanism and a

common regulatory approach to transmission charging

Regulation (EU) 543/2013 on submission and publication of data in electricity markets and amending Annex | to Regulation (EC) 714/2009

Regulation (EU) 2016/1388 establishing a network code on demand connection

Regulation (EU) 2016/631 establishing a network code on requirements for grid connection of generators

Regulation (EU) 2016/1447 establishing a network code on requirements for grid connection of high voltage direct current systems and

direct current-connected power park modules

Regulation (EU) 1227/2011 on wholesale energy market integrity and transparency?

1 Available on the Energy Community website: https://www.energy-community.org/legal/acquis.html.
2 Regulation (EU) 1227/2011 (REMIT) regulates insider trading and market manipulation for both electricity and gas wholesale markets.
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) Acquis on Gas
p

fa

Directive 2009/73/EC concerning common rules for the internal market in natural gas and repealing Directive 2003/55/EC
Regulation (EC) 715/2009 on conditions for access to the natural gas transmission networks and repealing Regulation (EC) 1775/2005

Regulation (EU) 2015/703 establishing a network code on interoperability and data exchange rules

Regulation (EU) 2017/459 establishing a network code on capacity allocation mechanisms in gas transmission systems and repealing
Regulation (EU) 984/2013

Regulation (EU) 2017/460 establishing a network code on harmonized transmission tariff structures for gas

% Acquis on Security of Supply

Directive 2005/89/EC concerning measures to safeguard security of electricity supply and infrastructure investment

Directive 2004/67/EC concerning measures to safeguard security of natural gas supply

e .
= Acquis on Infrastructure
V' \

Regulation (EU) 347/2013 on guidelines for trans-European energy infrastructure

b= A Acquis on Environment

Directive 2011/92/EU on the assessment of the effects of certain public and private projects on the environment, as amended by Directive
2014/52/EU

Directive (EU) 2016/802 relating to a reduction in the sulphur content of certain liquid fuels

Commission Implementing Decision (EU) 2015/253 laying down the rules concerning the sampling and reporting under Council Directive
1999/32/EC as regards the sulphur content of marine fuels

Directive 2001/80/EC on the limitation of emissions of certain pollutants into the air from large combustion plants
Chapter Ill, Annex V and Articles 72(3)-(4) of Directive 2010/75/EU on industrial emissions (integrated pollution prevention and control)

Article 4(2) of Directive 79/409/EEC on the conservation of wild birds

Directive 2004/35/EC on environmental liability with regard to the prevention and remedying of environmental damage, as amended by
Directive 2006/21/EC, Directive 2003/31/EC and Directive 2013/30/EU

Directive 2001/42/EC on the assessment of the effects of certain plans and programmes on the environment

?} Acquis on Renewable Energy

Directive 2009/28/EC on the promotion of the use of energy from renewable sources

12 / Introduction
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Acquis on Energy Efficiency

Directive 2012/27/EU on energy efficiency, amending Directives 2009/125/EC and 2010/30/EU and repealing Directives 2004/8/EC and
2006/32/EC

Directive 2010/30/EU on the indication by labelling and standard product information of the consumption of energy and other resources
by energy-related products

Directive 2010/31/EU on the energy performance of buildings

Regulation (EU) 2017/1369 setting a framework for energy labelling and repealing Directive 2010/30/EU

G Acquis on Oll

Council Directive 2009/119/EC imposing an obligation on Member States to maintain minimum stocks of crude oil and/or petroleum
products

|II| Acquis on Statistics

Regulation (EC) 1099/2008 on energy statistics

Regulation (EU) 2016/1952 on European statistics on natural gas and electricity prices and repealing Directive 2008/92/EC

ﬁ% Acquis on Climate

Recommendation on preparing for the development of integrated national energy and climate plans by the Contracting Parties of the
Energy Community

Recommendation on preparing for the implementation of Regulation (EU) 525/2013 on a mechanism for monitoring and reporting green-
house gas emissions

General Policy Guidelines on the 2030 targets for the Contracting Parties of the Energy Community?

ol Acquis on Competition

The acquis on competition (Articles 18 and 19 of the Energy Community Treaty) rests on three pillars:

1. The prohibition of anticompetitive agreements established by Article 101 of the Treaty on the Functioning of the European Union (TFEU);
2. The prohibition of abuse of a dominant position provided for in Article 102 of the TFEU; and

3. The prohibition of State aid granted in violation of Article 107 of the TFEU.

@ Cybersecurity

Procedural Act 2018/02/MC-EnC on the establishment of an Energy Community Coordination Group for Cyber-security and Critical Infra-
structure

3

The General Policy Guidelines represent the political consensus reached in the 16th Ministerial Council on the 2030 targets for the Contracting Parties of the
Energy Community in November 2018.
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Summary Implementation

Summary Indicators

Electricity

Gas

o]l

Renewable

Energy

Energy
Efficiency

Environment

Climate

Infrastructure

Statistics

Overall number of cases

Albania

Transposition
Assessement

Implementation Status

.
-
-

Descriptions

Implementation in the electricity sector
of Albania is moderately advanced.

Implementation in the gas sector of
Albania is still at an early stage.

Implementation in the oil sector of
Albania is moderately advanced.

Implementation in the renewable ener-
gy sector of Albania is well advanced.

Implementation in the energy effi-
ciency sector of Albania is moderately
advanced.

Implementation in the environment
sector of Albania is well advanced.

Implementation in the climate sector
of Albania is still at an early stage.

Implementation in the infrastructure
sector of Albania is still at an early
stage.

Implementation in the statistics sector
of Albania is well advanced.

ECS-4/17 Electricity

ECS-10/13 Energy efficiency
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Albania

Electricity Implementation

Transposition

Electricity Indicators
Icity : Assessement

Implementation Status

Descriptions

The transmission system operator’s unbun-

. dling needs to be completed. Distribution
Unbundlmg 6 4518 system operator unbundling is further
delayed.
The 2019 tariffs are approved and pub-
lished. Cross-border capacities are allocated
Access to the networks (] through SEE CAO except on the border

Wholesale market

Retail market

-

Regional integration

Progress in the structural reforms of Albania’s electricity sector
was only on paper this year. The transmission system operator,
OST, can only be considered fully unbundled after the transfer
of competences away from the Ministry of Infrastructure and
Energy. Functional unbundling between distribution and supply
is also delayed. The three new legally unbundled subsidiaries
for distribution, universal service and electricity supply have no
capacity to perform independently, with the actual owner of
the assets and licensed provider of all services still being the
vertically integrated company OSHEE. The infringement case for
non-compliance with the unbundling requirements was stepped
up by the Secretariat. In a letter to the Prime Minister, Albania’s
international partners requested that the option to integrate
OSHEE and the state-owned generation company KESH in one
holding structure is abandoned because of detrimental impact
on competition and liquidity.

The tariffs for access to the transmission and distribution net-
works for 2019 were approved and published by the regulator
ERE. Existing interconnection capacities are allocated through
the Coordinated Auction Office in South East Europe (SEE CAO)

a0 D

with Kosovo*. The new interconnection to
Kosovo* is still not allocated.

Public service is still used as a justification
for non-compliant regulation of wholesale
prices. The Government adopted decisions
governing the establishment of the power
exchange, yet it has not been adopted as
previously envisaged. The balancing market
is still to be developed.

Retail market opening and the eligibility
right are effectively postponed. Regulated
supply of last resort is available to large
customers through excessive use of public
service obligation provisions.

Regional initiatives are still to be imple-

) mented. Market coupling is pending the

establishment of a power exchange. The
Connection Network Codes are transposed.

on all borders except on the border with Kosovo*. The new 440
kV interconnection line on this border is still not commercially
utilized, pending resolution of the dispute and implementation
of agreements between the transmission system operators of
Kosovo* and Serbia.

Wholesale prices are still regulated through an excessive public
service obligation. A wholesale power purchase agreement be-
tween OSHEE and the state-owned generation company KESH
covers the entire volumes of electricity for supply under universal
service and for losses in the distribution. Rules for operation of
the electricity market are in place since 2017, yet conditioned on
the establishment and operation of a power exchange. In 2019,
the Council of Ministers tasked OST to establish the power ex-
change of Albania and defined its possible shareholding struc-
ture. No deadline was set for the procedure for the selection
of interested shareholders. Transitional balancing rules are still
applied. Although the rules allow for competitive balancing and
potential providers are available, KESH is still the sole provider
of balancing services.
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Retail Market Opening
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On the retail level, all eligible customers, except those connected
to high voltage, can be supplied at regulated prices by OSHEE
as the last resort supplier for a period of two years. As a result,
all distribution customers, except part of those connected to
35 kV, effectively remain under regulated supply.

Coupling of the day-ahead markets between Albania and Koso-
vo* is subject to memoranda for cooperation between the gov-
ernments, and between the regulators and transmission system
operators. The project is in delay, and depends on the establish-
ment of the Albanian power exchange and utilization of the in-
terconnection line between the two systems. The same obstacle
prevents cross-border exchange of balancing services between
the two operators. Albania is participating in the project for mar-
ket coupling with Italy, Montenegro and Serbia. Prerequisites
in any case are functional power exchanges on national level

and a coherent legal, regulatory and contractual framework.
No concrete roadmaps are adopted for these projects yet. In
March 2019, the transmission system operator, OST, signed a
memorandum of understanding with the transmission system
operators of North Macedonia, MEPSO, and Bulgaria, ESO, on
the development of the electricity market and strengthening
regional cooperation, the implementation of which depends on
the completion of the 400 kV interconnection between Bitola
and Elbasan.

ERE adopted decisions for transposition of the Network Codes
on demand connection, requirements for generators and high
voltage direct current (HVDC) connection in June 2018, and
informed the Secretariat in February 2019. Derogation criteria
are not published yet.
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Albania

Gas Implementation

Gas Indicators

Unbundling

Access to the networks

Wholesale market

Retail market

Interconnectivity

The initiation of work on the draft Trans Adriatic Pipeline’s (TAP)
network code and the establishment of a gas market model
in Albania are the most significant developments during the
past year. Nevertheless, Albania has not done enough to make

Transposition
Assessement

<

Implementation Status

)
G )
)
(K )

sure that the remaining secondary legal acts are in place and

the process of implementation of the Gas Master Plan and the
country’s gasification can be kicked off. Albania should initiate

this process as soon as possible.

Albania adopted the Natural Gas Market Model setting general
rules on the setup of the future natural gas market: bilateral
trading on the natural gas retail and wholesale markets, the day-

Descriptions

Two transmission system operators were
unbundled and certified in Albania, of which
one, Albgaz, has not yet fulfilled the certifi-
cation conditions.

An entry/exit methodology was introduced
and fees according to the entry/exit model
were established by ERE in November 2017.
Non-discriminatory access to the transmis-
sion and distribution networks as well as to
LNG and storage facilities is guaranteed in
line with the Third Energy Package.

Albania has no natural gas wholesale
market at the moment but a Natural Gas
Market Model was introduced in 2018.

All customers are eligible and therefore
allowed to freely choose and switch their
gas supplier.

Albania is not connected to international
gas networks. An Instruction for designation
of service areas for transmission and distri-
bution of natural gas was adopted in De-
cember 2018. The Trans Adriatic Pipeline is
currently under construction and is planned
to be operational in 2020.

The Ministry of Infrastructure and Energy adopted an act for
designation of service areas for transmission and distribution
of natural gas to ensure development of interconnectors with
neighbouring natural gas systems.

Albgaz received technical assistance for capacity building and
prepared a network code. However, while the appointment

of an independent compliance officer in Albgaz was a step in
the right direction, non-compliance with the conditions set in

ahead natural gas market and the natural gas balancing market.

Albgaz's certification decision constitute the main drawback
in 2018/2019. The main problem appears to be the proper
separation within the State.
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The Energy Regulatory Entity (ERE) has completed certification of the na-
tional gas and electricity transmission system operators and ranks among
those regulators that have transposed the Network Code Regulations.
However, ERE fails to enforce unbundling of the electricity distributor
OShEE since 2015. The regulator via a formal decision accepted a further
delay until the end of 2019. This is not the only decision that gives the
impression of alignment with a related position of the Ministry. This is a
critical development for the independence of ERE. On the positive side,
ERE showed regional commitment by refreshing its involvement in ECRB.

The activities of the Albanian Competition Authority (ACA) in the energy
sector mainly focus on recommendations. Based on a complaint transmit-
ted by the Secretariat, ACA investigated potential infringements on the
market of storage and supply of electricity. In its decision, ACA found that
the national generation incumbent KESH abused its dominant position
through the implementation of two contracts with the traders GSA and
EFT, and obliged KESH to discontinue these contracts.

The State aid authority in Albania consists of the State Aid Commission
(SAQ), responsible for decision-making, and the State Aid Control Unit
(SACU), which provides technical and administrative support to SAC. Due
to the merger of the Ministry of Economy and the Ministry of Finance,
staff originally assigned to the SACU was transferred to other departments.
Therefore, SACU is effectively not operational, with staff being appointed
to complete tasks on an ad hoc basis. Furthermore, the independence

of the members of SAC from the Ministry of Economy and Finance is
questionable. In the reporting period, SAC did not render any decisions in
the energy sectors.
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Oil Implementation

Oil Indicators

Stockholding obligation

Availability and
accessibility

Reporting

Emergency procedures

Albania’s current emergency oil stockholding system is assigned
to the oil industry. The system is not compliant with Directive
2009/119/EC and, for this purpose, a draft Law on the estab-
lishment, maintenance and management of security minimum

Albania
Oil

Transposition
Assessement

-
-

Implementation Status

40%

40%

50%

40%

stocks of crude oil and petroleum products has been forwarded  liament.
to the Government for approval in July 2018. The revised draft

Descriptions

Oil refineries and wholesale oil companies
are obliged to maintain minimum stocks
equal to 90 days of average sales. However,
the current system is not compliant with
Directive 2009/119/EC.

The new draft Law foresees that compul-
sory stocks maintenance is a priority, and
compulsory stocks must be available and
physically accessible at all times.

Albania submits the Joint Organisations
Data Initiative - Oil (JODI) Questionnaire
regularly. The draft Law foresees that the
Minimum Oil Stocks Agency will keep and
continually update detailed records of all
stocks that it holds, as well as all others
that are maintained in the territory of
Albania and countries under the bilateral
agreements.

The new draft Law establishes the necessary
procedures for intervention in case of a
serious shortage of petroleum products in
the market. In the event of difficulties in
supply, the release of the stocks is decided
by the Government, upon the proposal of
the minister in charge of energy and approv-
al of the crisis management committee of
the Government.

Law was redistributed to the institutions concerned. Current-
ly, the representatives of different institutions are discussing
the Law in order to reach a final draft, which should then be
approved by the Government and afterwards adopted by Par-
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Renewable Energy Implementation

Renewable Energy
Indicators

Transposition
Assessement

National Renewable
Energy Action Plan

Quality of support
schemes

Grid integration

Administrative procedures

Implementation Status

Descriptions

Albania amended its National Renewable
Energy Action Plan incorporating a revised
target of 490 MW for solar PV and 150 MW
for wind to contribute to the 38% target in
2020. High dependence on hydropower has
taken its toll on the renewable energy share,
which has decreased to 34,6% due to low
hydrology in 2017.

94%

The first renewable energy auction for

50 MW of solar PV conducted at the end
of 2018 needs to be concluded and the
contractual package adopted. Albania must
improve the framework for the next rounds
of auctions.

82%

Secondary legislation to implement access
to and operation of the networks has

to be finalized and made available to all
applicants. Transitional balancing rules are in
place. The adopted rules for self-consump-
tion remain to be implemented in practice.

55%

The administrative procedures for autho-
rization, permitting and licensing are not
streamlined and require simplification,
including the designation of a one-stop
shop for small projects.

50%

Renewable energy in

/ I

Gz

A sustainability regime for biofuels is still

© ®© o o

transport

The implementation of the 2017 Law on Promotion of the Use
of Energy from Renewable Sources received a boost with the
first-ever renewable energy support auction in the Energy Com-
munity. However, Albania has to step up its efforts to adopt the
missing secondary legislation to enable a conducive investment
framework for investors in renewable energy. In particular, the
stability and predictability of the renewable energy framework
as well as its transparency and non-discrimination towards in-
vestors shall be ensured. What is worrying is that the contracts
awarded have not been signed yet.

Secondary legislation on the methodology used for calculating
the renewable energy obligation remains to be finalised and
adopted to remove the discriminatory approach towards final
customers. Currently, only final customers connected to the dis-
tribution network are charged to compensate the energy from

not in place.

renewable sources from priority producers. This will create a vi-
able framework for the compensation of the existing and future
priority producers. The adopted rules on net-metering schemes
for consumers with renewable energy generation facilities up
to 500 kW have to be implemented in practice.

Updated grid development plans for transmission and distri-
bution networks shall be adopted swiftly to cope with the in-
creased contribution of volatile electricity generation and facil-
itate the integration of renewable energy.

For the third year in a row, the increased production and con-
sumption of biofuels in the country cannot be counted towards
the transport target due to lack of legislation on a sustainability
regime for biofuels and bioliquids and the establishment of a
certification scheme.
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Shares of Energy from Renewable Sources

2020 Target
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38,0% oSS ST SIS SIS IS NN SUSUUEUINULN SIS SRR @

37,5% 37,1%
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35,5%
35,0%
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34,6%
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32[0% Year

31,4%
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31,5%

31,9%

31,0% 31,2%
30,5%

30,0%
2009 2010 20M 2012 2013 2014 2015 2016 2017 = 2020
Source: EUROSTAT and National Agency of Natural Resources (AKBN)

Total Capacities of Renewable Energy 2018 (MW)

A less favourable hydrological year in 2017 brought Albania
only to a 34,6% renewable energy share, one percentage
point below the indicative trajectory of 35,6%. By the end of
2018, there were 2.106 MW of renewables installed, notably
an additional 10 MW of solar PV. A second round of auctions is
expected during 2020. The environmental impacts of planned
hydropower development and the assessment process of these
need to be significantly improved.

Annual capacity Albania started to plan adequate measures to increase invest-
change: ments in renewable energy projects other than hydropower.
+58 MW 4 This approach coupled with energy efficiency measures that is
keeping gross final energy consumption under control should
put the country on the trajectory to 2020. Due to the fall
in technology costs and significant renewable energy poten-
tial that the country has, wind and solar PV can be deployed
cost-effectively to mitigate the impact on the end-consumer
electricity price.

@ Large hydropower

@ Small hydropower <10 MW Total capacities of
renewable energy (MW):
@ Solar

Source: Ministry of Infrastructure and Energy 2 1 O 6
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Albania
Energy Efficiency

Energy Efficiency Implementation

Energy Efficiency
Indicators

Transposition
Assessement

National Energy Efficiency
Action Plans and Targets

-

Energy efficiency in
buildings

-

ESCO market development
and financing

Energy efficient products -
labelling

Institutional capacities

Despite the formal strengthening of the legal and institutional
framework for energy efficiency, little was achieved by Albania
to adopt the missing by-laws implementing the Energy Perfor-
mance of Buildings Directive and update legislation to transpose
Directive 2012/27/EU on energy efficiency. Albania thus remains
non-compliant in too many areas.

The revised Energy Efficiency Law should be adopted to fully
transpose the Energy Efficiency Directive. The removal of the
director of the Energy Efficiency Agency in June 2019 negatively
impacted ongoing support by an EU funded project developed

Implementation Status

39%

38%

Descriptions

Albania missed the 30 April 2019 deadline
for submission of the new National Energy
Efficiency Action Plan (NEEAP), as required
by the Energy Efficiency Directive. The 2020
target was set, but specific targets required
by the Directive are still missing.

49%

The Law on the Energy Performance of
Buildings was adopted in 2016, but there
was little progress with respect to the
adoption of secondary legislation. Only a
limited number of renovation projects has
been carried out to date.

Delays in the adoption of the by-laws and
model contracts and establishment of the
Energy Efficiency Fund have led to no devel-
opments on the ESCO market to date.

In May 2019, amendments to the Energy Ef-
ficiency Law were prepared to stimulate the
development of the ESCO market. This work
included a standardized contract to be used
by qualified and registered energy service
providers in the public and private sectors.

43%

After the adoption of the first labelling
regulation in 2012, there was no further
progress with respect to updating the exist-
ing or adopting new regulations required by
the Ministerial Council decisions adopted in
September 2014 and November 2018.

The current institutional capacities are weak
and the majority of activities are performed
solely by the Ministry of Infrastructure and
Energy. The new Energy Efficiency Agency
is operational though only partially staffed.
The Energy Efficiency Fund is still to be
established.

