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1. PrEFacE PrEFacE

With this implementation report, the secretariat discharges 
its monitoring duties under article 67 of the treaty. its focus 
is on the state of implementation of the acquis communau-
taire under the Energy community treaty. the report takes 
stock of the progress achieved by the nine contracting Parties 
in the time period from mid-2012 to mid-2013.

During this period, the Energy community continued to 
evolve both in terms of geography and substance. While 
croatia terminated its (direct) membership in the Energy 
community successfully to join the European union in July 
2013, georgia applied for full membership in January of that 
year. on substance, the adoption of the renewables Direc-
tive 2009/28/Ec, the Emergency oil stocks Directive 200/119/
EC and two pieces of EU legislation on statistics significantly 
broadened the scope of work for both the contracting Parties 
and the institutions. at the same time, the implementation 
deadline for some of the existing acquis expired during the 
reporting period. For other Directives and regulations, most 

notably the third Energy Package and the large combus-
tion Plants Directive, the deadlines are approaching. given 
the profound impact their implementation will have on the 
national energy sectors, it is easy to predict that the prepara-
tory work will become more intensive for everybody involved 
during the next reporting periods. upcoming challenges such 
as a coordinated approach to infrastructure development and 
compliance with the European union’s network codes can be 
added to the to-do list. .there will be no time for compla-
cency in the upcoming years.

this report has been prepared by all units of the secretariat, 
coordinated by its deputy director. nina grall, milka mumov-
ic, Heli lesjak and Daniel stern deserve special thanks for their 
contribution to editing and compiling the individual texts. the 
secretariat will be at your disposal for all comments and ques-
tions related to the information contained in this report and 
the assessments made.

Janez Kopa~
Director
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2. introDuction

a. the Energy community 

the Energy community extends the Eu internal energy mar-
ket to its neighbouring countries. the principle objectives of 
the Energy community are to create a regulatory and market 
framework which is capable of attracting investments for a 
stable and continuous energy supply. this paves the way for 
an integrated energy market, allowing for cross-border trade 
and integration with the Eu market. the Energy community 
strives to enhance security of supply and competition, and to 
improve the environmental situation in its contracting Par-
ties. the treaty covers network energy, which includes elec-
tricity, gas and oil.

the treaty establishing the Energy community was signed 
in october 2005 in athens and entered into force on 1 July 
2006. as of 1 July 2013, the Parties to the treaty are the 
European union, and eight contracting Parties, namely alba-

nia, Bosnia and Herzegovina, Kosovo*1, the former yugoslav 
republic of macedonia, moldova, montenegro, serbia and 
ukraine. Despite croatia’s accession to the European union 
on 1 July 2013, the country is still covered by the present 
report. 

Pursuant to the article 95, the European union member 
states have the possibility to become a Participant to the 
treaty. Following croatia’s accession to the Eu, currently 16 
member states have that status, namely austria, Bulgaria, 
croatia, czech republic, cyprus, France, germany, greece, 
Hungary, italy, the netherlands, Poland, romania, slovakia, 
slovenia, and the united Kingdom. 

armenia, georgia, norway and turkey are observers under 
article 96 of the treaty. georgia applied to join the Energy 
community as a full member.

1  Following an agreement between the serbian and Kosovo* governments reached under Eu facilitation, Kosovo* is the only denomination to be used within the 
framework of regional cooperation.

*  throughout this implementation report, this designation is without prejudice to positions on status, and is in line with unscr 1244 and the icJ opinion on the 
Kosovo declaration of independence.

source: Energy community secretariat

Energy community members

introDuction

the means to achieve the objectives underlying the Energy 
community treaty is integration by law being based on Eu 
rules and principles. the contracting Parties have committed 
themselves to the implementation of selected parts of the 
acquis communautaire on electricity, gas, oil, renewable en-
ergy, energy efficiency, competition, environment, statistics 
and security of supply. 

additionally, a unique institutional setup supports the further 
implementation and development of the acquis. the institu-
tions comprise the ministerial council as the supreme deci-
sion-making body, the Permanent High level group prepar-
ing its work, the regulatory Board, Fora for electricity, gas, oil 
and social issues, and the secretariat.

ministErial
council

PErmanEnt
HigH lEVEl

grouP
(PHlg)

rEgulatory
BoarD
(EcrB)

tHE EnErgy
community
sEcrEtariat

Fora

ElEctricity
gas

social issuEs
oil

source: Energy community secretariat

Energy community institutional setting

b. the secretariat 

the secretariat of the Energy community is the only perma-
nent and independent institution under the treaty. its roles 
comprise providing assistance to the Parties and institutions 
of the treaty, enforcing the implementation of the treaty’s 
acquis and monitoring the state of implementation.

in accordance with article 67(b) of the treaty, the secretariat 
shall review the proper implementation by the contracting 
Parties of their obligations under the treaty and submit an-
nual progress reports to the ministerial council of the Energy 
community.
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3. implementation 
of the treaty

Progress made and open issues
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3.  imPlEmEntation oF tHE trEaty –  
ProgrEss maDE anD oPEn issuEs

1. over the past years, the Energy community has developed 
into a dynamic organization. on many occasions it showed 
its determination to keep up with the pace set by the Euro-
pean union in reforming and integrating its internal energy 
markets. most of Eu landmark legislation of the past years, 
such as the so-called third Energy Package or the renew-
ables and Emergency oil stocks Directives were incorporated 
promptly by the ministerial council. the incorporation of oth-
ers, such as the new Energy Efficiency Directive or the Energy 
infrastructure regulation, is currently being prepared. on a 
secondary law level, the network codes and guidelines, still 
under development within the European union, need to be 
taken over by the Energy community promptly in accordance 
with the commitments made by its institutions and the need 
to preserve harmonized grid operation throughout wider 
Europe. the constant evolution of the body of Energy com-
munity law in line with the European acquis is important for 
maintaining the legislative homogeneity without which the 
single pan-European energy market pursued by the treaty es-
tablishing the Energy community would become impossible. 
Full implementation by the contracting Parties, however, is 
vital. Without such implementation, the commitments made 
amount to little more than lip service.

as regards reforming the domestic and regional energy sec-
tors, – the focus of this implementation report – the perspec-
tive in institutional and bilateral discussions has indeed shifted 
to third Package implementation. Plans were prepared by 
most contracting Parties and drafting work started in some 
of them. as important as this is, it cannot hide the fact that 
the opening of energy markets – the thrust of European en-
ergy legislation, and linked to concrete dates by the second 
Package – is still far from reality on the eve of third Pack-
age implementation. this goes for both the electricity and 
gas sectors. the absence of open markets in an environment 
dominated by the involvement of the state – through control 
over incumbent utilities, granting of subsidies and regulating 
energy prices with few exceptions – has been analyzed and 
deplored on many occasions. the secretariat’s response to 
the implementation gap includes enforcement, the insistence 
on changes to the market designs for which the upcoming re-
view of primary legislation provides the opportunity, and a re-
form of the treaty’s institutional and procedural set-up which 
currently does not live up to the ambitious goals it pursues.

2. the treaty evolved as a tool to reform and integrate the 
electricity and hydrocarbon sectors in the contracting Parties 
in accordance with legislation originating in the Eu. these 
sectors are complemented by flanking policies such as energy 
efficiency, environment, renewable energy, competition and 
statistics. they are often governed by institutions and legis-
lation different from those in charge of the energy sectors. 
However, they all deal with key aspects of energy reform in 
the contracting Parties, which is why they are fully included 
in the secretariat’s monitoring, assistance and enforcement 
activities. at the same time, the structural reform of the 
market designs for electricity and hydrocarbons is the most 

pressing task – not only to increase their efficiency, attractive-
ness and sustainability but also as a precondition to achieve 
all other objectives expected under the treaty. consequently, 
those two sectors take center stage also in this implementa-
tion report.

a. as in previous years, the larger part of the past year’s activi-
ties both within the contracting Parties and the secretariat 
was linked to the electricity sector. in south East Europe, this 
sector used to be fully integrated within yugoslavia (with the 
exception of albania). today, the networks form an inte-
gral part of the pan-European electricity system operated by 
ENTSO-E. moldova and ukraine are at an early stage of their 
efforts to integrate with that system, and their technical and 
commercial ties with continental Europe are currently looser 
than those of South East Europe. A significant exception to 
this is the Burshtyn island in Western ukraine.

Despite these regional specifics, the characteristics, problems 
and challenges of the domestic market designs are rather 
similar. the markets are usually separated into a regulated 
and a non-regulated segment, with the latter consisting of 
only few industrial retail customers supplied by either regional 
traders or the local incumbent. the domestic supplier (still a 
factual, or in the case of albania and ukraine, even a legal 
monopoly) will normally buy from traders only if and to the 
extent domestic generation does not suffice to satisfy their 
demand. their demand is determined by the bulk of domes-
tic customers which are supplied at regulated prices. this in-
cludes households and smEs, and often also large industries. 
the relation between the “public” supplier and the incum-
bent generation company is determined by factual exclusiv-
ity. in many countries, they are part of the same vertically 
integrated and state-owned undertaking.

most laws envisage full market opening by 2015, and for-
mal eligibility is typically well-transposed. But in reality the 
larger share of markets in the contracting Parties cannot be 
considered open. in some countries, step-wise liberalization 
programmes were also implemented. serbia deserves credit 
here. too often the public service obligations imposed by the 
current market designs are excessive. this is visible in features 
such as the supplier of last resort which essentially replicates 
the public supplier. the all-embracing price regulation, on 
the other hand, is still below prices capable of promoting the 
necessary investment in generation capacity and networks. 
regulation of the entire price and volume of domestic gen-
eration in particular has brought many utilities to the verge 
of bankruptcy, discourages investments and does not allow 
for the liquidity needed to maintain even security of supply.

With the exemption of a few non-regulated customers and 
situations when domestic generation does not suffice, trading 
on regional markets is still not developed in the Energy com-
munity. as the incumbent generator sells by default all its 
energy to domestic and regulated consumers, none remains 
available for real cross-border trade, especially as the region 
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is alarmingly short of generation capacity. the standard mar-
ket model is essentially locking-in all domestic generation and 
leaves space for new entrants only in exceptional situations. 
nor is there much demand in other contracting Parties where 
the market design is equally introspective and prices are kept 
low by regulation. The potential for and benefits of a region-
ally integrated market is very high, in south East Europe prob-
ably more than elsewhere in Europe. that it has not become 
a reality was already deplored in previous years. Besides the 
market designs, it also lacks institutions such as power ex-
changes for the day-ahead market, regional balancing mar-
kets and, as an absolute minimum, joint capacity allocation 
mechanisms. the progress made by the project team which, 
after many delays, is supposed to set up the coordinated auc-
tion office by the end of this year, is too minimal to live up to 
previous expectations. To be fair, highly politicized conflicts 
such as the dispute between serbia and Kosovo* over cer-
tain aspect of network operation contribute significantly to 
this regional paralysis. new initiatives for bottom-up market 
integration such as the serbian sEEPEX or the croatian mar-
ket coupling project need to be supported to the extent they 
remain open and non-discriminatory.

on national level, strong and independent regulators must 
not be afraid of intervening in the market in the interest of 
its opening, even if the intervention concerns state-owned 
companies1. the third Energy Package will provide regula-
tors with far-reaching tools for that purpose. under the cur-
rently applicable market designs, regulators should propose 
virtual power plants, market-based procurement mechanisms 
for the public supplier, abolition of wholesale price regula-
tion and appoint suppliers of last resort with no interest to 
keep foreclosing the markets etc. the regional action Plan 
for Wholesale market opening in south East Europe (sEE-
raP) lists further measures in that respect.

in general terms, it is the notion of public service, as abstract 
as it may be, which needs to be recalibrated and balanced 
against market opening. to consider the overall objective of 
the energy sectors to provide public service through price 
regulation constitutes a relic from the pre-reform era. the po-
litical commitments the contracting Parties made under the 
sEE-raP must now be implemented in the upcoming round 
of amendments to national legislation in the context of the 
third Package. this is likely to be the last chance to do so 
for several years to come. Without a meaningful reform of 
entire electricity markets and progress in regional integration, 
the gap between the Energy community and the (soon to 
be coupled) Eu wholesale markets will further widen, with 
significant negative consequences for prices, investments and 
the security of supply in the Energy community.

b. the hydrocarbons sector – oil and oil products have been 
included in the Treaty’s definition of “network energy” next 
to gas since 2008 – is rather different.

c. as far as gas is concerned, the acquis communautaire is 
limited to transportation and downstream markets, and thus 
all but excludes exploration and production. By far the main 
source of imports is russia. individual contracts signed by the 
national incumbents with Gazprom and not disclosed to the 
Secretariat to a large extent define and potentially foreclose 
the wholesale markets. the retail markets, where they exist 
– albania, Kosovo* and montenegro currently have no ac-
cess to natural gas – suffer from similar over-regulation as 
the electricity sector, with prices sometimes heavily subsidized 
and not cost-reflective for the large majority of customers. 

the reporting period, however, saw important develop-
ments which could lead to changes in the situation. Firstly, 
the selection of Trans Adriatic Pipeline (TAP) as the pipeline 
project bringing azeri gas (also) to south East Europe should 
change the almost exclusive dependence on one gas supplier 
in the region. the secretariat, in its opinion on the national 
regulators’ exemption decision, made it clear that it has high 
expectations in that respect. moreover, the recent trend of 
diversification of Ukraine’s gas imports through reverse flows 
is very positive. it shows, among other things, that investor’s 
confidence in well-organized and transparent gas markets 
established through the implementation of the acquis com-
munautaire can indeed boost market entry and security of 
supply. obviously, there is still a lot to do in this respect, in 
particular with regard to unbundling, which is not quite sat-
isfactory yet in several contracting Parties. the upcoming 
obligation to implement the third Package provides a new 
chance to make up leeway. this goes in particular for Bosnia 
and Herzegovina, where the legislative framework for the gas 
sector has remained piecemeal for years. in order to push the 
development forward, the Secretariat submitted its first-ever 
reasoned request to the ministerial council this year.

d. as regards the petroleum sector the requirements imposed 
by Energy Community Law are rather specific and do not 
necessarily call for comprehensive legislative reforms. this is 
understandable considering that the markets are at the same 
time globally integrated and largely liberalized. general prin-
ciples as well as the sulphur in Fuels Directive 1999/32/Ec 
aside the notable exception to this “light treatment” of the 
oil sector is security of supply. Here, the Energy community in 
2012 followed the Eu and international Energy agency (iEa) 
standards by adopting Directive 2009/119/Ec with an imple-
mentation deadline of 2023. the next decade will be charac-
terized by preparing its full implementation. in the meantime, 
the general principles such as non-discrimination, free move-
ment of goods and competition need to be enforced.

e. the importance of the horizontal policies – environment, 
the promotion of renewable energy, energy efficiency, com-
petition and state aid as well as statistics and social issues 
– often pales in comparison with the sector-specific reform 
obligations. That is not justifiable. Their objectives and practi-
cal implementation are crucial for the development of the en-

1  This will require a change in mindset, and a significant increase in real independence form Governments. 
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ergy sector, and may be beneficial or detrimental, depending 
on their design. as the case of Bulgaria shows for instance, 
the manner in which support schemes for renewable energy 
are applied in a given social climate may have fundamental 
impacts far beyond the energy sector alone. this example, 
as well as the general European discussion on the future of 
renewable energy promotion, also irritates the contracting 
Parties who in 2012 agreed to commit to very challenging 
targets. Here, as in the cases of increasing energy efficiency or 
reducing emissions from coal-fired power plants and petro-
leum products under the environmental acquis, investments 
are key. the success of horizontal objectives thus depends 
again on successful reform – including prices – and integra-
tion of the energy market, the core objective of the sectoral 
policies. the secretariat supports this process also in the area 
of social policy by proposing to the ministerial council a com-
munity-wide definition of vulnerable customers in the outline 
of a social strategy. other areas, most notably the competi-
tion and state aid rules with a high potential to help liberal-
izing markets, suffer from an enforcement problem which is 
not only a national one but also due to an inadequate institu-
tional design of the treaty. 

3. it has been remarked by many observers that the Energy 
community pursues objectives equally – or given the social 
conditions and the prevailing backlog indeed: more – ambi-
tious than the European union in the energy sector. at the 
same time, it was said that the treaty fails to provide the 
instruments needed to actually achieve these objectives. in 
the beginning of 2013, and based on practical experience so 
far, the secretariat made an analysis of the weaknesses of 
the treaty and its acquis. among others, the inadequacy of 
the enforcement regime, the limited role of environmental 
standards, the lack of harmonization measures for market 
designs and prices and the lack of a possibility for participa-
tion of the Energy community regulatory Board in agency 
for the Cooperation of Energy Regulators were identified. 
the secretariat recommended that the Energy community, 
to live up to its full potential and create a true pan-European 
community of shared laws and principles, starts a discussion 
on how to increase the efficiency of its institutional and legal 
framework. in response, the Permanent High level group in 
June 2013 expressed both its full support to the continuation 
of the treaty beyond 2016, and agreed to recommend to the 
Ministerial Council the setting up of a High Level Reflection 
group which would assess the functioning of the treaty and 
propose potential amendments. this process and the state of 
play of the present treaty’s implementation should be seen in 
close relation.

Dirk Buschle
Deputy Director / legal counsel

imPlEmEntation oF tHE trEaty – ProgrEss maDE anD oPEn issuEs
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3.1.1 ElEctricity– a regional overview

a. the acquis on electricity 

the contracting Parties committed to implementing the fol-
lowing legislative documents:

1. Directive 2003/54/Ec concerning common rules for the 
internal market in Electricity sets minimum requirements for 
the establishment of competitive electricity markets, including 
public service obligations and customer protection, monitor-
ing of supply, authorisations and tendering of new genera-
tion capacity, tasks for transmission and distribution system 
operators, unbundling of network operation and unbundling 
of accounts, transparency, third-party access to networks, 
eligibility and market opening, as well as the independence, 
scope of responsibilities and instruments for enforcement of 
the regulatory authority. 

according to the treaty, the deadline for implementation of 
Directive 2003/54/Ec expired on 1 July 2007. accordingly, the 
electricity markets in the contracting Parties were expected to 
be open to competition for all customers except households 
from 1 January 2008. Households should become eligible no 
later than 1 January 2015. 

Pursuant to the accession Protocol of moldova, the coun-
try committed to implement the Directive before the end of 
December 2009 and to open the electricity market for non-
household customers before 1 January 2013. the respective 
Protocol for ukraine sets both deadlines at 1 January 2012.

2. regulation (Ec) 1228/2003 on conditions for access to the 
networks for cross-Border Exchanges in Electricity, together 
with the guidelines on management and allocation of avail-
able transfer capacity of interconnections between national 
systems set the basic principles of regional market integra-
tion. Building on Directive 2003/54/Ec, the regulation lays 
down rules for the use of interconnectors and for coordinated 
management of cross-border electricity flows, including com-
pensation of costs, imbalance and network access charges, 
availability and access to information, capacity allocation and 
congestion management on interconnections including sec-
ondary trading of capacity rights, exemptions for new inter-
connectors, use of congestion revenues, etc. 

according to the treaty, the implementation deadline for 
regulation (Ec) 1228/2003 also expired on 1 July 2007. the 
guidelines became part of the Energy community acquis by 
Decision 2008/02/mc-Enc of the ministerial council in 2008, 
and the deadline for application of a common coordinated 
congestion management method and a procedure for alloca-
tion of capacity required thereby was set for 31 December 
2009. in the case of moldova, the accession Protocol sets 
the deadline for implementation of the regulation and the 
guidelines to 31 December 2010. ukraine, in its accession 
Protocol, has committed to implement both acts not later 

than 1 January 2012.

3. Directive 2005/89/Ec concerning measures to safeguard 
security of Electricity supply and infrastructure investment 
provides a legal framework for the contracting Parties to de-
velop coherent, transparent and non-discriminatory security 
of supply policies compatible with the operation of a com-
petitive electricity market. Building on article 4 of Directive 
2003/54/Ec (monitoring of security of supply), the Directive 
indicates necessary measures to safeguard an adequate level 
of electricity supply, encourage new investments in genera-
tion, transmission, distribution and interconnection infra-
structure in order to maintain sustainable balance between 
supply and demand, to set, meet and monitor the quality of 
supply and network security while contributing to the proper 
functioning of the regional and internal electricity markets. 

the Directive was incorporated into the Energy community 
acquis by Decision 2007/06/mc-Enc of the ministerial coun-
cil in 2007. the deadline for the implementation of the Direc-
tive expired on 31 December 2009. the accession Protocol 
for moldova sets the deadline for implementation of Directive 
2005/89/Ec at 1 January 2010. ukraine committed to imple-
ment the same Directive by 1 January 2012.

(4) Within the European union Directive 2003/54/Ec and reg-
ulation (Ec) 1228/2003 have been replaced by new acquis in 
the framework of the so-called “third Energy Package”. on 
6 october 2011, the ministerial council in chisinau adopted 
Decision 2011/02/mc-Enc on the implementation of Direc-
tive 2009/73/Ec and regulation (Ec) 715/2009, with a gen-
eral implementation deadline set for 1 January 2015. Despite 
the fact that the contracting Parties’ implementation commit-
ments currently still relate to the “second Energy Package”, 
preparation for the legal and practical amendments necessary 
to implement the third Package should have already started 
in all contracting Parties to meet the implementation dead-
line.

b. the Energy community electricity sector 

1. Implementation

in the reporting period 2012 - 2013 the Energy community 
electricity sector achieved little progress in the implementa-
tion of the treaty. one feature we can report was the relative-
ly faster advancement of montenegro and serbia, compared 
with the slowing pace of reforms in albania, the former yu-
goslav republic of macedonia, moldova and ukraine where 
the policy priorities appeared less focussed or less transparent.