54%

in cooperation with the Energy Community Secretariat intended
to strengthen the capacities of the Agency and support its activ-
ities. The Agency needs to be fully staffed and engaged as the
key implementing body, and make use of available international
technical assistance.

The engagement of the private sector through the development
of Energy Services Company (ESCO) markets and establishment
of the Energy Efficiency Fund is a prerequisite for additional
expertise and financing opportunities for measures and projects
in the field of energy efficiency in Albania.
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Energy Efficiency Indicators

Primary Energy Consumption (PEC)
in 2017 and trends

Energy sector
consumption
5%

Transformation
1%

Distribution
losses
5%

2017 PEC: 2330 ktoe
PEC annual change:
+85% %

Final Energy Consumption (FEC)
in 2017 and trends

Other sectors
7%

Residential
24%

2017 FEC: 2079 ktoe
FEC annual change:
+10% 4

2020 PEC Target:
2438 ktoe

2020 FEC Target:
2132 ktoe

Services
10%
Transport

0,
Final 40%

Zl;i;ogy consumption Industry
19%
Energy intensity,
2017 value and trends:
0,23 ktoe/mil EUR, +1,4% &

Source: EUROSTAT 2019 data and the Contracting Party's Annual Reports under Directive 2012/27/EU

Implementation of Energy Efficiency Product Regulation Overview
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‘ Adopted and implemented Adopted, implementation issues detected No progress with adoption/implementation
The new labelling package adopted by the Ministerial Council in November 2018 was not assessed, as the transposition deadline expires in January 2020.

Source: multiple sources of data (EECG reports, NEEAPs etc.), compiled by the Energy Community Secretariat
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Albania
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Environment Implementation

Transposition

Environment Indicators
Assessement

Environmental impact
assessment (EIA) and
strategic environmental
assessment (SEA)

Sulphur in fuels

Large combustions plants
and industrial emissions

Nature protection

The quality of environmental reports and procedures in Alba-
nia is still in need of significant reinforcement and no positive
developments were registered in the past year. During the last
reporting period, two complaints were submitted to the Secre-
tariat about the environmental impact assessments (EIA) of new
hydropower plants in a protected area. The implementation
of the provisions on public participation of both directives still
remains weak and needs significant improvement. Furthermore,
the EIA studies in Albania tend not to take into account the
potential cumulative and transboundary environmental impacts
of projects.

With regard to strategic environmental assessment, it has to be
ensured that plans and programmes from all sectors covered by
the Directive (e.g. agriculture, energy, industry, transport, waste
and water management, town and country planning or land
use), with particular regard to their network energy dimension,
undergo a strategic environmental assessment, which is still not
happening in Albania.

Implementation Status

40%

O U

Descriptions

The implementation of legislation related
to environmental assessments is still not
sufficient, as the multitude of complaints
show. Effective opportunities for the public
to participate in decision-making are not
ensured in practice.

Albania has taken further steps on quality
control of sampling and analysis of the fuels
covered, however, full compliance was still
not achieved due to the lack of adoption

of the rules on the collection, storage and
reporting of data for LPG quality, gas oil,
heavy fuel oil, marine fuel and on the local
suppliers of these fuels.

85%

The only large combustion plant in Albania
(currently not in operation) is able to comply
with the environmental acquis commu-
nautaire.

9

Effective measures for the protection of
wild birds (e.g. by restrictions on hunting
accompanied by enforcement) as well as
67% their habitats in the protected areas (e.g.
re-establishment of destroyed biotopes
and creation of new biotopes) have to be
established.

As regards the sulphur content of liquid fuels, Albania has com-
pleted the transposition of the Directive, a priority from last
year's Implementation Report. The Decision of the Council of
Ministers on the quality of certain liquid fuels used for thermal,
civil, industrial use and sea transport, was adopted in June 2019.
The Decision ensures compliance with the provisions of the
Directive, however, a Joint Instruction on the collection, storage
and reporting of data for LPG quality, gas oil, heavy fuel oil,
marine fuel and local suppliers of these fuels is not yet adopted.
Therefore, the implementation of the Directive’s provisions on
sampling and analysis of fuels (including that of marine fuels)
has not started yet.

Albania has only one large combustion plant (TPP Vlora), which
is currently not in operation. The plant is capable of complying
with the emission limit values of the Industrial Emissions Direc-
tive. Should the plant start operating, the Albanian authorities
must ensure the continuous monitoring of the plant’s emissions.
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As regards the Wild Birds Directive, a system of protected ar-
eas has been established, including two strict natural reserves.
Albania, together with North Macedonia and two EU Member
States (Bulgaria and Greece), participates since 2017 in a project
the aim of which is to strengthen the Balkan population of the
Egyptian vulture and to secure its flyway. While participation in
such individual projects is important and highly useful, effective
protection measures at systemic level against the destruction

and pollution of habitats and against the capture and killing of
birds by humans and the trade resulting from such practices
(e.g. by establishing management of habitats in accordance with
their ecological needs inside and outside the protected zones, by
the re-establishment of destroyed biotopes and by the creation
of new biotopes) for designated nature protection areas are
still lacking. In particular, hydropower projects can significantly
jeopardize the ecological balance of protected areas.

Installations under the Large Combustion Plants Directive

Source: compiled by the Energy Community Secretariat

1 (not in operation)
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3 %. Albania

Transposition

Climate Indicators
Assessement

National greenhouse gas
emissions monitoring and
reporting systems

Implementation Status

37% [

Descriptions

The draft Law on Climate Change and

the draft Decision on a mechanism for
monitoring and reporting of GHG emissions
allow for transposition of the provisions

of Regulation (EU) 525/2013 related to the
national greenhouse gas inventory and the
development of a national climate change
strategy. On 2 July 2019, the Government
adopted the National Climate Change
Strategy and its two annexes, the National
Action Plan on Mitigation (NAPM) and the
National Adaptation Plan (NAP). The draft
Law on Climate Change was approved by
the Government on 17 July 2019. Its adop-
tion by Parliament is pending.

Albania has set up a national working group
to work on its NECP by Order of the Prime
Minister of 7 March 2019, indicating the
governance structure and timeframe of
action. The Ministry of Infrastructure and

National Energy and

> Energy is leading the process. The working

Climate Plans (NECPs)

Albania is a non-Annex-I party to the United Nations Framework
Convention on Climate Change (UNFCCC) and ratified the Paris
Agreement in November 2016.

It submitted its third National Communication on climate
change to the UNFCCC in October 2016 and is currently de-
veloping its fourth National Communication. Work on the first
Biennial Update Report is also ongoing. Within its Nationally
Determined Contribution (NDC), Albania committed to reduce
CO, emissions by 11,5% compared to a baseline scenario in the
period 2016 - 2030 (708 kt CO, reduction in 2030). Its NDC is
currently under revision in order to include data on land use,
land-use change and forestry (LULUCF).

Albania has achieved some level of preparation for addressing
climate change, with the adoption on 2 July 2019 of a Nation-
al Climate Change Strategy and its two annexes, the National
Action Plan on Mitigation (NAPM) and the National Adaptation
Plan (NAP). Implementation of the Paris Agreement and the

group has since convened to discuss key
priorities and responsibilities. Its work is
focusing on the elaboration of a detailed
draft process map and an action plan for
the development of the Albanian NECP. This
process should be finalized by 2019.

NDC target are at the core of the strategy. The Decision of the
Council of Ministers on the proposal of the draft Law on Climate
Change was adopted on 17 July 2019.

Albania has officially set up a national working group to work
on its National Energy and Climate Plan (NECP) by an Order of
the Prime Minister of 7 March 2019, indicating the governance
structure and timeframe of action. The Ministry of Infrastructure
and Energy is leading the process. Limited human and technical
capacity as well as the lack of mainstreaming of climate policy
across sectors continue to be the main barriers to further prog-
ress in Albania.

Although Albania launched preparatory work on the NECP, it
needs to further strengthen the coordination and cooperation
between the Ministry of Infrastructure and Energy and the Min-
istry of Tourism and Environment to fully integrate energy and
climate policies.
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Infrastructure Implementation

Transposition

Infrastructure Indicators
Assessement

National competent
authority

Manual of procedures

Implementation Status

30% D

Descriptions

The national competent authority exists
and should start reporting on the projects
to the PECI Groups and the Secretariat.

It should also prepare and publish the man-
ual of procedures as defined by Regulation
(EV) 347/2013.

The manual of procedures was not issued.

The regulator has not published the

National regulatory

(o%

N\

required methodology and evaluation

authority involvement

In November 2018, the Council of Ministers approved a deci-
sion on the adoption of practices for promoting joint regional
investments in energy sector infrastructure, which transposed
Regulation (EU) 347/2013. Further actions are necessary in or-
der to fully implement all provisions defined by the Regulation.
The national competent authority should publish a manual of
procedures for the permit granting process, applicable for Proj-
ects of Energy Community Interest, and start reporting on the
project developments to the corresponding PECI Groups and the
Energy Community Secretariat as soon as possible. The national
regulatory authority shall publish the methodology and criteria
to be used to evaluate investment in electricity and gas projects
and the higher risks incurred by them immediately.

PECI/PMI projects

criteria.

The implementation of the Regulation in Albania is particularly
urgent due to its potential to facilitate the realization of ongoing
strategic infrastructure projects, particularly the interconnec-
tion 400 kV OHL between Albania and North Macedonia. The
project is expected to improve security of supply and overall
operation of the energy system of Albania, as well as positively
influence the regional market and its coupling and the ongoing
preparations for gasification and gas infrastructure projects.
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Albania
I Statistics

Statistics Implementation

Transposition
Assessement

Statistics Indicators

Annual statistics

Monthly statistics

Quality report

Price statistics

®© 99

As regards annual energy statistics, including quality reporting,
Albania has implemented the requirements of the acquis. The
institution responsible for energy statistics, the National Agency
of Natural Resources (AKBN), has been compiling annual energy
balances and annual questionnaires and submitting them to
EUROSTAT in accordance with the acquis. The breakdown of
energy consumption of households and the quality report were
also transmitted to EUROSTAT.

As regards monthly statistics, electricity and natural gas data are
available. Oil and gas monthly data are submitted to the JODI
database. Monthly coal data are not available yet.

Implementation Status

so% D

Descriptions

The five annual questionnaires and the
questionnaire on final energy consumption
of households for 2017 were transmitted
to EUROSTAT.

100%

Monthly reporting to EUROSTAT on natural
gas, oil and coal is missing, as well as all
short-term monthly data.

The quality report on energy statistics was

10028 published.

Prices charged to industrial end-users and
breakdown of price components are not
compiled.

-/

In the absence of a clear separation of duties between AKBN
and the national statistics institute, INSTAT, the former began
collecting and disseminating data on electricity prices charged
to households in cooperation with the regulatory authority. Gas
statistics are not relevant for Albania yet. The prices charged
to industrial end-users and the breakdown of prices into price
components are not reported pursuant to Regulation (EU)
2016/1952.

It is recommended for Albania to formalize the cooperation and
coordination in data collection among the responsible institu-
tions in order to improve data quality and cost-effectiveness for
the designated institutions to fulfil their tasks. Data on prices
charged to industry have to be completed without delay.
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Bosnia and
Herzegovina

Summary Implementation

Summary Indicators
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Electricity

Gas

(o]]

Renewable
Energy

Energy
Efficiency

Environment

Climate

Infrastructure

Statistics

ECS-1/15 Environment

ECS-5/17 Electricity

ECS-1/14 Energy efficiency

Transposition
Assessement

Implementation Status

550 [
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Descriptions

Implementation in the electricity sector
of Bosnia and Herzegovina is moder-
ately advanced.

Implementation in the gas sector
of Bosnia and Herzegovina is yet to
begin.

Implementation in the oil sector of
Bosnia and Herzegovina is yet to
begin.

Implementation in the renewable ener-
gy sector of Bosnia and Herzegovina is
moderately advanced.

Implementation in the energy efficien-
cy sector of Bosnia and Herzegovina is
moderately advanced.

Implementation in the environment
sector of Bosnia and Herzegovina is
moderately advanced.

Implementation in the climate sector
of Bosnia and Herzegovina is still at an
early stage.

Implementation in the infrastructure
sector of Bosnia and Herzegovina is
still at an early stage.

Implementation in the statistics sector
of Bosnia and Herzegovina is well
advanced.

Overall number of cases: 9 ECS-8/11S G
5 as

ECS-2/13S Environment

ECS-6/16S Third Energy
Package
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Electricity Implementation

Transposition

Electricity Indicators
y Assessement

Implementation Status

Bosnia and Herzegovina

Descriptions

The transmission system operator has not
been and cannot be unbundled in line with

-
w
3

Unbundling

/

the Third Energy Package under the current

Access to the networks

Wholesale market

Retail market

© & O 9©

/

Regional integration

Current laws in Bosnia and Herzegovina do not envisage un-
bundling of the transmission system operator according to the
Third Energy Package. The entity governments, who are respon-
sible for operation of the public generation and supply utilities,
also control the independent system operator NOS BIH and the
transmission company Elektroprenos.

Unbundling of the distribution system operators is partially
transposed in Federation of Bosnia and Herzegovina but not
implemented, and the draft Federal Government restructuring
programme of July 2019 has not been approved. In Republika
Srpska, the new draft Electricity Law does not set a deadline
for unbundling of distribution. Its adoption is still pending. In
both entities, distribution is still bundled with supply and gen-
eration. The infringement procedure on this non-compliance
will be stepped up soon.

34%

Law. Distribution unbundling is not properly
transposed and is not implemented.

Rules and tariffs are in place. Cross-border
98% capacity is allocated through SEE CAO or
bilaterally.

Deregulation of wholesale prices in Re-
publika Srpska is pending adoption of the
new Electricity Law. The balancing market
is functional, whereas day-ahead market
establishment depends on the adoption of
the new law at the state level.

57%

The retail market is liberalized. Prices are
deregulated, except for households and
small customers. Competition is still to be
developed.

81%

Cross-border balancing cooperation is
established with all the neighbouring
transmission system operators. Market
coupling is pending the adoption of the law
and establishment of a power exchange.
The Connection Network Codes are partially
transposed.

The provisions for access to transmission and distribution net-
works are transposed and implemented in a compliant manner.
Cross-border capacity on two borders is allocated through the
SEE CAO regional platform, while bilaterally coordinated mech-
anisms are applied on the border with Serbia and for intraday
allocations.

Regulation of wholesale prices still exists in the law of Republika
Srpska for the electricity from state-owned generators used for
universal supply. The new draft Law is expected to overcome
this non-compliance. The draft Law on Regulator, Transmission
and Electricity Market aiming to transpose the Third Energy
Package on state level has not been adopted, which effectively
prevents the establishment of organized markets. The indepen-
dent system operator NOS BiH operates a competitive balancing
market with growing liquidity on the overall territory of Bosnia
and Herzegovina, including both balancing reserve capacity and
balancing energy.
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Retail Market Opening
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40%

30%
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Supply to active eligible customers in % for Bosnia and Herzegovina

% Supply to active eligible customers in % for the Energy Community

Source: State Electricity Regulatory Commission of Bosnia and Herzegovina

The retail market is formally liberalized but in practice still dom-
inated by the incumbent utilities which are not active outside
their local area of operation. Retail prices are deregulated, ex-
cept for households and small customers. The incumbents also
provide supply of last resort for a period of two months, avail-
able to eligible customers in case of bankruptcy or revocation
of the license of their supplier or unsuccessful switching.

Adoption of the draft Law on Regulator, Transmission and Elec-
tricity Market is a precondition for the establishment of a power
exchange in Bosnia and Herzegovina and implementation of
the project for market coupling with Croatia, Montenegro and
Serbia. In 2019, there were no activities to advance this project.

Exchanges of balancing services with the transmission system
operators of Croatia and Slovenia are based on the (renewed)
control block agreement, and with Serbia and Montenegro on
bilateral contracts for cross-border delivery of energy for tertiary
control. Notable progress was achieved in transposition of the
Connection Network Codes. The national regulatory authority
SERC adopted a decision transposing the Connection Network
Codes, approved a new grid for transmission developed by NOS
BIH which includes a number of the Connection Network Codes’
provisions and adopted rules on conditions for derogation and
exemptions for emerging technologies. Still, full transposition
of the Connection Network Codes depends on the entity reg-
ulators.
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Bosnia and Herzegovina

Gas Implementation

Transposition

Gas Indicators
Assessement

Implementation Status

Descriptions

None of the three transmission operators
have been unbundled or certified. The
necessary rules are in place only in one

Unbundling

) entity. Distribution of gas is performed

by the same companies engaged in the
supply and trade of natural gas under the
Directive’s de minimis clause.

In the Federation, negotiated access with-
out adopted transmission and distribution
tariffs is applied blatantly against the

) acquis. In Republika Srpska, the tariffs are

applied only for a spur of the transmission
pipeline Karakaj — Zvornik. Third party
access is not implemented at all.

The country’s market, divided into two
separate entity markets, is foreclosed. Nei-

) ther an organized exchange nor any other

trading platform (e.g. virtual trading point
or balancing platform) is in place.

Customers in Federation of Bosnia and
Herzegovina are still captive. In Republika

) Srpska, different suppliers exist, switching

rules are in place and regulated prices
remain only for household customers.

For the single interconnection point be-
tween Serbia and Bosnia and Herzegovina,

there is a technical agreement in place

Access to the networks @
Wholesale market @
Retail market @
Interconnectivity e

Bosnia and Herzegovina is still far away from adopting a state
law, which would regulate the gas market and transpose the
acquis. This is why the country is subject to several infringement
cases in this context as well as penalizing measures by the Min-
isterial Council since October 2015.

Whereas Federation of Bosnia and Herzegovina has not been
willing to move ahead without a consensus on broader insti-
tutional competences at the state level, Republika Srpska has
acted unilaterally and adopted an entity gas law.

At present, Republika Srpska has to a large extent transposed
the Third Energy Package in the gas sector by adopting a gas
law in 2018. By doing so, however, it also decoupled its legal
and regulatory framework from the state level and consequently
the other entity, which will be detrimental to gas market inte-
gration of the country.

since 2017, which does not comply with
the Network Code on Interoperability and
Data Exchange.

Federation of Bosnia and Herzegovina continues to apply a
non-compliant government decree from 2007 and has refused
to transpose virtually all key principles of the gas acquis.

The Agreement on Removal of a Serious and Persistent Breach
under the Energy Community Treaty in the gas sector, signed
in 2016 in Sarajevo, and all subsequent commitments have not
been honoured by any party from Bosnia and Herzegovina.

The priorities remain the same as in all previous reporting years.
Both entities and the state authorities must find a compromise
solution under the Energy Community rules to implement the
Third Energy Package provisions on the whole territory of Bosnia
and Herzegovina. This is even more urgent as the demand for
natural gas in Bosnia and Herzegovina rises continuously, and
the country is forecasting ambitious gas investment plans. With-
out a robust regulatory framework and stable market-friendly
rules to attract traders, investments and secure gas supplies will
remain unfulfilled.
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Retail Market Opening
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Gas supplied to active eligible customers as % of total supply in Bosnia and Herzegovina
% Gas supplied to active eligible customers as % of total supply in the Energy Community

Source: State Electricity Regulatory Commission (SERC), compiled by the Energy Community Secretariat

2018
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. Bosnia and Herzegovina
I I I National Authorities

Regulatory Authority

64% 36% 68% 59% 66% 76% 78% 51% 65%

The State Electricity Regulatory Commission (SERC) is the only Contracting
Party regulator whose legal set-up does not comply with the Third Package
requirement for a single regulatory authority for electricity and gas at
national level. This has been subject to several infringement procedures.
Despite the legal shortcomings, SERC is proactively performing its limited
duties. The establishment of a front-running electricity balancing model

is an excellent example. SERC ranks amongst those regulators that

partly transposed the Network Code Regulations within the limits of its
competences and is the only regulator that adopted exemption criteria, as
foreseen by the Codes. SERC provides long-standing active contributions
to the work of the Energy Community Regulatory Board including via the
role of a working group chair.

BiH

E"IIII] Competition Authority

75% 55% 35% 55% 85% 60% 45% 80% 95%

The body in charge of enforcing competition law at state level is the
Competition Council. Its enforcement activities in the energy sectors are
mainly focused on concentrations. It rendered two decisions regarding
the abuse of dominance in the heating sector: one against KJKP Toplane -
Sarajevo and one against Gradska toplana Doboj, where it found that by
applying their tariff methodology they abused their dominant position on
the market for district heating.