The most important factor that influenced the reform process 
was the adoption of the third Package with a deadline of 
1 January 2015. some contracting Parties started to modify 
their legal acts targeting its transposition, namely montene-
gro, serbia and Bosnia and Herzegovina (in all jurisdictions). 
others, such as the former yugoslav republic of macedonia, 

are about to start with the drafting. ukraine declined from 
attempting to reach the deadline. in its own process of ap-
proximation to the Eu, croatia completed the transposition 
of the third Package.

Drafting of primary legislation still needed to comply with the 
second Package for the electricity sector was not a main fo-
cus except in Bosnia and Herzegovina, where the new Elec-
tricity law of the Federation of Bosnia and Herzegovina was 
adopted by the Federal assembly on 25 July 2013. the act 
significantly improves compliance with the Energy Commu-
nity acquis in the areas of new capacity authorization, eligibil-
ity and third party access to distribution network, and repre-
sents a good start for transposition of the third Package in 
the legal framework of the Federation. the adoption of the 
draft legal acts of albania, moldova and ukraine was further 
postponed, among else due to interfering elections or other 
political events. 

Further steps are still required for full compliance in the area 
of security of supply as governed by Directive 2005/89/Ec 
which has been somewhat overlooked. the security of supply 
statements due by september 2013 were timely submitted 
only by Bosnia and Herzegovina and Kosovo*. the provisions 
for cross-border capacity allocation and congestion manage-
ment pursuant to regulation (Ec) 1228/2003 are transposed 
in their basic format, with a number of elements still missing. 

transposition and implementation of the third Package re-
main future priorities in every country.

most of the contracting Parties proceeded with the gradual 
development and application of new secondary rules, with a 
common priority on facilitating certain aspects of the market, 
required investments or end-user supply. 

1. Authorisation procedures for new generation and ten-
dering are important for improving the investment climate, 
and usually the basic provisions are transposed. implementa-
tion follows a standard pattern – the minister or the cabi-
net of ministers are responsible for authorisation of the con-
struction and issuing concessions, if required. there are cases 
where supporting laws, such as a law on concessions or pub-
lic-private partnership, or a construction law, are applicable, 
and cases where the regulatory authority is authorised for is-
suing the construction permits.

the tenders are typically organized by the ministry. the regu-
latory authority later licenses the operation. 

the existing legal frameworks and administrative practices 
still fall short of compliance. the implementation fails to en-
sure efficiency and transparency. A better level of transpar-
ency is provided in albania where an independent company 
has been established to improve the investment climate, and 
in the Federation of Bosnia and Herzegovina with the newly 
adopted Electricity law.

2. the legal unbundling of the transmission system opera-
tor is transposed in all jurisdictions. the transmission system 
operator is usually in state ownership, in some cases (mol-
dova, serbia, ukraine) still not corporatised. in montenegro 
the state is a dominant owner (55% of the shares). in Bosnia 
and Herzegovina an “iso” model is applied (not according 
to the third Package) but in practical terms the unbundling 
has not been thoroughly implemented which has resulted in 
problems with the management and investment capacity of 
the transmission company. 

Distribution has not yet been legally unbundled, at least from 
the supply under regulated prices, in any jurisdiction. this is 
one of the common tasks to be faced in the next period.

The accounting unbundling is still insufficient in some ver-
tically integrated utilities and in some jurisdictions not even 
duly enforced (Kosovo*, albania and ukraine). unbundling 
of regulated from market-based activities is not enforced or 
implemented in ukraine.

3. Third party access implementation is more advanced in all 
contracting Parties, both for the transmission and distribution 
networks. 

transmission grid codes are developed, adopted by the regu-
lators and publicly available, however not fully implemented 
in all jurisdictions (Kosovo*, albania). the general conditions 
for electricity supply cover the connections and access to the 
distribution grids. in some cases the access to the network is 
limited by administrative conditions (ukraine, Kosovo*). the 
treatment of the refusal of access and the exemption from 
third party access still require improvements in all jurisdictions.

network tariffs for transmission and distribution are deter-
mined, approved by the regulator, published and applied in 
each jurisdiction. 

4. the aspects of eligibility (criteria, calendar, enforcement, 
etc.) are addressed in all jurisdictions except Ukraine. The defi-
nition is generally compliant while the market opening in real 
terms is adjusted to national circumstances. the applicable 
calendar for market opening is often linked to the type of 
network – transmission / distribution (montenegro); or to the 
voltage level of the connection to the distribution grid (Bosnia 
and Herzegovina, former yugoslav republic of macedonia, 
serbia), and/or to the level of consumption (albania). in some 
jurisdictions, eligible customers are not entitled to regulated 
prices (former yugoslav republic of macedonia, serbia) which 
so far has been applied to large industry customers only. it 
remains to be seen whether and to what extent it will be 
applied to the low-voltage commercial customers and house-
holds.

regulated tariffs are still offered, in one way or another to 
some categories of eligible customers in all contracting Par-
ties. this in turn prevents effective deregulation of the gen-
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eration. overregulation in the domains of generation and 
supply is one of the main reasons for the slow progress of the 
liberalisation of the local electricity markets. 

5. Supplier switching rules are being gradually applied (Bos-
nia and Herzegovina, former yugoslav republic of macedo-
nia, montenegro, serbia). all contain some form of a “suppli-
er of last resort”, under various names, powers and methods 
of price regulation. no competitive switching has been effec-
tively introduced yet.

supplier switching is curtailed by the prevention of potential 
new suppliers from access to the end-customers supply result-
ing from the generally concentrated and undeveloped whole-
sale market and lack of access to low-cost generation. the 
“single buyer” market model is applied in the legal frame-
works of albania and ukraine; however all contracting Par-
ties suffer from significant concentration and dominance of 
state-owned generation and/or supply companies. 

6. the conditions for cross-border transmission and alloca-
tion of interconnection capacity are generally at an advanced 
degree of compliance – to the level that market-based mech-
anisms (auctions) are applied on all interconnectors operated 
as a part of ENTSO-E network, for various time horizons. 
coordinated bilateral auctions are applied on some borders 
(serbia, croatia).

the capacity allocation rules are being improved (in albania 
and ukraine), capacity reservation is gradually being abol-
ished upon intervention of the secretariat. the congestion 
revenue is not always adequately treated and data not always 
available.

7. the balancing rules are developed in the context of the 
market rules or grid codes. However they are not always ad-
equately applied. in some cases the balancing mechanisms 
have introduced limited levels of competition (serbia), but in 
most cases they have not been developed in the context of 
market conditions. the balancing of the demand basically re-
mains in the domain of regulated services. in some systems 
the balancing is still performed implicitly by the transmission 
operator/dispatcher, and the costs are socialised in the whole-
sale tariff (ukraine).

8. Provisions for transparency of data are partially available 
and applied. the availability of information to the market 
participants is sometimes problematic and, along with the 
monitoring obligations of the regulatory authorities, requires 
improvement. the practical implementation nevertheless cor-
responds to the minimum needs of market participants owed 
to the limited complexity and dynamics of the relevant trans-
actions. not all requirements from the acquis for transparency 
and access to information have been fulfilled, which is a chal-
lenge for future development.

9. the provisions for customer protection are usually trans-

posed to satisfactory level but far from full complying with 
the requirements from the acquis. in particular it is important 
to apply the specific rules for support of the final customer 
including contractual obligations and availability of data. they 
are missing or incomplete in most cases. universal service is 
not always recognised or adequately enforced. the rules of 
the third Package are targeting a much higher level of com-
pliance in all customer protection aspects.

the aspects of public service are misinterpreted in all jurisdic-
tions. the most common pattern is the treatment of public 
service as a default condition available in excess and used to 
justify whatever type of regulation is in question (tso, Dso, 
balancing, generation, supply). there is almost no adequate 
treatment of the exceptional character of public service, or 
any obligation to report on it.

the treatment of the protection of vulnerable customers is 
also critical. it is available to a certain extent in all jurisdictions 
in diverse modes and protection mechanisms, and is in most 
cases in one way or another not in compliance. there are 
mechanisms applying cross-subsidies and/or state subsidies 
(ukraine). in a growing number of cases the use of funds from 
the State budget is envisaged. Identification of the vulnerable 
customers is not always clear and the definition of the sup-
port is not always comprehensive or fully adequate.

2. The regional electricity market

the creation of a coherent and convergent regional market, 
operating on harmonised legal and regulatory rules is a cen-
tral trigger for attracting investments and increasing market 
liquidity in the Energy community. only if the relatively small 
individual Western Balkan markets join forces and create a 
common and competitive trading area, can the benefits for 
customers and social development be gained from market 
liberalization materialize.

the path towards a common regional market in the Energy 
community strongly orientates around European develop-
ments, having in mind the final target of integration into the 
European and Energy community markets. in the electricity 
sector the so-called regional action Plan for Wholesale mar-
ket Opening in South East Europe (SEE RAP) defines the steps 
for regional market integration in the 8th region streamlined 
with the milestones and actions of the European electricity 
target model and the four cross-regional roadmaps - capacity 
calculation, long term capacity allocation, day ahead capac-
ity allocation (market coupling), continuous mechanisms for 
implicit cross border intraday trading.

the 8th region was established following a decision by the 
ministerial council of the Energy community in 2008 with a 
view to implement a common procedure for electricity con-
gestion management and transmission capacity allocation on 
a regional level. it covers the Energy community contracting 
Parties and eight neighbouring Eu member states.

Implementation of the SEE RAP faces significant delay related to at least three of the four cross-regional elements:

Regional Action Plan Deadline

capacity calculation agreement between tsos on a common capacity calculation methodology Q4 2011

Forward markets  
(long term capacity allocation)

coordinated bilateral explicit auctions implemented on all borders Q1 2012

centralized multilateral coordinated auctions (sEE cao) Q4 2012

Day-ahead market 
(market coupling)

Establishment of PXs or commissioning services from existing PXs 31.12.2012

Bilateral/ trilateral market coupling in the sEE region (nucleus approach or 
different regional initiatives) 

Q2 2013

the sEE raP’s deadlines related to intraday markets are still 
ahead of the target of establishing cross-border intraday ca-
pacity markets on several borders by mid 2014 and reaching 
a harmonised regional solution by mid 2015. 

in line with the European targets, the sEE raP foresees the es-
tablishment of a SEE Coordinated Auction Office (SEE CAO), 
targeting harmonization of the allocation and nomination 
rules for long and medium term transmission rights in the 8th 
region and executing multilateral coordinated auctions on all 
sEE borders as regional one-stop-solution for end of 2014. 
a so-called Project team company in charge of Establishing 
a sEE cao (Ptc) has been registered in montenegro in July 
2013 with the scope of preparing the effective operation of 
the sEE cao. this included organizational, legal and techni-
cal assistance related to the company’s set up. the network 
operators of albania, Bosnia and Herzegovina, croatia, Fyr 
of macedonia, greece, Kosovo*, montenegro, romania, slo-
venia and turkey are shareholders of the Ptc.

the original deadline for sEE cao to auction the annual ca-
pacities for 2014 at the end of 2013 will not be met. instead, 
sEE cao is expected to be functional no later than 1 July 
2014, starting with monthly allocation periods as the initial 

step for centrally coordinated forward capacity allocation and 
complementary to market coupling. a positive development 
in the direction of a coordinated regional approach was the 
serbian tso, Ems, at the 18th Energy community Electricity 
Forum declaring its readiness to enter into joint bilateral auc-
tions, as a first step, with the SEE CAO. Commitment by the 
Bulgarian network operator is still missing.

also, concrete progress has not been made either relating to 
the choice of a single capacity allocation algorithm as a key 
requirement for market coupling, nor regarding the estab-
lishment of Power Exchanges (PX) or commissioning services 
from existing PXs. the related deadlines of the sEE raP have 
been clearly missed. 

However, the support of the 18th athens Forum for the ser-
bian sEEPEX as a possible pilot project for the development 
of market coupling across the region - that can be extended 
to other contracting Parties on a step by step basis – has to 
be seen as a positive signal towards progress. a comparable 
initiative has been started in croatia with the aim of establish-
ing a PX or entering into joint venture agreements by the end 
of 2013 or early 2014 the latest.

members of the 8th region
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it has to be underlined that delays in progress are strongly 
home-made and mainly due to lack of serious political com-
mitment: all elements of the sEE raP can be implemented 
within the legal framework of the second Energy Package. 
the establishment of regionally coordinated congestion 
management is even explicitly required by regulation (Ec) 
1228/2003. 

Effective market opening is also hindered by a number of 
legislative barriers in the contracting Parties that need to be 
abolished, in particular relating to public supply, single buyer 
models, regulated energy prices, market based procurement 
and trade of electricity and monopoly positions in electric-
ity generation and supply. in addition, un-harmonized Vat 
establishes an obstacle for regionally coordinated capacity al-
location and market coupling.

the lack of a regionally coordinated capacity allocation mech-
anism remains a key concern also due to the negative effects 
on market liquidity. Insufficient transmission interconnection 
capacity with neighboring systems is a core obstacle for lim-
ited cross-border trading and the establishment of a regional 
electricity market. coordinated capacity allocation and con-
gestion management schemes are therefore essential. al-
though the tsos of all Energy community contracting Par-
ties, except moldova, have already introduced market-based 
capacity allocation mechanisms (based on ntc auctions) for 
congestion management at their borders, there is still insuf-
ficient harmonisation in the 8th Region.
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a. the electricity sector in albania 

in albania, the virtually complete reliance on hydro-power, 
and the low financial liquidity of the electricity sector (caused, 
inter alia, by an unsustainably high level of losses, a low col-
lection rate, non-payment by the public sector) are obstacles 
for the sustainable development of the electricity market and 
security of supply. this situation caused a long-standing and 
very harmful dispute between the state and its companies, 

and the privatized distribution and supply company, CEZ 
Shperndarje. the dispute in early 2013 culminated in the re-
vocation of the latter’s license by the regulatory authority, an 
unprecedented event in the contracting Parties to the Energy 
community.

the primary legal act governing the electricity sector in al-
bania is the Power sector law of 2003, as amended several 
times since. the law is based on a tight “single buyer” mar-

Electricity

3.1.2 alBania

2011 2012

Electricty Production [GWh] 4,157 4,722

Net Imports [GWh] 3,268 2,715

Net Exports [GWh] 187 297

Total Electricity supplied [GWh] 7,238 7,140

Gross Electricity Consumption [GWh] 7,238 7,140

Losses in Transmission [GWh] 173 169

Losses in Transmission [%] 2.30% 2.21%

Losses in Distribution [GWh] 2,006 3,178

Losses in Distribution [%] 30.90% 46.38%

Consumption of energy sector [GWh] 27 21

Final consumption of electricity [GWh] 5,032 3,772

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 2,444 1,609

Households (residential customers) 2,588 2,163

Net maximum electrical capacity of power plants [MW] 1,573 1,824

Net maximum electrical 
capacity of power plants [MW]

Coal-fired

out of which: multi -fired

Gas-fired

out of which: multi -fired

Oil-fired 98 98

nuclear

Hydro 1,475 1,726

out of which: small hydro 42 195

Pumped storage

other renewables

out of which: Wind

Horizontal Transmission 
Network [km] 

380 kV or more [km] 320 320

220 kV [km] 1,228 1,228

110 kV [km] 1,251 1,285

HVDc [km] 0 0

substation capacity [mVa] 2916 3846

Electricity Customers

total 1,108,000 1,046,972

out of which: non-households 196,440 298,253

Eligible customers under 
national legislation

6 7

active eligible customers 1 7

Domestic market
Electricity supplied to active eligible customers [mWh] 131,271 596,850

share of total consumption [%] 1.81% 8.36%

source: ErE
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ket structure, i.e. a legal monopoly for purchase of domestic 
electricity. 

the authority responsible for the primary legislative frame-
work and policy-making in the electricity sector is the ministry 
of Economy, trade and Energy of albania (mEtE). the En-
ergy regulatory Entity (ErE) adopted or approved secondary 

legislation such as transmission and distribution grid codes, 
a metering code and transitional market rules reflecting the 
principles of the outdated model applied in albania. a tar-
iff methodology is in place and applies for the regulation of 
all public services in the electricity sector. regulated supply 
prices have been approved for the period 2012 - 2014.

Cross border flows
(import / export)

Albania’s Electricity Market Scheme

40
Independent Power

Producers

1

1

Producer with PSO
KESH-Gen 7

RES producers
(incentives)

OST

Traders / Suppliers

21

KESH 
Wholesale Public

Supplier 1

TSO

1CEZ Shperndarje
DSO

Tariff Customers

1 046 965
Eligible Customers

7

Retail Public
Supplier

Energy flow Commercial relation

Source: Energy Community Secretariat

the transmission system operator is legally unbundled in the 
form of a state-owned company Operatori i Sistemit te Trans-
metimit (OST). OST operates the transmission system and per-
forms central dispatching and electricity market administra-
tion. the transmission losses were at a level of 2.2% in 2012.

the electricity system of albania is interconnected with the 
neighbouring systems of greece and montenegro on 400 kV, 
and on 220 kV with the system of Kosovo*. the relatively low 
level of stability of the transmission system in the southern 
part of albania, and the missing scaDa functions still under-
mine the security of network operation and quality of service. 
The system needs significant improvement in the areas of in-
frastructure performance and quality of operation in order to 
reach the requirements of ENTSO-E and allow OST to join.

Korporata Elektroenergjitike Shquiptare (KESh) is the incum-
bent generation holding. it consists of “KESh-Gen” which 
operates the large state-owned hydro-generation capacities 
(1,433 mW) and the only thermal power plant in albania 
– the (currently idle) tPP Vlora (98 mW). KESh operates as 
“wholesale public supplier”, the single buyer established by 
the law and the market model. Private producers operate a 

total of 196 mW of hydro-power capacity, and contributed 
7% of the domestic production of 4,722 gWh in 2012.

there were four electricity traders active in supplying electric-
ity to or through albania in 2012. imports of electricity are 
also carried out, when required, by KESh to cover the missing 
demand, and by the “retail public supplier” CEZ Shperndarje 
to cover the enormous losses in distribution.

on the supply side the market is dominated by the distribu-
tion system operator and retail public supplier CEZ Shperndar-
je, dominantly (76%) owned by the czech energy holding 
CEZ. the albanian company CEZ Shperndarje operates the 
distribution system and supplies electricity under regulated 
prices. in 2012 CEZ Shperndarje registered 6,852 gWh of 
electricity supplied. However, the billed consumption was 
only 3,771 gWh indicating distribution losses in 2012 of 
more than 45%. Household consumption amounts to 54% 
of the electricity invoiced by CEZ Shperndarje.

the electricity market is thus dominated by two companies 
operating under regulated prices both in the wholesale and 
retail segment. Following the government’s market model of 

2008, the “wholesale public supplier” (KESh) produces un-
der regulated costs or procures from the market, and sells 
to the “retail public supplier” at regulated wholesale prices 
the whole supply of electricity, including the balancing energy 
and excluding only the electricity required to cover the distri-
bution network losses. the retail public supplier CEZ Shper-
ndarje covers the demand, at regulated prices, of non-eligible 
customers and eligible customers which have not contracted 
an alternative supplier. other than (wholesale) traders, there 
were no independent suppliers active in albania in 2012. ac-
cording to the market model of 2008, the wholesale public 
supplier (KESh) also functions as a supplier of last resort. 

Pursuant to the Power sector law’s amendments of 2011, 
all customers supplied directly from the 110 kV network (re-
gardless of their consumption) as well as the customers with 
annual consumption greater than 50 gWh (regardless of the 
voltage level of their connection) are automatically consid-
ered eligible. in practice, seven customers comply with these 
criteria and all have switched from the public supply. they 
are supplied by traders, independent domestic producers or 
by KESh, to the extent its production exceeds the demand of 
captive customers. this supported effective opening of the 
market to the level of 8.4% in 2012. 

a subsidy structure (“block tariff”) is applied to household 
customers supplied by CEZ Shperndarje. it envisages a reduc-
tion of tariffs for consumed quantities below 300 kWh per 
month, which in practice covered 75% of the households in 
2012. 

b. Progress made in 2012/2013 

a draft of the outdated Power sector law has already been 
under development since 2010. Even though the draft, fol-
lowing interventions by the secretariat, was widely compliant 
with the second Package and ready for adoption in 2011, the 
events around CEZ Shperndarje and other political circum-
stances prevented it from entering into force. By now, the 
draft is widely obsolete as it would not transpose the third 
Energy Package.

the draft was expected to implement a new market model 
through phasing-out the function of a wholesale public sup-
plier and supporting supplier-switching by eligible customers 
thus achieving gradual market liberalisation.

The missing financial consolidation in the electricity sector 
and the history of disputes over the past two years between 
CEZ Shperndarje and the state companies and institutions, 
including ErE, led to the revocation of CEZ Shperndarje’s dis-
tribution and supply licenses in January 2013. the main ac-
cusations by ErE are the lack of imports of electricity to cover 
losses, missing investments, the soaring share of distribution 
losses and bad debts since privatization and late payments to 
KESh and OST.

CEZ Shperndarje, on the other hand, claimed non-cost-reflec-
tive prices and tariffs, interventions by public authorities e.g. 
in tax matters and non-payment of debts by public institu-
tions and the state-owned energy companies. the attempts 
made by CEZ Shperndarje in 2012 to enforce collection of 
the significant outstanding debts from public institutions and 
companies by curtailing electricity supply were swiftly inter-
cepted by the albanian government on security grounds.

after the revocation of CEZ Shperndarje’s licenses, ErE ap-
pointed an administrator, who has since begun managing 
CEZ Shperndarje. the mother company CEZ initiated arbitra-
tion against albania based on the Energy charter treaty’s 
investment protection provisions. the secretariat offered its 
assistance by promoting an amicable settlement.

in the aftermath of the forced change in management of CEZ 
Shperndarje, ErE reported improved liquidity in the sector in 
the first half of 2013, particularly in the settlement of the 
outstanding debts to and by KESh and OST, an increase in 
the collection rate and reduced losses. it is to be noted that 
in this period, hydrology has improved and production was 
increased while consumption was reduced, and the state pro-
vided financial support. Comprehensive structural measures, 
large scale investments, further market reforms and effective 
market opening are still missing.

During the reporting period ErE adjusted the rules for imbal-
ance settlements. the previous Balancing rules had proved 
inadequate to integrate independent small hydro-power pro-
ducers with high levels of volatility, and eligible customers 
with unreliable forecasts. The amended Rules define balance 
responsibility, a methodology for determination of the regu-
lated price for balancing energy, as well as rules for nomina-
tion and settlement. The finding of an imbalance is based 
on hourly metering where available, the nominations are 
checked and confirmed every ten days, while imbalance set-
tlement (including compensation of KESh for balancing the 
system) is done on monthly basis. the persisting application 
of the monthly settlement of imbalances and strict schedul-
ing obligations (for the eligible customers and independent 
producers) are still problematic due to the large deviations in 
the load forecasts and deliverables. 

according to ErE, OST’s practice of capacity reservation at the 
interconnectors was abandoned after the secretariat initiated 
enforcement action in 2011. the new allocation rules also 
introduced yearly and monthly auctions on all interconnec-
tions. In the period from September 2012, and in the first 
half of 2013 OST did not perform monthly allocations upon 
several decisions of ErE aimed to increase imports in support 
of security of the supply. annual auctions were suspended 
during the same period and postponed for the second half 
of 2013. Daily auctions are not being held due to the techni-
cal failure of OST to establish the necessary electronic plat-
form. amendments to the rules on interconnection capacity 
allocation are currently under review by ErE. Following the 
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recommendations of the secretariat the amended rules are 
expected to include daily allocations, the application of “use-
it-or-lose-it” and secondary trading of unused capacity, as a 
matter of priority.

in 2012 ErE adopted several rules which improved transpar-
ency and customer protection by setting criteria for the qual-
ity of services, handling of customer complaints, imposition of 
penalties to license holders and the calculation of economic 
damage. the monitoring practice of ErE has improved in the 
past several years. 

ErE adjusted the tariffs and prices for 2012 and approved 
new levels of costs for 2013 and 2014 respectively for all 
types of regulated activities, namely generation (KESh-Gen, 
small HPP, tPP Vlora), for wholesale public supply, for the 
transmission tariff, for the distribution tariff and for retail sup-
ply services per category of customer.

in 2012 ErE also adopted new connection rules, including 
a connection agreement template. among other aspects the 
new Rules improve procedures’ efficiency, provide standardi-
sation of the equipment, define ownership rights, stipulate 
rules for limitations, refusals, complaints and disputes, and 
provide more transparency in the ownership rights.

the project for construction of a 400 kV interconnection line 
with Kosovo* did not develop significantly and is still in the 
tendering stage. in the beginning of 2013 albania contracted 
the construction of 245 km of 110 kV transmission lines and 
the rehabilitation of the substations in the southern part of 
the country in order to reduce losses and increase network 
stability and security of supply in this region.

c. state of compliance 

in the absence of a new Electricity law, the Power sector law 
of 2003, as amended, remains the primary legal reference for 
compliance assessment.

1. according to the Power sector law, the government is 
the responsible authority for authorisation and tendering 
for new power generation capacity. the law sets the main 
authorisation criteria in an adequate manner but does not en-
force transparency requirements. tendering is not stipulated 
in this law, some relevant provisions are to be found in the 
law on concessions and the law on licenses, authorizations 
and Permits. the national licensing centre provides practical 
conditions for shorter authorisation procedures, in particular 
when concession certificates or other administrative prereq-
uisites are required. nonetheless, a consistent primary legisla-
tion in compliance with articles 6 and 7 of Directive 2003/54/
Ec is still not in place.

2. the unbundling provisions and status are not in compli-
ance with Directive 2003/54/Ec. the transmission system op-
erator OST is legally unbundled from the rest of the system 

and performs market operator functions. KESh operates as 
the dominant generation company and wholesale market 
supplier at the same time. none of the two is obliged or have 
committed to apply compliance programmes. unbundling of 
the accounts is basically required by the Power sector law 
however the enforcement provisions are insufficient. In prac-
tice this applies in particular to the unbundling between gen-
eration and wholesale supply activities in KESh.

CEZ Shperndarje performs the functions of distribution system 
operator and retail market supplier, without any compliance 
procedure. it has still not unbundled the accounts for supply 
to eligible and captive customers, as required by article 19(3) 
of Directive 2003/54/Ec. legal unbundling of supply activities 
from distribution system operation needs to be accomplished 
by 1 January 2015.

3. Third party access to the electricity networks is practically 
omitted from the Power sector law with almost no reference 
further than the definition. An obligation of the network op-
erators to grant access as well as the treatment of refusals 
and appeals is not enforced. ErE is obliged to set tariffs and/
or tariff methodologies for access and use of networks but 
the conditions are only partially specified, with missing provi-
sions for clear cost-reflectivity and mandatory publication. 

in practice ErE managed to improve the situation and the 
right of access is supported through the grid code and rules 
for the allocation of interconnection capacity. the new con-
nection Rules improved the visibility and efficiency of the 
procedures and treatment of ownership rights, limitations, 
refusals, complaints, disputes and transparency in this area. 
the right of use and access remains fundamentally short of 
compliance with article 20 of Directive 2003/54/Ec. 

4. as regards eligibility, the amendments of the Power sec-
tor Law in 2011 define the status of eligibility based on the 
voltage level of the connection and/or the annual consump-
tion, and not based on customer categories (households/non-
households) as defined by Directive 2003/54/EC. Albania is 
not compliant in this respect. Furthermore, rules for supplier-
switching have not been developed.

5. as regards market opening, the law and the market 
model in force bundle the incumbent generation company 
with the function of a wholesale public supplier, thus creating 
a single buyer, an exclusive reseller and an import monopoly 
for the electricity needed to cover the demand of the captive 
customers (with the exemption only of losses of electricity). 
The Law thus implicitly defines the public interest in a manner 
that results in the indigenous and public generation capaci-
ties being used for exclusive and regulated supply to albanian 
consumers, with only a few exceptions. this market model 
violates article 41 of the treaty and prevents wholesale mar-
ket opening, a fundamental objective of the treaty. 

supply under regulated tariffs is available to all customers ex-

cept those identified as eligible by the Power Sector Law in a 
non-compliant manner. the across-the-board and unlimited 
persistence of price regulation for all customer categories, in-
cluding the retail public supplier, is not in compliance with the 
acquis. moreover, the high costs of imports needs to be trans-
ferred to the end-users. using the depreciated cost of KESh’s 
production to compensate relatively high prices of imports 
distorts price signals and prevents the entry of new suppliers. 

the legal framework on public service obligation is not 
adequately structured and left for ERE to define with no suf-
ficient and compliant legal scrutiny. The Power Sector Law 
stipulates under this category and subdues to regulation, 
unconditionally and without limitation, electricity generation 
which should in fact participate on the market by default. 
there are no provisions for conditionality and exceptionality 
of such measures and no reporting or review is required. the 
legal framework is thus not in compliance with article 3 of 
Directive 2003/54/Ec.

in practice, the public service is extended to all non-eligible 
customers through their access to regulated supply. such 
practice has negative effects on the process of opening the 
market to the extent that regulated prices are lower than the 
costs of supply under competitive conditions.

6. For capacity allocation, compliance significantly im-
proved after the rules for allocation of interconnection ca-
pacity were amended by ErE in 2011, following an opening 
letter by the secretariat. their application, however, has been 
delayed on account of security of supply. Daily auctions are 
envisaged, but not yet applied. the rules and their applica-
tion are still not compliant with regard to the enforcement of 
the “use-it-or-lose-it” principle, secondary market, use of al-
location revenues, timely publication of data by the transmis-
sion system operator, as well as criteria for transparency and 
monitoring. Despite OST’s participation in the cao project 
company, regionally coordinated auctions as required by the 
congestion management guidelines still do not take place.

7. the balancing regime has been slightly improved, but in-
adequate metering and the overall balance responsibility al-
located to KESh still remain problematic. the Balancing rules 
amended in 2012 still lack adequate balancing groups, treat-
ment of positive and negative imbalances (in particular of CEZ 
Shperndarje) and adequate identification of energy losses. 
other shortcomings relate to the netting-off of imbalances 
over a long period of time (i.e. a month), allocated balance re-
sponsibility of KESh to OST, lack of adequate reference prices 
for imbalances, accounting unbundling for the balance settle-
ment purposes, etc. under these circumstances, the rules are 
considered not compliant.

8. Transparency in general is still far from being sufficient. 
the Power sector law is comprehensive in some aspects of 
transparency such as those related to metering and owner-
ship status but short of compliance in other aspects requested 
by the acquis. ErE holds transparent public hearings and dis-
pute settlement procedures, however the overall access to 
the information monitored and reported by ErE still requires 
substantial improvement.

OST, KESh and CEZ Shperndarje do not always provide con-
sistent information to ErE and their internet platforms do 
not contain sufficient or adequate information, especially in 
English. the format of the information provided by OST for 
efficient access to the network has been improved; however 
it still does not fully comply with the level of transparency 
required by regulation (Ec) 1228/2003. 

9. the protection of consumers is neglected by the Power 
sector law of 2003 - limited essentially to metering, discon-
nection and property rights, even though it is mentioned 
prominently in its preamble among the fundamental condi-
tions for electricity supply. the obligations imposed to the 
undertakings as stipulated in article 3 of Directive 2003/54/
EC are not sufficiently detailed, and enforced mainly through 
the licences issued by ErE. recently, ErE improved the situa-
tion through the rules on Quality of service, which cover the 
handling of customer complaints, imposition of penalties to 
license holders, and calculation of economic damage.
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d. conclusions and Priorities 

albania failed to update their legal framework in the electric-
ity sector in the reporting period. as such it remains among 
the least compliant in the Energy community. at the same 
time the organisation of the electricity market does not keep 
pace with the ongoing developments and growing require-
ments in this area in the region and in the Eu.

the foreclosed and highly concentrated market model is not 
only non-compliant, it will never provide the level of flexibility 
required to allow for the entry of new market players and 
thus competition. structural reform must be of the highest 
priority.

Eliminating the market concentration following from the 
wholesale public supplier and retail public supplier tandem 
and the exclusivity of their relations must remain high on the 
agenda. The first and most urgent step in this direction is the 
adoption of the new Power sector law. as the current draft 
is not advanced enough to implement the third Energy Pack-
age, it requires substantial re-drafting before adoption. Be-
sides opening up the market design, the law must introduce 
competitive platforms, such as day-ahead trading.

The financial viability of the electricity sector has improved 
by mid 2013 mainly due to the improved hydrology. its con-
solidation is still work in progress, including the settlement of 
internal debts and treatment of the arrears. the level of dis-
tribution losses and payment discipline are still unsustainable. 
they have to be systematically addressed by CEZ Shperndarje, 
but also by ErE and the state administration. they must learn 
the lessons made from past mistakes and restructure the 
whole sector thoroughly based on transparency, non-discrim-
ination and strict adherence to the rule of law. 

albania also must and will address the lack of reliability of 
hydropower generation, on which it almost entirely depends. 
in that respect, the recent support given to the TAP pipeline 
project by the authorities (and the secretariat) will hopefully 
bear fruit, most notably by allowing the idle power plant in 
Vlora to start operations on gas soon. others may follow.

the transmission system operator OST so far has failed to im-
prove albania’s system security and reliability to a level that 
it could join ENTSO-E, despite ample international support. 
ErE must be stricter in enforcing the applicable rules and its 
own decisions, otherwise albania will remain lagging behind 
in regional integration.

CUSTOMER PROTECTION 

The notion of vulnerable customers is currently not defined in Albanian law, as required by Article 3(7) of Directive 2009/72/
EC. Once defined, these customers should be protected against disconnection in critical conditions and be supported by 
schemes outside the regulated pricing system, as is the case now.

REGULATORY AUTHORITY

the independence of ErE from the government, or from any other public body in albania and its impartiality shall need to 
be legally scrutinized, including provisions for independent appeal. the objective of ErE to promote and support the devel-
opment of a competitive market needs to be enforced along with its increased powers to investigate, request information 
and impose penalties. these, and other competences and tasks of ErE, need to be brought into compliance with Directive 
2009/72/Ec.

Implementation of the Third Energy Package

the third Package will require the transition of several new elements into albanian law, mainly related to unbundling, protec-
tion of vulnerable customers and the tasks, competences and independence of ErE. the current draft of the Power sector 
law is not apt to achieve these tasks.

UNBUNDLING

all operators and dominant incumbent companies in albania are corporatized and their assets are on the balance sheets. 
Both OST and KESh are 100% state-owned – which requires restructuring in line with one of the options provided in the new 
acquis. currently this is not in compliance with any of the options provided by Directive 2009/72/Ec.

3.1.3 Bosnia anD HErzEgoVina

Electricity

2011 2012

Electricty Production [GWh] 14,050 12,935

Net Imports [GWh] 4,203 4,215

Net Exports [GWh] 5,660 4,525

Total Electricity supplied [GWh] 12,593 12,624

Gross Electricity Consumption [GWh] 12,593 12,624

Losses in Transmission [GWh] 324 308

Losses in Transmission [%] 1.776% 1.797%

Losses in Distribution [GWh] 1,225 1,188

Losses in Distribution [%] 12.93% 12.46%

Consumption of energy sector [GWh] 35 81

Final consumption of electricity [GWh] 11,008 11,047

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 6,461 6,448

Households (residential customers) 4,547 4,599

Net maximum electrical capacity of power plants [MW] 3,982.56 3,992.68

Net maximum electrical 
capacity of power plants [MW]

Coal-fired 1,855.93 1,855.93

out of which: multi -fired 90.93 90.93

Gas-fired 0.30 0.30

out of which: multi -fired

Oil-fired

nuclear

Hydro 2,126.34 2,136.01

out of which: small hydro 39.19 48.86

Pumped storage 440.00 440.00

other renewables 0.45

out of which: Wind

Horizontal Transmission 
Network [km] 

380 kV or more [km] 865 865

220 kV [km] 1,525 1,525

110 kV [km] 3,920 3,920

HVDc [km]

substation capacity [mVa] 12,299 12,369

Electricity Customers

total 1,459,624 1,475,934

out of which: non-households 119,346 121,041

Eligible customers under 
national legislation

119,346 121,041

active eligible customers 1 1

Domestic market
Electricity supplied to active eligible customers [mWh] 876,000 910,540

share of total consumption [%] 6.96% 7.21%

source: sErc

a. the electricity sector in Bosnia and Herzegovina 

the electricity sector in Bosnia and Herzegovina is charac-
terised by its fragmentation. the legal, administrative and 
regulatory frameworks for electricity production, distribution 
and supply are divided between the Federation of Bosnia and 
Herzegovina, republika srpska and Br~ko District of Bosnia 
and Herzegovina. Despite the legal definition of the electric-
ity market in Bosnia and Herzegovina as “a single economic 

space” the three structures operate in parallel. Despite the 
lack of legal barriers there are no customers switching be-
tween utilities and supply across utilities’ borders is not taking 
place.

the Federal ministry of Energy, mining and industry is respon-
sible for the electricity sector of the Federation of Bosnia and 
Herzegovina. the Federation adopted a new law on Elec-
tricity in 2013, substituting the one from 2002. the Federal 
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Electricity regulatory commission (FErc) is the authority for 
regulation of the electricity activities in that entity.

in republika srpska, the ministry of industry, Energy and min-
ing is responsible for the law on Electricity (2008, amended 
in 2009 and 2011) and the Energy law (2009). the regula-
tory authority in this entity is the regulatory commission for 
Energy of republika srpska (rErs).

the assembly of Br~ko District has adopted its own Electric-
ity law (2004, amended in 2011). the state-level regulatory 
authority sErc has been assigned as the responsible regula-
tory authority for the generation, distribution, supply, trade 
and consumption of electricity in Br~ko District. the Electricity 
law provides sErc with the power to overrule any provision 
in the law contradictory to an sErc decision “until the overall 
legal framework in Bosnia and Herzegovina is brought in full 
compliance with the EU acquis”.

Electricity transmission, system operation and the internation-
al trade of electricity are governed at the state-level of Bosnia 
and Herzegovina. the legal framework on that level consists 
of the law on Electricity transmission, regulator and system 
operator (2002, amended in 2003, 2009 and 2011), the 
law establishing an Electricity transmission company (2004, 
amended in 2009) and the law establishing an independent 
system operator for the transmission system (2004). the 
administrative competences on the state-level are allocated 
to the ministry of Foreign trade and Economic relations of 
Bosnia and Herzegovina (moFtEr) and the state Electricity 
regulatory commission (sErc).

Each within the boundaries of its own jurisdiction, the gov-
ernments of the entities and the Br~ko District dominate with 
their ownership and management rights in the incumbent 
electricity companies. the two vertically integrated enterpris-
es in the Federation of Bosnia and Herzegovina, Elektroprivre-
da Bosne i Hercegovine (EP BiH) and Elektroprivreda Hrvatske 
Zajednice Herceg-Bosne (EP HZHB) are 90% owned by the 
Federation. on their respective territories they are distribution 
system operators as well as factual monopolies for electricity 
generation and, one way or another, electricity supply to all 
customers. in republika srpska the holding Elektroprivreda 
Republike Srpske (EP RS) is 100% owned by the entity, and 
is the owner of 65% of the shares in all of its subsidiaries (5 
for electricity generation and 5 for distribution and supply). 
regardless of their corporate structure, in both entities the 
companies are operated as public enterprises. the enterprise 

Komunalno Br~ko (KB) is a horizontally integrated communal 
utility, 100% owned by Br~ko District, which operates the lo-
cal distribution network and provides electricity supply to all 
customers in the District.

the transmission system is organised and operated at  
state-level. it is separated in two companies. the independent 
system operator Nezavisni Operator Sistema BiH (NOS BiH) is 
a non-profit enterprise established by a State law in 2004, 
responsible for the dispatching of generation, operation and 
balancing of the electricity system and allocation of the cross-
border interconnection capacity. NOS BiH is not corporatized 
and operates as a state-level service provider financed through 
a regulated tariff approved by sErc. NOS BiH is owned by the 
two entities in the same ratio as the transmission company.

the shares of the transmission company Elektroprenos (also 
referred to as Transco) belong to the two entities – Federation 
of Bosnia and Herzegovina (58.90%) and republika srpska 
(41.10%). Elektroprenos owns the transmission network and 
bears the responsibility for the connection of generation and 
loads to the network, its maintenance and development, the 
transmission of electricity and metering. the transmission 
network of Bosnia and Herzegovina is interconnected with 
the neighbouring systems of croatia, serbia and montene-
gro.

the transmission network performances indicate relatively 
stable operational safety and a low level of losses at 1.84% 
in 2012. these technical indicators, however, result mainly 
from the development of the network in the past. they can-
not complement the fact that Elektroprenos persistently fails 
to perform most of its duties related to maintenance, devel-
opment, planning and investment in the transmission infra-
structure. Due to a protracted stalemate in the company’s de-
cision-making bodies, for a period of five years no significant 
activities in these areas have been undertaken. the standard 
transmission network performance indicators (saiFi, saiDi) 
are comparable with the neighbouring networks. However 
the lack of investment activities alone represents a serious 
shortcoming in the performance of the electricity sector and a 
possible threat to the future safety of the transmission system 
operation and electricity supply in Bosnia and Herzegovina. 

the distribution networks on entity level are relatively well 
developed and maintained by each of the operators. Distribu-
tion losses in 2012 averaged 12.5%.