L
@

@ State Aid Authority
35% 30% 35% 25% 75% 50% 55% 75% 60%

The Law on the System of State Aid is enforced by the national State

Aid Council, assisted by a secretariat. The independence of the State Aid
Council is questionable as both the Council and the secretariat depend

on the Government in terms of nomination of its members and financing.
Effective enforcement is hindered by limited human resources. In the
reporting period, the Council rendered a decision finding that a guarantee
provided by Federation of Bosnia and Herzegovina for the loan of EUR 614
million from the Chinese Export-Import-Bank to “Elektroprivreda BiH” for
the Tuzla 7 project does not entail State aid. This decision is subject to an
infringement procedure initiated by the Secretariat and currently in media-
tion under the Dispute Resolution and Negotiation Centre.

BiH
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Oil

Oil Implementation

Transposition

Oil Indicators
Assessement

Bosnia and Herzegovina

Implementation Status Descriptions

Bosnia and Herzegovina does not have
legislation on compulsory stocks of oil and

) petroleum products on the state level and

Stockholding obligation e (o%

there is no national policy to meet the obli-
gations of Directive 2009/119/EC.

No oil stocks policy is in place, therefore,

Availability and (o%

) the availability and accessibility of these

accessibility

stocks are out of the question.

There is currently no monthly oil data
collection being carried out. Such statistics

) would serve as the basis for determining

the amount of stocks to be held in order to
meet Bosnia and Herzegovina’s stockhold-
ing obligations.

(o%

Emergency procedures

) There are no emergency procedures in place

Reporting 6 (o%

Bosnia and Herzegovina is nowhere close to meeting the obliga-
tions of Directive 2009/119/EC. The assistance provided by the
Secretariat on the oil stocks model for an emergency stockhold-
ing system has not been followed up by the Ministry of Foreign
Trade and Economic Relations.

in compliance with Directive 2009/119/EC.

The Ministry of Foreign Trade and Economic Relations should
take the leading role in this effort. It should also coordinate the
work to establish monthly data collection in full compliance with
the Monthly Oil Statistics (MOS). The Joint Organisations Data
Initiative - Oil JODI) Questionnaire is not submitted.
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“ Bosnia and Herzegovina
Renewable Energy

—

o

Renewable Energy Implementation

Renewable Energy
Indicators

Transposition
Assessement

National Renewable
Energy Action Plan

-

Quality of support
schemes

Grid integration

Administrative procedures

Implementation Status

Descriptions

The latest energy statistical data provided by
EUROSTAT revealed that Bosnia and Herze-
govina is moving backwards, only reaching
a 22,7% share of energy from renewable
sources in 2017, which is 2,6 percentage
points below the share of 25,3% registered
in 2016. Many measures described in the
National Renewable Energy Action Plan are
lagging behind.

67%

Feed-in tariffs for various renewable energy
technologies were adopted by both entities.
The feed-in tariffs for wind projects were
removed from legislation in Republika Srpska
48% without being replaced with auctions.
Activities towards the adoption of revised
renewable energy laws to include renewable
energy auctions have not started in any
entity.

A state-level law that imposes priority or
guaranteed access for renewables to the
transmission network and priority dispatch
is not in place. The entity-level renewable
energy laws fail to include priority or guar-
anteed access to the grids but do include
priority dispatch and guaranteed priority of
connection.

60%

The coordination among institutions in-
volved in the authorisation process for small,
decentralised renewable energy producers
52% should be improved in the entities. Increased
clarity and simplification of procedures are
needed to ensure a transparent and condu-
cive investment framework for all applicants.

Articles 17 - 21 of Directive 2009/28/EC
related to sustainability criteria for biofuels
and bioliquids remain non-transposed. The

Renewable energy in

(2)
2

/

current share of renewables in transport

transport

Activities towards the adoption of revised renewable energy laws
that include a market-based approach for granting support, in
line with Guidelines on State aid for environmental protection
and energy 2014 - 2020, have not started in any entity. This is in
spite of the draft amendments to the renewable energy laws of
both entities provided by the Secretariat. Moreover, the removal
of support for wind projects in Republika Srpska is a step in the
wrong direction. Bosnia and Herzegovina must speed up the re-
form of its renewable energy framework.

Renewable energy self-consumption of distributed generation
has to be allowed by the legislation to encourage and enable

is around 1% and far below the planned
National Renewable Energy Action Plan
trajectory.

customers to become prosumers. Furthermore, the administrative
procedures for permitting, construction and licensing need to be
coordinated and streamlined.

The system of issue, transfer and cancelation of guarantees of ori-
gin has to be implemented in both entities. Compatibility with the
standardised European Energy Certificate System and membership
in the Association of Issuing Bodies (AIB) remain to be achieved.

There are no requirements for the use of minimum levels of energy
from renewable sources in new buildings or in existing buildings
that are subject to major renovation. Obligations on the exemplary
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role of public buildings, promotion of heating and cooling systems  The transposition of sustainability criteria as required by Articles
and other requirements regarding biomass, heat pumps and solar 17 - 21 of Directive 2009/28/EC shall be fostered without delay
thermal energy are missing despite the existing potential. to remove the non-compliance with the acquis.

Shares of Energy from Renewable Sources

40,0% ( Sooooooooaooooancacaaomaadaccsncaanaaaaacascaaasacacncaaaaancnadannacnancnanahannannannnnntnnnnnanannndnnnnonannncnanannd @
39,0% 2020 Tazgcoe/t
38,0% ’
37,0%

36,0%

*

30,0%

29,0%

28,0% 26,7%

27,0%
26,0%
25,0%
24,0%
23,0%
22,0% Baseline 22,7%
21,0%  Year

, (I R R R R R R R R R R R R R R A .
18,0% 18,4%

17,0%

18,0%

2009 2010 2011 2012 2013 2014 2015 2016 2017 #2020
Source: EUROSTAT and Agency for statistics of Bosnia and Herzegovina (BHAS)

Total Capacities of Renewable Energy 2018 (MW)

In 2017, Bosnia and Herzegovina achieved a 22,7% share of
renewable energy in gross final energy consumption, way be-
low the 37,9% median trajectory for 2017 - 2018. This is due
to the downwards revision of biomass consumption and lim-
ited investments in newly added renewable energy capacities.

By the end of 2018, the country registered 159 MW of small
hydropower plants, 18 MW of solar PV and 1 MW of biogas. A

, wind project of 51 MW was commissioned at the end of 2018.
Annual capacity

change:
+141 MW 4 The renewable energy share in transport is lower than 1% and

far below the trajectory planned in the National Renewable
Energy Action Plan. Without the sustainability criteria in place,
any contribution of biofuels or bioliquids cannot be counted
towards the target to 2020.

Total capacities of
renewable energy (MW):

@ Large hydropower @ Wind
@® Small hydropower <10 MW @ Solar 2 3 O 6
@ Pumped storage @ Biogas

Source: Ministry of Foreign Trade and Economic Relations of Bosnia and Herzegovina
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Energy Efficiency

Energy Efficiency Implementation

Energy Efficiency
Indicators

Transposition
Assessement

National Energy Efficiency
Action Plans and Targets

v

Energy efficiency in
buildings

ESCO market development
and financing

Energy efficient products -

Implementation Status

522 [

Bosnia and Herzegovina

Descriptions

State and entity level working groups are in
the process of preparing a new NEEAP. The
specific targets (for renovation of central gov-
ernment buildings and the energy efficiency
obligation scheme) are still not set, but most
of the activities have been finalized and are
awaiting political decisions.

66%

Both entities are updating secondary legisla-
tion and training experts for the certification
of buildings. An updated regulation on
energy audits and energy certification of
buildings was adopted in Federation of
Bosnia and Herzegovina in November 2018.
Activities related to the transposition of
Directive 2010/31/EU into the primary legisla-
tion of Brcko District have started.

In June 2018, model contracts and a legal
gap analysis were developed. Yet, little gen-
uine progress has been achieved in the past
year. Notwithstanding the principal recogni-
tion of ESCO projects in current legislation,
the ESCO market is not functioning and
significant legal gaps remain in terms of pub-
lic procurement and multi-year budgeting,
adoption of model ESCO contracts, etc.

53%

No progress was registered in the reporting
period. Republika Srpska adopted nine

-/

delegated regulations back in 2016, while

labelling

-

Institutional capacities

Bosnia and Herzegovina submitted its third Annual Report under
the Energy Efficiency Directive to the Secretariat in July 2019. Be-
sides improving information and energy management systems
and drafting secondary legislation and a new National Energy
Efficiency Action Plan (NEEAP), limited progress was made in
the last twelve months. Implementation of energy efficiency
legislation is still not sufficient and further actions are necessary
to achieve full compliance.

The first priority is the adoption of the NEEAP and transposition
of the Energy Efficiency Directive and the new Framework En-
ergy Labelling Regulation through amendments of the existing
primary legislation in the two entities and Brcko District.

v D

no activities at all took place in Federation of
Bosnia and Herzegovina and Brcko District.

Each entity established an energy efficiency
and environmental fund, however, the, ca-
pacities of ministries and surveillance bodies
remain weak. The Permanent Coordination
Group and ad-hoc technical working groups
were established to coordinate the work on
energy efficiency between state and entity
levels, with participation of public institutions
and international donors.

For the Federation, the priority is to implement in parallel the
Law on Energy Efficiency through adoption of secondary leg-
islation. For Republika Srpska, the priority is to complete the
implementation of the Buildings Directive.

Energy efficiency criteria should be introduced in state pub-
lic procurement procedures and public—private partnership
schemes made attractive for energy efficiency projects in order
to boost the creation of an energy efficiency market.
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Energy Efficiency Indicators

Primary Energy Consumption (PEC)
in 2017 and trends

Energy sector
consumption

) 6%
Final energy

consumption
52%

Transformation
40%

2017 PEC: 7509 ktoe
PEC annual change:
+0,8% 4

2020 PEC Target:
7068 ktoe

Distribution
losses

2% Energy intensity,

Final Energy Consumption (FEC)
in 2017 and trends

Residential
30%
Transport
36%
2017 FEC: 4316 ktoe
FEC annual change:
+0,4% 4
2020 FEC Target:
4039 ktoe
Services
10%
Industry
24%

2017 value and trends:
0,51 ktoe/mil EUR, - 2,4% ¥

Source: EUROSTAT 2019 data and the Contracting Party's Annual Reports under Directive 2012/27/EU

Implementation of Energy Efficiency Product Regulation Overview
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. Adopted and implemented Adopted, implementation issues detected ’ No progress with adoption/implementation
The new labelling package adopted by the Ministerial Council in November 2018 was not assessed, as the transposition deadline expires in January 2020.

Source: multiple sources of data (EECG reports, NEEAPs etc.), compiled by the Energy Community Secretariat
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Bosnia and Herzegovina

-
4

Environment Implementation

Transposition

Environment Indicators
Assessement

Environmental impact
assessment (EIA) and
strategic environmental
assessment (SEA)

Sulphur in Fuels

Large combustions plants
and industrial emissions

Nature protection

The entity authorities of Bosnia and Herzegovina have to sig-
nificantly increase their administrative capacities dealing with
environmental assessments, which fall under their competence.
For both the environmental impact assessment and the strate-
gic environmental assessment, the implementing authorities
have a too wide margin of discretion. The quality of both types
of environmental assessments has to be improved and early
and effective opportunities must be provided to the public to
participate in the assessment procedures. During the reporting
period, a case concerning a breach of the environmental impact
assessment of a thermal power plant in the Republika Srpska
entity of Bosnia and Herzegovina was subject to a settlement
agreement negotiated under the Secretariat’s Dispute Resolu-
tion and Negotiation Centre. The settlement agreement is yet
to be implemented.

As regards legislation on the sulphur content of liquid fuels, Bos-
nia and Herzegovina has still not rectified the breaches stipulat-
ed in last year's Decision of the Ministerial Council, establishing
a serious and persistent breach under Article 92 of the Treaty.

Implementation Status

Descriptions

The implementation of the provisions of
both Directives on environmental assess-
ments and the level of public participation
still remain weak. The lack of transboundary
assessments remains problematic both at
project and plan/programme level.

The infringement procedure for the lack
of national provisions transposing the
1.00% threshold for heavy fuel oil as well

as the 0.10% threshold for gas oil and the

40%

implementation thereof had to be escalated
due to lack of compliance with last year’s
Ministerial Council decision establishing a
serious and persistent breach.

The National Emission Reduction Plan
(NERP) is in its implementation phase since
1 January 2018. Three plants are being opt-
ed out as of the same date and have already
consumed a part of their remaining 20.000
operational hours.

In Federation of Bosnia and Herzegovina,

a Biodiversity Strategy and Action Plan is

in force since 2016 and a network of pro-
tected areas is established, albeit without
effective protective measures. In Republika
Srpska, the 2025 Biodiversity Strategy con-
cedes that an ecological network still needs
to be established.

The emission limit values for existing plants in the secondary
legislation of both entities of Bosnia and Herzegovina are in
compliance with the Large Combustion Plants Directive. The
NERP of Bosnia and Herzegovina, approved by the Secretariat,
is in compliance with the Energy Community acquis commu-
nautaire and is being implemented since January 2018. Three
plants are being opted out, meaning that they can only remain
in operation for not more than 20.000 operational hours and
until December 2023 at the latest. Sufficient financing must be
ensured by the operators of combustion plants in order to fol-
low through with the implementation of the NERP. The current
emissions from large combustion plants under the NERP show
compliance with the ceiling for nitrogen oxides and dust, while
in the case of sulphur dioxide, there is significant non-compli-
ance which has to be addressed.

As regards the provisions of the Wild Birds Directive, two nature
reserves, three national parks, sixteen nature monuments, five
nature parks and two areas for resource management were
established. A 2015 - 2020 strategy for biodiversity and land-
scape protection and an action plan for its implementation are
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in place. However, the list of potential Natura 2000 sites and  publika Srpska needs to be established as identified by the 2025
secondary legislation on effective measures against the delib-  Biodiversity Strategy. In the planning, environmental assessment
erate killing or hunting of wild birds, deliberate destruction or  and construction processes of power plants (including hydro,
damaging of nests and eggs and/or removal of their nests are  wind and solar), particular regard has to be taken to the appro-
yet to be adopted. Furthermore, the ecological network in Re-  priate assessment as provided by nature protection legislation.

Installations under the Large Combustion Plants Directive

Source: compiled by the Energy Community Secretariat

Total emissions from Large Combustion Plants in 2018

Source: compiled by the Energy Community Secretariat

Amount of operational hours used from opt-out period

TPP Tuzla 3

X

TPP Tuzla 4

X

TPP Kakanj 5

X

*Calculations for the expected expiry of the opt-out period are based on the current load factor.
Source: compiled by the Energy Community Secretariat

13

10

236.960 tonnes

20.853 tonnes

2.494 tonnes

December 2023
17.052
2.948

May 2021
14.078
5.922

February 2021
13.663
6.337

1 January 2018 marks the beginning of the opt-out period.
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O

: . Transposition
Climate Indicators P

Assessement

National greenhouse gas

Implementation Status

Descriptions

Bosnia and Herzegovina does not have a
clearly defined system for GHG emission data
collection and processing, quality assurance
and control of input data, or a reporting

and monitoring system. A Climate Change
Adaptation and Low Emission Development

Strategy of 2013 covering the period 2013 —

2025, is currently being updated. Its integra-
tion into all relevant sectors is slow. Bosnia
and Herzegovina is working on a National
Adaptation Plan (NAP) which will integrate
more specific policies, measures and projects
into sectoral strategies.

In February 2019, Bosnia and Herzegovina
launched a national working group to work
on its National Energy and Climate Plan

emissions monitoring and -
reporting systems
National Energy and

(NECP). Preparatory work on the analytical

Climate Plans (NECPs)

Bosnia and Herzegovina is a non-Annex | country to the United
Nations Framework Convention on Climate Change (UNFCCC)
and ratified the Paris Agreement in March 2017. The third Na-
tional Communication and the second Biennial Update Report
on Greenhouse Gas Emissions were adopted by the Council
of Ministers and submitted to the UNFCCC on 13 June 2017.
Preparation of the fourth National Communication and the third
Biennial Update Report on greenhouse gas emissions is ongoing
since 2018. Collection of data up to the year 2017 and sub-
mission of reports in 2020 and 2021 respectively are expected.

In its Nationally Determined Contribution (NDC), Bosnia and
Herzegovina aims to achieve emission reductions of 2% by
2030, compared to the business-as-usual scenario. This would
mean 18% higher emissions compared to 1990. More signifi-
cant efforts with international support would result in emission
reductions of 3% compared to 1990 (23% reduction compared
to the business-as-usual scenario). Since 2018 the country is
preparing its NDC Implementation Plan, which is expected to
be adopted in 2020.

and technical aspects of the NECP is at an
initial stage, focusing on the identification
of the base year for GHG emission reduction
and calculation of national targets.

Climate change issues remain peripheral to most institutions
in Bosnia and Herzegovina, which is also manifested by the
insufficient legislation regulating this issue. Although Bosnia
and Herzegovina is reporting regularly to the UNFCCC, climate
change should be addressed in a systematic manner at national
level, going beyond the current project approach mainly coor-
dinated by UNDP.

Bosnia and Herzegovina should adopt national legislation on
climate change and transpose the Monitoring Mechanism Reg-
ulation. It should strengthen institutional capacities and formally
define competences and responsibilities in this area. This in-
cludes the establishment of a greenhouse gas inventory system
at national level, in accordance with the requirements of Regu-
lation (EU) 525/2013. The country should also develop technical
models assessing climate change scenarios and impacts on all
sectors of the economy, including a concrete timeframe for
priority actions and a list of financial commitments to finally
implement its strategy on climate change.
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Infrastructure

Infrastructure Implementation

Transposition

Infrastructure Indicators
Assessement

Implementation Status

Bosnia and Herzegovina

Descriptions

An analysis performed by the Ministry of
Foreign Trade and Economic Relations
indicated that the optimal solution for

) Bosnia and Herzegovina is to designate

one state-level competent authority, one
competent authority for each entity and one
for the Brcko District. Neither authority was
designated to date.

The manual of procedures was not pub-

D) lished to date, neither by the entity nor

state-level authorities.

To date, the national regulatory agency did
not publish the methodology or the criteria

D) used to evaluate investments in electricity

National competent °

30%
authority -
Manual of procedures °
National regulatory e &
authority involvement

Bosnia and Herzegovina did not transpose Regulation (EU)
347/2013. For this reason the Ministerial Council infringed
Bosnia and Herzegovina.

Bosnia and Herzegovina's authorities must urgently adopt a
legal act that will ensure transposition of the Regulation into
its national legislation.

PECI/PMI projects

and gas infrastructure projects and the
higher risks incurred by them.

The Regulation’s transposition in this Contracting Party is partic-
ularly important due to its potential to facilitate the realization
of ongoing strategic infrastructure projects, which will improve
the security of supply and overall operation of the energy system
in both electricity and gas, as well as positively influence the
regional market.
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Bosnia and Herzegovina

I Statistics

Statistics Implementation

Transposition
Assessement

Statistics Indicators

Annual statistics

Implementation Status

oo D

Descriptions

The questionnaire on final energy con-
sumption of households in 2017 was not
transmitted to EUROSTAT in time. The five
annual questionnaires were submitted.

Monthly reporting for oil and natural gas is

Monthly statistics @ D) missing, as well as all short-term monthly
data.
. \ The quality report on energy statistics was
Quality report () i
Price statistics for electricity and natural gas
Price statistics @ for 2018 were compiled and transmitted in

Energy statistics are produced by the Agency for Statistics of
Bosnia and Herzegovina (BHAS), based on a memorandum on
cooperation between entity statistics institutions. The full set
of annual energy statistics has been compiled and transmitted
to EUROSTAT following the defined procedure although with
considerable delay.

The data on energy consumption of households reported for
2017 were revised but without a revision of the full data series.
The breakdown of the energy consumption of households per
final use is not transmitted in time for dissemination, as required
by the acquis. The quality report for annual statistics was trans-
mitted to EUROSTAT.

accordance with the acquis.

BHAS started to compile monthly reports for electricity and coal,
but monthly oil and natural gas data are still missing.

The prices of electricity and natural gas charged to industrial and
household end-users, broken down per consumption band and
per taxation level, as well as the breakdown of components of
electricity and natural gas prices, are compiled and submitted
to EUROSTAT.

National statistics institutions have to pay special attention to
meeting the quality related requirements, including the com-

pleteness, timeliness, quality reporting and revision policy.

Completing monthly data, primarily oil, requires urgent action.
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* Georgia

Summary Implementation

Summary Indicators

y

Electricity

Gas

il

Renewable

Energy

Energy
Efficiency

Environment

Climate

Infrastructure

Statistics

Transposition
Assessement

Implementation Status

[ B

- [B2

D

-

=

. 17%

Descriptions

Implementation in the electricity sector
of Georgia is yet to begin.

Implementation in the gas sector of
Georgia is yet to begin.

Implementation in the oil sector of
Georgia is yet to begin.

Implementation in the renewable
energy sector of Georgia is still at an
early stage.

Implementation in the energy efficien-
cy sector of Georgia is still at an early
stage.

Implementation in the environment
sector of Georgia is is moderately
advanced.

Implementation in the climate sector
of Georgia is still at an early stage.

Implementation in the infrastructure
sector of Georgia is yet to begin.

Implementation in the statistics sector
of Georgia is almost completed.

Georgia / 55



Georgia

Electricity Implementation

Transposition

Electricity Indicators
y Assessement

Implementation Status

Descriptions

) Unbundling of transmission and distribution

system operators is not implemented.

) Third party access is not implemented in a

compliant manner.

The wholesale market is based on bilateral

) contracts and a day-ahead market is still to

be established.

The retail market is liberalised for large in-

) dustrial customers. All other retail customers

are supplied by the electricity distribution
companies at regulated prices.

Georgia is not interconnected with other
Contracting Parties or EU Member States.

) Thus, no regional integration at the Energy

Unbundling e (]
Access to the networks e
Wholesale market @
Retail market e
Regional integration* @ [ |

The legislative framework of Georgia does not transpose the
requirements for unbundling of transmission and distribution
system operators as foreseen by Directive 2009/72/EC. The net-
work ownership scheme in place does not comply with the
requirements for transmission system operator unbundling,
as defined by the electricity acquis. Nevertheless, separate ac-
counting between entities holding more than one license takes
place.

Third party access to the electricity network is granted to certain
categories of customers. The Law on Electricity and Natural Gas
provides that persons or legal entities eligible to sell electricity
directly to customers shall have access to the electricity trans-
mission and distribution systems of the relevant licensees. The
Electricity Market Rules prevent licensed network enterprises
from denying interested parties access to their networks, unless
such a refusal is justified by network congestion or non-payment
of the network tariff. The network tariffs set by the regulator are
based on the incurred expenses and the volume of transferred
electricity.

The wholesale electricity market in Georgia is based on bilater-
al direct contracts between sellers and buyers, which become
effective upon registration with the Electricity System Com-

Community level is taking place at present.
The Connection Network Codes are includ-
ed in the national grid code.

mercial Operator (ESCO). Any person wanting to participate in
wholesale trade must register with ESCO which is responsible
for providing balancing electricity to the market participants.
The Government launched an initiative to establish an operator
of day-ahead, intraday and balancing markets.

Electricity trade on the balancing market is carried out only
through ESCO. The price of balancing electricity is formed on a
monthly basis by ESCO, based on the average weighted price
of the imported electricity and balancing electricity, purchased
from various domestic producers.

Transparency Regulation (EU) 543/2013 on submission and pub-
lication of data in electricity markets has not been transposed.

The Electricity Market Rules set the minimum electricity con-
sumption threshold for large consumers to purchase electricity
under non-regulated conditions. Based on recent changes in-
troduced in the current legislation, the Government of Georgia
defined new criteria for consumers procuring electricity directly
from the generators and wholesale suppliers under negotiated
prices. In practice, fifteen large industrial customers are supplied
at non-regulated prices.
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Retail Market Opening
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All other retail customers are supplied by the electricity distribu-
tion companies at regulated prices. The electricity distribution
and supply activities in Georgia are not separated, which rep-
resents a substantial barrier to the development of a competitive
retail electricity market.

The electricity system of Georgia is interconnected with the
systems of all neighbouring countries. Georgia's power system

mainly operates in a synchronous regime with the systems of
the Russian Federation and Azerbaijan. In addition, the Georgian
power system operates in a parallel asynchronous regime with
the system of Turkey.

Amendments to the Grid Code were adopted by the national
regulator GNERC, including the Connection Network Codes.
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Georgia

Gas Implementation

Transposition

Gas Indicators
Assessement*

Implementation Status

Descriptions

The transmission system operator is
legally and to a large extent functionally
independent from other gas undertakings.

Unbundling

D) Distribution is still carried out by incumbent

suppliers. Unbundling rules from the Third
Energy Package are yet to be established
and implemented.

A system of transparent and non-discrimi-
natory third party access is yet to be estab-

) lished and enforced. The capacity allocation

procedure does not allow for open and
transparent booking. An entry/exit transmis-
sion tariff methodology is missing.

Wholesale gas prices are deregulated and
based on long-term contractual arrange-

Access to the networks e &
Wholesale market @

) ments. There is no virtual trading point and

all contracts are concluded bilaterally. The
market remains highly concentrated and
illiquid.

The customers’ eligibility right is formal-
ly granted but is underused in practice.
End-user gas retail prices remain regulated

Retail market

) for household customers and thermal power

Interconnectivity

The draft Law on Energy and Water Supplies, which would
transpose the Third Energy Package, was still not adopted at the
time of publication of this Report. The delay has also blocked
the adoption of several secondary legislative acts, including
a new entry/exit transmission tariff methodology, which are
indispensable for ensuring compliance with the Third Energy
Package rules by 31 December 2020 as stipulated in the Ac-
cession Protocol.

Georgia should without delay start working on the unbundling
of its vertically integrated undertakings in order to be ready once
the Law is adopted. This would allow establishing a system for
open and transparent access to gas networks and putting in
place the necessary instruments for efficient supplier switching.

In terms of gas market design, no changes took place during
this reporting period. Intergovernmental agreements and long-

plants. The necessary legal instruments
for customer protection are yet to be
established.

Georgia has well-developed cross-border
connections with all neighbouring gas
systems. However, diversification of external
gas supplies remains an issue. A gas emer-
gency plan is yet to be developed.

term contracts continue to provide gas supplies to Georgia while
keeping the Georgian wholesale and retail gas markets illiquid
and foreclosed. Reforms aiming at facilitating the entry of new
market entrants, the diversification of suppliers and the intro-
duction of new instruments on the wholesale gas market should
follow as well. In particular, the reform of the wholesale gas
market should continue after the adoption of the Gas Market
Concept Design.

Georgia continues to remain a net importer of gas and no new
investments in addition to the existing cross-border connections
with neighbouring gas systems have taken place. The country is
on the onshore route for the transit of Azeri and Russian gas to
Turkey and Armenia respectively. The potential development of
an organized gas market in Turkey could provide opportunities
for increased trading and a more strategic role for Georgia in
the region.
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Retail Market Opening
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I I I National Authorities

Regulatory Authority

64% 36% 68% 59% 66% 76% 78% 51% 65%

E"IIII] Competition Authority

75% 55% 35% 55% 85% 60% 45% 80% 95%

@ State Aid Authority

35% 30% 35% 25% 75% 50% 55% 75% 60%

Georgia

The Georgian National Energy and Water Supply Regulatory Commission
(GNERQ) is the single nation-wide regulator in electricity and gas with a
large degree of independence, including budgetary autonomy. Central
legal shortcomings entail the lack of a limit for the renewal of commis-
sioners’ terms, criteria for their selection and the missing competence to
approve market rules. The applicable penalty level is below the require-
ments of the acquis. The authority was unable to take decisions for one
month due to delayed appointment of the chairperson. A recent legislative
change overcame the deadlock but introduced a new risk as the required
majority for a quorum can lead to a perpetual stalemate due to tied votes.
The reduction of the chairperson’s term from six to three years also entails
instability. Staff has shown high readiness to engage in ECRB activities. GN-
ERC has included the electricity Network Code Regulations in the national
grid code.

The Competition Agency is responsible for the enforcement of competi-
tion law in Georgia in general. However, the regulatory authority, GNERC,
is responsible for enforcement in the regulated sectors of the economy,
including electricity and natural gas. GNERC does not have the same
effective enforcement tools as the Competition Agency. GNERC has never
pursued a case based on infringements of competition law.

The Competition Agency is also responsible for the enforcement of State
aid law in Georgia. However, its competence is limited due to a narrow
definition of State aid, which only covers decisions with regard to an un-
dertaking, but not any other acts with regard to certain energy resources
as well as support schemes. Amendments to the Competition Law are
currently being drafted, including changes to the State aid rules. The State
aid acquis is not effectively enforced in Georgia due to the inactivity of the
Competition Agency.
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Oil

Oil Implementation

Transposition

Oil Indicators
Assessement

Implementation Status

Descriptions

Georgia holds no emergency oil stocks at
present. Following technical assistance by the

) Secretariat, the draft of the Qil Stockholding

Act was submitted to the Ministry of Energy
in December 2017.

The draft Oil Stockholding Act foresees that

) the compulsory stockholders shall ensure

that emergency stocks are available and
physically accessible at all times.

According to the draft Oil Stockholding Act,
the Central Stockholding Entity shall submit
at the end of each month a statistical sum-
mary to the Statistical Agency. The summary
shall include the level of compulsory emer-

) gency stocks held on the last day of each

calendar month calculated based on the
number of days of net imports or based on
the number of days of domestic consump-
tion. The Joint Organisations Data Initiative
(JODI) Questionnaire is not submitted.

Currently, no procedures are in place to re-
lease emergency oil stocks. However, in the
event of a disruption in supply, the release
of the stocks is decided by a decree of the

) Minister. Where there is an effective interna-

Stockholding obligation g o =
Availability and 6 -
accessibility €=
Reporting g @ =
Emergency procedures 6 @ =

The Secretariat assisted Georgia in aligning its legislation with
the Energy Community oil acquis. A five-year Action Plan (2018
- 2023) for oil stockholding, the Oil Stockholding Act of Georgia
and the related annexes were drafted and consulted with all
relevant stakeholders in the country.

Under the new legal framework, the emergency stockholding
obligation applies to economic operators, which import or man-
ufacture crude oil or petroleum products. Thus from 1 January
2023 when the legislation should be in force, every compulsory
stockholder will be required to hold emergency stocks equal to

tional decision regarding the release of the

stocks, the Government is entitled to decide
on the release of the stocks as fulfilment of
its international obligations.

25% of its imports of crude oil or petroleum products during
the reference year.

At the end of 2017 and the beginning of 2018, the Ministry
of Energy was merged with the Ministry of Economy and Sus-
tainable Development. This led to a delay in the adoption of
the legislation and the composition of stocks was postponed.
Another round of consultations with stakeholders is to address
previously raised concerns, such as the lack of stocking facilities;
impact of the obligations on small importers; effect of such
obligations on the retail prices, etc.
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Renewable Energy Implementation

Renewable Energy
Indicators

Transposition
Assessement

National Renewable
Energy Action Plan

Quality of support
schemes

Grid integration

Administrative procedures

-
-
-

Renewable energy in

Implementation Status

36%

35%

Descriptions

The National Renewable Energy Action Plan
was adopted by the Ministry of Economy
and Sustainable Development on 3 October
2019. The country is not obliged to set

a binding 2020 renewables target but it
shall describe the policies and measures to
increase the share of renewable energy.

The system of promoting hydropower based
on guaranteed power purchase agreements
is distorting the market and not in line with
State aid rules.

Provisions for guaranteed and priority access
are not transposed in the legislation. Com-
pliant rules on renewable energy integration
into the market and grids are not in place
but a net-metering scheme exists.

55%

Administrative procedures, involving various
authorities, need further attention as they
lack coordination and streamlining.

43%

Sustainability criteria for biofuels and biolig-

(0%

/

uids, which should have been adopted by

transport

The National Renewable Energy Action Plan (NREAP) was adopt-
ed by the Ministry of Economy and Sustainable Development on
3 October 2019. The country does not have a binding target for
renewable energy to 2020 due to its late accession to the Ener-
gy Community. The draft Renewable Energy Law has received
governmental approval and is now in parliamentary procedure.
It is expected to be adopted by the end of 2019.

The introduction of market-based support schemes based on
auctions for the promotion of energy from renewable sources
is envisaged to be implemented subject to the adoption of the
Renewable Energy Law.

31 December 2018, are pending.

According to Georgia’s Accession Protocol, sustainable criteria
for biofuels and bioliquids should have been adopted by 31
December 2018, which was not achieved. The NREAP includes
measures for the transport sector, and the draft law defines
overall principles and responsibilities with respect to the pro-
motion of biofuels. Nevertheless, secondary legislation will be
required to ensure proper implementation of Articles 17 to 21
of Directive 2009/28/EC.
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Total Capacities of Renewable Energy 2018 (MW)

211

Annual capacity

change:
+9 MW 4

@ Wind
@ Solar

@ Large hydropower
® Small hydropower <10 MW

Source: Ministry of Economy and Sustainable Development

Albeit not having a binding target to 2020, Georgia is taking
further steps to increase the promotion of renewable energy
beyond the development of hydropower. This will ensure con-
tribution to the climate objectives, diversification of the energy
mix and increasing security of electricity supply.

In addition to approximately 3.000 MW of large hydropower
plants, 193 MW of small hydropower, 21 MW of wind and
one MW of solar PV were in operation in Georgia by the end
of 2018.

The introduction of auctions for the support to renewable
energy will enable a cost-effective development of renewable
energy for the benefit of energy users in Georgia.

Total capacities of
renewable energy (MW):

3179
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Georgia

Energy Efficiency Implementation

Energy Efficiency
Indicators

Transposition
Assessement

National Energy Efficiency
Action Plans and Targets

-

Energy efficiency in
buildings

ESCO market development
and financing

Energy efficient products -
labelling

O © 6 0

Institutional capacities

According to its Accession Protocol, Georgia’s transposition
deadlines are: 31 December 2018 for the Energy Efficiency Di-
rective, 30 June 2019 for the Energy Performance in Buildings
Directive and 31 December 2018 for the Energy Labelling Di-
rective.

In the reporting period, Georgia made progress with preparation
of the primary legal framework. The first priority remains the

Energy Efficiency

Implementation Status

Descriptions

The first draft NEEAP was finalised in
2017 and later updated in 2018, and the
measures were extended up to 2020. Yet,

) the Government has not adopted the plan.

This is a significant drawback as it would
have been the crucial first NEEAP adopted
in Georgia in line with the Energy Efficiency
Directive.

After the Parliament’s first reading, the Law
on Energy Performance in Buildings was
returned to the Government for clarification

) of its impact on building costs. Following

a governmental analysis submitted to the
Parliament, the Law is expected to be
approved before the end of 2019.

The energy services market is not yet devel-

) oped and there are no projects implement-

ed with ESCO financing to date.

Nine of the eleven mandatory labelling reg-

) ulations are prepared but not adopted yet.

220 D

The Law on Labelling is currently debated in
Parliament.

The draft Energy Efficiency Law establishes
a Department for Energy Efficiency in the
Ministry of Economy and Sustainable De-
velopment. It will need significant capacity
building.

adoption of the Laws, all of which are currently pending in the
Parliament, before the end of 2019.

The second priority is to update the draft National Energy Effi-
ciency Action Plan and start its implementation.

Finally, Georgia should adopt the necessary by-laws to ensure
full implementation of the energy efficiency acquis.
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Energy Efficiency Indicators

Primary Energy Consumption (PEC)
in 2017 and trends

Energy sector  Transformation
consumption g9,

0,5% Distribution losses

4%

2017 PEC: 4576 ktoe
PEC annual change:
+0,4% %

2020 PEC Target:
Not available

Final energy
consumption
90%

Energy intensity,

Final Energy Consumption (FEC)
in 2017 and trends

Other sectors

5%
Residential
Transport 33%
32%
2017 FEC: 4142 ktoe
FEC annual change:
+1,0% %
2020 FEC Target:
Not available
Services
1%
Industry
19%

2017 value and trends:
0,41 ktoe/mil EUR, - 3,9% ¥

Source: EUROSTAT and World Bank 2019 data and the Contracting Party's Reports

Implementation of Energy Efficiency Product Regulation Overview
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. Adopted and implemented Adopted, implementation issues detected No progress with adoption/implementation
The new labelling package adopted by the Ministerial Council in November 2018 was not assessed, as the transposition deadline expires in January 2020.

Source: multiple sources of data (EECG reports, NEEAPs etc.), compiled by the Energy Community Secretariat
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. : Transposition
Environment Indicators P

Assessement

Environmental impact

Implementation Status

Descriptions

With the new legislation just having entered

AesEEEmE (E1-) e () into force, implementation of environmental
strategic environmental impact assessments is at an early stage.
assessment (SEA)
The rules on land-based fuels were adopted
. in May 2017 and preparation for their imple-
SU|phur in Fuels ‘ 5014 mentation is ongoing. Rules on marine fuels
are not yet adopted.
. ia i hat the transposition of
Lar combustions plant Georgia is to ensure t| p
arge combustions plants - the provisions of both directives takes place
and industrial emissions by the deadlines in the Accession Protocol.
Georgia must focus its efforts on the estab-
. lishment of effective measures in the protec-
Nature protection ‘ 532 tive areas as well as the further designation

The Environmental Assessment Code is in force since 1 January
2018. This is the first comprehensive piece of legislation cover-
ing both environmental impact assessments and strategic envi-
ronmental assessments. Two Ministerial Orders necessary for the
implementation of the Law (one related to the rules on public
hearings and one to the procedure for the remuneration of
public experts) were also adopted. The Ministry of Environment
Protection and Agriculture acts as competent authority for both
types of environmental assessments, including transboundary
ones. The Environmental Assessment Code is in compliance with
the provisions of both Directives on environmental assessments.
Georgia needs to step up its efforts to ensure that the proce-
dures are carried out in accordance with the Environmental
Assessment Code.

As regards legislation on the sulphur content of liquid fuels,
the Government Order on the establishment of sulphur content
limit values in certain liquid fuels, transposing the requirements
and thresholds of the Directive for heavy fuel oil and gas oil
into national law, is in force since 2017. National legislation
transposing the requirements of the Directive for marine fuels

of such areas.

has been drafted but not yet adopted. In accordance with Geor-
gia's Accession Protocol to the Energy Community Treaty, the
Directive must be fully implemented only by 1 September 2021.

With regard to large combustion plants, Georgia plans to adopt
the draft Law on Industrial Emissions and a by-law on special
provisions for combustion plants by the end of 2019. The drafts
were developed in line with the provisions of the Industrial Emis-
sions Directive. Georgia has to urgently step up its efforts in
this domain.

With regard to nature protection, the draft Law on Biodiversity
is currently being developed. Further steps were taken under
the Bern Convention with the official adoption of a total of 39
Emerald sites in Georgia. Furthermore, seven candidate sites
were included on the Emerald list. Three lakes (Madatapa, Khan-
chali and Bugdasheni) and the Chorokhi Delta are planned to
be designated as Ramsar Sites by the end of 2019. Ensuring
the proper functioning of the Emerald Network, which is highly
compatible with the Natura 2000 network, would be beneficial
for the future classification process.
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Installations under the Large Combustion Plants Directive

Source: compiled by the Energy Community Secretariat

Total emissions from Large Combustion Plants in 2018

0 tonnes

659,11 tonnes

0 tonnes

Source: compiled by the Energy Community Secretariat
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Transposition

Climate Indicators
Assessement

National greenhouse gas

Implementation Status

Descriptions

National GHG inventories are elaborated
following the 2006 IPCC methodology. The
legislative framework and software tool for
GHG data management is still under develop-

) ment, therefore compliance with Regulation

(EU) 525/2013 is not ensured. The Low Emis-
sion Development Strategy was drafted. Its
adoption is pending. Georgia is also working
on a Climate Action Plan (CAP) (2021 - 2030)
for its NDC implementation.

An inter-ministerial consultation took place,
however, preparatory work at national level
on the analytical and technical aspects of

emissions monitoring and -
reporting systems
National Energy and @

) the National Energy and Climate Plan (NECP)

Climate Plans (NECPs)

Georgia ratified the Paris Agreement and, as a non-Annex | party
to the UNFCCC, submitted its third National Communication,
which inter alia includes a Climate Change Strategy, a national
inventory of greenhouse gases and measures for mitigation of
GHG emissions. Preparations of the fourth National Communi-
cation are ongoing. Georgia submitted its first Biennial Update
Report in 2016 and its second Biennial Update Report, accom-
panied by the National Inventory Report, in June 2019.