ElEctricity | contracting PartiEs | Bosnia anD HErzEgoVina

the electricity market in Bosnia and Herzegovina is not suf-
ficiently developed. Its fragmentation along the entity borders 
follows the constitutional design of Bosnia and Herzegovina. 
the co-existence of several sets of legal frameworks and utili-
ties could – unlike in other contracting Parties – stimulate 
intra-domestic competition and market opening. However, 
despite the absence of legal or regulatory barriers for sup-
plier switching, to date only one customer in Bosnia and Her-
zegovina is supplied by a supplier outside his own territory. 
With the production also monopolized by the utilities or their 
subsidiaries, and the cost of generation regulated at relatively 
low levels in all jurisdictions, the entry of any new supplier is 
hardly conceivable.

on the wholesale market, the only players are the three in-
cumbent enterprises (all except KB) and 22 licensed traders – 
supplying one another with energy for covering their local de-
mands, providing ancillary services, and providing energy for 
balancing the system and for export. trading patterns gener-
ally encompass bilateral otc agreements – no spot-trading 
mechanisms have been established. Energy for balancing is 
provided by the incumbent generators under prices regulated 
by sErc, only exceptionally is it provided through imports 

performed by NOS BiH (under the market clearing price). the 
only balance responsible parties in Bosnia and Herzegovina 
are the distribution companies or utilities, each responsible 
for the imbalances of its own customers. the ancillary ser-
vices are regulated and respective costs are included in the 
costs of service. the energy for covering network losses is not 
purchased on the market but preferably provided by the local 
incumbent. the active traders eventually licensed for supply, 
with their limited service portfolios do not comply with the 
needs of all categories of eligible customers. no customer ex-
cept one (Aluminij – Mostar) has switched away from its local 
incumbent utility.

the utility Komunalno Br~ko is supplied with electricity from 
one of the neighbouring utilities, through annual full-supply 
regulated contracts with a preferable supplier from one of 
the two entities, including electricity supply for all customers 
in Br~ko District, full balance responsibility and provision of 
network services. since 2010 the supplier for Br~ko District 
has been EP RS. 

on the retail market, the largest importer and the only cus-
tomer not supplied by its local incumbent was again the alu-

Bosnia and Herzegovina’s Electricity Market Scheme

31
Privileged
Producers 36 124

Tariff Customers

535 469
Tariff Customers

715 416
Tariff Customers

188 924

3

Tariff Customers

Eligible
Customers

1KB Brcko

5
Producers with PSO

ERS

1
Producer with PSO

EP BiH

1
Producer with PSO

EP HZHB

NOS BIH

22
Traders / Suppliers

Supplier
with PSODSO

5ERS
Supplier
with PSO

1
EP BiH

Supplier
with PSODSO

1
EP HZHB

KB Brcko

ERS

EP BiH

EP HZHB

Supplier
with PSODSO

TRANSCO

ISO

Elektroprenos
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DSO

Energy flow Commercial relation

Source: Energy Community Secretariat
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minium producer Aluminij - Mostar which covered 47.3% 
of its consumption from HEP (croatia). this translates into 
a market share of 8.2% of the overall electricity supplied in 
Bosnia and Herzegovina. transits amounted to 24% of the 
cross-border flows in Bosnia and Herzegovina in 2012.

cross-border transmission capacity is allocated through daily, 
monthly and annual explicit auctions (for 50% of the capac-
ity). NOS BIH participates in the sEE coordinated auction of-
fice Project Company.

b. Progress made in 2012/2013 

the opening of the market and, as a prerequisite, full imple-
mentation of the acquis, remains a primary challenge in the 
electricity sector of Bosnia and Herzegovina.

in november 2012 the Eu-funded “Project for the develop-
ment of an electricity legislative framework compliant with 
the Third Package” was established to reform the legal frame-
work for all jurisdiction levels in Bosnia and Herzegovina. the 
project aims at bringing the legal framework at primary and 
regulatory level in full compliance with the third Package, 
developing a market model for Bosnia and Herzegovina as 
well as providing technical assistance related to the required 
restructuring of the electricity sector and the regulatory envi-
ronment.

initially its pace of progress was very low. after months of ad-
ministrative delays the project finally commenced its activities 
in the first months of 2013. The first drafts of new legal acts 
and initial aspects of the new market structure were devel-
oped in July and august 2013. they then entered into public 
discussions and review by the expert groups in Bosnia and 
Herzegovina established within the project, and were con-
sulted with the secretariat on the aspects of their compliance 
with the acquis. 

the activities are currently scheduled until mid-november 
2013, when it is expected that the legal acts will be submit-
ted to the political and legislative authorities in Bosnia and 
Herzegovina for adoption. 

in the Federation of Bosnia and Herzegovina, following three 
years of preparation, the new law on Electricity has been ad-
opted in July and made publicly available in august 2013. 
The Law is expected to fill the gaps and deficiencies of the 
Electricity law of 2002. most of the relevant provisions of the 
Second Package are transposed significantly improved. Some 
areas however, such as public service obligation, unbundling 
and supply of eligible customers, still fall short of compliance. 

in terms of the regulatory activities, the state-level sErc ad-
opted amendments to its rules on the connection to the 
transmission network. the amendments improve the condi-
tions for the connection of new wind farms. sErc also adopt-
ed several acts aimed to facilitate the regulatory framework 

in Br~ko District. this includes improved licensing rules for 
generation, Distribution and supply activities in Br~ko District 
and simplified tariff procedures for access to the network and 
regulated cost of supply.

Furthermore, sErc approved the indicative Development 
Plan for generation in Bosnia and Herzegovina for the period 
2013 – 2022 as developed by the system operator NOS BiH. 
the plan aims, inter alia, to accommodate the ENTSO-E re-
quirements for the development of its new bi-annual update 
of the ten-year network Development Plan (tynDP), which 
is an obligation of NOS BiH to this association. it should be 
noted that the development of new generation capacity in 
Bosnia and Herzegovina in the reporting period did not reach 
anything close to what was forecasted in the previous plans.

the indicative Development Plan for generation is also sup-
posed to provide a basis for the new domestic network De-
velopment Plan which is developed by NOS BiH and approved 
by SERC. It has not been updated for the past five years as a 
consequence of the management stalemate in Elektroprenos. 

maybe the most evident and frustrating token for Bosnia and 
Herzegovina’s lack of structural reforms in its energy sector 
is the situation in Elektroprenos. Despite the strong involve-
ment of the European commission and the secretariat, the 
past year did not bring any of the expected improvements 
in this domain. For the principle reason that two entities 
are unable to reach an agreement, Elektroprenos factually 
remains blocked and investment in the transmission system 
does not take place, even though significant financial reserves 
(retained earnings) exist in the company. During the report-
ing period, the discussion focused on whether Transco may 
distribute these reserves as dividends to its shareholders, the 
two entities. regardless of this, the company needs to be 
urgently restructured, and the monitoring and enforcement 
competences as well as independence of sErc need to be 
strengthened. the secretariat is currently preparing enforce-
ment action.

on the other hand, the regulatory authorities in charge 
(FErc, rErs and sErc – for Br~ko District) managed to imple-
ment an important building block for further market opening 
in de-regulating electricity prices for customers connected to 
the high voltage (110 kV) network – including the ones con-
nected to the transmission network. this follows up on the 
adoption of the rules for Electricity supply of Eligible custom-
ers, adopted and applied in all three jurisdictions since 2011. 

all three regulator authorities also took decisions for the costs 
of supply and price components for their respective compa-
nies providing last resort supply. Further to that, in republika 
srpska a differentiation was introduced between the fully-
regulated tariffs for households and small and medium en-
terprises and prices for medium and low voltage customers 
which are supplied by the public supplier at prices proposed 
by them and approved by rErs. However, these improve-

ments do not change the fact that all except one customer 
are still supplied by their incumbent provider.

c. state of compliance 

1. Authorization procedures for new generation capacity 
and rules for tendering are partially addressed in the primary 
legislation. they are not compliant with articles 6 and 7 of 
Directive 2003/54/Ec. 

in republika srpska the authorisation for the construction of 
new generation capacities is provided by rErs. there are no 
provisions for tendering of new capacity in the Electricity law.

the new law on Electricity of 2013 improves treatment of 
new generation capacity authorisation in the Federation of 
Bosnia and Herzegovina. the Federal government, on pro-
posal from the ministry, is expected to adopt a regulation on 
this matter. there is still no single independent authority and 
the permits are issued by the Federal ministry, in most cases 
subject to approval by the government. tendering for new 
capacity is treated in a similar manner. 

in practical terms the procedures applied by the regulators 
in both entities are assessed by the industry as lengthy, and 
require various certificates, hearings and consultations thus 
introducing significant delays.

in Br~ko District there are no rules for new generation capac-
ity authorisation in place.

2. the legal unbundling of the transmission system opera-
tion from generation and supply has been applied since 2004, 
through the establishment of the two companies NOS BIH 
and Elektroprenos. in Elektroprenos, however, financial state-
ments and audit reports have not been adopted for five years 
due to the blocked decision-making structures, which is con-
trary to article 19 of Directive 2003/54/Ec.

the (new) law on Electricity in Federation of Bosnia and Her-
zegovina fails to provide for legal unbundling of the distribu-
tion system operation and stipulates only conditions for man-
datory unbundling of accounts and functions. the utilities (EP 
BiH and EP HZHB) are still vertically integrated companies. ac-
count unbundling is required by the Electricity law and is ap-
plied in practice. Functional unbundling is questionable and 
there is no compliance program in place as required by article 
15 of Directive 2003/54/Ec.

the legal unbundling in republika srpska is more advanced 
due to the unbundled generation and supply activities, but 
still insufficient when it comes to unbundling of the distribu-
tion system operation. The five distribution and supply subsid-
iaries of EP RS are not legally unbundled and no compliance 
program is in place, although restrictions on the supply of 
eligible customers by the distribution system operators are 
provided by the law. accounting unbundling is enforced by 

the law and applied in all subsidiaries responsible for the dis-
tribution of electricity.

Finally, Komunalno Br~ko also performs both electricity dis-
tribution and supply in Br~ko District, the communal utility 
is horizontally integrated and no compliance program is in 
place. accounting unbundling of the distribution activities is 
required by the law and has been applied.

3. Third party access to the transmission network is provided 
for in the state-level legislation in a manner which is not in 
full compliance with article 20 of Directive 2003/54/Ec. the 
obligation for Elektroprenos to provide connection to the net-
work, and hence access to the market, to all customers de-
pends on the operational capacity of the company to invest 
in new infrastructure, which is currently highly problematic. 
adequate transparency in the treatment of revenues from 
transmission services or from the management of congestions 
as required by regulation (Ec) 1228/2003 is still missing. Pro-
visions for exemptions to third party access are also missing.

the state law tasks sErc to set transmission network tar-
iffs. sErc has adopted a methodology and approved and 
published the cost of services for Elektroprenos and NOS BIH, 
balancing costs and costs of ancillary services (provided by 
NOS BIH). the latter includes reserve capacity for secondary 
and tertiary regulation, reactive power and covering the loss-
es in transmission. 

Both entities and Br~ko District provide for third party access in 
their legislation, and general rules for Electricity supply cover 
connection to the distribution networks. the responsible reg-
ulatory authorities have approved and published distribution 
tariffs in each jurisdiction.

4. in terms of eligibility sErc’s Decision on the scope, con-
ditions and timing for opening of the Electricity market in 
Bosnia and Herzegovina of 2009 brought the eligibility calen-
dar into formal compliance with the acquis.

the (new) law on Electricity in the Federation of Bosnia and 
Herzegovina of 2013 follows suit. the rules adopted by FErc 
in 2012 have already set a deadline for eligibility for each 
customer category according to voltage level. accordingly, 
customers connected on 110 kV have been eligible as of 1 
June 2012, customers connected on 35 kV as of 1 January 
2013, customers connected on 10 kV as of 1 January 2014 
and all other customers as of 1 January 2015. Eligible custom-
ers in the Federation of Bosnia and Herzegovina can choose 
their supplier from among all licensed suppliers in Bosnia and 
Herzegovina.

the law on Electricity in republika srpska sets the eligibility 
threshold at an annual consumption of 10 gWh but grants 
rErs the right to alter the threshold. rErs ensured compli-
ance in 2011 by adopting rules on the Eligible customer 
which grants eligibility to all customers except households 
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starting 1 January 2008 and to all customers including house-
holds starting 1 January 2015. Eligible customers can contract 
their supplier from among all licensed suppliers in Bosnia and 
Herzegovina.

according to sErc’s Decision on Electricity supply to Eligible 
customers in Br~ko District of 2012 all customers in Br~ko 
District are considered eligible except households, which will 
acquire this status as of 1 January 2015.

5. Price regulation is a common feature applied to all activi-
ties categorized as being of public interest in each jurisdiction. 
this includes the costs of generation (in the Federation only) 
of the generators tasked to supply captive customers, and the 
supply prices for all captive customers. all three regulatory 
authorities have adopted methodologies and approved pric-
es for the regulated (i.e. public) supply, as well as regulated 
prices for the electricity produced by the incumbent genera-
tion companies. With this there are no incentives for supplier 
switching.

in the Federation of Bosnia and Herzegovina, eligible custom-
ers who fail to switch may be supplied by a public supplier 
– the respective incumbent utility – under an annual sup-
ply contract and prices approved by FErc. after 2015, only 
households and “small customers” (enterprises with less than 
50 employees and annual revenues of less than Bam 2 mil-
lion) shall retain the right to be supplied by the public supplier 
at regulated prices without any time limitation in the context 
of universal service. in addition, in the case of failure of the 
contracted supplier all eligible customers will have the option 
of a last-resort supply by a reserve supplier for a period no 
longer than 60 days. the price of such service shall be de-
termined on the basis of incurred costs and verified by FERC. 

republika srpska is also establishing a public supplier to 
supply those eligible customers who failed to switch before 
2015. until then, the incumbent suppliers, the subsidiaries 
of EP RS, have been appointed public suppliers. after 2015, 
the public supplier will have the obligation to supply, without 
time limitation, those households and “small customers” (en-
terprises with less than 50 employees and annual revenues 
not exceeding Eur 10 million) that are not willing to contract 
their supply individually, as well as – for a period of 60 days 
and at 20% higher prices – those eligible customers whose 
supplier fails to perform. the costs for services provided by 
the public supplier are approved by rErs.

in Br~ko District, an “allocated supplier” – available for a peri-
od of 90 days to eligible customers who failed to switch – and 
a “reserve supplier” – in charge of providing 30 days of sup-
ply to those customers whose supplier of choice has failed to 
perform - was established in 2012. the prices for both func-
tions are regulated by sErc. Both functions are attributed to 
the incumbent utility Komunalno Br~ko. 

the price regulation conditions in all three jurisdictions are 

not fully compliant with the definition of public service ac-
cording to article 3 of Directive 2003/54/Ec. notwithstand-
ing the applicability of switching support mechanisms (such 
as public suppliers or reserve suppliers), such services should 
be available to restricted categories of customers rather than 
applied under the umbrella of public interest which is inter-
preted in a broad and general manner. the prices of such 
exceptional services should support the economic interest of 
customers for switching (back) to regular, independent sup-
pliers in the market.

Even though FErc and rErs have applied phasing out peri-
ods before 2015, they should provide a periodical review on 
whether or not the end-users’ price regulation has become 
disproportional. it should also address whether price regula-
tion goes beyond what is necessary for achieving the objec-
tive for which it has been introduced, taking into account the 
goal of developing the competition in the wholesale electric-
ity market.

6. Capacity allocation and congestion management prin-
ciples are stipulated by the market rules and the grid code. 
according to the rules for allocation of rights for use of 
cross-Border transmission capacities, developed by NOS BIH 
and approved by sErc in 2010, yearly, monthly and daily ex-
plicit auctions are regularly performed on all borders. the auc-
tions are applied without coordination with the neighbouring 
operators and optimisation (netting out) of the flows is not 
applicable, which is short of compliance with the congestion 
management guidelines. 

Participation in the auctions is only possible for the holders 
of a license for international electricity trade issued by sErc. 
transfer of capacity rights is possible except in the case of daily 
auctions. “use-it-or-lose-it” is applied for the unused capacity 
which is made available for intra-day allocations on a “first-
come-first-served” basis. Priority capacity rights are granted 
to NOS BiH for imports of balancing energy when required.

congestion revenues are attributed to the transmission com-
pany Elektroprenos which is supposed to define the allocation 
of these funds at the beginning of each year and to submit 
this information to sErc for approval. this procedure has not 
been obeyed until recently due to the management stalemate 
in the company. the situation is still contrary to article 6 of 
regulation (Ec) 1228/2003.

7. as provided by the grid code, the electricity used for bal-
ancing is supplied by the incumbent generators under regu-
lated prices subject to approval by sErc. NOS BiH may pur-
chase balancing energy from abroad if required, under the 
clearing price of the market where the energy was purchased. 
under this fully regulated balancing regime, no market-based 
balancing conditions are provided. 

currently, the only balance-responsible parties are the three 
incumbent utilities, each being responsible for the imbalance 

settlement of its own customers, as well as EP RS for Br~ko 
District. the only consumer (Aluminij Mostar) supplied out-
side the regulated domain falls under the balancing respon-
sibility of its local utility EP HZHB. the costs of balancing are 
transferred to the customers as a component of the regulated 
cost of supply. new rules for electricity supply of eligible cus-
tomers, brought in in all three jurisdictions foresee that the 
imbalance settlement of each individual eligible customer is 
resolved in an individual protocol with its balance responsible 
party, and administered by NOS BIH. 

the legal framework for balancing is mainly in compliance 
with the provisions of article 11 of Directive 2003/54/Ec, ex-
cept for the provisions related to the use of market-based 
procedures and unbundled, cost-reflective prices. In practice, 
the applied mechanisms have resulted in a strictly fragmented 
and overregulated environment in which a competitive bal-
ancing market can hardly be established.

8. at state-level, transparency requirements include obliga-
tions to NOS BiH and Elektroprenos for the publication and 
availability of information within the scope of their activities 
(balancing, ancillary services, capacity allocation and conges-
tion management, network operation etc). the laws how-
ever do not fully comply with regulation (Ec) 1228/2003 in 
particular with regards to enforcement, monitoring and im-
posing penalties. sErc needs to be more active in monitoring 
transparency in transmission system operation. Deficiencies 
still exist, most notably in the conditions for access to the data 
provided by Elektroprenos. 

the entities have addressed various aspects of transparency 
through provisions in their laws. these acts fall however short 
of compliance in several areas, typically relating to the obli-
gations of the utilities for the submission of information to 
their customers, for example in the context of the application 

of universal service and supply of households, as required by 
Directive 2003/54/Ec and its annex 1.

in practical terms the utilities are effective in providing or pub-
lishing the data required by NOS BIH for demand forecasts, 
balancing and ancillary services, and for trading arrange-
ments. crucial information to be provided to their customers, 
including data on the origin of electricity, fuel mix and envi-
ronmental impact, conditions of supply and rights for switch-
ing, is still missing.

9. Customer protection is addressed only in the legislative 
framework of the entities. 

the new law on Electricity in the Federation of Bosnia and 
Herzegovina of 2013 significantly improves the treatment of 
customer protection. However customer protection is some-
what asymmetrical with no adequate protection of customers 
outside the public service. Provisions on mandatory contrac-
tual data are still missing.

the Energy law of republika srpska also suffers from a some-
what disproportionate treatment of public interest, which is 
generally not in compliance. the eligible customers remain 
less protected. No provisions for universal service are specifi-
cally addressed in the law. customer protection is well ad-
dressed in the provisions for conditions of electricity supply 
and network access.

according to the law on Electricity in Br~ko District the public 
service relates only to the supply of captive customers (house-
holds), with no compliant provisions for customer support. 
sErc rules on general conditions for Electricity supply and 
the Distribution code of Br~ko District provide transparency 
and protection of customers’ right to connection. 
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d. conclusions and Priorities 

overall, the legal framework in Bosnia and Herzegovina suf-
fers from fundamental shortcomings which first and foremost 
result from the inappropriate design and the lack of will for 
cooperation in the companies tasked with transmission sys-
tem operation. They need to be thoroughly reconfigured in 
order to comply with the acquis. sErc cannot resolve the 
shortfalls in the sector on its own. its position and attitude 
needs also to be changed, upgraded and re-enforced by a 
new law. 

among the most urgent issues in the electricity sector is the 
operational state of Elektroprenos. the management and 
investment deadlock prevents implementation of the instru-
ments for planning and development of the network – which 
is in direct breach of Directive 2005/89/Ec. that sErc has 
not managed to resolve the problem which indicates a lack 
of independence and powers. Despite the significant amount 
of accumulated funds, the lack of effective management pre-
vents the execution of the required investments. Dealing with 
these issues is not only a matter of compliance but also of 
practical urgency.

the project for legal compliance with the third Energy Pack-
age is an exceptional opportunity for Bosnia and Herzegovina 
to advance in the implementation of the treaty. it needs sus-
tained cooperation from all stakeholders, and coordination 

with the Energy community and Eu. implementation and en-
forcement require follow-up activities to be, planned and fur-
ther supported. implementation steps for the third Package 
must improve the structural setup of companies, the regula-
tory environment, the market model and trading instruments, 
the social support of vulnerable customers etc.

the organisation and operation of the electricity market in 
Bosnia and Herzegovina is under-developed – the wholesale 
arrangements are set mainly by and between the incumbent 
utilities and the traders, supply is divided along utility bound-
aries. a new structural organisation of the wholesale market 
is required. the establishment of spot-trading platforms such 
as a day-ahead market and a balancing market is another 
priority. sErc needs to improve its market monitoring skills, 
powers and practice. 

Deregulation in the supply started at regulatory level in the 
entities and Br~ko District – however the process failed to 
provide tangible results. additional support mechanisms are 
needed in order to enable the entry of “independent” suppli-
ers in the retail market. they include ensuring the full transfer 
of costs in the end-user’s regulated prices, deregulation of the 
incumbent generators’ production and implementation of ef-
fective, coordinated and compliant instruments for customer 
protection including measures for support of socially vulner-
able customers.

Implementation of the Third Energy Package

the implementation of the third Package in Bosnia and Herzegovina has commenced through the ongoing Eu Project for 
legal compliance. the process will require a new approach to several structural elements in the electricity sector and the 
corresponding laws and regulations, mainly related to unbundling, protection of vulnerable customers and the tasks, com-
petences and independence of the regulatory authorities.

UNBUNDLING

the corporate structure of all operators and dominant incumbent companies in Bosnia and Herzegovina needs reconsidera-
tion. the current structure for transmission operation applied at state-level, the state enterprise NOS BiH and the entity 
owned company Elektroprenos, still does not comply with the acquis and requires restructuring in line with one of the op-
tions provided by Directive 2009/72/Ec.

REGULATORY AUTHORITY

the independence, scope of competences and mutual relations of sErc, FErc and rErs needs to be reconsidered and re-
defined along the requirements of Directive 2009/72/EC. New powers are required in all jurisdictions including provisions for 
independent appeal. the objective of sErc to promote and support the development of a country-wide competitive market 
needs to be enforced, along with its increased powers to investigate, request information and impose penalties. the deline-
ation of competences between sErc and the entity regulators remains a challenge.

CUSTOMER PROTECTION 

the notion of vulnerable customers is currently not adequately treated in any jurisdiction, in particular with respect to the 
conditions required by Article 3(7) of Directive 2009/72/EC. Once defined, these customers should be protected against dis-
connection in critical conditions and be supported by schemes outside the regulated pricing system.
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Electricity

3.1.4 croatia

2011 2012

Electricty Production [GWh] 9,999 9,897

Net Imports [GWh] 14,012 13,191

Net Exports [GWh] 6,308 5,567

Total Electricity supplied [GWh] 17,703 17,521

Gross Electricity Consumption [GWh] 17.668 17.491

Losses in Transmission [GWh] 514 462

Losses in Transmission [%] 2.20% 2.00%

Losses in Distribution [GWh] 1,325 1,403

Losses in Distribution [%] 8.20% 8.70%

Consumption of energy sector [GWh] 227 273

Final consumption of electricity [GWh] 15,602 15,353

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 9,062 8,867

Households (residential customers) 6,540.10 6,486.50

Net maximum electrical capacity of power plants [MW] 3,925.04 3,982.70

Net maximum electrical 
capacity of power plants [MW]

Coal-fired 297 297

out of which: multi -fired 0 0

Gas-fired 1,052 1,052

out of which: multi -fired 892 892

Oil-fired 303 303

nuclear 0 0

Hydro 2,138 2,138

out of which: small hydro 32 32

Pumped storage 276 276

other renewables 135.04 192.70

out of which: Wind 125 175

Horizontal Transmission 
Network [km] 

380 kV or more [km] 1,247 1,247

220 kV [km] 1,210 1,210

110 kV [km] 4.,782 4,782

HVDc [km] 0 0

substation capacity [mVa] 11,120 11,181

Electricity Customers

total 2,327,647 2,353,048

out of which: non-households 215,643 215,427

Eligible customers under 
national legislation

2,327,647 2,353,048

active eligible customers 124,442 119,947

Domestic market
Electricity supplied to active eligible customers [mWh] 7,551,700 7,491,200

share of total consumption [%] 42.74% 42.83%

source: HEra

a. the electricity sector in croatia 

the electricity sector in croatia is governed by a set of laws 
that have been updated during the last 12 months. the laws 
have been adjusted with the aim of full implementation of 
the third Package. the newly developed legal framework ini-
tiated a process of reforms, starting from updating secondary 
legislation, to structural and functional changes. the ministry 

of Economy of croatia is the authority bearing the responsi-
bility for legislative and policy matter in the domain of energy.

the key legislation relevant for the electricity sector consists 
of the Energy act, the act on regulation of Energy activities 
and the Electricity market act. 

The Energy Act, adopted in October 2012, defines the core 
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functions in the energy sector, in particular security of sup-
ply, efficiency in production and consumption, design and 
implementation of energy policies, and key features related 
to performing energy activities in general. 

the act on regulation of Energy activities from october 2012 
defines the setup and implementation of the system for regu-
lation of energy activities with the aim to fully transpose Eu 
acquis in this respect.

The Electricity Market Act, adopted in February 2013, defines 
rules and measures for safe and reliable generation, transmis-
sion, distribution and supply of electricity, trade and organisa-
tion of the market as an integral part of the Eu market. it also 
defines rules relating to customer protection, public service, 
access to the network and cross border flows. 

the croatian Energy regulatory agency “Hrvatska Energets-
ka regulatorna agencija” (HEra) was established in 2004 
and operates in accordance with the act on the regulation of 
Energy activities. HEra is authorized, among other things, to 
issue licenses for generation, transmission, distribution, trade 
and supply of electricity, to monitor and supervise operation 
of licensed undertakings, including cross border trading, as 
well as to bring methodologies for setting tariffs and to set 
tariffs for regulated activities. 

the croatian energy markets operator HROTE was estab-
lished in 2005 as a limited liability company. HROTE performs 
the activities of organising the electricity and gas market as 
a public service under the supervision of HEra. in addition, 
HROTE plays a key role in the support mechanisms for incen-
tivising the production of electricity from renewable sources 
and cogeneration, and the production of bio-fuels for trans-
port. 

the concern HEP Group is a national electricity company en-
gaged in electricity production, transmission and distribution, 
electricity supply and trade as well as in many other support-
ing activities, including energy services, but also in other en-
ergy sectors such as heat and natural gas. HEP is the sole 
holder of the assets and parent company of several energy 
utilities with horizontally and vertically integrated activities 
in the energy sector. HEP Group includes a company that 
performs transmission system operation. the new Electricity 
market act imposed the obligation of further unbundling of 
the tso from the vertically integrated utility as required by 
Directive 2009/72/Ec. in July 2013 HEP-Operator Prijenos-
nog Sustava (HEP-OPS) was renamed croatian transmission 
system operator ltd (Hrvatski operator prijenosnog sustava 
or HOPS). at the same time, the equity capital of HOPS was 
increased and founding acts amended to ensure functional 
unbundling from the rest of HEP Group, including a different 
visual identity. 

Electricity distribution and public supply is performed by the 
distribution system operator HEP-Operator Distribucijskog 
Sustava (HEP-ODS). HEP- ODS also provides the public ser-
vice of supply electricity to customers in the system of public 
service.

HEP-Opskrba holds the license for supply of electricity only to 
eligible final customers. 

Electricity generation is concentrated in a separate company, 
HEP-Proizvodnja, and wholesale electricity trade is executed 
by HEP-Trgovina, also part of HEP Group.

HEra has so far issued 24 licenses for generation of electric-
ity, the most significant two being HEP-Proizvodnja and the 
independent producer (tPP) Plomin. the annual production 
and consumption in croatia are declining, but peak demand 
remains at high levels.

in accordance with the allocation rules, approved by HEra, 
HOPS as a transmission system operator and a cross-border 
capacity allocation auction office carries allocation of the Cro-
atian part of the available transmission capacity (atc) on the 
border with Bosnia and Herzegovina and with serbia. yearly, 
monthly and daily auctions and intraday allocation of the cro-
atian part of atc on the border with Bosnia and Herzegovina 
are carried out, and yearly, monthly and daily auctions of the 
croatian part of atc on the border with serbia. as regards 
the border with slovenia, the slovenian ELES auction office 
carries out intra-day allocation for both directions. in addi-
tion, the central European Electricity co-ordinated auction 
Office (CEE-CAO) carries out yearly, monthly and daily coor-
dinated auctions on the borders with Hungary and slovenia.

activities in the electricity market include trade with electricity 
and supply of electricity to final customers. Licenses are issued 
by HEra and currently 11 entities hold a trading license and 
14 entities hold a supply license. 

HEP Group sold 15.4 tWh to customers in croatia. HEP-Op-
skrba as a supplier of eligible customers is exposed to com-
petition. the share of HEP-Opskrba electricity sales to eligible 
customers in 2012 was 7.3 tWh, out of a total 7.5 tWh sup-
plied to eligible customers, making HEP-Opskrba the single 
strongest supplier in the competitive market in 2012. 

HEP–ODS as a default supplier in 2012 sold 7.9 tWh or 51% 
of the final consumption of electricity to final customers in 
the public service system, whereas 42% of the total final 
consumption in croatia was supplied to households under 
regulated tariffs. 

Cross border flows
(import / export)

Independent
power producers
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Source: Energy Community Secretariat
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b. Progress made in 2012/2013 

the main legislative framework for the electricity sector in 
Croatia has been subject to significant changes during the last 
12 months. This was a fine tuning of the legislation to meet 
the requirements of the Eu acquis including the third Pack-
age, for the accession of croatia to the Eu on 1 July 2013. 

three relevant system laws were adopted during the re-
porting period, namely the Energy act and Energy activities 
regulation act in october 2012 with a 6 months period for 
implementation, and the Energy market act in 2013, with an 
implementation period of 12 months. Full implementation of 
the third Package, including secondary legislation and practi-
cal application of the new rules should be accomplished by 
april 2014. 

During the transitory period the rules and regulations devel-
oped under the previous laws will be applied. 

in the regulatory area, HEra is in the process of developing 
updated General Conditions for Supply that will re-define the 
terms and conditions for use of the distribution network and 
for supply of electricity, a new methodology to determine 
connection charges and updated supplier switching rules. 
These acts were planned for adoption in July 2013, but finali-
sation is still pending.

in the reporting period HEra developed new methodologies 
for setting tariffs for transmission of electricity, for distribu-
tion of electricity, as well as for setting tariffs for supply of 
electricity as a universal service and for supply of electricity 
as a “default service”. these documents are in the process of 
public consultation.

the updated procedure for unbundled accounting in inte-
grated or related undertakings is under development and 
should have been adopted 6 months after the adoption of 
the Energy act, i.e. in april 2013. instead, a public hearing 
was concluded in June 2013 and adoption is expected in the 
course of 2013.

croatian legislation opted for the independent transmission 
operator (ito) model for the transmission system. the new 
undertaking has a separate legal identity from HEP Group, 
including a distinguished visual identity. the transmission 
network operator HOPS was registered under its new name 
instead of HEP-OPS as the owner of transmission assets and 
functionally unbundled from the rest of HEP Group. Docu-
ments for certification should have been submitted to HERA 
by 1 July 2013, but activities are progressing at a slower pace 
than planned.

in June 2013 the electricity market in croatia experienced 
a significant change, when two new entrants in the retail 
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market offering electricity to customers connected to the 
distribution network. the response of small customers and 
households at first seemed surprisingly high, although for the 
time being the actual switching rate is not yet determined. 
the outcome of such entry of competition into the formerly 
extremely concentrated market, forcing the incumbent utility 
to find its new place in the competitive environment, is yet 
to be seen. 

This development is even more significant having in mind that 
the price for household customers remained fully regulated, 
including generation price, until the implementation of the 
new set of energy laws. the transitory period for implementa-
tion of the Energy act and Energy regulation act is 6 months, 
meaning that the framework to implement these two laws 
should have been completed by april 2013, which obviously 
has not been the case. the deadline for implementation of 
the Energy market act is april 2014. 

c. state of compliance 

With the new legislation in place and with the deadline pro-
vided for its implementation the energy market in croatia in 
the reporting period is functioning in a transitory mode. it is 
relying on the secondary legislation that was developed under 
the previous laws, and with continuous changes and adapta-
tions, as the supply conditions and the market environment 
evolve. 

1. according to the (new) Energy market act, the ministry 
of Economy is responsible for issuing authorisations for the 
construction of new generation capacities including renew-
able energy and high efficient cogeneration capacities. The 
authorisation procedure has been developed by the ministry 
and approved by the croatian government. 

the tendering procedure that is also envisaged in the new 
Energy act does not deviate from the previous practice in this 
respect and the whole setup is compliant with the acquis.

2. the Energy market act imposes strict requirements for un-
bundling. Practical implementation is yet to be accomplished. 
Having in mind the ownership structure of HEP Group, unbun-
dling of the transmission operator is envisaged in the form of 
an ITO model and certification procedure is under preparation. 

croatia had previously legally unbundled all market-related 
activities from network operation in its electricity sector. that 
is, with the exception of the distribution system operator who 
also acts as a supplier of electricity for the households and 
small customers that do not switch their supplier and can be 
supplied at regulated and published prices, so called ”public 
supplier for tariff customers”. 

HEP Group published a compliance programme to ensure that 
its activities are conducted on a non-discriminatory, objective 
and transparent basis for all market participants. there is no 

information about HEra´s oversight during 2010 and 2011 
related to monitoring the compliance with the non-discrimi-
natory conduct of the network companies.

the Decision on the manner and procedure for the unbun-
dling of accounts of energy undertakings is envisaged to 
further strengthen non-discrimination and the prevention of 
cross-subsidies within integrated or related undertakings. the 
public consultations are concluded and adoption is expected 
soon.

3. Third party access is well addressed in the laws, including 
the access to interconnection capacities. monitoring of third 
party access by the regulator still has to be enforced.

HEP-OPS signed an agreement with HROTE and the slovenian 
counterparts ELES and BSP to implement price market cou-
pling with the establishment of a croatian power exchange. 
all these arrangements have been resumed and are now car-
ried out by HOPS. 

4. Eligibility is well transposed. according to the law, all cus-
tomers are eligible and free to choose their supplier.

currently, universal service is provided under the terms and 
conditions, prescribed by the government. the supplier in 
charge is the incumbent supplier of tariff customers, until the 
appointment of a supplier with a public service obligation. 
supplier(s) with a public service obligation shall provide uni-
versal service to household customers who did not switch to 
competitive supply or, in the case defined in the Energy Mar-
ket act, resume the role of default supplier. the government 
decision in this respect is still pending.

in practice, supplier switching rules are yet to be developed 
and the deadline of april 2013 has already expired. HEra is 
in the process of preparing a rule which should ensure simple 
procedure – targeting it to take no longer than 3 weeks for a 
customer to change its supplier. 

5. currently price regulation extends to the price of the 
generation of electricity for supply of tariff customers, trans-
mission of electricity, distribution of electricity and supply of 
tariff customers. the government adopted decisions related 
to prices of generation, transmission, distribution and supply 
with the exception of eligible customers. the government 
also fixed charges for the functioning of the market operator. 

according to the new energy laws, only the price of electricity 
supplied under public service obligation is to be regulated and 
set by HEra. 

HEra is developing new methodologies for transmission and 
distribution and for other regulated activities. only after these 
methodologies are adopted, will HEra be able to fully assume 
its competences to fix tariffs, as defined in the laws and the 
acquis.

activities of transmission, distribution and organisation of the 
electricity market are defined as public services. Energy ac-
tivities generation, supply and trade are defined as market 
activities, except when supply is performed as public soucre 
obligation. 

the scope of supply as public service obligation extends to 
providing universal service to households and supply of elec-
tricity as a default service. the government, upon the pro-
posal of the ministry of Economy and after consultation with 
HEra, determines which undertakings will have public service 
obligations, supplying electricity as a guaranteed (default) ser-
vice. the prices of electricity supplied as a universal service will 
remain regulated. Electricity supplied as a default service to 
eligible customers, except households, whose selected sup-
plier failed to provide the service will also be defined by HERA. 

the act on regulation of Energy activities requires HEra to 
develop new methodologies for setting regulated tariffs for 
the provider of public services in a transparent manner. 

the general framework related to price regulation is compli-
ant with the acquis, but the implementation is lagging behind 
the schedule and HEra has not taken over price regulation as 
required. Effective tariff rates are determined by the govern-
ment. Price regulation is still comprehensive and exceeds the 
objective needs to ensure non-discriminatory treatment and 
the provision of public service. 

6. Interconnection capacities allocation is applied in ac-
cordance with the rules approved by HEra and are in com-
pliance with the regulation and the guidelines. HEP-OPS is 
working on improving the ways of further integration with 
neighbouring electricity systems, including models for market 
coupling.

in practice interconnection capacities with Bosnia and Herze-
govina and serbia are allocated with a 50:50 split.

at the border between croatia and slovenia for both direc-
tions intra-day allocation of cross-border transmission capaci-
ties of total atc will be held by ELES. 

the croatian tso participates in the coordinated auction 
Offices from SEE and CEE. HPS continues its active partici-
pation in ENTSO-E activities (as stipulated in regulation (Ec) 
714/2009).

7. Balancing Rules have been issued by HEP-OPS in 2008 
and amended several times since, in order to improve align-
ment with the electricity legal framework of croatia. the lat-
est update was made in 2011. 

HOPS performs balancing in accordance with the existing bal-
ancing rules. HEP-OPS is responsible for procuring ancillary 
services. new legislation requires HROTE to procure balancing 
energy and to develop new Balancing rules. the deadline is 
april 2014, however the activities have already been started 
by HEra in consultation with HROTE and HOPS.

Part of the challenge is to define the methods for calculation 
of imbalances for balance responsible parties which is cur-
rently being re-designed by HROTE and network operators 
under the guidance of HEra. HEra developed methodology 
to determine prices for the calculation of balancing energy 
to parties responsible for imbalances. the process of public 
consultations will be concluded in august 2013 with the cur-
rent process of building a framework for the calculation and 
settlement of imbalances.

8. HOPS publishes extensive information for access to the net-
works including interconnections. However, transparency 
needs to be further completed to be in compliance with the 
acquis requirements. 

ten-year Development Plans of network operators, both 
transmission and distribution, approved by HEra, are publicly 
available.
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network operators have made information available relating 
to the terms and conditions for connection to the network as 
well as terms and conditions for access and use of network, 
including respective charges and tariffs. 

Public service providers, performing supply activities during 
the transitional period, until full implementation of the leg-
islative framework developed in accordance with the third 
Package, have also made terms and conditions available, in-
cluding applicable tariffs for their services. However, all these 
terms and conditions, including prices and tariffs, were de-
fined before the adoption of the new set of laws. 

9. Protection of customers is strengthened with the new 
laws, particularly in terms of ensuring quality of service and 
protection of vulnerable customers.

The Energy Act defines two categories of customers under 
the special protection scheme: protected customer and vul-

nerable customer. the protected customer is entitled to be 
supplied with electricity by the default supplier in the case of 
a crisis. in such a case, the default supplier has a priority to 
purchase from the domestic generators.

Vulnerable customer is a residential customer entitled to en-
joy a supply of electricity under special conditions because of 
his social status and/or health conditions. 

As elaborated above, the Energy Market Act defines the 
scope of public service obligations imposed on undertakings 
andthe universal service provided to household customers. 

currently HEP – ODS holds a license for the supply of tariff 
customers which falls within the obligation to provide public 
service, the service that should have been abolished so far 
and replaced with the imposition of public soucre obligations 
to provide universal service. the appointment of a default 
supplier is also still pending.

Implementation of the Third Energy Package

the primary legislation in croatia introduced in 2012 and 2013 adequately transposed key provisions of the third Package. 
However, the practical implementation has not followed at the pace defined in the laws. Therefore the market infrastructure 
is still in the process of development.

UNBUNDLING

Unbundling requirements are fully transposed, allowing HERA to fulfil its competences, from certification to effective unbun-
dling and enforcement. it is yet to be implemented. the most critical issue will be to perform and ensure regulatory oversight 
on unbundling in accordance with the law.

REGULATORY AUTHORITY

HERA is equipped with the appropriate regulatory powers according to the Third Energy Package, including sufficient level 
of independence from the government. the key issue remains practical implementation.

CUSTOMER PROTECTION 

Customer protection in the primary legislation is also properly defined. Implementation is critical though, particularly as re-
gards development of necessary secondary legislation, such as procedures and methodologies.

d. conclusions and Priorities 

croatian institutions have only one priority – to implement 
the Energy act, the act on regulation of Energy activities and 
the Energy market act without further procrastination. 

several deadlines from these acts have already expired, so 
HEra, HROTE and HOPS should make up for the lost time.
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3.1.5 KosoVo*

Electricity

2011 2012

Electricty Production [GWh] 5,340 5,480

Net Imports [GWh] 816 625

Net Exports [GWh] 371 473

Total Electricity supplied [GWh] 5,785 5,632

Gross Electricity Consumption [GWh] 5,758 5,634

Losses in Transmission [GWh] 115 109

Losses in Transmission [%] 1.37% 1.32%

Losses in Distribution [GWh] 1,786 1,750

Losses in Distribution [%] 38.15% 36.69%

Consumption of energy sector [GWh] 287 283

Final consumption of electricity [GWh] 3,570 3,492

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 1,562 1,408

Households (residential customers) 2,008 2,084

Net maximum electrical capacity of power plants [MW] 1,204.35 1,204.35

Net maximum electrical 
capacity of power plants [MW]

Coal-fired 1,171.00 1,171.00

out of which: multi -fired

Gas-fired

out of which: multi -fired

Oil-fired

nuclear

Hydro 32 32

out of which: small hydro 10.07 10.07

Pumped storage

other renewables 1.35 1.35

out of which: Wind 1.35 1.35

Horizontal Transmission 
Network [km] 

380 kV or more [km] 188 188

220 kV [km] 232 232

110 kV [km] 765 791

HVDc [km]

substation capacity [mVa]  3,320  5,470 

Electricity Customers

total 442,128 458,323

out of which: non-households  68,009  70,023 

Eligible customers under 
national legislation

68,009 70,023

active eligible customers 0 0

Domestic market
Electricity supplied to active eligible customers [mWh] 0 0

share of total consumption [%] 0% 0%

source: Ero

a. the electricity sector in Kosovo* 

the legal framework for the electricity sector of Kosovo* con-
sists of a set of three laws from 2010, the law on Energy, the 
law on Electricity and the law on the Energy regulator. the 
authority responsible for energy legislation and policy is the 
ministry of Economic Development. the Energy regulatory of-
fice (ERO) is responsible for electricity, gas and district heating. 