In 2015, the Government of Georgia in its Nationally Deter-
mined Contribution (NDC) to the UNFCCC pledged uncondi-
tionally to reduce GHG emissions by 15% below the business as
usual (BAU) scenario by 2030. The conditional one (subject to
international support) represents a 25% reduction below BAU
by 2030. In absolute terms, a 15% reduction below BAU would
mean about 32% below the 1990 level, and a 25% reduction
below BAU would mean approximately 41% below the 1990
level. Georgia is currently working on its NDC revision and since

(reference and policy scenarios, templates)
has not started. A national working group on
the NECP has not been set up yet.

2018, it is developing a Climate Action Plan for 2021-2030
meant to implement the NDC across all relevant sectors.

Georgia has no dedicated legislation on climate change. How-
ever, the Law on Air Protection was amended in 2016 to include
some climate provisions and a set of normative acts related to
climate (Law on Fluorinated Greenhouse Gases, Law on Ozone
Depleting Substances) was drafted in 2017 to fulfil the country’s
commitments under the Georgia-EU Association Agreement, as
well as the NDC.

Georgia should prepare and adopt dedicated climate change
legislation, along with the prompt adoption of the draft Low
Emission Development Strategy (LEDS). Although the integration
of energy and climate policies has not become a state priority
yet, the inter-ministerial coordination for the purpose of devel-
oping LEDS as well as the inclusion of climate priorities in the
National Energy Strategy are positive signs.
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Infrastructure Implementation

Transposition

Infrastructure Indicators Implementation Status Descriptions
Assessement
National competent (o% ) The national competent authority has not
authority been appointed yet.
The manual of procedures is yet to be

Manual of procedures ® [ 0% I D) drafted.

: The Georgian national regulatory authority
Natlon,al rggulatory e I ) has drafted but not yet published its meth-
authority involvement odology and evaluation criteria.

Georgia should adopt a legal act to ensure the transposition of ~ Given that the deadline already expired, Georgia should proceed
Regulation (EU) 347/2013, into its national legislation. with the Regulation’s transposition as soon as possible. The
swift implementation of the Regulation should follow.

PECI/PMI projects
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Statistics Implementation

Transposition
Assessement

Statistics Indicators

Annual statistics

Monthly statistics

Quality report

Price statistics

Georgia's compliance with the acquis on statistics is on a good
track. The statistics are produced by the national statistics in-
stitute, GeoStat. The energy balances produced by GeoStat
are in compliance with Annex B of Regulation (EC) 1099/2008
and the five questionnaires were transmitted to and published
by EUROSTAT. In addition, disaggregated data on final energy
consumption of households are reported to EUROSTAT in the
defined questionnaire.

As to the monthly statistics, Georgia collects and disseminates
monthly data for solid fuel, natural gas and oil, as well as elec-
tricity, but monthly oil data are not transmitted to EUROSTAT
yet. Along with improving the timeliness of these collections,
Georgia has to transmit the data to EUROSTAT in order to
achieve full compliance with Annex C and D of Regulation (EC)
1099/2008.

Implementation Status

Descriptions

The five annual questionnaires and the
questionnaire on final energy consumption
of households for 2017 were transmitted to
EUROSTAT.

100% |

Monthly data are collected and disseminat-
65% ed with the exception of oil data. However,
short-term monthly data are transmitted.

The quality report was prepared, but it was
80% not transmitted to EUROSTAT timely for
publication.

Price statistics for electricity and natural gas
for 2018 were compiled and transmitted in
accordance with the acquis.

100% |

Geostat introduced quality assurance procedures and prepares
quality reports for different domains. The report on quality of
transmitted energy data was submitted to EUROSTAT as re-
quired under the Regulation.

The transmitting of prices of natural gas and electricity charged
to end-users, broken down by consumption band, taxation level
and price component, has started with 2018 data.

The only shortcomings in terms of compliance with the statis-
tics acquis are related to the production of short-term monthly
statistics. In addition, the collected data have to be transmitted
to EUROSTAT for dissemination.
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Summary Implementation
Summary Indicators

Electricity
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") Gas*
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Energy

Efficiency
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ﬁg& Climate
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— Infrastructure
'\

||I| Statistics

Transposition
Assessement

Kosovo*

Implementation Status

54%

| |

o =

58%

72%

56%

28%

U

Descriptions

Implementation in the electricity sector
of Kosovo* is moderately advanced.

Implementation in the gas sector of
Kosovo* is still at an early stage.

Implementation in the oil sector of
Kosovo* is yet to begin.

Implementation in the renewable
energy sector of Kosovo* is moderate-
ly advanced.

Implementation in the energy efficien-
cy sector of Kosovo* is well advanced.

Implementation in the environment
sector of Kosovo* is moderately
advanced.

Implementation in the climate sector
of Kosovo* is still at an early stage.

Implementation in the infrastructure
sector of Kosovo* is almost completed.

Implementation in the statistics sector
of Kosovo* is well advanced.

* Due to the lack of a gas market, implementation of the gas acquis is not taken into account in the overall score of Kosovo*.

Overall number of cases

ECS-7/11 State aid

ECS-6/18 Environment
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Kosovo*

Electricity Implementation

Transposition
Assessement

Electricity Indicators

Unbundling

Access to the networks

Wholesale market

Retail market

Implementation Status

Descriptions

The transmission and distribution system
operators are unbundled in a compliant
manner. The transmission system operator
was certified by the regulator.

85%

Network tariffs are public. They are applied
also to generators in a non-compliant man-
ner. The new interconnection line with Alba-
nia is still not allocated. Other cross-border
capacities continue to be allocated by EMS
of Serbia.

62%

The wholesale market is deregulated. A pro-
cedure for short-term trading of generators,
companies with a public service obligation
and system operators was adopted. Balanc-
ing and day-ahead markets are yet to be
established.

44%

Deregulation of supply prices was post-
poned for 35 kV customers until April 2020
and for 10 kV customers until April 2021.

60%

Regional integration of the Kosovo* elec-
tricity market is pending the resolution of
a dispute between the transmission system

Regional integration

/

operators of Kosovo* and Serbia and the

Kosovo*'s progress in the implementation of the Third Energy
Package continued with the completion of unbundling of sys-
tem operators. The regulator certified the transmission system
operator KOSTT in February 2019, taking into account the Secre-
tariat’s Opinion. KOSTT is ownership unbundled and controlled
by the Parliament. Unbundling of the distribution system opera-
tor KEDS from supply activities is in effect since 1 January 2015.

Transmission and distribution tariffs for the period from April
2019 to March 2020 were approved by the regulator ERO.
The network tariff to be paid by generators connected to the
transmission network exceeds the maximum value allowed by
Regulation (EU) 838/2010.

Electricity market opening and development of competition
are stagnating. Limited competition in the wholesale market,
despite its full deregulation, is linked to the lack of regional inte-
gration of Kosovo*'s market. It is still pending the resolution of a
dispute between the transmission system operators of Kosovo*
and Serbia, which should have made progress by the end of
May 2019 according to the Ministerial Council’s decision in
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establishment of a day-ahead market in
Albania. The Connection Network Codes are
included in the national grid code.

Case ECS-3/08 against Serbia. Licensing of a Serbian supplier in
Kosovo*, which is a precondition for the entry into force of the
Connection Agreement between ENTSO-E and KOSTT, did not
happen and negotiations are currently blocked. EMS continues
to allocate the interconnection capacities.

The development of a day-ahead market and its coupling with
Albania slowed down due to a delay in the establishment of
the power exchange in Albania, for which KOSTT expressed an
interest to participate as a shareholder. In the absence of an
organised market, an electricity trading procedure in the form
of an auctioning system for short-term trading of generators,
system operators and electricity companies with a public service
obligation, was approved by the regulator in accordance with
the law. New balancing rules are to be adopted to set a frame-
work for market-based and cross-border balancing cooperation.
The contractual and financial framework adopted for the new
Kosovo e Re power plant raises concerns about a potentially
negative impact on competition development in the electricity
market and its integration. Rules on the Publication of Elec-
tricity Market Fundamental Data, transposing Regulation (EU)



Retail Market Opening
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Source: Ministry of Economic Development

543/2013 on submission and publication of data in electricity
markets, were adopted by the regulator.

Opening of the retail market for medium voltage customers
was again postponed in October 2018. Regulation of supply
prices continues for 35 kV voltage customers by 31 March 2020
and for 10 kV customers by 31 March 2021. Thus, it remains
deregulated for the supply of high voltage customers only. This
decision was not supported by the report on the functioning
of the electricity market, which the regulator is obliged to is-

sue at least every second year. In practice, the supply company
KESCO, which is acting also as a universal supplier and a last
resort supplier, for a period of three years, continues to be the
only active supplier in Kosovo*, despite seven suppliers being
registered. No measures to improve competition in the market
were taken by the regulator.

Amendments to the Grid Code were adopted by KOSTT, with the

regulator’s approval, including the Connection Network Codes
on demand connection and on requirements for generators.
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Kosovo*

Gas Implementation

Transposition

Gas Indicators
Assessement

Implementation Status

Descriptions

There is no transmission system operator for

Unbundling

) gas. According to the Law on Natural Gas,

(] C

the ownership unbundling model is the only
applicable option for a future operator.

Kosovo* has not adopted a tariff method-

Access to the networks

) ology or tariffs. Secondary acts concerning

transmission and distribution are not in
place.

In theory, the gas market is open since 1

Wholesale market

) January 2015 but market rules and concepts

do not exist in Kosovo* as there is no natu-
ral gas supply.

Some elements of Regulation (EU)
2017/1938 were transposed by the national

Retail market

) regulation on security of supply rules. The

@
(] C
@

regulation of natural gas supply or the
exclusion of such a possibility is not covered
by its provisions.

ALKOGAP (an interconnector with Albania)

Interconnectivity

) has received the Project of Energy Community

A 4

Kosovo* has no gas market. To achieve gas penetration in the
future, the adoption of acquis-compliant gas market secondary
legislation is a prerequisite. The creation of an adequate reg-
ulatory framework is crucial for future gas supply to Kosovo*.

During this reporting period, the progress of Kosovo* on this
path was marginal. The improvement of its compliance record
with the Third Energy Package continues to follow a slow pace.
An administrative instruction on security of supply of natural
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Interest (PECI) label.

gas was adopted by the Ministry of Economic Development.

The development of a national gas market would allow Kosovo*
to pursue the energy transition in line with the decarbonisation
agenda, and replace lignite at least to some extent. To achieve
this, Kosovo* should explore all possibilities to connect to the
gas transmission systems of other neighbouring Contracting
Parties. The realisation of gas interconnection projects would
also boost Kosovo*'s energy diversification.
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64%

36%

Kosovo*
I I National Authorities

Regulatory Authority

68%

59%

Kosovo*

66%

76%

@m@ Competition Authority

75%

55%

35%

55%

Kosovo*

85%

@ State Aid Authority

35%

30%

35%

25%

Kosovo*

75%

60%

50%

78%

45%

55%

51%

80%

75%

65%

95%

60%

In the reporting period, the Energy Regulatory Office (ERO) showed a
rather inconsistent regulatory profile: while the authority ranks among
those regulators that successfully certified its national transmission system
operator and included the Network Code Regulations into national rules
even without having in place formal transposition of these rules that would
allow for enforcement by ERO, ERO also postponed electricity market
liberalisation for customers connected to the 35kV level for another year.
This must be considered a failure to promote one of the key regulatory
objectives. Discussions on alignment of staff salaries with those of the
public sector constitute a potential threat to the financial autonomy of the

regulator that is already now facing problems to attract sufficient qualified
human resources.

The authority in charge of enforcing the Law on Protection of Competition
is the Kosovo Competition Authority (KCA). KCA has so far not investigated
any cases in the energy sectors. However, during the reporting period,

it started a cartel investigation on the market for oil derivatives against
fifteen companies. The procedure is ongoing. Last year, KCA identified that
the market for electricity supply is dominated by Kosovo Electricity Supply
Company (KESCO) with only two additional suppliers which are not fully
active yet. It started a sector inquiry of the electricity markets in June 2019.

The authority responsible for enforcing the Law on State Aid consists of a
State Aid Department (SAD), which receives, analyses and monitors notifi-
cations, and a State Aid Commission (SAC), the decision-making body. Due
to the integration of SAD into the Ministry of Finance, its independence is
questionable. Furthermore, SAD still has no sufficient human and technical
resources to actively enforce the State aid acquis. The body has not ren-
dered any decisions so far, and there have been no enforcement activities
in the energy sectors since the Law on State Aid first entered into force in
2014. More specifically, the project Kosovo e Re has not been scrutinized
nor cleared by SAC, which is the subject to a complaint submitted to the
Secretariat.
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Kosovo*
Oil

Oil Implementation

Transposition

Oil Indicators
Assessement

Implementation Status

Descriptions

In 2014, the Law on Compulsory Oil Stock-

) holding was drafted. Its adoption is now

expected by the fourth quarter of 2019.

The draft Law on Compulsory Oil Stockhold-
ing foresees that compulsory oil stocks must

) be available and physically accessible at all

times and not be subject to any retention of
pledge, mortgage, enforcement or seizure.

No oil data collection is currently taking
place and the Joint Organisations Data
Initiative (JODI) Questionnaire is not sub-
mitted. In the new draft Law, it is foreseen

D that each year, the Statistical Agency shall

submit to the Ministry of Trade and Industry
the annual report for the previous year's
net imports and consumption, based on the
monthly data reports.

Currently, no procedures are in place to
release emergency oil stocks. However, the
new draft Law foresees that the Govern-

) ment shall, on a proposal of the Minister in

Stockholding obligation 6 @ =
Availability and 6 -
accessibility «
Reporting 6 " B2
Emergency procedures 6 @ =

In Kosovo*, the main law governing the oil sector is the Oil Mar-
ket Law of 2005, as amended in 2009. The Ministry of Trade and
Industry (responsible for oil and petroleum products) drafted a
Law on Compulsory Oil Stockholding in March 2014. The Law
was expected to be adopted in the fourth quarter of 2016 or
first quarter of 2017. Yet its approval by the Government and
subsequent adoption by Parliament is still pending. This delay is
explained by the Ministry of Trade and Industry due to the Law's
high financial impact and lack of budget. The Ministry of Trade
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charge for oil, adopt a Response Plan with
reserves to be implemented in the case of a
supply interruption.

and Industry and the Ministry of Finance are analysing options
on how to find the needed financial resources. According to
the Government’s legislative programme for the year 2019, the
Law is expected to be adopted by the fourth quarter of 2019.

The Joint Organisations Data Initiative (JODI) Questionnaire is
not submitted.
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Renewable Energy
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Renewable Energy Implementation

Renewable Energy
Indicators

Transposition
Assessement

National Renewable
Energy Action Plan

Quality of support
schemes

Grid integration

Administrative procedures

Renewable energy in

Implementation Status

Descriptions

Kosovo* has registered a 22,9% share of
energy from renewable sources in 2017,
putting the country on the trajectory to
3 reach its 25% target in 2020. This was due
to the revision of biomass consumption for
heating by household customers rather than
investment in renewable energy.

Support schemes based on feed-in tariffs
exist for small HPPs, wind, biomass, biogas,
and solar PV. Following recent solar PV cost
54% reduction, the regulator proposed a revision
of the solar PV feed-in tariffs from 120 Euro/
MWh to 90 Euro/MWh instead of introduc-
ing auctions.

Rules on transmission and distribution grid
connection and access are adopted and
published. The methodology for setting the
cost of connections to the transmission grid
was adopted by the regulator in 2018 but
not published yet.

56%

The regulation on the creation of a one-stop
shop was adopted by the Government at
the end of 2018. An inter-institutional group
was created to streamline the administrative
procedures related to permitting and licens-
ing and remove other investment barriers.

66%

There is no certification scheme defined
or relevant body established to implement

()

0%

/

the sustainability criteria for biofuels and

transport

Amendments to the existing legislation are needed to introduce
renewable energy auctions and enable a cost-effective deploy-
ment of renewable energy in Kosovo*. The drop in the cost of
technologies like wind and solar PV is revealing that renewable
energy is now competitive with fossil fuels but very little has
been done to put Kosovo* on a clean and renewable energy
path. The country must finalize the ongoing revision of the ex-
isting laws and regulatory acts to ensure compliance with the
Guidelines on State aid for environmental protection and energy
2014 - 2020. A reform of support schemes based on premiums
paid on top of the electricity price rather than administrative
feed-in tariffs, remains to be introduced.

Rules on renewable energy self-consumption for distributed
generation to encourage and enable customers to become pro-
sumers have yet to be adopted.

bioliquids. The renewable energy share in
transport is 0%.

The system for the issuing, transfer and cancellation of guar-
antees of origin remains to be implemented by the regulator.

An inter-institutional group set up in 2018 to implement the
regulation for the creation of a one-stop-shop for renewable en-
ergy is working to streamline and simplify the existing permitting
and licensing procedures. Transparency and non-discrimination
among renewable energy producers have to be improved.

In relation to biofuels, there is no certification scheme defined
or relevant body established, thus Kosovo* is not compliant with
Directive 2009/28/EC. The Administrative Instruction on Biofuels
aimed at transposition of Articles 17 - 21 of the Directive was
drafted more than three years ago, but its adoption can be
done only after the Law on Trade in Petroleum Products and
Renewable Fuels is in force. The Law’s adoption is pending for
more than four years. It was submitted to the Parliament at the
end of 2018, but it still not passed.
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Shares of Energy from Renewable Sources
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17,6%

2009 2010 2011 2012 2013
Source: EUROSTAT and Kosovo Agency for Statistics (KAS)

Total Capacities of Renewable Energy 2018 (MW)

Annual capacity

change:
+34 MW 4

@ Large hydropower @ Wind
@ Small hydropower <10 MW @ Solar

Source: Ministry of Economic Development
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2020 Target
25%

24,6%

2014 2015 2016 2017 =+ 2020

In 2017, Kosovo* achieved a 22,9% share of renewable en-
ergy in gross final energy consumption, just in line with its
22,9% median trajectory for 2017 - 2018. This was due to
the revision of biomass consumption for heating by household
customers rather than investment in renewable energy. By the
end of 2018, Kosovo* registered 76 MW of hydropower, 34
MW of wind and 7 of MW solar in spite of their potential to
be deployed cost-effectively.

Kosovo* intends to achieve the 10% target exclusively with
liquid biofuels according to its NREAP. The country envisaged
relying fully on biofuel imports until the end of 2017, after
which domestic production should have contributed to fulfill-
ing the 10% target. However, the actual share is still at 0%,
and a sustainability criteria verification system is not in place.

Total capacities of
renewable energy (MW):
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Kosovo*
Energy Efficiency

Energy Efficiency Implementation

Energy Efficiency
Indicators

Transposition
Assessement

National Energy Efficiency
Action Plans and Targets

Energy efficiency in
buildings

ESCO market development
and financing

Energy efficient products -
labelling

-

Institutional capacities

Kosovo* made progress during the reporting period by adopting
the new Energy Efficiency Law and a set of by-laws to imple-
ment the Energy Performance of Buildings Law. The institutional
framework was strengthened in January 2019 with the estab-
lishment of an independent Energy Efficiency Fund.

To achieve further progress, the main priority is the adoption
of the draft National Energy Efficiency Action Plan (NEEAP) and
secondary legislation to implement the new Energy Efficiency
Law. A Monitoring and Verification Platform (MVP) should be
put into operation and used by the Energy Efficiency Agency for
monitoring and verification of energy savings.

Implementation Status

Descriptions

The new Law on Energy Efficiency set a final
energy cap consumption target for 2020,

an energy efficiency obligation with a 0,7%
target and a 1% annual central government
buildings renovation target. The third Annu-
al Report under Directive 2012/27/EU was
submitted in October 2019. The adoption
of the final draft NEEAP 2019 - 2021 is
pending.

78%

Following the adoption of the Law on Energy
Performance of Buildings in 2016, three

key technical regulations were adopted in
December 2018. A plan for increasing the
number of nearly zero-energy buildings was
drafted and submitted to the Secretariat

in October 2019. The development of the
building renovation strategy is ongoing, as
well as implementation of energy efficiency
programmes for the rehabilitation of residen-
tial and public buildings.

80%

The new Law on Energy Efficiency explicitly
defines an Energy Services Company (ESCO),
energy performance and supply contracts
and sets out the rules for these projects

in line with the acquis. The draft NEEAP
includes measures for the development of
an ESCO market.

53%

The 2012 labelling regulation implemented
only the Ministerial Council Decision from
2010. Kosovo* still fails to implement the
delegated regulations adopted by the
Ministerial Council in October 2014 and
November 2018.