Electricity production in Kosovo* is mainly based on lignite 
thermal power plants which represent 97% of installed ca-
pacities and are operated by the public utility Kosovo Energy 
Corporation (KEK) as a dominant producer. the remaining 3% 
of electricity production is based on hydro capacities, hydro 
power plant ujmani and 4 independent power producers. 

until 2012, the incumbent vertically integrated utility KEK 
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was licensed for production, distribution system operation 
and public electricity supply, as well for import/export of elec-
tricity, including wholesale trade and transit. the distribution 
and supply activities of KEK were privatized in 2013. on 8 
may 2013, the licences and assets for distribution system op-
eration and public supply were transferred from KEK to the 
joint-stock company Kosovo* Electricity Distribution and Sup-
ply (KEDS). since that date, following the signature of the 
share-purchase agreement between the government and the 
company Kosova Calik Limak Energy, the latter owns and con-
trols KEDS. 

investments into strengthening the distribution network and 
substations, installing new meters and the procurement and 
installation of amr (automatic meter reading), made by KEK 
in 2012, contributed to the improvement of the distribution 
system and services. However, both technical and commercial 
losses still remain very high at 36.69% in total. the collection 
rate has improved to 89.98% in 2012.

resulting from an earlier unbundling of KEK in 2006, the 
public joint-stock company has been established as the elec-

tricity transmission system operator and market operator in 
Kosovo* (KOSTT). KOSTT is operating the interconnecting 
transmission lines between the system of Kosovo* and the 
neighbouring systems – but the capacity is allocated by the 
operator of the neighbouring transmission system of serbia, 
EMS. this is subject to a long-running dispute settlement pro-
cedure with the secretariat (case Ecs-3/08).

according to the law on Electricity, all customers except 
households are eligible to purchase electricity from the sup-
plier of their choice. starting from 1 January 2015, all custom-
ers will be eligible. 

the public supplier, KEDS, supplies electricity at regulated 
tariffs to non-eligible customers. additionally, the public sup-
plier is supplying electricity at regulated tariffs to all eligible 
customers, based on Ero’s decision that regulated tariffs will 
apply to all customers in Kosovo*, following the assessment 
that there is no efficient competition in the electricity market. 

Ero issued four licences for import/export of electricity.

b. Progress made in 2012/2013 

Kosovo* is in the process of amending its laws for transposi-
tion of the third Energy Package. together with Ero, KEK 
and KOSTT, the ministry prepared so-called “concept docu-
ments” on the amendments of the laws. upon completion of 
the public consultations, the Ministry sent the final concept 

documents to the Government which approved it in the first 
half of 2013.

The Government of Kosovo* finalized the process of priva-
tisation of KEDS with the turkish consortium Limak & Çalik 
which took over control of the company in may 2013. 

Kosovo’s* Electricity Market Scheme

KOSTT

Public
Supplier

1

Traders (2)
Suppliers (0)

TSO

KEK
Producer

KEDS
DSO1

Producer

5
Independent

Producers

Market
operation

Eligible customers

0

2
Tariff Customers

458 323

Cross border flows
(import / export)

Energy flow Commercial relation

Source: Energy Community Secretariat

in 2012, Ero completed the harmonization of all issued li-
censes with the secondary legislation that was adopted in the 
wake of the 2010 laws. 

Following the provisions of the Energy law, Ero approved a 
methodology for preparation of the energy balance, based 
on the proposal made by KOSTT. the methodology increases 
transparency and accuracy of demand forecast, and should 
be implemented by the transmission and distribution system 
operators. a ten-year transmission Development Plan for the 
period 2013 - 2022 was developed by KOSTT and was ap-
proved by Ero in the beginning of 2013. recently, KOSTT 
has made considerable investments into the transmission net-
work, resulting in the reduction of bottlenecks and transmis-
sion losses which decreased from 1.37% to 1.32% in 2012.

KOSTT, as the market operator, completed the work on the 
new market design in early 2013. the document was har-
monized with legislation, the Energy strategy and the Energy 
community acquis and finally approved by ERO in March 
2013. the market Design describes the market structure and 
sets out basic principles of the day-ahead and trading day 
system operations, namely planning, scheduling, balancing 
mechanism, ancillary services, imbalance calculation and set-
tlement, billing and disputes, as well as governance. Based on 
the market Design, amendments of market rules and market 
rules procedures are being prepared by KOSTT, in line with 
the Electricity law. 

an electricity tariff review was initiated by Ero in 2012. For 
the first time, it sets the maximum allowed revenues for reg-
ulated companies for a multi-year regulatory period. in the 
course of the electricity tariff review, applications of KOSTT, 
KEK-Production, KEK-Distribution and KEK-Public supply 
were evaluated on the basis of the Pricing rules. accordingly, 
Ero issued decisions on approval of the maximum allowed 
revenue determined for the transmission system operator/
market operator and distribution system operator for the pe-
riod 2013 - 2017, for the production companies Kosovo a 
and Kosovo B for the period 2013 - 2016, and for public sup-
ply for a one year period starting from 1 april 2013. 

Based on the transmission and distribution pricing rules and 
charging principles Ero approved the methodologies for the 
regulated tariffs for transmission, system operation, market 
operation and distribution, as well as charges to be applied as 
of 1 april 2013. retail electricity tariffs for regulated custom-
ers and regulated prices for production from thermal power 
plants Kosovo a and Kosovo B were approved by Ero and 
applied as of 1 april 2013.

as a result of the government Decision on asset transfer 
between KOSTT and KEK and changes made in the energy 
sector laws, KOSTT has reviewed the transmission connec-
tion charging methodology. this document has been sent for 
comments to KEDS and ERO and now is in the final stage of 
approval from Ero.

c. state of compliance 

1. Authorisation and tendering procedures are defined 
by the law on the Energy regulator according to which Ero 
is responsible for conducting authorisation procedure for the 
construction of new energy generation capacities and direct 
electricity lines, as well as for initiating and conducting ten-
dering procedures for the construction of new energy capac-
ity, both of which are in line with the acquis. 

Further to that, the rule on authorisation Procedure for con-
struction of new generation capacities published by Ero in 
2011 establishes the procedure for the authorisation for con-
struction of new generating capacities, including intercon-
nectors and direct lines.

the government may authorize the launching of a tendering 
procedure for the construction of new generation capacities 
if Ero issues a written determination that the authorisation 
procedure has not resulted in either the building of sufficient 
electricity generation capacity to ensure the security of sup-
ply, meeting environmental targets or energy efficiency and/
or demand-side management measures. Depending on the 
electricity sector ownership at the time the government au-
thorizes a tendering procedure, the procedure is conducted 
either by a Public-Private Partnership inter-ministerial steering 
committee or by Ero. 

2. Unbundling of system operators in terms of their legal 
form, organisation and decision-making is required by the 
legislation. in violation of the acquis, accounting unbundling 
is only compulsory as of 31 December 2014, requiring com-
panies licensed for generation, distribution and supply to 
separate accounts. 

according to the laws and the licence, the public supplier 
shall maintain separate accounts for supply of eligible cus-
tomers at unregulated tariffs, supply of eligible customers 
at regulated tariffs and supply of non-eligible customers. all 
system operators are required to prepare a compliance pro-
gramme; however, the according documents have not been 
developed so far.

in practice, the transmission system operation is unbundled 
from other activities in line with the acquis. in 2013, the dis-
tribution system operation and public supplier were legally 
unbundled from the now generation only company KEK by a 
transfer of the assets and licences to the subsequently priva-
tized KEDS. unbundling of distribution and public supply as 
well as accounting unbundling of the public supplier has yet 
to be achieved. the lack of account unbundling is in breach 
of Directive 2003/54/Ec. 

3. the requirement for non-discriminatory third party ac-
cess is transposed in the legislation in line with the acquis. 
transmission and distribution use of system charges entered 
into force as of 1 april 2013, upon the approval of the Ero 
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issued on 2 may 2013. However, in violation of the acquis, 
tariffs and methodologies have not been published prior to 
their entry into force. 

4. Eligibility is defined by the Electricity Law in accordance 
with the acquis, stipulating that all customers, except house-
holds, are eligible. Households will become eligible on 1 Janu-
ary 2015.

according to the Electricity law, Ero is responsible to ensure 
that effective arrangements are in place to allow eligible cus-
tomers to switch their supplier as simply as possible and with-
in no more than three weeks after notifying their incumbent 
supplier. switching procedures need to be free of charge and 
large non-household customers shall have the right to con-
tract simultaneously with several suppliers. supplier switch-
ing rules, however, have not yet been defined, resulting in a 
major obstacle for retail market opening and issue of concern 
with regard to eligibility in real terms. 

5. as regards market opening, every household customer 
has the right to universal service. going far beyond this, cur-
rently all customers in Kosovo* are supplied under regulated 
tariffs. the public supplier is obliged to supply electricity at 
regulated tariffs to non-eligible customers as a public service. 
the public supplier is also entitled to supply eligible customers, 
both at regulated and non-regulated tariffs. Whether eligible 
customers are to be supplied at (low) regulated tariffs is to be 
decided by Ero based on the regulator’s assessment of the 
lack of efficient competition in the market. Such evaluation 
has been undertaken by Ero during the tariff review in 2012; 
consequently all customers in Kosovo* are currently supplied 
at regulated tariffs by the public supplier. the regulator’s legal 
competence to decide on supply at regulated prices based 
on the level of competition in fact intends to foster market 
opening by enabling Ero to reduce regulated supply to the 
necessary limits rather than to prolong price regulation. it has 
to be closely monitored whether the regulator will execute its 
related powers prudently and pro-competitively. additionally, 
Ero shall regularly assess the possible effects of public service 
obligations on national and international competition in the 
electricity market and consider whether or not such obliga-
tions should be revised. While this approach tries to balance 
price regulation, a public service obligation, with the poten-
tial evolution of competition, it failed to further liberalize the 
market in Kosovo* as price de-regulation and competition 
depend on each other. it is to be acknowledged, however, 
that the situation of Kosovo* is particularly challenging, as 
external competition is exposed to obstacles to free trade re-
lated to this contracting Party’s political situation. 

according to the law on the Energy regulator, after 1 Janu-
ary 2015 Ero shall discontinue setting public supply prices 
unless there are concerns about the effectiveness of competi-
tion in the electricity market. again, such procedure in itself is 
not likely to boost competition, in particular if not supported 
by effective regional and cross-border trade.

a major obstacle for the establishment of a competitive mar-
ket structure is the Electricity law’s requirement for all power 
plants of an installed capacity exceeding 5 mW, that were 
operational at the date the law came into force, to provide 
their generated electricity to the public supplier at regulated 
tariffs to the extent needed by the public supplier in order to 
fulfil its functions. It needs to be carefully monitored whether 
there is and remains justification for such a far-reaching pub-
lic service obligation.

6. The Electricity Law defines the obligation of the transmis-
sion system operator to identify available cross-border trans-
mission capacity and provide congestion management for 
all transactions on the interconnectors with neighbouring sys-
tems through market based rules and mechanisms. in practi-
cal terms, the serbian system operator EMS allocates capaci-
ties on the interconnectors adjacent to the network operated 
by KOSTT. this is subject to a long-running dispute settlement 
procedure with the secretariat (case Ecs-3/08). 

7. the development of balancing rules and balancing the 
system, as well as ensuring the availability of all necessary 
ancillary services, are the responsibilities of the transmission 
system operator KOSTT according to the Electricity law. the 
applicable grid code from 2010, approved by Ero, includes 
balancing rules that cover real time operation, processes and 
procedures used for balancing the system. 

rules for balancing the market, including rules for charging 
the system users for imbalances have not been developed yet. 
the Electricity market Design was adopted by Ero in 2013. it 
describes the procedures of the balancing mechanism, energy 
imbalance calculation, imbalance price calculation and settle-
ment. the market rules will have to make these binding. 

8. Transparency requirements stipulated in the legal frame-
work are adequately transposed and implemented with 
respect to tariff methodologies and charges for use of the 
transmission and the distribution system. 

9. Customer protection service provisions are transposed by 
the laws in line with the acquis, giving broad competences to 
the regulatory authority. 

Ero may review and approve proposals for customer protec-
tion measures and establish standards of service to be met 
by licensees, define the procedures to be taken relating to 
the disconnection of customers. Ero is also responsible for 
safeguarding the interests of customers, resolving disputes 
between customers and energy enterprises, system operators 
and energy enterprises, and between two energy enterprises. 
Following that, customer protection and non-discriminatory 
treatment with respect to disconnection and resolution of 
complaint and disputes is ensured through the set of rules 
issued by Ero. rules on Disconnection and reconnection are 
setting criteria, standards and principles to be applied with 
this respect. rules on the resolution of complaints and Dis-

Implementation of the Third Energy Package

the present legal framework is to a large extent in compliance with the second Package and represents a good basis for 
transposing the third Package requirements into primary legislation. amendments should be mainly focused on unbundling 
and the further strengthening of the tasks, competences and independence of Ero. the ongoing transposition process is 
envisaged to be finalized in 2014. As the initial activity, concept documents for energy laws were drafted and approved by 
the government in 2013.

UNBUNDLING

in the electricity sector in Kosovo* the joint-stock company KEDS, responsible for electricity distribution and supply, has been 
privatized. the public utility KEK and transmission system operator KOSTT are 100% state-owned companies. Both compa-
nies are controlled by the ministry of Economic Development, which is not in line with the third Package requirement on tso 
unbundling. still, requirements of the second Package related to unbundling need to be fully transposed and implemented.

REGULATORY AUTHORITY

Duties and powers of Ero given by the current legal framework provide a good basis for the further strengthening of Ero’s 
authorities in order to comply with the third Energy Package requirements. the regulatory authority shall have rights to carry 
out investigations and impose penalties in cases of non-compliance. the regulatory authority shall be empowered to perform 
its role in the process of certification of the transmission system operator.

CUSTOMER PROTECTION 

Kosovo* has already established a substantial framework for electricity customer protection in conformity with the third 
Package provisions regarding vulnerable customers, contractual terms and conditions and transparency of information. cus-
tomer rights for good service standards, complaint handling and dispute settlement are guaranteed by the set of rules 
adopted by Ero. However, a major obstacle to exercising eligibility is the lack of supplier switching rules. their adoption and 
implementation in line with the third Energy Package is essential for retail market opening.

putes in the Energy sector are prescribing procedure of sub-
mission, review and resolution of customer complaints and 
dispute settlement between licensees as well as offering an 
alternative dispute resolution mechanism in line with the ac-
quis. 

according to the law on Energy regulator, a vulnerable cus-
tomer is defined as a household customer whose low level of 
income, ill-health or disability qualifies him or her for protec-
tion or assistance according to rules set by Ero, on the basis 
of qualifying rules established by the ministry of labor and 
social Welfare.

d. conclusions and Priorities 

in Kosovo*, practical implementation is lagging far behind 
the legal framework which is largely compliant with the sec-
ond Package. in addition, adapting the legislation to the re-
quirements of the third Energy Package should be started. 

as a priority, the unbundling of accounts for supply of eligible 
customers at contracted tariffs, supply of eligible customers 
at regulated tariffs (as long as applied) and supply of non-eli-
gible customers needs to be implemented. legal unbundling 
between distribution and supply in KEDS must be prepared to 
be implemented by 2015.

on the operational side, improving technical performance, 
reduction of losses particularly in the distribution network, 
and enforcement and improvement of quality of service stan-
dards are key next steps. at the same time, a link between 

the quality of services and costs of these services should be 
established to ensure the principle of cost-reflectivity. 

secondary legislation needed for competitive market opening 
should be adopted. Following the adoption of the Electricity 
market Design, new market rules should be developed aimed 
at defining detailed provisions for a balancing mechanism, 
energy imbalance calculation, imbalance price calculation and 
settlement. in order to allow for retail market opening, effec-
tive supplier switching arrangements should be established. 
Excessive public service obligations on the generation com-
pany in order to meet the full demand of the public supplier 
should be abolished. also, the right of Ero to regulate ener-
gy prices for all customers in case of insufficient competition 
should be replaced by a timeframe for phasing-out regulated 
prices, with large non-household customers becoming the 
first category.
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Electricity

3.1.6 FormEr yugoslaV 
rEPuBlic oF macEDonia

2011 2012

Electricty Production [GWh] 6,325 5,845

Net Imports [GWh] 2,749 2,741

Net Exports [GWh] 73 72

Total Electricity supplied [GWh] 9,001 8,514

Gross Electricity Consumption [GWh] 9,001 8,514

Losses in Transmission [GWh] 201 187

Losses in Transmission [%] 2.3% 2.2%

Losses in Distribution [GWh] 1,186 1,107

Losses in Distribution [%] 18.1% 17.4%

Consumption of energy sector [GWh] 1.40 1.30

Final consumption of electricity [GWh] 7,614 7,220

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 4,268 3,962

Households (residential customers) 3,345 3,257

Net maximum electrical capacity of power plants [MW] 1,895.69 1,939.60

Net maximum electrical 
capacity of power plants [MW]

Coal-fired 800 800

out of which: multi -fired 0 0

Gas-fired 287 287

out of which: multi -fired 0 0

Oil-fired 210 210

nuclear 0 0

Hydro 597.69 638.8

out of which: small hydro 30.89 35.6

Pumped storage 0 0

other renewables 1 3.8

out of which: Wind 0 0

Horizontal Transmission 
Network [km] 

380 kV or more [km] 507 507

220 kV [km] 103 38

110 kV [km] 1488 1492

HVDc [km] 0 0

substation capacity [mVa] 2700 2700

Electricity Customers

total 662,526 678,740

out of which: non-households 77,181 78,508

Eligible customers under 
national legislation

9 9

active eligible customers 9 9

Domestic market
Electricity supplied to active eligible customers [mWh] 1,731,587 1,755,456

share of total consumption [%] 19.24% 20.62%

source: Erc

a. the electricity sector in the Fyr of macedonia 

the energy sector, including electricity, in the former yugo-
slav republic of macedonia is governed by the Energy law of 
2011, amended in 2011 and 2013. 

the Energy law establishes full market opening following the 
introduction of the necessary legislative framework and the 

establishment of key market infrastructure, such as transpar-
ent network tariffs, provision of balancing services, market 
rules, supply rules and supplier switching procedures. the 
Law defines a set of secondary legislation to be developed 
within specified timeframes.

the authority responsible for legislative matters and energy 
policies is the ministry of Economy.
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the Energy regulatory commission (Erc) has been operation-
al since 2003 and according to the Energy law is equipped 
with the core competencies required by the acquis.

the transmission network is operated by Makedonski Elektro-
prenosen Sistem Operator (MEPSO), a state-owned company 
responsible for electricity transmission, electric power system 
control and balancing. MEPSO also performs the functions of 
a market operator.

Key players in the electricity market are the state-owned 
incumbent utility Elektrani na Makedonija (ELEM) and EVN 
Makedonija. ELEM owns the majority of generation plants, 
namely two tPPs and eight HPPs, with a total installed capac-
ity of 1380 mW. a new hydro power plant “sveta Petka” of 
36 mW owned by ELEM was commissioned in 2012. ELEM 
also operates the cHP tEc Energetika with 40 mW of installed 
capacity and a small distribution network through which it 
supplies 73 industrial customers with some 80 gWh/y. 

in addition there are independent power producers: the oil-
fired TPP Negotino with 210 MW installed capacity, and two 
gas-fired CHPs, TE-TO Skopje commissioned in 2012 with an 
installed capacity of 227 mW and KOGEL Sever with 30 mW 
of installed capacity.

the austrian utility EVN holds 90% of shares in EVN Make-
donija, the owner of most of the distribution assets and sup-
plier of 98% of all sales to so-called “tariff customers”. all 
household customers in the country and more than 99.9% of 
all non-household customers are connected to the distribu-
tion system of EVN Makedonija.

the category of “tariff customers” includes household cus-

tomers until 31 December 2014 when they become eligible. 
During the same transitional period small customers are en-
titled to opt for being supplied as tariff customers or to pur-
chase from a supplier of their choice. the incumbent sup-
pliers, EVN Makedonija and ELEM supply tariff customers at 
regulated prices. suppliers also should buy electricity accord-
ing to competitive procedures.

incumbent suppliers of tariff customers are designated by the 
Energy law to perform the task of a supplier of last resort as 
a public service obligation. as a general rule households and 
small customers, i.e. undertakings with less than 50 employ-
ees and an annual turnover not exceeding Eur 10 million are 
entitled to be supplied by a supplier of last resort. 

currently, there are 44 registered traders with valid licenses 
issued by Erc. EVN Makedonija and ELEM hold supply li-
cences, allowing them to supply tariff customers. in July 2013 
ERC issued the first license for supply of electricity to a new 
entrant (GEN-I Prodazba).

Former yugoslav republic of macedonia has been for several 
years the only contracting Party where big customers were 
obliged to procure electricity from the competitive market: 
since 2009, final customers connected to the transmission 
network are obliged and have been purchasing electricity 
outside the regulated supply on the competitive market. in 
addition, in accordance with the Energy law, following a 
dispute settlement with procedure with the secretariat, the 
transmission and distribution system operators procure elec-
tricity to cover their network losses in the competitive market. 
in terms of volume nearly 40% of electricity supplied in 2012 
was purchased on the non-regulated market.

Former Yugoslav Republic of Macedonia’s Electricity Market Scheme
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Source: Energy Community Secretariat
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b. Progress made in 2012/2013 

During the reporting period a number of activities took place 
but significant progress in actual market opening was not 
achieved.

the year 2012 marked a breakthrough in legislative terms, 
when the Erc adopted new market rules, obliging all cus-
tomers, except small enterprises and households, to purchase 
electricity on the competitive market starting from 1 January 
2013. although regulated tariffs remain available for small 
enterprises, they are eligible to purchase electricity on the 
competitive market. Households remain captive until 31 De-
cember 2014. 

in July 2012 the Erc adopted the regulation on setting the 
Electricity Price for the supplier of last resort. the Erc also 
adopted new tariff systems for the transmission and distribu-
tion of electricity. in november 2012 the Erc adopted rules 
for supply of Electricity intended to regulate relations in the 
retail supply in an open market and rules for supply of Elec-
tricity by a supplier of last resort. rules for supply of Elec-
tricity to Tariff Customers from 2011 define relations on the 
regulated market.

the law obliged EVN Makedonija, as a supplier of tariff cus-
tomers, to develop the rules for Procurement of Electricity, 
the purpose of which was to ensure transparency and safe-
guard customers’ interests in the procurement of electricity 
used for regulated supply. the document was approved by 
Erc in september 2012. 