48%

The two Ministries and the Energy Efficiency
Agency are active and the new Energy
Efficiency Fund was established by the new
Energy Efficiency Law as an independent
entity in January 2019. However, their insti-
tutional capacities remain weak.

74%

The transposition of the remaining labelling delegated regula-
tions and the finalization of secondary legislation to introduce
energy efficiency criteria in public procurement also remain
priorities.

Kosovo* should strengthen human capacities and coordination
between the new Energy Efficiency Fund and the Energy Effi-
ciency Agency to support further progress in implementation of
the new energy efficiency legislation and development of the
energy efficiency market.
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Energy Efficiency Indicators

Primary Energy Consumption (PEC)
in 2017 and trends

Energy sector
consumption

. 2%
Final energy

consumption
60%

2017 PEC: 2528 ktoe
PEC annual change:
-50% §

2020 PEC Target:
2847 ktoe

Transformation
33%

Distribution losses
5%

Energy intensity,
2017 value and trends:
0,46 ktoe/mil EUR, - 8,8% ¥

Final Energy Consumption (FEC)
in 2017 and trends

Other sectors

2%
Transport
27%
2017 FEC: 1522 ktoe
FEC annual change:
+5,9% %
2020 FEC Target:
1556 ktoe
Industry
20% .
Services

13%

Source: EUROSTAT 2019 data and the Contracting Party's Annual Reports under Directive 2012/27/EU

Implementation of Energy Efficiency Product Regulation Overview
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Water heaters & storage tanks

Residential

38%

B
@

The new labelling package adopted by the Ministerial Council in November 2018 was not assessed, as the transposition deadline expires in January 2020.

Source: multiple sources of data (EECG reports, NEEAPs etc.), compiled by the Energy Community Secretariat
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range hoods

. No progress with adoption/implementation



Kosovo*
&>

Environment Implementation

Transposition

Environment Indicators
Assessement

Environmental impact
assessment (EIA) and

Implementation Status

Descriptions

The transposition of Directive 2014/52/EU is
not finalised. The institutional structures and

. . ' m administrative capacities to deliver expert
strateglc environmental opinions on environmental reports were not
assessment (SEA) improved in the last reporting period.

The authorities in charge carry out quality
Sulphur in Fuels 6 control of the petroleum products in line
with the Directive.
Large combustions plants The implementation of the NERP for existing
. . L @ m: plants in the Contracting Party started on 1
and industrial emissions January 2018.
Kosovo* remains at an early stage of imple-
menting the obligations related to nature
protection. The ratio of protected areas
Nature protection v remains low, with most falling within the two

The necessary amendments to the Environmental Impact Assess-
ment Law to comply with the provisions of Directive 2014/52/
EU have not been adopted. The missing provisions include the
introduction of legally binding timeframes in public participation
and decision-making, rules on quality control of EIA reports, pro-
visions to avoid conflict of interest and the introduction of penal-
ties for non-compliance. The use of environmental assessments
in the energy sector needs further improvement by providing
early and effective opportunities for the public to participate
in decision-making and by quality control over environmental
reports. The Secretariat received a complaint related to the en-
vironmental impact assessment procedure of the Kosova e Re
project during the reporting period.

As regards legislation on the sulphur content of liquid fuels,
an administrative instruction on the technical requirements for
import, storage, wholesale and retail sale of petroleum fuels
and cleaning of tanks was adopted in 2019, introducing specific
requirements for the storage of heavy fuel oil (e.g. fencing and
24-hour monitoring of the storage facility). The legal framework
in this area complies with the provisions of the Directive. The
provisions on marine fuels do not apply to Kosovo*.

national parks “Sharri” and “Bjeshkét e Ne-
muna”. Effective protection measures for the
designated protected areas are not in place.

With regard to large combustion plants, the amendments to the
Administrative Instruction on emission limit values from large
combustion plants, required to bring the transposing legislation
in compliance, and the Law on Industrial Emissions are still miss-
ing. As the currently applicable legal framework fails to comply
with the provisions of the Large Combustion Plants and Indus-
trial Emissions Directives, the Secretariat referred the case to the
Ministerial Council in July 2019. The current emissions from large
combustion plants under the NERP show slight non-compliance
with the ceiling for sulphur dioxide, while in the case of nitrogen
oxides and dust, there is significant non-compliance which has
to be addressed.

The planned new power plant, Kosova e Re, falls under the scope
of the Industrial Emissions Directive and therefore has to meet
its emissions thresholds for new plants.

Kosovo* still has no protected areas under either the Ramsar
Convention or the Emerald Network. An Administrative Instruc-
tion on strictly protected wild species was adopted in the second
half of 2017. During the past year, Kosovo* designated the Pash-
trik Mountain and the Vermica Lake area as a natural park. Mea-
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sures for the protection of wild birds (by the introduction of e.g.  particular regard to hydropower) in potential special protected
closed seasons or temporary or local prohibition of exploitation)  areas has to be duly considered in each case. Kosovo* joined the
have however not been established and no enforcement is tak-  International Union for Conservation of Nature in April 2019.
ing place in practice. The impact of infrastructure projects (with

Installations under the Large Combustion Plants Directive

Source: compiled by the Energy Community Secretariat

Total emissions from Large Combustion Plants in 2017*

11.733 tonnes

19.595 tonnes

5.666 tonnes

Source: compiled by the Energy Community Secretariat
* Kosovo* has reported 2017 annual data only
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Transposition

Climate Indicators
Assessement

National greenhouse gas

Implementation Status

Descriptions

A Climate Change Concept Paper was

drafted and is expected to be approved by
December 2019. The adoption of the draft
Climate Change Law is scheduled for 2020.

) National GHG inventories were developed for

the periods up to 2015. A GHG inventory re-
port for 2016 is scheduled to be published by
December 2019. The 2019 - 2028 national
strategy and action plan on climate change
have been approved by the Government.

A national working group on the National
Energy and Climate Plan (NECP) was es-
tablished in September 2018. The working

) group has convened seven times between

emissions monitoring and -
reporting systems

National Energy and ”
Climate Plans (NECPs) ’

Kosovo* is not a signatory party of the United Nations Frame-
work Convention on Climate Change (UNFCCC). However, the
preparation of climate change legislation and strategy is one
of the key priorities identified in the National Environmental
Strategy (NES) and National Environmental Action Plan (NEAP)
of Kosovo*.

Implementation of the climate change strategy and its action
plan as well as preparation of a roadmap for alignment with
the climate acquis remain top priorities. To date there is little
evidence of climate change being mainstreamed in government
projects.

2018 and 2019; it is divided in six thematic
subgroups (security of supply, energy effi-
ciency, renewables, GHG, energy market,
research and innovation).

Kosovo* started reviewing its national greenhouse gas emissions
monitoring and reporting systems and in 2016 adopted two
administrative instructions with a view to align with Regulation
(EU) 525/2013. The adoption of framework legislation on cli-
mate change would be highly beneficial to clarify competences
and responsibilities in this area.

The integration of energy and climate policies in Kosovo* is at
an initial stage. Human and technical capacities remain the main
challenges to perform this task adequately, as well as harmoniz-
ing energy and climate objectives across sectors.
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(s, Infrastructure
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Infrastructure Implementation

Transposition

Infrastructure Indicators Implementation Status Descriptions
Assessement
National com n The national competent authority was
I EL el i established by a decision of the Minister of
authorlty Economic Development on 7 August 2017.
The Ministry of Economic Development pub-
Manual of procedures a lished the manual of procedures, as defined
by Regulation (EU) 347/2013.
National r | r Kosovo*'s regulatory authority published the
atio a .egu atory methodology and criteria required by the
authority involvement

Kosovo* is one of the few Contracting Parties that has trans-
posed Regulation (EU) 347/2013. The Minister of Economic
Development adopted the Administrative Instruction on the
Promotion of Joint Regional Investments in the Energy Sector

Regulation on 10 May 2017.

on 20 February 2017. A national competent authority was also
designated. The national competent authority should start re-
porting to the corresponding PECI Groups and the Energy Com-
munity Secretariat on the project developments immediately.

PECI/PMI projects
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Kosovo*
I Statistics

Statistics Implementation

Transposition

Statistics Indicators
Assessement

Implementation Status

Descriptions

The annual questionnaires for 2017 were
transmitted to EUROSTAT in accordance

Annual statistics 6 with the acquis, with concerns only related
to quality of data on final energy consump-
tion of households.

Monthly statistics 6 Co% ) There is no monthly data yet.

. The quality report on energy statistics was
.

Quiality report @ 00 published.

Price statistics on electricity for 2018 were

Price statistics @ compiled and transmitted in accordance

The Kosovo Agency for Statistics (KAS) is established within the
Prime Minister’s Office with the task to coordinate the statis-
tical system of Kosovo*. While annual statistics have improved
in terms of timeliness and quality, Kosovo's* compliance with
the acquis on monthly statistics remains at a critical level. No
monthly data are compiled or disseminated yet.

Since 2015, the annual questionnaires have been submitted
to and published by EUROSTAT and the International Energy
Agency. The breakdown of energy consumption of households
is compiled by KAS and transmitted to EUROSTAT, but its quality
is questionable.

The quality report was prepared and submitted to EUROSTAT.

with the acquis.

Electricity prices per consumption band and breakdown by
taxation level are submitted to and subsequently published by
EUROSTAT. Price components for industrial end-users are report-
ed in accordance with the acquis. Gas prices are not relevant
for Kosovo*.

The established compilation procedure enables regular price
data reporting in compliance with the acquis.

Monthly data collection, as the only non-compliance issue, has
to be tackled without delay. Priority has to be given to monthly
data collection for oil in order to meet obligations under the oil
stocks acquis and the related General Policy Guideline.
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A

Summary Implementation

Summary Indicators

y

Electricity

Gas

il

Renewable

Energy

Energy
Efficiency

Environment

Climate

Infrastructure

Statistics

Overall number of cases: 3

Transposition
Assessement

Moldova

Implementation Status

a0 D

| |

64%

U

|

20% [P

Descriptions

Implementation in the electricity sector
of Moldova is moderately advanced.

Implementation in the gas sector of
Moldova is still at an early stage.

Implementation in the oil sector of
Moldova is yet to begin.

Implementation in the renewable ener-
gy sector of Moldova is well advanced.

Implementation in the energy efficien-
cy sector of Moldova is well advanced.

Implementation in the environment
sector of Moldova is well advanced.

Implementation in the climate sector
of Moldova is yet to begin.

Implementation in the infrastructure
sector of Moldova is still at an early
stage.

Implementation in the statistics sector
of Moldova is almost completed.

ECS-14/16 Energy efficiency

ECS-9/17 Electricity

ECS-7/18 Environment
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Moldova

Electricity Implementation

Transposition

Electricity Indicators
y Assessement

Unbundling

Access to the networks

Wholesale market

Retail market

-

Implementation Status

Descriptions

A preliminary certification of Molde-
lectrica was issued by ANRE. However,

the lack of ownership of assets and the
proposed control regime suggest that the
transmission system operator can currently
not be certified in line with the ownership
unbundling model. Functional unbundling
of the distribution system operator has to
be finalised.

47%

The tariffs are approved and published.
Allocation of cross-border capacities with
the Ukrainian system is not performed in
compliance with Regulation (EC) 714/2009.

52%

Wholesale electricity prices are freely
negotiated, except for the domestic com-
bined heat and power plants, yet subject
to massive distortion. Development of
day-ahead, intraday and balancing markets
is pending the adoption of the market
rules. Regulation (EU) 543/2013 was partly
transposed.

41%

All customers are declared eligible in the
Electricity Law, nevertheless, regulated
supply services are still provided to all cus-
tomers. Customers of closed distribution
systems are prevented to choose their
supplier.

59%

There is no bilateral market integration

q -

Regional integration

with Ukraine yet due to delays in market

/

-

Moldova made some progress in starting the transmission
system operator unbundling process and endorsement of the
wholesale market design concept. However, the ownership
unbundling and the control regime of Moldelectrica are not in
compliance with the requirements of the Third Energy Package.
The Secretariat has proposed a few options to redress this.

The electricity distribution companies are legally unbundled. The
compliance programmes were adopted and compliance officers
appointed. The rules for monitoring the compliance programme
were approved by ANRE.

Transmission and distribution network tariffs are adopted and
published. A revised methodology for calculation of the trans-
mission tariff, adopted by ANRE in December 2017, has not
yet been applied and the transmission tariffs approved in 2015
still remain valid.
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reforms in both countries. The Connection
Network Codes are not transposed.

The transmission system operators of Moldova and Ukraine
have to strengthen their cooperation in order to implement the
rules for access to cross-border capacities in compliance with
Regulation (EC) 714/2009. Market-based cross-border capacity
allocations are expected to be introduced by April 2020.

The wholesale market is pro forma deregulated, except for the
domestic combined heat and power plants. Further develop-
ment is pending adoption of the draft market rules, defining
procurement of electricity on forward, day-ahead, intraday,
balancing and ancillary service procurement and imbalance
settlement. The transmission system operator is responsible
for procuring balancing services, however, implementation is
pending adoption of the market rules. An inter-transmission
system operator agreement on settlement of unintended devi-
ations between Ukraine and Moldova is being developed.



Retail Market Opening
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% Supply to active eligible customers in % for the Energy Community

Source: Ministry of Economy and Infrastructure

Energocom, the government-owned electricity trader dominat-
ing the wholesale market, was designated also as the single
buyer of electricity from renewable sources. In April 2018, the
company started operating as a counterparty for projects al-
ready commissioned. However, it has to significantly improve its
corporate governance in order to be able to fulfil these market
roles. Moreover, the unbundling of accounts also needs to be
implemented by Energocom and overseen by the regulator.

Since 2017, the Energy Community Secretariat, supported by
the Delegation of the EU to the Republic of Moldova, has been
monitoring the annual procurement of electricity in Moldova.
So far, the findings have been worrying: very limited sources
of electricity, few market players, state-owned companies sup-
ported by the Government, parallel negotiations and dealings,
lack of transparency, as well as tender conditions that prevent
smaller producers to sell on the market.

Regulation (EU) 543/2013 on submission and publication of data
in electricity markets was only partly transposed in a decision
adopted by the regulator in 2017 and needs to be revised. Trans-

parency of the transmission system operator has to increase
significantly, as currently very limited information on access to
the system is made available to the market participants.

The lack of competition in the wholesale electricity market of
Moldova is affecting competition in the retail market. Out of
twenty suppliers licensed by the regulator, only three suppliers
are active and supplying at unregulated prices.

Competition is not likely to improve before Moldova couples its
electricity market either with Ukraine or the European market
through the interconnection with Romania. With the signature
and ratification of the loan agreements, the Government of
Moldova took important steps to advance the project on inter-
connection with the Romanian electricity system using back-to-
back stations. The commissioning of the project is envisaged
by the end of 2023.

Transposition of Connection Network Codes is still pending. The
deadline expired on 12 July 2018.
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Moldova

Gas Implementation

Transposition

Gas Indicators
Assessement

Implementation Status

Descriptions

Moldovatransgaz and Tiraspoltransgaz,
the daughter companies of incumbent
Moldovagaz, are exempted from Third

D) Energy Package unbundling and certification

Unbundling

Access to the networks

rules until 1 January 2020. An unbundling
plan for these companies is being drafted
together with the Secretariat.

A draft entry/exit tariff methodology is at an

D) advanced stage. Capacity allocations are not

performed.

Moldova's gas market is entirely monop-

Wholesale market

olized and illiquid. More than 99% of

Retail market

Interconnectivity

<

The Law on Natural Gas transposed the majority of Third Ener-
gy Package provisions. During this reporting period, Moldova
drafted and adopted additional by-laws required by the Law
on Natural Gas. Nevertheless, the most important acts, which
would enable genuine third party access and market opening,
are still in draft form.

ANRE and the Secretariat prepared fully compliant transmission
and distribution network codes and draft market rules, which
are pending adoption. The draft entry/exit transmission tariff
methodology is currently subject to public consultation. Pres-
ently, Moldovatransgaz denies third party access to users which
do not belong to its owners’ shareholders.

The Network Code on Interoperability and Data Exchange is not
transposed nor implemented in Moldova yet. The Secretariat
is assisting Moldovatransgaz in concluding an interconnection
agreement with Ukraine in line with this Code.

96

contracted gas import quantities are being
acquired from Gazprom.

All customers can still receive gas supplies

under regulated prices without restrictions
in time and clearly defined and transparent
rules.

Although Moldova is an important transit
route of Russian gas, Moldovatransgaz has
not concluded an interconnection agree-
ment with Ukraine.

In 2019, the owner of the two transmission system operators,
Moldovagaz, drafted an unbundling plan and submitted it to the
Moldovan energy regulatory authority for approval. Following
consultations with the Secretariat, the companies chose the
independent transmission operator model (ITO). The unbundling
plan is still under discussion.

Moldova's gas market is monopolized. Major gas market activ-
ities in the country remain concentrated within the corporate
group of one vertically integrated company, Moldovagaz. The
company is responsible for gas imports from Russia and exer-
cises control over the country’s two gas transmission system
operators, Moldovatransgaz and Tiraspoltransgaz. Moldova is
an important route for the transit of Russian gas to Turkey and
the Western Balkans. In recent years, the amount of gas trans-
ported through Moldova was around 20 Bcm/y.



Retail Market Opening
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Gas supplied to active eligible customers as % of total supply in Moldova

% Gas supplied to active eligible customers as % of total supply in the Energy Community

Source: National Energy Regulatory Agency (ANRE), compiled by the Energy Community Secretariat

All final customers can benefit from gas supplies under reg-
ulated prices without restrictions in time and clearly defined
and transparent rules, thus exceeding what is considered pro-
portionate under the Directive’s provisions on public service
obligations.

During this reporting period, supply and connection rules and
a package of security of supply rules were adopted, compliant
with the gas acquis.

Security of gas supply is highly critical this winter in Moldova
due to the full dependence on one source and supply route.
Diversification of gas supplies in Moldova depends primarily on
making operational its interconnector with Romania through
the lasi-Ungheni pipeline, and in particular on its projected ex-
tension to Chisinau. The other option is opening reverse flow
supplies on the Trans Balkan Pipeline, which is still not possible
along the pipeline’s entire route.
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The National Agency for Energy Regulation (ANRE) improved its regulatory
profile by making continuous progress in developing secondary legislation.
The increasing commitment to use all legal competences and autonomy is
encouraging. This includes the step-wise implementation of elements for
improving the organisational set-up of the agency that have been defined
in a joint action plan of the Secretariat and ANRE in 2016. The appoint-
ment of four Board members in January 2019, however, entailed a rotation
scheme not compatible with the acquis. A recent proposal to allow the
Parliament to object the regulator’s annual report is however of concern.
ANRE and the Secretariat also cooperate intensively on the sensitive certifi-
cation procedure for Moldovatransgaz. On regional level, ANRE maintains
high profile involvement in ECRB, including leadership of a working group.

The authority in charge of enforcing competition law in Moldova is the
Competition Council. In the reporting period, the Competition Council
cleared one merger in the petrol industry and dealt with a complaint di-
rected against Red Union Fenosa JSC and the national regulatory authority
for alleged anti-competitive conduct. The complainant claimed that the
company refused to conclude with it a contract on the distribution of
electricity because the agency did not approve the tariff. The Competition
Council is currently conducting sector inquiries into the wholesale and
retail sale of petroleum products and liquefied gas and the market for
electricity production.

The Competition Council is also responsible for enforcement of State aid
law. In the area of State aid, the Competition Council did not render any
decisions in the energy sectors during the reporting period. Therefore,
enforcement of the State aid acquis needs to be further developed.
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Oil Implementation

Transposition

Oil Indicators
Assessement

Implementation Status

Stockholding obligation G o =

Availability and 6 &=

accessibility

Reporting 6 [ EB

Emergency procedures 6 [ BB

Descriptions

Moldova has drafted a Law on creating and
maintaining a minimum level of oil product
stocks in 2017. The draft Law foresees its en-
try into force on 1 January 2021. It complies
with Directive 2009/119/EC.

The draft Law foresees that the Material
Reserves Agency shall ensure the constant
accessibility and availability of emergency oil
stocks to be used in exceptional circum-
stances.

No data are reported. One of the duties of
the central public authority for regulating,
monitoring and supervising the oil stocks,
foreseen in the draft Law, is to present each
year to the central public administration
body in the energy field a summary of the
register of emergency stocks. The Joint
Organisations Data Initiative (JODI) Question-
naire is not submitted.

There are no emergency procedures in place.
The draft Law envisages that oil stocks
within Moldova as well as those maintained
outside the country can only be released
and put into circulation by a decision of the
Government.

At present, Moldova has no oil stocks. The country has drafteda  The draft foresees that before its entry into force, the Gov-
Law on creating and maintaining a minimum level of oil product ~ ernment will submit proposals to bring existing legislation into
stocks in 2017. The Law's adoption in pending. conformity with this Law.
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Renewable Energy
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Renewable Energy Implementation

Renewable Energy
Indicators

Transposition
Assessement

National Renewable
Energy Action Plan

Quality of support
schemes

Grid integration

Administrative procedures

Implementation Status

Descriptions

Moldova has registered a 27,8% share of

energy from renewables in 2017 due to
97% switching to biomass in the heating sector
and the subsequent revision of biomass
data.

The support offered via feed-in tariffs is
yet to be determined on a project basis in
63% accordance with the methodology adopted
by the regulator. There are delays in the
introduction of renewable energy auctions.

Methodologies for determining costs

of connection to the transmission and
distribution grids for new renewable

58% energy producers have not yet been issued.
Self-consumption of electricity from renew-
able energy sources acknowledged in the
legislation is not implemented yet.

A transparent, simplified and non-discrimi-
natory framework taking into account par-
ticularities of individual renewable energy
technologies is transposed and implemented
to a certain extent. No significant progress
was made in this reporting period.

65%

The Energy Efficiency Agency is appoint-
ed as a certification body, including for
voluntary certification schemes. The relevant

Renewable energy in

- 10%

secondary legislation is still not adopted.

/

v

transport

Moldova delayed the implementation of the 2016 Law on Pro-
motion of the Use of Energy from Renewable Sources related to
the introduction of auctions. The relevant institutions have to
step up their efforts to adopt the missing secondary legislation
to enable a conducive investment framework for investors in
renewable energy.

The central electricity supplier Energocom, as the counterparty
of the renewable energy producers in the contract for granting
support, started its activities in April 2018. It must enhance its
administrative and technical capacity to perform its new tasks. A
ring-fencing of activities related to electricity supply on the whole-
sale market and the tasks related to renewable energy needs to
be enforced and monitored by the regulator. The central elec-
tricity supplier remains to be appointed based on a competitive
procedure before 2021, as required by the Law. This is needed
to ensure investor confidence and enable bankable renewable
energy projects.
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The renewable energy share in the transport
sector is 0,03%, far from the trajectory
planed in the National Renewable Energy
Action Plan.

Methodologies for determining costs of connection to the trans-
mission and distribution grids for new renewable energy produc-
ers remain to be adopted. The current practice of the network op-
erators to provide information only on a case-by-case basis is not
compliant. Self-consumption of electricity from renewable energy
sources acknowledged in the legislation has to be implemented.

Full implementation of the transparent, simplified and non-dis-
criminatory framework transposed in the legislation, which takes
into account particularities of individual renewable energy tech-
nologies, remains to be achieved.

Articles 17 to 21 of Directive 2009/28/EC have not been trans-
posed at all. The delay in the transposition was not overcome
during this reporting period. The Energy Efficiency Agency has
been appointed as the certification body, including for voluntary
certification schemes. The Agency has to take up the new re-
sponsibilities once the relevant secondary legislation is in force.
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Total Capacities of Renewable Energy 2018 (MW)

Annual capacity

change:
+1MW 4

® Solar
@ Biogas

© Large hydropower
@ wind

Source: Ministry of Economy and Infrastructure

27,8%
26,2%  26,2%
26,9%

2020 Target
17%

2014 2015 2016 2017 =+ 2020

Moldova is well above the binding 17% renewable energy
target in 2020, with the exception of the target in the transport
sector. In 2017, Moldova registered a 27,8% share of energy
from renewable sources mostly due to switching to biomass
in the heating sector.

The revised renewable energy technology objectives in the
electricity sector projected in the National Renewable Energy
Action Plan were adopted with a view of voluntarily achieving
10% renewables shares in the electricity by 2020. The delay in
the introduction of renewable energy auctions is preventing
the country to reach this objective. More work remains to be
done to complete the regulatory framework enabling bankable
renewable energy projects in Moldova.

Total capacities of
renewable energy (MW):

54
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Moldova
Energy Efficiency

Energy Efficiency Implementation

Energy Efficiency
Indicators

Transposition
Assessement

National Energy Efficiency
Action Plans and Targets

Energy efficiency in
buildings

ESCO market development
and financing

Energy efficient products -
labelling

Institutional capacities

In the reporting period, Moldova made good progress by pre-
paring the missing regulations required to implement the Energy
Performance of Buildings Directive and adopting all but one
outstanding labelling regulation.

With respect to market surveillance of labelling of energy ef-
ficient products, the responsible body is the Consumer Rights
Protection and Market Surveillance Agency. Since the Moldovan
Parliament revised the legal and institutional control with re-
spect to responsibilities in this field, the Consumers Rights and
Market Surveillance Agency has become more effective. Never-
theless, the surveillance activities related to energy labelling and
eco-design are clustered under a general surveillance category,
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Implementation Status

Descriptions

In June 2019, Moldova finalised the NEEAP
for 2019 - 2021, in line with the require-
ments of the Energy Efficiency Directive. It is
currently in public consultation.

82%

The implementation of the Buildings
Directive is still incomplete and only a few
energy performance certificates have been
issued. Recent progress to close the legal
60% gap includes the preparation of an updated
national methodology for minimum energy
performance of buildings and a calculation
tool that produces also the building perfor-
mance certificate.

Moldova is working on an ESCO friendly
legal framework. It prepared guidelines on
implementation of energy performance con-
tracts, including standard documentation for
energy service procurement. The Regulation
on supply of energy services is in public con-
sultation. An energy performance contract
template and guidelines for its implementa-
tion are being prepared by the Agency for
Energy Efficiency.

65%

Moldova adopted three out of the four
remaining labelling regulations. The last one
is under preparation. Hence, Moldova is very
advanced in term of implementation. Efforts
are currently ongoing to improve market
inspection procedures.

87%

The Energy Efficiency Agency absorbed the
Energy Efficiency Fund following the Cabinet
of Ministers decree in 2019. The new institu-
tion is currently receiving significant capacity
building and support for the preparation of a
large number of operating procedures.

)

and hence the results are not specific enough. Moldova shall
keep separate accounting for these two categories of products.

To bring Moldova into full compliance with Directive 2012/27/
EU, the first priority is the implementation of the Energy Efficien-
cy Law by adopting the by-laws on the energy efficiency obliga-
tion scheme, energy audits and long-term buildings renovation
strategy. The second priority is to finalise the work towards full
compliance of the Law on Energy Performance of Buildings
with Directive 2010/31/EU by developing and implementing
the buildings certification system, including the certificate cal-
culation software.



Energy Efficiency Indicators

Primary Energy Consumption (PEC)
in 2017 and trends

£ Transformation
nergy sector 3%

consumption
1%
4%

2017 PEC: 2939 ktoe
PEC annual change:
+51% ¢

2020 PEC Target:
2968 ktoe

Final energy
consumption
92%

Distribution losses

Energy intensity,

Final Energy Consumption (FEC)
in 2017 and trends

Other sectors
4%

Residential
Transport 50%

28%

2017 FEC: 2671 ktoe
FEC annual change:

+5,8% 4
2020 FEC Target:
2769 ktoe
Industry
8%
Services
10%

2017 value and trends:
0,43 ktoe/mil EUR, - 0,3% &

Source: National statistical data and Contracting Party's Annual Reports under Directive 2012/27/EU

Implementation of Energy Efficiency Product Regulation Overview
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The new labelling package adopted by the Ministerial Council in November 2018 was not assessed, as the transposition deadline expires in January 2020.

Source: multiple sources of data (EECG reports, NEEAPs etc.), compiled by the Energy Community Secretariat
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No progress with adoption/implementation
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Environment Implementation

Transposition

Environment Indicators
Assessement

Environmental impact
assessment (EIA) and
strategic environmental
assessment (SEA)

<

Sulphur in Fuels

Large combustions plants
and industrial emissions

Nature protection

In Moldova, the amendments of Directive 2014/52/EU have not
been transposed yet. The competent authority for both types of
environmental assessments is the Environmental Agency, which
keeps a register of both environmental impact assessments and
strategic environmental assessments on its website since January
2019, where development consents and other administrative
decisions related to the processes are also published. Efforts
should be focused on the capacity building of the implementing
authorities, with particular regard to the Environmental Agency,
with the aim to be able to carry out a proper compliance check
and quality control of environmental reports. With regard to
strategic environmental assessment, the registry of the Environ-
mental Agency contains exclusively procedures related to urban
planning.

As regards legislation on the sulphur content of liquid fuels, the
Decision of the Government of Moldova on the Reduction of
the Sulphur Content of Certain Liquid Fuels, in force since 2016,
transposes the provisions of the Directive into national law. The
sulphur limits for heavy fuel oil and gas oil are compliant to those
required by the Directive. The State Environmental Inspectorate
is the competent authority for overseeing implementation of
the decision and — in cooperation with the government and
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Implementation Status

Descriptions

The Environmental Agency's administrative
capacities were improved to handle environ-
mental assessment procedures in a compliant
manner. A systematic application of strategic
environmental assessments for plans and
programmes related to network energy is
missing.

There is no information on whether sampling
and analysis of fuels falling under the scope
of the Directive takes place in a systematic
manner.

Moldova does not apply a NERP nor an opt-
out mechanism. Existing combustion plants
in this Contracting Party meet the emission

limit values of the Large Combustion Plants
Directive.

64%

The designation of special protected areas
for wild birds is at an early stage and mea-
sures for the protection of wild birds have
also not been established yet.

border police — to perform checks to verify compliance of the
fuels covered by its scope. While the standards for sampling
and analysis stipulated in the decision are equivalent to those in
the Directive, no information is provided on the frequency, the
methodology and the systematic nature of quality control of
heavy fuel oil and gas oil. The provisions on marine fuels do not
apply to this Contracting Party.

Moldova has still not transposed the requirements of the two
Directives regulating the emissions of large combustion plants
into national law. To address this failure, the Secretariat initiated
infringement proceedings against Moldova in September 2018
and sent a Reasoned Opinion in February 2019. However, based
on the technical characteristics of Moldova’s two plants falling
under the scope of the Large Combustion Plants Directive (with
a total of eight units), the emission limit values of the Directive
are complied with on an individual basis. Moldova has not com-
plied with its reporting obligations under the Large Combustion
Plants Directive yet by not submitting the emissions data of its
combustion plants to the European Environment Agency.

As regards the protection of wild birds, the draft law amending
and supplementing the Law on Wildlife, which is to transpose



Article 4(2) of the Wild Birds Directive, is still not adopted. Mol-
dova currently has three sites designated as Wetlands of Inter-
national Importance (Ramsar sites). Furthermore, 52 sites were
officially adopted and nine nominated as Emerald sites under the
Bern Convention in 2018. Ensuring the proper functioning of the

Emerald Network by introducing and implementing measures
against prohibited means and methods of killing, capture and
other forms of exploitation of protected species (by e.g. closed
seasons or temporary or local prohibition of exploitation) would
be beneficial for the future Natura 2000 classification process.

Installations under the Large Combustion Plants Directive

Source: compiled by the Energy Community Secretariat
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. . Transposition
Climate Indicators P

Assessement

National greenhouse gas
emissions monitoring and
reporting systems

Implementation Status

Descriptions

A Regulation on the Organisation and
Functioning of the National Monitoring and
Reporting of Greenhouse Gas Emissions
and Other Information relevant to Climate
Change was adopted in February 2019. It
transposes the provisions of Regulation (EU)
525/2013 on the national inventory system.
Moldova’s Low Emission Strategy up to 2030
and the action plan for its implementation
adopted in 2016 are in compliance with
Regulation (EU) 525/2013.

A national working group on the National
Energy and Climate Plan (NECP) has not been

National Energy and
gy a

set up yet. Preparatory work on the analytical

Climate Plans (NECPs)

Moldova is a non-Annex | party to the UNFCCC and ratified the
Paris Agreement in June 2017. The country has so far submit-
ted to the UNFCCC four National Communications on Climate
Change and one Biennial Update Report. According to its Na-
tionally Determined Contribution (NDC), Moldova committed to
an unconditional target of 64 - 67% reduction of its greenhouse
gas emissions by 2030 compared to 1990 levels.

Preparation of legislation in line with the climate acquis is
progressing in Moldova. In February 2019, a set of normative
acts on climate were adopted, including a Regulation on the
Organization and Functioning of the National Monitoring and
Reporting of Greenhouse Gas Emissions and other Information
relevant to Climate Change, a Government Decision on the Es-
tablishment of Mechanisms to Coordinate Activities on Climate
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and technical aspects of the NECP (reference
and policy scenarios, templates) has not
started.

Change and a Government Decision on the Establishment of
the National Commission on Climate, transposing Regulation
(EU) 525/2013.

Following the adoption of these acts, Moldova should now
urgently establish an inventory system for greenhouse gas
emissions and other information relevant to climate change.
A barrier to further progress in the climate sector remains the
country’s limited financial and technical capacity.

The National Development Strategy “Moldova 2030”, approved
in December 2018, is not consistent with Recommendation
2018/01/MC-EnC since the integration of energy and climate
considerations and objectives are not fully considered.



]

4~ Moldova
(s, Infrastructure

- ¥V N\

Infrastructure Implementation

Transposition

Infrastructure Indicators
Assessement

Implementation Status

Descriptions

A draft amendment to the Energy Law
transposing Regulation (EU) 347/2013

) submitted to the Parliament for adoption

foresees that the Ministry of Economy and
Infrastructure will act as the national com-
petent authority.

Currently, there is no manual of procedures

) for the permitting process of Projects of

Energy Community Interest or Projects of
Mutual Interest.

To date, the Moldovan national regulatory

) authority did not publish its methodology

National competent °

30%
authority -
Manual of procedures @
National regulatory e G
authority involvement

Moldova has initiated the transposition of Regulation (EU)
347/2013 by preparing an amendment to the Energy Law. The
amendment, which foresees that the Ministry of Economy and
Infrastructure will act as the national competent authority, is
pending adoption by the Parliament. At the time of publication
of this Report, it was scheduled to be transmitted for public
consultation.

PECI/PMI projects

and criteria.

As Moldova still did not transpose Regulation (EU) 347/2013, it
breaches the Energy Community infrastructure acquis.

The transposition of the Regulation will facilitate the realization
of ongoing strategic infrastructure projects in gas and electricity.
Particularly pressing is the facilitation of the infrastructure proj-
ects related to the integration of Moldova into the Continental
European power system in order to upgrade the country’s se-
curity of energy supply.

Pecl: ]

pMi: g
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Moldova
Statistics

Statistics Implementation

Transposition

Statistics Indicators
Assessement

Annual statistics

Monthly statistics

Quality report

Price statistics

The National Bureau of Statistics (NBS) is responsible for the
coordination of the Moldovan statistical system. Ratified inter-
national agreements are also part of the legal framework. Mol-
dova transposed the general requirements on energy statistics
and complies with all key obligations of the statistical acquis.

Annual questionnaires are transmitted timely to EUROSTAT and
published in the respective databases. However, the full set is
not published, due to an issue concerning the reporting source
of primary production of electricity.

Based on the results of the survey on energy consumption of
households conducted by NBS, disaggregated data on energy
consumption in households are compiled and transmitted to
EUROSTAT.

The established quality system has allowed NBS to timely pre-
pare and transmit the quality report on its annual statistics in
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Implementation Status

Descriptions

The five annual questionnaires and the
questionnaire on final energy consumption
of households for 2017 were transmitted to
EUROSTAT, with concerns related to com-
pleteness of reported electricity data.

100% |

All monthly collections were compiled and
disseminated, but not all were transmitted
to EUROSTAT. Short-term monthly data are
not reported yet.

48%

The quality report on energy statistics was

100268) published.

Price statistics for electricity and natural gas
for 2018 were compiled and transmitted in
accordance with the acquis.

100% |

accordance with the Regulation.

The reporting scheme for monthly data has been established
and NBS publishes monthly datasets for coal, oil and petro-
leum products, natural gas and electricity. Until now, Moldova
has been reporting only monthly data on solid fossil fuels to
EUROSTAT. Natural gas and oil monthly data are reported to
the JODI database, but not transmitted to EUROSTAT in the
prescribed format.

NBS has established a methodology and a reporting system
to collect electricity and natural gas prices, per consumption
band and broken down per price component. The price data
are transmitted to EUROSTAT.

The remaining tasks are to complete the short-term monthly
statistics and transmit the required monthly collections to the
EUROSTAT database.
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Montenegro

Summary Implementation

Transposition

Summary Indicators
Assessement

Implementation Status Descriptions

- Implementation in the electricity sector
82% D) )
Electricity @ . of Montenegro is almost completed.
Implementation in the gas sector of
* 130% | ) o
Gas E Montenegro is still at an early stage.
. Implementation in the oil sector of
8%
0 oil c ) Montenegro is yet to begin.

Implementation in the renewable

Renewable .
?“ energy sector of Montenegro is well

<’ Energy advanced.
Implementation in the energy effi-
-y
-y Enf—:rgy ciency sector of Montenegro is well
> Efficiency advanced

Implementation in the environment

’ Environment

al sector of Montenegro is almost
Co completed.
3 . Implementation in the climate sector
31% . .
& Climate - 2 D) of Montenegro is still at an early stage.

Implementation in the infrastructure

e :
o Infrastructure sector of Montenegro is moderately
'\ advanced.

Implementation in the statistics sector
of Montenegro is well advanced.

| |

76%

|Ii| Statistics

* Due to the lack of a gas market, implementation of the gas acquis is not taken into account in the overall score of Montenegro.
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Montenegro

Electricity Implementation

Transposition
Assessement

Electricity Indicators

Unbundling

Access to the networks

Wholesale market

Retail market

Regional integration

The electricity market in Montenegro is largely in line with the
Third Energy Package, transposed by the Energy Law and the
Law on Cross-border Exchange of Electricity and Natural Gas.

The unbundling of network operators is completed, including
the certification of the transmission system operator. Following
the regulator’s decision on certification, the transmission system
operator initiated the necessary amendment to the Energy Law.
However, it has not been amended yet. The distribution system
operator is unbundled in accordance with the acquis.

The rules guaranteeing non-discriminatory access to the net-
work and interconnection capacities are in place. Allocation of
interconnection capacities is performed by SEE CAO and in joint
auctions in line with the published auction rules.

The wholesale market is open and authorities have taken further
measures to improve liquidity and competition. The company
responsible for operating the future day-ahead market and its
coupling was established in 2018. The strategic partner to set
up the power exchange was selected in a competitive procedure
and negotiations with the selected company are ongoing.
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Implementation Status
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Descriptions

The transmission system operator is cer-
tified in accordance with the Secretariat’s
Opinion. The distribution system operator is
unbundled in a compliant manner.

Third party access is based on publicly
available tariffs. Allocation of cross-border
98% capacities is performed by SEE CAO or
through bilaterally agreed auctions on the
interconnection with Serbia.

Wholesale prices are fully deregulated. The
national balancing market is functional,
whereas the day-ahead market is yet to be
established.

82%

All customers are eligible and retail prices

90%
= are deregulated.

Cross-border exchange of balancing energy
is implemented bilaterally. Market coupling

40% hinges on the operationalisation of the

power exchange. Connection Network
Codes are transposed.

The balancing rules allow market-based procurement and
provision of balancing services and cross-border exchange of
balancing energy. The national balancing market is functional.
Imbalance settlement is applied to all market participants in
a non-discriminatory manner. Prices of balancing reserves will
remain regulated until competition in the balancing market is
developed.

The selection of a supplier of last resort in a competitive pro-
cedure was initiated in March 2019, but the procedure has not
been completed yet. Hence, the incumbent still performs the
role of supplier of last resort, at prices capped to the reference
market price. Otherwise, prices are regulated only for vulnerable
customers, in line with the methodology based on the reference
market price.

In the retail market, there are currently six licensed suppliers of
end-customers. Although all customers are eligible to switch
their supplier, the switching rate is almost negligible. Creating
a more attractive environment for new entrants in the retail
market in combination with activities to establish a competitive
spot market on the wholesale level would be needed to bring



Retail Market Opening
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genuine competition and better offers to customers. Montene-  Connection Network Codes have been transposed by the Gov-
gro actively participates in regional integration initiatives aimed  ernment’s decrees adopted on 4 April 2019 and 4 July 2019.
at coordinated capacity allocation, coordinated capacity calcu-

lation, regional balancing and market coupling. However, these ~ Montenegro is still the sole Contracting Party where trade is
initiatives, except for coordinated capacity allocation, have not  not subject to licensing.

resulted in a tangible outcome yet.