Adoption of the rules defined in the Law as preconditions for 
mandatory market opening for all customers except house-
holds refers to: the rules for supply of Electricity, the rules 
for supply of Electricity by a supplier of last resort, the rule-
book on Prices of the supplier of last resort, Electricity mar-
ket rules and tariff systems for transmission and Distribution 
of Electricity and for services of the market operator. With 
these documents adopted in 2012, Erc completed its tasks 
stemming from the Energy law.

MEPSO in its capacity as market operator published the list 
of eligible customers (146 final customers connected to the 
distribution network) which were supposed to switch from a 
regulated to a competitive supply. intensive education and 
training programs on the market rules, balance responsibility 
and financial effects of imbalances were provided by MEPSO 
for the market participants who were obliged to switch. 

These 146 final customers should have registered with the 
market operator and assumed their balance responsibility, 
either by themselves or organised into balance responsible 
groups. unfortunately the establishment of balance respon-
sibility did not follow as planned and in December 2012 Erc 
postponed the implementation of market rules to 1 July 
2013. 

EVN Makedonija failed to develop standardised load curves 
for the calculation of the load of customers connected to 
their network until the deadline of May 2013 defined in the 
market rule. in addition, MEPSO did not complete the pro-
curement of new software for the metering and calculation 
of imbalances in accordance with the market rules. For these 
reasons in June 2013 Erc decided to postpone the imple-
mentation of the market rules again, amending the market 
rules with an obligation for Erc to develop an action Plan for 
the liberalization of the Electricity market by 30 september 
2013 at the latest. it is evident that market opening in the for-
mer yugoslav republic of macedonia is not implemented at 
the pace envisaged in the Energy law and the market rules. 

Whereas MEPSO and ELEM had earlier adjusted their grid 
codes to the requirements of the Energy law, EVN only in 
2012 submitted its grid code to Erc; the new rules came 
into effect July 2012. These rules define conditions for con-
nection to the network, third party access, long term plan-
ning, system operation, system security and stability, proce-
dures in case of disruption, access to information and other 
matters defined in the Energy Law.

aiming to support the reduction of losses, the ministry of 
Economy was working on improving the enforcement regime 
related to combating the theft of electricity, tampering with 
meters and illegal access to network equipment. the criminal 
code was amended in 2013 so that the theft of electricity is 
now rendered as a criminal act and prosecuted in accordance 
with the criminal code.

the government extended the implementation of the pro-
tection program for vulnerable customers throughout 2013, 
providing support for household customers who are recipi-
ents of the welfare subsistence program. Within the program, 
the energy consumption of households which receive social 
welfare assistance are subsidised in the amount of roughly 
EUR 11 per month and the scheme is financed from the State 
budget. 

currently MEPSO is managing two key construction projects 
of new interconnections with serbia and with albania, includ-
ing the supporting substations.

c. state of compliance 

1. in terms of authorization and tendering, the ministry of 
Economy or municipal authorities are in charge, depending 
on the installed capacity. the minister established a commit-
tee for issuing authorisations in 2011. authorisation is not 
needed if construction is based on concessions and for ca-
pacities of less than 10 mW. 

According to the Energy Law, if there is no sufficient inter-
est in investment as planned by the authorities or in meeting 
the demand, or if security of supply objectives cannot be met 
with demand side management measures, the ministry may 

invite tenders for construction of new facilities or reconstruc-
tion of existing facilities. this procedure is compliant with the 
treaty.

Erc is the competent body for granting energy activity licens-
es for the operation of a production facility including for the 
generation of electricity from renewable sources and com-
bined heat and power. 

2. the unbundling of network operators is required by the 
law and implemented according to the acquis of the Energy 
community. in practise, it needs to be better monitored and 
enforced by Erc. 

MEPSO is legally unbundled from all other activities and 
owned by the state. the market operation activities are per-
formed within MEPSO as an integrated function. in addition, 
the dominant producer ELEM and the transmission system 
operator MEPSO are owned by the state. 

the distribution network operators (EVN Makedonija and 
ELEM) perform the activities of supply of tariff customers, but 
still do not publish their financial statements separately for 
each of their regulated activities. a compliance program for 
functional unbundling is also missing. although both distribu-
tion network operators have established separate legal enti-
ties for dealing in trade and competitive retail supply, their 
activity to supply tariff customers is still fully bundled with 
distribution. 

the unbundling requirements have not been properly imple-
mented in this respect so far.

3. Third party access is addressed in a compliant manner by 
the law, the implementation needs improvements, particu-
larly as regards easy access to information on the terms and 
conditions for access. 

MEPSO is working on improving its grid code from 2006 in 
order to comply with the Energy law and to keep in line with 
ENTSO-E regulation. Part of this process is the development 
of a set of procedures for the procurement of electricity (for 
network losses, for ensuring system security in case of disrup-
tion of supply or significant imbalances in demand). 

non-discriminatory access is implemented in the grid codes 
for transmission and distribution, developed by network op-
erators and approved by Erc. 

connection charges are also regulated and approved by Erc. 
the charges and price lists for connection are being reviewed 
by Erc and a decision is pending. 

network tariffs for transmission and distribution network 
operators are set by Erc for a three year period, subject to 
annual review. network tariffs are published on Erc’s web 
page, but MEPSO and distribution network operators do not 

publish charges for the use of their network on their respec-
tive web pages. the transparency of applicable network tar-
iffs is not properly enforced.

4. according to the Energy law, after the adoption of the sec-
ondary legislation by Erc, all customers except households 
shall become eligible. Eligible customers with more than 50 
employees and more than Eur 10 million annual turnover do 
not have the right to be supplied by the supplier of last resort. 
the law allows that small customers and households remain 
supplied at regulated prices by a supplier of last resort even 
after full market opening, without time limitations.

Household customers remain captive until 31 December 2014 
and, after that time, will be able to switch to the open market 
or to be supplied by the supplier of last resort under regulated 
prices. The Law defines that small customers can choose be-
tween the liberalised electricity market and regulated electric-
ity market until 31 December 2014.

From the moment small customers become eligible, and from 
1 January 2015 when household customers become eligible, 
these two categories shall have the right to be supplied by the 
supplier of last resort under regulated prices and conditions 
defined by ERC.

according to the Energy law, all customers are eligible to 
switch supplier. However, the market for non-household 
customers is still not fully open as required by article 21 of Di-
rective 2003/54/Ec. currently only the customers connected 
to the transmission network are supplied from the open mar-
ket and may not be supplied at regulated prices. the remain-
ing eligible customers, namely the customers connected to 
the distribution network with more than 50 employees and 
an annual turnover exceeding Eur 10 million are still sup-
plied at regulated prices by the incumbent supplier of tariff 
customers.

The switching rules are defined by ERC as a part of the Rules 
for the supply of Electricity. Final customers with outstanding 
debts to the previous supplier, network operator or market 
operator are not permitted to switch supplier; these exemp-
tions are certainly not in favour of market opening and should 
rather be solved via civil law. small customers and house-
holds, even when eligible, will be entitled to be supplied by a 
“supplier of last resort”, if they do not choose their supplier. 

in practise, preconditions for the implementation of the 
above rules have been in place as of 1 January 2013, but the 
implementation was delayed because provisions of the mar-
ket rules were not complied with. the most recent postpone-
ment from June 2013 introduced an action Plan for liberali-
sation of the Electricity market as a new document which will 
set the date for market opening required by the Energy law. 

5. Public services are provided at regulated prices, as a rule. 
Public services include generation to meet demand of supplier 
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of last resort, as well as demand of tariff customers until 31 
December 2014. the price at which the incumbent generator 
(ELEM) sells electricity to its own customers and to the sup-
plier of tariff customers (EVN Makedonija) as a public service 
obligation, is set by Erc, as a transitional measure, provided 
for in the Energy law. in addition to the delays in adopting 
the secondary legislation and its implementation as explained 
above, obstacles to market opening include excessive price 
regulation, particularly in the wholesale market.

the price of electricity purchased from generators with public 
service obligations shall remain regulated until 31 December 
2014. Even though the supplier of tariff customers is allowed 
to buy electricity in the open market, it has no incentive to do 
so if the regulated domestic generation is available at lower 
regulated prices. moreover, the methodology for setting 
Prices of tariff Elements for the sale of Electricity by the gen-
erator to the supplier of tariff customers and the supplier of 
last resort, which was planned to come into effect from 1 
July 2013, but has now been postponed until the implemen-
tation of the Market Rules, explicitly defines the procedure 
by which Erc sets the tariffs for the sale of electricity in the 
wholesale market.

Excessive regulation with extensive scope of public services 
raised concerns regarding the objective need and detrimental 
effects on market opening and competition. it is also against 
the Energy law, which prohibits approved or controlled prices 
to prevent efficient competition and market functioning. 

6. the allocation of cross-border capacity is conducted 
through yearly, monthly, weekly and intra-day auctions. the 
allocation rules, compliant with regulation (Ec) 1228/2003, 
are approved by Erc and publicly available. capacities are 
split 50:50 with neighbouring systems.

the agreement of MEPSO with the serbian EMS to apply joint 
auctions developed in 2011 but, although approved by Erc, 
could not be implemented due to the problem of double tax-
ation and open issues on value added tax (Vat) application 
which were not resolved. namely, revenues from congestions 
according to local Vat legislation are subject to Vat. this is-
sue would need a regional solution.

the results of auctions are published, allocated capacities, 
congestions and marginal prices for each border and time 
slot in congestion. 

7. The Market Rules define the principles of balancing and 
procurement of ancillary services, the costs of providing 
balancing services, balancing responsibility and charging for 
imbalances. 

ancillary services are currently provided by ELEM under its 
public service obligation. this practise distorts price signals 
for the balance responsibility of market participants. the im-

plementation of the approved new market rules is expected 
to prevent this practise. currently balancing responsibility is 
applicable only to customers connected to the transmission 
network and imbalances are settled weekly. Distribution sys-
tem operators are not charged for imbalances.

according to the most recent amendments of the market 
rules, until liberalisation of the electricity market, the market 
operator is obliged to calculate hourly imbalances of all final 
customers except households, without financial settlement.

8. as regards access to information and transparency, the 
institutions and responsible market players have made some 
effort. nevertheless, improvement is needed, particularly in 
terms of easy access to information in the public domain. net-
work tariffs are published in Official Gazette and on ERC’s 
web page, but not on network operators’ web pages

as regards MEPSO, the key information for the system users 
is publicly available, including terms and conditions for con-
nection, a ten-year network Development Plan and mainte-
nance Plans for interconnectors. However, the published ten-
year network Development Plans of MEPSO (2010 - 2020) 
need an update.

interconnection capacities are effectively allocated in annual, 
monthly and weekly auctions. capacities can be allocated 
intra-day as well. results of all auctions are timely published 
on MEPSO’s web page. 

EVN Makedonija, as a distribution network operator has pub-
lished terms and conditions, including charges for connec-
tion and use of network, as well as end use prices for tariff 
customers. 

Easy access to information also includes the access of system 
users to demand-related information provided by network 
operators. system users should have access to such informa-
tion in the most appropriate format. this is even more im-
portant in the following months when full market opening is 
expected and customers will need simple and easy access to 
all relevant information about prices charged to them. 

9. the aspects of customer protection are only partially im-
plemented. The Energy Law defines the objectives of energy 
policy to ensure the protection of citizens from energy pov-
erty. the government is obliged by law to develop an annual 
programme for the reduction of energy poverty, including 
subsidies on consumed energy. 

currently, the social protection programme of subsidising 
monthly bills for consumed energy is being applied. new so-
cial protection measures are being developed within the re-
spective institutions, aiming to pay due care to the protection 
of vulnerable customers and prevention of energy poverty. 

d. conclusions and Priorities 

The first and foremost task is to implement the Market Rules 
and finally open the market as defined in the Energy Law. The 
action Plan for liberalisation must not be used as a means 
for further procrastination. Erc should use all its powers to 
enforce implementation. 

the position of Erc should be strengthened, particularly in 
terms of power to enforce its decisions and obligations of 
licensed undertakings to comply with the laws and by-laws.

Easy access to information also includes access for system us-
ers to demand-related information provided by network op-
erators. system users should have access to such information 

in the most appropriate format. this is especially important 
for the following months when full market opening is ex-
pected and customers will need simple and easy access to all 
relevant information about prices charged to them. 

overall the customer protection scheme is too comprehen-
sive, allowing for extensive definition of public service and 
price regulation detrimental to competition. closing the gap 
between regulated wholesale prices and real market prices 
of electricity as a result of market opening will require an ad-
equate social protection network capable of absorbing the 
effects of price changes on socially sensitive groups of cus-
tomers. this is one of the key tasks ahead for domestic insti-
tutions responsible for different aspects of this matter.

Implementation of the Third Energy Package

Revision of the legislation is necessary not only to reflect requirements of the Third Energy Package, but to ensure the imple-
mentation of the current acquis in all its key aspects, namely market opening, efficient regulation and unbundling.

UNBUNDLING

ownership unbundling is an issue because of the state’s stake in transmission and generation companies. Primary legislation 
needs to be amended in that respect. in addition, the requirements from the second Package in relation to functional and 
accounting unbundling within vertically integrated undertakings have not been properly enforced.

REGULATORY AUTHORITY

the position of Erc must be strengthened, particularly in terms of power to enforce its decisions. in addition, comprehensive 
price regulation by Erc currently carried out in the form of setting all prices for public services should be abolished.
as regards additional competencies required to comply with the new acquis, Erc needs power to perform its role in the cer-
tification process, to issue mandatory orders, to conduct investigations and impose penalties for non-compliance and explicit 
powers regarding cross border cooperation.

CUSTOMER PROTECTION 

A definition of a vulnerable customer should be introduced, along with a guaranteed scope of service and information pro-
vided by licensed undertaking. although some elements of the customer protection measures are transposed, particularly 
in the rules for supply introduced by ERC in 2012, the scope of public service should be reconsidered to allow for efficient 
customer protection measures without excessive regulation leading to discrimination between customer groups or an im-
pediment to market competition.
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3.1.7 molDoVa

Electricity

2011 2012

Electricty Production [GWh] 854 776

Net Imports [GWh] 3,144 3,278

Net Exports [GWh] 545 612

Total Electricity supplied [GWh] 3,998 4,055

Gross Electricity Consumption [GWh] 3,998 4,055

Losses in Transmission [GWh] 115 115

Losses in Transmission [%] 2.89% 2.84%

Losses in Distribution [GWh] 474 460

Losses in Distribution [%] 12.48% 11.91%

Consumption of energy sector [GWh]

Final consumption of electricity [GWh] 3,409 3,480

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 1,866 1,905

Households (residential customers) 1,542.85 1,574.97

Net maximum electrical capacity of power plants [MW] 396.00

Net maximum electrical 
capacity of power plants [MW]

Coal-fired

out of which: multi -fired

Gas-fired 380 380

out of which: multi -fired

Oil-fired

nuclear

Hydro 16 16

out of which: small hydro

Pumped storage

other renewables 0.10

out of which: Wind

Horizontal Transmission 
Network [km] 

380 kV or more [km] 203 203

220 kV [km] 377 377

110 kV [km] 3,325 3,335

HVDc [km]

substation capacity [mVa]  4,761  4,761 

Electricity Customers

total 1,292,719 1,309,389

out of which: non-households  55,125  64,924 

Eligible customers under 
national legislation

4 4

active eligible customers 1 1

Domestic market
Electricity supplied to active eligible customers [mWh] 81,747 81,801

share of total consumption [%] 2.04% 2.02%

source: anrE

a. the electricity sector in moldova 

moldova is almost entirely dependent on imports of natural 
gas for the production of electricity, or electricity imports from 
ukraine. the local electricity production relies on a dominant 
electricity producer, the gas/oil fired thermal power plant Ku-
churgan (2,520 mW installed capacity) which covers as much 
as 80% of the overall demand. Kuchurgan is owned and op-

erated by the russian company INTER RAO UES, located in 
the moldovan region of transnistria. the remaining 20% of 
the demand is provided by several gas-fired combined heat 
and power generation capacities and one hydropower plant 
(with an overall installed capacity of 396 mW), or is covered 
by imports. the tPP Kuchurgan is dispatched internally by the 
system operator Moldelectrica and the interconnection ca-
pacities with Ukraine are sufficient for the electricity systems 
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to operate with no congestion on this interconnection.

the electricity sector of moldova still operates under the Elec-
tricity law of 2009; the adoption of the amendments that 
have been being prepared since 2011 - 2013 are delayed. 
other relevant legislation includes the law on conducting li-
censed activities, the law on Public service, the law on cus-
tomer Protection, the law on Basic Principles for regulating 
Entrepreneurial activity and the concession law. 

the Electricity law sets the principles for energy governance 
like unbundling requirements, third party access and deadlines 
for market opening. the responsible authority for the legal and 
policy matter in the electricity sector is the ministry of Economy.

Energy market regulation is performed by the Energy regula-
tory agency (anrE). there have been no changes in the cor-
porate structure of the electricity sector during the reporting 
period. the transmission system is not synchronized with the 
ENTSO-E network and operates as a part of the uPs electricity 
system along with neighbouring ukraine. the moldovan trans-
mission system operator Moldelectrica performs transmission 
and dispatch activities, including basic market administration.

there are three distribution system operators and public sup-
pliers active in moldova – RED Nord, RED Nord-Vest and RED 
Union Fenosa. the latter covers 70% of the overall electricity 
demand and emerged after the privatisation and merger of 
the former distribution operators and suppliers RED Sud, RED 
Centru and RED Chisinau. it is now owned by the spanish util-
ity Gas Natural Fenosa. the other two utilities, RED Nord and 

RED Nord-Vest are state-owned.

the wholesale market model described by the Electricity law 
of 2009 is based on bilateral contracts between producers 
and suppliers or between suppliers with an import portfolio in 
the electricity market. legally, all suppliers are entitled to im-
port or export electricity. However, a state-owned company, 
Energocom, acts as a single buyer for the entire volume of 
electricity imported from ukraine. this is a condition request-
ed by the ukrainian trade counterparts, and is not required by 
the laws or regulations of moldova. Being licensed for supply 
of electricity at non-regulated tariffs, Energocom is entitled to 
supply electricity to eligible customers. it is currently supply-
ing the only active eligible customer which switched from the 
incumbent supplier.

the electricity imported by Energocom is regularly sold to 
the distribution and supply companies RED Nord and RED 
Nord-Vest or to eligible customers. the supply portfolio of 
the electricity distribution and supply company RED Union 
Fenosa includes supply contracts with the dominant electric-
ity producer in moldova – tPP Kuchurgan and, as of 2013 in 
response to the growing demand, with Energocom for elec-
tricity imported from ukraine.

anrE does not apply a uniform tariff policy throughout the 
country, but reflects the specific technical characteristics of 
each distribution network and the number of customers per 
km of lines, which has resulted in higher end-user tariffs for 
customers of state-owned utilities. in 2013, the end-user 
electricity tariffs remained at the levels adopted in may 2012. 
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b. Progress made in 2012/2013 

Draft amendments to the Electricity law had been prepared 
in the previous period, with a view to transposing the require-
ments of security of Electricity supply Directive 2005/89/Ec, 
regulation (Ec) 1228/2003 and to improve compliance with 
Directive 2003/54/Ec. contrary to the expectations, they 
have not yet been adopted. 

the Energy strategy for 2030 was adopted in early 2013 and 
envisages the liberalisation of the electricity market, while re-
ducing dependency on imported energy and improving the 
energy intensity of the economy. the objective of synchronis-
ing the moldovan electricity network with the system of ENT-
SO-E is envisaged to be accomplished either together with 
the ukrainian system, or through unilateral synchronisation 
with the romanian system.

a new methodology for determining the distribution tariffs 
has been enforced in 2013. However, the new distribution 
tariffs have not yet been approved. their missing adoption 
is one reason for the delay in the practical implementation 
of electricity market opening for non-household customers.

anrE did not change the regulated electricity prices during 
2013, neither for domestic electricity production or for end-
user customers’ supply, nevertheless at the current exchange 
rate, it trims down the Euro values at about 9.5 eurocent/
KWh compared with an average of 10.5 eurocent/KWh in 
2012. in January 2013, anrE approved tariffs for electricity 
supplied by RED Nord to customers connected to high volt-
age networks (35 kV, 110 kV) at similar values for the same 
customer class as for RED Nord-Vest.

a procedure for customer switching has been drafted and is 
pending adoption. 

in its 2012 annual report, anrE, as one of the most advanced 
regulatory authorities in the Energy community, continues to 
present benchmarking of the quality of supply indicators for 
three distribution companies.

c. state of compliance 

the Electricity law of 2009 transposes most of the basic re-
quirements of Directive 2003/54/Ec. However, the amend-
ments to the 2009 Electricity law meant to transpose the 
security of Electricity supply Directive 2005/89/Ec and sev-
eral provisions of regulation (Ec) 1228/2003 have not been 
adopted. this also delays progress with market opening for 
eligible customers connected to the distribution network, and 
the implementation of rules for capacity allocation on inter-
connections by the transmission system operator. the regu-
latory framework and institutional development is relatively 
advanced, with the exception of the company Moldelectrica 
which still needs to undergo major organisational and func-
tional changes to comply with the powers, requirements and 

competences of a true transmission system operator.