Montenegro

Gas Implementation

Transposition

Gas Indicators
Assessement

Implementation Status Descriptions

Montenegro allows for ownership unbun-

Unbundling 6 [ |

) dling as the only applicable model for the

future transmission system operator.

Access to the networks

) No secondary acts or tariffs are established

as Montenegro has no gas supply.

There are no market rules in Montenegro. In

Wholesale market

) theory the market is open and in line with

the Third Energy Package.

Retail market

) Montenegro has no retail market.

The lonian Adriatic Pipeline project is

Interconnectivity

) strongly promoted by Montenegro to kick

© 999

At present, Montenegro has no gas market and no access to
gas. While Montenegro has transposed the majority of the Third
Energy Package obligations in the gas sector via the 2015 Energy
Law and the 2016 Law on Cross-border Exchange of Electricity
and Natural Gas, certain provisions are still missing or lack clarity.
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off natural gas supply to the country.

A number of secondary regulatory acts are under preparation
such as tariff methodologies for future natural gas network op-
erators. To strengthen the support for interconnection projects
and therefore the ability to bring gas supplies to the country in
an efficient and structured manner, the Secretariat recommends
to increase the momentum of secondary legal acts develop-
ment.
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I I I National Authorities

Regulatory Authority

64% 36% 68% 59% 66% 76%

Montenegro

@m@ Competition Authority

75% 55% 35% 55% 85% 60%

Montenegro

@ State Aid Authority

35% 30% 35% 25% 75% 50%

Montenegro

78%

45%

55%

51%

80%

75%

65%

95%

60%

The Energy Regulatory Authority (RAE) continued demonstrating its ability
and commitment to use its legal competences and independence. The
regulatory rules prove a high degree of market orientation. RAE is an active
promoter of regional reforms. In a project with Italy, the regulator showed
pro-activity and flexibility to bridge the legal gaps for market coupling with
an EU neighbour country. This is even more notable as the independent
functioning of RAE was at serious risk during the reporting period: reforms
of the administrative sector in Montenegro envisaged ministerial control
over RAE. This was prevented by an intervention from the Secretariat. On
regional level, RAE participates actively in ECRB, including (deputy) leader-
ship of two working groups.

The Agency for Competition Protection (ACP) is entrusted with the en-
forcement of competition law in Montenegro. There has been no case of
applying competition law to the energy sectors since its establishment in
2013, except for the review of mergers.

In 2018, the competence for State aid control and enforcement was

transferred from the State Aid Control Commission to the Agency for Com-
petition Protection. ACP comprises one member for State aid. Aid grantors
were given one year to bring existing aid into compliance. After the expiry
of the deadline, ACP is to give recommendations in case it considers aid in-
compatible. So far, no decisions or recommendations have been rendered.
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Montenegro
oil

Oil Implementation

Transposition

Oil Indicators
Assessement

Implementation Status Descriptions

There is no emergency oil stockholding
obligation. The adoption of a draft Law on

) Security of Supply of Oil Products finalized in

Stockholding obligation 6 [ B3

2016, together with the necessary secondary
legislation, would ensure compliance with
Directive 2009/119/EC.

The draft Law foresees that emergency
stocks must be physically accessible at all
times and cannot be subject to measures
which would limit their availability. Emergen-

) cy stocks of other countries stored in Mon-

Availability and 6 &=

accessibility

tenegro based on international agreements
or being transited through the territory of
Montenegro cannot be subject to measures
that would limit their access.

Information regarding Montenegro’s oil data
collection is not available. The Joint Organi-
sations Data Initiative (JODI) Questionnaire is
not submitted. In the draft Law, it is foreseen
that the Ministry in charge of energy shall

Reporting 6 " B2

) submit data referring to the import, export,

and placement of petroleum products on
the market to the Statistical Office, which
shall produce an official aggregated monthly
statistical report on the petroleum products
market.

There is no procedure in place to release
quickly, effectively and transparently some
or all of the country’s emergency oil stocks.
However, the draft Law foresees that the
Government shall release the emergency
stocks on the market according to proce-

D) dures set out in a contingency plan. If the

Emergency procedures c [ B2

The adoption of the draft Law on Security of Supply of Oil Prod-
ucts, which regulates the manner of establishing and managing
emergency oil stocks and the procedure in case of disruption of
supply of petroleum products, is pending since 2016.
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Government fails to release the emergency
stocks on the market, the energy undertak-
ing that has the largest number of petrol
stations on the territory of Montenegro is
obliged to buy off, ship and sell these emer-
gency stocks to final customers.

In the framework of an inter-ministerial consultation, a positive
opinion on the draft Law was obtained from the Ministry of
Justice, the Secretariat for Legislation, the Ministry of Public
Administration and the Ministry of Defence, while the draft
Law is still being considered by the Ministry of Finance and the
Ministry of Internal Affairs.
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Renewable Energy
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Renewable Energy Implementation

Renewable Energy
Indicators

Transposition
Assessement

National Renewable
Energy Action Plan

Quality of support
schemes

-

Grid integration

Administrative procedures

-
@

Renewable energy in
transport

The 2015 Energy Law was reviewed with a view to fulfil all
requirements of Directive 2009/28/EC and the Guidelines on
State Aid for environmental protection and energy 2014 - 2020,
among others. The adoption of the amended Law is pending.

Several provisions of the existing Energy Law are yet to be im-
plemented in practice. This includes ensuring that the costs
associated with grid reinforcements are borne by grid operators
and that authorisation and permitting procedures are coordi-
nated and transparent. Self-consumption of electricity from
renewable energy sources acknowledged in the legislation is
not implemented yet.

Provisions on the issue, transfer and cancellation of guarantees
of origin transposed in the Energy Law also need to be imple-

Implementation Status

Descriptions

Montenegro registered a 40% share of en-
ergy from renewable sources in 2017, sur-
passing its 33% target. The third progress

report 2016 - 2017 on the implementation
of the Renewable Energy Directive has yet

to be submitted to the Secretariat.

76%

In 2018, Montenegro launched renewable
energy auctions for 200 MW of solar PV
without investor support. The support for
privileged producers generating electric-
ity from renewable energy sources and
high-efficiency cogeneration is based on a
governmental decree setting feed-in tariffs.

82%

Priority access and dispatch for privileged
renewable energy producers are provided in
the Energy Law but not completely imple-
mented. Clear, predictable and transparent
connection timetables have to be provided
to applicants. Self-consumption of electricity
from renewable energy sources acknowl-
edged in the legislation is not implemented
yet.

62%

No significant progress was registered in
this reporting period. The administrative
procedures for permitting, construction and
licensing remain lengthy and burdensome
despite several simplification rounds.

69%

The sustainability criteria for biofuels and

bioliquids is transposed. However, the actual

-/

share of renewables in transport was a mere
1% in 2017.

mented. Compatibility with the standardised European Energy
Certificate System and membership in the Association of Issuing
Bodies (AIB) remains to be achieved.

To compensate the cost of the promotion of electricity from
renewables, the Government adopts an incentive fee applied
to end-customers. For 2019, it was set at 0,9439 c€/kWh, dou-
bling the 2018 value. The market operator concludes power
purchase agreements with electricity suppliers who are obliged
to purchase a certain percentage of electricity from renewable
sources.

Significant progress was registered in relation to the sustainabil-

ity criteria for biofuels and biodiesel. Three governmental de-
crees adopted in June 2018 transposed the required provisions.
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Shares of Energy from Renewable Sources
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Total Capacities of Renewable Energy 2018 (MW)

Annual capacity
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Source: Ministry of Economy

44,1%

43,1%

41,5%

40,0%

2020 Target
33%
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Montenegro has reached a 40% share of energy from renew-
able sources in 2017, surpassing its 30,7% median trajectory
for 2017 - 2018. This is mostly due to the revision of biomass
data and the reduction of energy consumption of the largest
electricity customer, aluminium plant KAP.

So far, investments in new capacities remain limited to 72 MW
in wind and 33 MW in small hydropower plants.

The auction for 200 MW of solar PV without support to be
built on state-owned land still needs to be finalised in terms
of contractual arrangements with the investor. The awarding
criterion was the price offered for the concession of the land.
The cost of connection to the grid is to be covered by the
transmission system operator.

Total capacities of
renewable energy (MW):

754
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Montenegro
Energy Efficiency

Energy Efficiency Implementation

Energy Efficiency
Indicators

Transposition
Assessement

National Energy Efficiency
Action Plans and Targets

Energy efficiency in
buildings

ESCO market development
and financing

Energy efficient products -
labelling

Institutional capacities

-

With the adoption of the National Energy Efficiency Action Plan
(NEEAP) for the period 2019 - 2021 and amendments to the
Energy Efficiency Law, the transposition of the Energy Efficiency
Directive was improved. Overall, Montenegro has achieved a rel-
atively high level of transposition of the energy efficiency acquis.

Montenegro has to strengthen the capacities for energy effi-
ciency within the Ministry of Economy, the Eco Fund and local
administrations. The recent downgrade of the status of the Di-
rectorate for Energy Efficiency within the Ministry to a Depart-
ment within the Directorate for Energy was a step backwards
and might reduce the capacities and capabilities for the imple-

Implementation Status

Descriptions

The new NEEAP for 2019 - 2021, which
includes the overall 2020 cap consumption
target and a 1% annual target for central
government buildings, was adopted in June
2019 and submitted to the Secretariat. The
NEEAP also includes energy efficiency obliga-
tion targets, which are yet to be notified.

78%

A law together with a series of implementing
rulebooks were adopted in 2015. Work on
analysing cost-optimality and developing a
calculation software is ongoing. Montenegro
also continued implementing several success-
ful building rehabilitation programmes, albeit
a long-term strategy is still missing.

74%

Montenegro has adopted an enabling legal
framework (the Law on Efficient Use of
Energy) and drafted model contracts for
energy performance contracting, while the
new NEEAP envisages measures and financial
mechanisms for ESCO projects. However, the
development of the energy services market is
slow and hindered by the delay in adoption
of a draft Public Private Partnership Law.

58%

Rulebooks on obligatory labelling and eco-de-
sign have been adopted and implemented,
with engagement and permanent capacity
building of involved market surveillance
bodies.

89%

The Ministry of Economy is the key body
responsible for national energy efficiency
policy. While recent reforms in the Ministry
decreased implementing capacities, new in-
stitutions should enforce implementation (the
new Inspectorate for Energy Efficiency) and
extend finance for energy efficient projects
(the new Eco Fund).

EX

mentation of energy efficiency policy reforms in Montenegro.

Without further delay, Montenegro should adopt the remain-
ing secondary legislation on energy labelling of energy-related
products, including the related legislative package adopted by
the Ministerial Council in November 2018.

Finally, Montenegro should facilitate private investments
through Energy Services Company (ESCO) projects and establish
a functional system for calculation of energy efficiency indica-
tors and monitoring of NEEAP implementation.
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Energy Efficiency Indicators

Primary Energy Consumption (PEC) Final Energy Consumption (FEC)
in 2017 and trends in 2017 and trends

Other sectors

Energy sector ) 1%
consumption Transformation
1% 20% Residential
Transport 36%
33%
Distribution
2017 PEC: 1002 ktoe '5";585 2017 FEC: 743 ktoe
PEC annual change: ° FEC annual change:
+4,6% % +4,9% 4
2020 PEC Target: 2020 FEC Target:
1306 ktoe 1159 ktoe
Final energy
;(;r;zumptlon Industry Services

18% 12%

Energy intensity,
2017 value and trends:
0,28 ktoe/mil EUR, + 0,3% 4

Source: EUROSTAT 2019 data and the Contracting Party's Annual Reports under Directive 2012/27/EU

Implementation of Energy Efficiency Product Regulation Overview
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‘ Adopted and implemented Adopted, implementation issues detected ‘ No progress with adoption/implementation
The new labelling package adopted by the Ministerial Council in November 2018 was not assessed, as the transposition deadline expires in January 2020.

Source: multiple sources of data (EECG reports, NEEAPs etc.), compiled by the Energy Community Secretariat
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Montenegro

4

Environment Implementation

Transposition

Environment Indicators
Assessement

Environmental impact
assessment (EIA) and
strategic environmental
assessment (SEA)

Sulphur in Fuels

Large combustions plants
and industrial emissions

Nature protection

With regard to environmental impact assessments (EIA), Mon-
tenegro adopted amendments to the Law on Environmental
Impact Assessment, transposing the provisions of Directive
2014/52/EU into national law. Three rulebooks on the necessary
content of the documentation for the screening and scoping
procedures, as well as on the content of the EIA study, were
adopted in March 2019. As the current legal framework is in
compliance with the Directive’s provisions, efforts shall be con-
centrated on strengthening the administrative capacities respon-
sible for the implementation of the Law and on ensuring effec-
tive public participation and consultation in decision-making.

With regard to sulphur in fuels, Montenegro is implementing
the provisions of the Directive correctly via its Annual Fuel Qual-
ity Monitoring Programme, which provides the framework for
sampling and analysis of fuels falling under the scope of the Di-
rective. Montenegro carried out a joint project related to marine
fuels during the last reporting year together with the European
Maritime Safety Agency (EMSA) with the aim to improve the
on-board sampling and analysis process.

With regard to large combustion plants, the opt-out of the
thermal power plant Pljevlja (the only existing plant in Monte-
negro) means that the plant will be able to remain in operation

Implementation Status

100%

-G

Descriptions

The provisions of Directive 2014/52/EU were
transposed by an amendment to the Law

on Environmental Impact Assessment in No-
vember 2018. During the past year, a total of
fourteen environmental impact assessments
were concluded for network energy projects,
including energy infrastructure, surface
storage of natural gas, hydropower plants
and a wind park.

Implementation of the provisions of the
Directive (including those on marine fuels)
is ensured by applying national legislation
and the Annual Fuel Quality Monitoring
Programme.

The only existing large combustion plant in
Montenegro has started its opt-out as of 1

January 2018 and has consumed 7.081 out
of the 20.000 operational hours so far.

The legal framework in Montenegro allows
for designating future Natura 2000 sites, in-
cluding special protected areas for wild birds.

for a maximum of 20.000 operational hours between 1 January
2018 and 31 December 2023. Based on its current load factor,
the plant is expected to reach its 20.000 hour limit already in
October 2020. This puts focus on the planned replacement
capacity, which must meet the emission limit values of the In-
dustrial Emissions Directive for new plants.

As regards the protection of wild birds, Montenegro has to
make sure that whenever projects related to network energy
(with particular regard to hydropower projects) are being con-
sidered, the obligation to protect the habitats of wild birds has
to be duly safeguarded in the environmental assessments of
the projects. In June 2019, the Ulcinj Salina was designated
as a nature park and was submitted to the Secretariat of the
Ramsar Convention for designation as a wetland of international
importance. Effective protective measures (e.g. by habitat man-
agement in accordance with their ecological needs inside and
outside the protected zones, the re-establishment of destroyed
biotopes and the creation of new biotopes) are yet to be estab-
lished by the competent authorities for this special protected
area for wild birds, which is one of the most important wetlands
on the Mediterranean as well as a potential Natura 2000 site.
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Installations under the Large Combustion Plants Directive

1
1
0
Source: compiled by the Energy Community Secretariat
Amount of operational hours used from opt-out period
TPP Plevlja October 2020

Z 12.919

7.081
*Calculations for the expected expiry of the opt-out period are based on the current load factor. 1 January 2018 marks the beginning of the opt-out period.
Source: compiled by the Energy Community Secretariat
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Transposition

Climate Indicators
Assessement

National greenhouse gas
emissions monitoring and
reporting systems

Implementation Status

40%

Descriptions

A Rulebook which transposes the require-
ments of the Monitoring Mechanism Regula-
tion (MMR) on the establishment of a formal
national inventory system was adopted in
2017. The Annual Data Collection Plan for
the inventory of GHG emissions was adopted
in 2018. The Law on Protection from the
Negative Impact of Climate Change was
approved by the Government on 17 October
2019 and sent to Parliament for adoption.

It incorporates elements (e.g. allocation of
emission credits, MRV, low carbon strategy
development) of the EU ETS, the Effort
Sharing Regulation and the monitoring and
reporting mechanism (MMR). The country
has a National Strategy on Climate Change
until 2030.

Montenegro has set up a national working
group on the NECP that convened for the
first time in November 2018. However, the
Government has not determined the Ministry

National Energy and

) in charge yet. The group met several times

Climate Plans (NECPs)

Montenegro is a non-Annex | party to the United Nations Frame-
work Convention on Climate Change (UNFCCC) and ratified the
Paris Agreement in October 2017. The energy sector is the main
source of greenhouse gas emissions. According to Montene-
gro’s Nationally Determined Contribution (NDQ), it will reduce
its emissions by 30% by 2030 compared to 1990. The reduction
is to be achieved by a general increase of energy efficiency,
improvement of industrial technologies, increase of the share
of renewables and modernization of the power sector. Monte-
negro’s NDC is under revision since 2018, with the addition of
the financial component and an adaptation strategy.

Montenegro submitted to the UNFCCC two National Commu-
nications (2010, 2015) and two Biennial Update Reports (2016,

during 2019 to discuss key priorities and
responsibilities. A first deliverable in prepa-
ration for the Montenegrin plan was the
elaboration of an Actor and Policy Mapping.

2019). Preparatory work on the third National Communication
on Climate Change is ongoing since 2018.

Montenegro has developed relevant climate change legislation,
including the recent adoption by the Government (Parliament’s
adoption is pending) of the Law on Protection from the Nega-
tive Impact of Climate Change. However, significant efforts are
still needed in terms of implementation. It would be important
to harmonize strategies and reporting requirements on climate
and energy with the Recommendation on National Energy and
Climate Plans (NECPs) and determine the impacts, in terms of
costs and benefits, of polices and measures needed to integrate
sectors, a task that suffers from a lack of capacity.
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Infrastructure Implementation

Transposition

Infrastructure Indicators
Assessement

Implementation Status

Descriptions

Natlonfal competent ) The national competent authority has not
authority been designated to date.

Currently, there is no manual of procedures

3 for the permitting process of Projects of

Manual of procedures e ) Energy Community Interest or Projects of

Mutual Interest.

The regulator published its methodology
National regulatory fand criteria used to eyaluate investments

. in electricity and gas infrastructure projects

authority involvement

The draft of the new Infrastructure Law, which will transpose
Regulation (EU) 347/2013, has been prepared. The new Law
should ensure transposition and proper implementation of the
Regulation. The draft Law is expected to be adopted still in
2019.

The national competent authority should be designated and
operational and shall publish the manual of procedures for
the permit granting process applicable for Projects of Energy

PECI/PMI projects

and the higher risks incurred by them in
2017.

Community Interest and Projects of Mutual Interest as soon
as possible.

The transposition of the Regulation will support the realization
of ongoing strategic infrastructure projects in electricity, as well
as planned infrastructure projects in gas. Montenegro will ben-
efit from improved security of supply and overall operation of
the energy system in the country. This will also have a positive
impact on the regional market and its coupling.
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Statistics Implementation

Transposition

Statistics Indicators
Assessement

Implementation Status

Descriptions

The questionnaire on final energy consump-

. tion of households was not transmitted to
709 oo A
naires were submitted.
Monthly oil data are not transmitted to
Month|y statistics 0 ) EUROSTAT. Neither are short-term monthly
data except for electricity.
. The quality report on energy statistics was
1009
Quality report (] e
Price statistics for electricity for 2018 were
Price statistics 6 compiled and transmitted in accordance

The Statistical Office of Montenegro (MONSTAT) is the central
body responsible for the statistical system and statistical surveys.
MONSTAT collects and publishes annual energy balances. The
methodology and formats are harmonized with International
Energy Agency/EUROSTAT standards. Annual questionnaires are
communicated to EUROSTAT timely and in compliance with the
acquis. Disaggregated data on energy consumption of house-
holds are not transmitted in time for dissemination.

Montenegro established a functional reporting system for
monthly energy data in the Ministry of Economy. Monthly re-
ports on electricity and solid fuels are transmitted to EUROSTAT.
Monthly oil data were not transmitted in time for dissemination.

with the acquis.

MONSTAT established a procedure to maintain the expected
level of quality and submitted the report on the quality of trans-
mitted data in the format defined by EUROSTAT.

Electricity prices, charged to industrial end-users and households
broken down per consumption band and taxation level, as well
as the breakdown of price components, in line with the acquis,
are communicated to and sub