1. the government issues authorisations for new power 
plants with a capacity higher than 20 mW. authorisations for 
power plants with a capacity below 20 mW are granted by 
local authorities on the basis of connection notices issued by 
the local distribution company. Detailed procedures for the 
authorisation of power plants higher than 20 mW are yet to 
be adopted.

Tendering procedures for new generation capacities to en-
sure security of energy supply are organised and based on a 
regulation adopted by the government.

2. the process of legal unbundling of transmission opera-
tor from generation and supply activities has been complete 
since 1997. legal unbundling of distribution system operators 
from supply activities has not been implemented despite the 
fact that the Electricity law requires it starting with 1 January 
2013. However, the draft amendments to the law envisage 
legal unbundling between distribution and supply to be en-
forced starting 1 January 2015. nevertheless, accounting and 
functional unbundling is obligatory until the legal separation.

compliance programmes for distribution companies still need 
to be introduced and monitored to meet the requirements for 
accounting unbundling of distribution and supply activities.

With the requirements for market opening for non-house-
hold customers as of 1 January 2013, the unbundling of ac-
counts for supply of eligible and captive customers and be-
tween distribution and supply activities is obligatory. However 
the process is delayed in its implementation and has still not 
been completed.

3. the right to third party access is properly transposed by 
law. However, anrE does not monitor how the transmission 
and distribution companies fulfil their obligations relating to 
access to the networks.

The electricity transmission tariff methodology, as modified 
in 2013, recognises the cost of electricity to cover the net-
work losses as part of the network tariff. the transmission 
system operator is obliged to purchase electricity to cover 
losses in the transmission network at market price accord-
ing to the draft amendments to the Electricity law. However, 
the methodology and the calculation of transmission charges 
still needs to consider appropriately the cost of capital for the 
system operator. moreover, not all tariff principles have been 
implemented in line with the acquis: in particular network 
charges based on individual transactions for the declared 
transit of electricity have to be eliminated and the transmis-
sion tariffs should be designed as entry-exit tariffs, providing 
efficient locational signals. 

the methodology for setting distribution charges has been 
adopted by the regulatory authority in 2013. the adoption 

of distribution network access charges separate from costs of 
supply is still pending, impeding the market opening for non-
household customers connected to the distribution network. 
anrE also approved technical rules for connection to and op-
eration of transmission and distribution networks.

supplier switching procedures are being developed by anrE 
and are estimated to be adopted in autumn 2013. 

4. the eligibility requirements have been properly trans-
posed. according to the Electricity law of 2009, all non-
household customers became eligible as of 1 January 2013 in 
accordance with the deadlines established for moldova in the 
accession Protocol. nevertheless, the delay in the approval 
of distribution tariffs renders this provision in the law practi-
cally not applicable to the eligible customers connected to 
distribution networks. this constitutes a breach of article 20 
of Directive 2003/54/Ec. in practice, the four large industry 
customers connected to the high-voltage transmission grid 
are currently eligible. 

Households will be eligible customers as of 1 January 2015. 
this is in line with the deadline under the treaty.

5. in terms of practical market opening, only one eligible cus-
tomer, a cement factory, Lafarge Ciment is supplied under 
market conditions. that customer is supplied by Energocom, 
the only alternative supplier besides the incumbent distribu-
tors/suppliers active on the market. Effective market opening 
is thus very low.

otherwise, anrE develops and approves methodologies for 
the calculation and application of regulated electricity prices 
for electricity generation and for the prices of supply of elec-
tricity to the captive customers. in practice, anrE regulates 
the end-user price for all final customers except for the cus-
tomers who exercised their eligibility. the eligible customers 
have the option to return to the regulated tariffs of the in-
cumbent distribution and supply companies and, in the past 
years, three companies that opted-out and signed electricity 
contracts with private suppliers have returned to regulated 
electricity tariffs.

the situation proves that the current regulated tariffs and the 
limited competition in the sources for electricity supply, due 
to imposed restrictions on ukrainian electricity suppliers for 
electricity exports, do not offer incentives for eligible custom-
ers to switch suppliers.

the costs for the purchase of electricity by the three distri-
bution companies are taken into account for determination 
of the final end-users’ prices. Electricity price setting is thus 
cost-reflective in the sense that the cost of energy from im-
ports is passed on to the final customers. However, this does 
not consider the cost of long term investment needed in the 
energy sector.

anrE also regulates the generation price for the following 
generators: cEt-1, cEt-2, cEt-nord and the HPP costesti. 

6. rules for the allocation of interconnection capacities 
have been drafted but not yet adopted by anrE, due to the 
delayed adoption of the amendments to the Electricity law. 
the lack of these rules, however, does not result in practical 
impediments to the cross-border trade given that the existing 
interconnections to the ukrainian system are not congested. 
However, existing barriers for ukrainian suppliers in accessing 
the interconnections, and the low interest of private suppliers 
to enter into the moldovan market limit the possibilities for 
development of a competitive wholesale market in moldova. 

Moldelectrica and the ukrainian transmission system operator 
Ukrenergo still have not agreed to implement a bilaterally co-
ordinated market-based platform for the allocation of inter-
connection capacities between the two electricity systems in 
compliance with regulation (Ec) 1228/2003. currently, there 
is limited competition in electricity trade between ukraine 
and moldova, the possibility of exporting electricity from 
ukraine being granted to only one ukrainian company (DTEK) 
which also has full access to the interconnection capacities. 
the exporter requests only one trading partner in moldova for 
the entire volume of electricity therefore Energocom has been 
assigned as electricity importer in moldova. this existing situ-
ation is creating de facto a duopoly in the electricity market in 
moldova, with the single company exporter from ukraine and 
the single iPP Kuchurgan therefore impeding the wholesale 
market competition in moldova.

coordinated, market-based capacity allocation procedures 
for interconnection on all borders synchronously connected 
still need to be developed and implemented. 

the interconnection capacities between the moldovan and 
the romanian (non-synchronously connected) systems are al-
located jointly based on market procedures and performed by 
the romanian system operator. the electricity import/export 
between the two systems is made in passive island consump-
tion mode, and in cooperation with the respective distribu-
tion companies at the borders.

7. Because moldova is balancing its system mostly through 
imports from ukraine, the 2013 EcrB study on imbalance 
settlement advises moldova and ukraine to consider develop-
ing a sub-regional scheme. this should start based on a tso-
tso model without a merit order list, implementing to the ex-
tent possible all the steps required and described in the study.

Balancing rules and the introduction of balancing responsible 
parties are being included in the amendments to the Elec-
tricity law. Balancing rules in compliance with the practice 
of ENTSO-E members have not yet been adopted and imple-
mented. supply companies are currently required to contract 
balancing energy with a view to satisfying the demand of 
their customers and cover imbalances, which is certainly not 
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in line with the imbalance settlement principles implemented 
in ENTSO-E.

8. the transparency requirements of the acquis are still 
largely not implemented. information relating to connection 
to the grid, transmission contracts, network tariffs or inter-
connection capacities is not available either in the local lan-
guage or in English. anrE fails to monitor and enforce rules 
on transparency for the system operators.

9. the provisions on customer protection are transposed 
and implemented for final electricity customers only. A vul-
nerable customer category is currently defined in a Govern-
mental Decree. it is made from a social point of view and 
not specifically addresses vulnerability in relation to electricity 
consumption. The category needs to be clearly defined in re-
lation to electricity consumption in the Electricity law.

Implementation of the Third Energy Package

to ensure compliance with the third Package, several amendments need to be considered in order to transpose the principles 
of Directive 2009/72/Ec related to unbundling, tasks, competences and independence of the regulatory authority, and the 
protection of vulnerable customers.

UNBUNDLING

the system operator is legally unbundled from the generation and supply activities according to the second Package. How-
ever, compliance with the third Package related to the unbundling requires further amendments to the law and its imple-
mentation.

REGULATORY AUTHORITY

clear and unambiguous articles related to the legal and functional independence of anrE from any public or private entity, 
being able to take autonomous decisions independent from any political body must be enshrined in the Energy law. moreo-
ver, the extended duties and powers of the national regulators provided for in article 37 and 38 of Directive 2009/72/Ec 
need transposition and enforcement.

CUSTOMER PROTECTION 

a vulnerable customer category in relation to electricity consumption needs to be introduced and adequate policies imple-
mented. Measures to protect final customers and in particular ensure that there are adequate safeguards to protect vulner-
able customers from electricity disconnection in critical times, transparency regarding contractual terms and conditions and 
general information and dispute settlement mechanisms for this customer category all need to be clearly defined in the Law. 

d. conclusions and Priorities 

the reforms made in the electricity sector towards the 
implementation of the acquis have been steady in the last 
years, however the consistent and proper implementation 
of Directives 2003/54/Ec, 2005/89/Ec and regulation (Ec) 
1228/2003/Ec remain to be achieved.

the highest priority by the end of 2013 is the adoption of the 
revised draft Electricity law which will improve compliance 
with the current electricity acquis. as 2015 is now only one 
and a half years away, these activities will have to go hand in 
hand with the transposition of the third Energy Package into 
the legal framework of moldova. 

a revision of the methodology for determination and calcula-
tion of the transmission tariffs to introduce entry-exit types of 
transmission network charges and to eliminate the transmis-
sion tariffs based on commercial transactions, thus complying 

with regulation (Ec) 1228/2003, is still pending, and needs 
prompt attention. 

rules for capacity allocation and transparency requirements 
need to be implemented urgently by Moldelectrica, as close 
to the acquis as possible. anrE has to enhance the moni-
toring of network operations including the transparency of 
information for efficient third party access to the networks.

the ministry of Economy as the sole shareholder of Moldelec-
trica needs to strengthen the institutional capacity needed for 
the transmission system operator to live up to its role in a lib-
eralised electricity market. this could be contemplated in the 
context of the structural reforms of the transmission system 
as required by the third Energy Package.

anrE has to boost cooperation with the ukrainian regulator 
in order to remove the trade barriers for electricity exports 
applied to ukrainian electricity producers, therefore allowing 

the moldovan suppliers to have access to competitive electric-
ity supplies, and through non-discriminatory access to inter-
connections.

the existing framework for imbalance settlement is not 
compliant with the European model and needs to be modi-
fied and adjusted towards a market-based platform. In this 
process, Moldelectrica and anrE, in cooperation with their 
ukrainian counterparts, need to play key and very active roles.

ElEctricity | contracting PartiEs | molDoVa



60 | EnErgy community sEcrEtariat EnErgy community sEcrEtariat | 61

El
ec

tr
ic

it
y

3.1.8 montEnEgro

Electricity

2011 2012

Electricty Production [GWh] 2,656 2,715

Net Imports [GWh] 1,993 1,569

Net Exports [GWh] 431 353

Total Electricity supplied [GWh] 4,218 3,932

Gross Electricity Consumption [GWh] 4,218 3,937

Losses in Transmission [GWh] 159 154

Losses in Transmission [%] 3.70% 3.90%

Losses in Distribution [GWh] 492 541

Losses in Distribution [%] 19.20% 20.84%

Consumption of energy sector [GWh] 7 9

Final consumption of electricity [GWh] 3,560 3,233

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 1,224 1,222

Households (residential customers) 2,336 2,012

Net maximum electrical capacity of power plants [MW] 835 835

Net maximum electrical 
capacity of power plants [MW]

Coal-fired 200 200

out of which: multi -fired

Gas-fired

out of which: multi -fired

Oil-fired

nuclear

Hydro 635 635

out of which: small hydro 8 8

Pumped storage

other renewables

out of which: Wind

Horizontal Transmission 
Network [km] 

380 kV or more [km] 284 284

220 kV [km] 348 378

110 kV [km] 604 613

HVDc [km]

substation capacity [mVa] 3,288 3,351

Electricity Customers

total 363,147 369,956

out of which: non-households 31,912 32,457

Eligible customers under 
national legislation

3 3

active eligible customers 0 0

Domestic market
Electricity supplied to active eligible customers [mWh] 0 0

share of total consumption [%] 0% 0%

source: raE

a. the electricity sector in montenegro 

the Energy law of 2010 is the main legal act governing the 
electricity sector in montenegro. legal and policy matters in 
the domain of electricity fall within the competences of the 
ministry of Economy. the regulatory tasks and duties are per-
formed by the regulatory agency for Energy of montenegro 
(raE).

the main structure of the electricity market of montenegro 
is built around three companies - the transmission system 
operator Crnogorski Elektroprenosni Sistem (CGES), the verti-
cally integrated Elektroprivreda Crne Gore (EPCG), and the 
electricity market operator of montenegro Crnogorski Opera-
tor Trzista Elektricne Energije (COTEE). apart from the fully 
state-owned COTEE established by the government in 2010, 
the other two companies are corporatized and quoted at the 

stock exchange of montenegro. 

the state holds 55% of equity capital in CGES, and the italian 
transmission system operator TERNA acquired nearly 22% in 
2010 investing in new shares as a part of the deal to construct 
an undersea cable between italy and montenegro. most of 
the remaining shares in CGES belong to investment funds and 
other minority shareholders. 

in EPCG, an undertaking that performs electricity generation, 
distribution and supply activities, the italian utility A2A owns 
43.7% of the shares, while the state retained 55% and the 
rest belongs to minority shareholders. the incumbent supplier 
EPCG was appointed by the government, in accordance with 
the law, to perform the tasks of a “public supplier”.

With regard to the electricity market, the Energy law envisag-
es that all household customers will become eligible in 2015. 
all non-household customers are already eligible to switch 
their suppliers. the market rules adopted in 2012 include an 
obligation for all customers connected to the transmission 
network to switch to non-regulated supply as of 1 January 
2013. customers connected to the distribution network re-

tain the right to be supplied by the public supplier EPCG at 
regulated prices even after acquiring eligibility status. 

unlike other contracting Parties, montenegro does not re-
quire domestic licenses for wholesale operations. several 
companies, some of them significant regional market play-
ers, registered as market participants at COTEE. in addition 
to the incumbent EPCG, starting from october 2012 another 
retail supplier, the state-owned MontenegroBonus, has been 
licensed and begun operation by supplying the largest cus-
tomer in the country, the aluminum smelter complex Kom-
binat Aluminijuma Podgorica (KAP). KAP’s share in electricity 
taken from the transmission network amounted to 31% in 
2012, significantly influencing the average level of transmis-
sion charges per unit.

two companies are licensed for the generation of electricity, 
EPCG being the dominant producer with 2.7 tWh of annual 
production in 2012, in the tPP Pljevlja and two HPPs, Piva 
and Perucica. there are seven small HPPs operated by EPCG, 
two of them owned by the company Zeta Energy holding a 
separate license for generation. 

Market operator
COTEE

Montenegro’s Electricity Market Scheme

Energy flow Commercial relation

RES
producer

Eligible customers

3

1

Tariff Customers

369 953
Suppliers

CGES
TSO

Supplier with PSO

EPCG
FU Supply

Producer with PSO

EPCG
FU Generation 1 1

EPCG
FU Distribution 1DSO

1

1

2

Cross border flows
(import / export)

MO

Source: Energy Community Secretariat

b. Progress made in 2012/2013 

according to the Energy Policy from 2011, covering the pe-
riod until 2030, a major reform is planned in the electricity 
sector. as the current energy strategy covers the period un-
til 2025, the ministry of Economy has drafted a new Energy 
strategy for the period until 2030 and published it for a public 
hearing. The Strategy aims at reflecting new circumstances 
with the finalisation of investment agreement as well as as-

sumptions to achieve objectives in terms of security of sup-
ply, market opening and sustainable development in terms 
of energy efficiency, and share of renewable energy sources.

Eight construction permits for new small hydropower plants 
were issued by the government. the ministry of Economy 
also launched public consultations on the document defining 
terms and conditions for granting concessions for the con-
struction of 10 new hydropower plants. 
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the implementation of the Energy law of 2010 required 
the adoption of substantial new secondary legislation. the 
responsible institutions have adopted most of the required 
by-laws, more or less within the deadlines set by the law. 

RAE has fulfilled almost all of its tasks stipulated in the Energy 
law as regards the legislative framework for a competitive 
market, mostly in 2012 and 2013. implementation of these 
rules and their strict enforcement are crucial for a market to 
develop. raE approved the rules for Functioning of Electricity 
Distribution system in september 2012 (adopted by EPCG) 
as well as the methodology for setting charges, terms and 
conditions for connection to the Distribution network (ad-
opted by EPCG in march 2013). in may 2013 raE adopted 
the Rules for Changing Electricity Tariffs, defining the pro-
cedures for setting provisional tariffs and the procedures for 
changing approved revenues and tariff rates during the tariff 
period. Remaining tasks are creating rules for defining quality 
of services, which are currently in preparation.

During 2012, COTEE defined standard forms and documents 
for the registration of market participants and balance groups 
as well as operational rules and procedures relating to com-
munication, complaint handling and other similar issues. on 
15 December 2012 COTEE published a notification to the par-
ticipants in the electricity market that all acts defined by the 
Energy law had been adopted and that COTEE was ready to 
take over the operation of the market. 

implementation of the market rules and methodology for 
setting Prices and conditions for Provision of ancillary and 
system services and Balancing services, adopted in 2012, 
was foreseen to take place as of 1 January 2013. these rules 
obliged customers connected to the transmission network 
to contract their supply from the competitive market from 1 
January 2013. customers connected to the distribution net-
work were allowed to continue to purchase electricity from 
the public supplier EPCG at regulated prices. 

in practical terms, only three eligible customers were forced 
to switch supplier. their share in total consumption in 2012 
was 30% or 35% in final net consumption. Two of them, 
a steel factory and Montenegro Railways, entered into new 
supply contracts and assumed all obligations as required by 
the market rules. 

the biggest consumer in montenegro, the aluminum smelter 
KAP failed to switch supplier or even to register as a market 
participant. EPCG had already stopped supplying this con-
sumer in 2012 due to accumulated debts of nearly Eur 44 
million. the newly licensed supplier Montenegro Bonus took 
over the supply of KAP in the period between october 2012 
and January 2013, accumulating new debts. in the course of 
2013, KAP has been consuming electricity without any sup-
ply contract or payments, thus flagrantly violating the Energy 
law and the market rules, and causing continuous imbalance 
in the montenegrin power system. the imbalance was cov-

ered from the ancillary services of EPCG contracted by CGES. 
as the energy for imbalance was also not paid for in accor-
dance with the law and the methodology for setting Prices 
and conditions for Provision of ancillary and system services 
and Balancing services, EPCG stopped delivering energy to 
cover KAP imbalances.

subsequently, CGES requested disconnection of KAP from 
the grid in accordance with the effective grid code. although 
KAP did not comply, CGES did not take enforcement mea-
sures, reportedly due to possible costly damages caused by a 
forceful disconnection.

this situation posed a serious threat to compromise the whole 
concept of balance responsibility in montenegro. namely, 
the consumption of KAP without a purchase contract put 
the montenegrin power system in imbalance with respect to 
the whole synchronous system, at substantial costs to CGES. 
ENTSO-E reacted on 6 June 2013 requesting CGES to set up 
a program for compensating the affected network opera-
tors which provided energy for balancing its system. Further 
prolongation of this status only increased the accumulated 
costs without any collateral for the system operator to settle 
its position. 

in the meantime, the problem was solved in a manner that 
MontenegroBonus took over the commitment to return the 
energy, in agreement with EPCG and KAP. a compensation 
program has been agreed, with the deadline for returning the 
energy until 1 october 2013. 

taking note of the activities of montenegro to comply with 
the compensation program, at the general meeting of ENT-
SO-E held on 27 June 2013, it was decided not to initiate 
proceedings against CGES.

KAP is under receivership, its future operation uncertain. in 
the case that KAP closes its operation, transmission costs 
borne by KAP should be redistributed to the remaining cus-
tomers imposing an increase in average transmission price.

to turn back to actual progress made in montenegro during 
the reporting period, the implementation of the methodol-
ogy for setting Prices and conditions for Provision of ancillary 
and system services and Balancing services began promptly 
after its adoption, when CGES as system operator and EPCG 
as a provider of ancillary services, agreed the contract on pro-
viding ancillary services in 2012. the contract was probation-
ary and calculations were made only as a dry run, without 
financial settlement. Balancing services were not included, as 
the whole system at the time functioned as a single balance 
group. However, the contract for ancillary services in 2013 
was not concluded because of problems with KAP raising 
concern from EPCG that its services would not be paid for.

Draft minimum standards of Quality of supply, intended to 
define continuity of supply, voltage quality and time needed 

for TSO and DSO to repair and connect, are finalised and 
ready for consideration by RAE. Definitions of these standards 
required establishing a system of quality related data collec-
tion by the network operators and submission of this data 
to raE. the regulation will be in a trial run from 1 august 
2013 to the end of the regulatory period 31 July 2015 when 
its mandatory application is envisaged, including penalties for 
non-compliance. 

raE developed a draft rule on regulatory accounting, planned 
for adoption in 2013. the purpose of this document is to 
strengthen regulatory scrutiny over accounting systems, en-
force accounting unbundling, facilitate tariff proceedings and 
improve the transparency of accounts of regulated undertak-
ings.

the Energy law requires ten-year network Development 
Plans and annual investment plans of network operators. 
consequently, CGES submitted its ten-year network Devel-
opment Plan for the period 2011 - 2020 to raE. raE only 
approved three-year Development Plans for the purpose of 
tariff setting because the plan was not in full conformity with 
the Energy strategy of montenegro until 2025 and did not 
contain a cost estimation for its implementation. CGES was 
requested to adjust its plan to the Energy strategy, notably 
indicating the updated Energy strategy until 2030, once ad-
opted. 

EPCG submitted only a three-year Development Plan for the 
period 2012 - 2015. raE instructed EPCG to prepare and 
submit for approval its ten-year network Development Plan. 
For the purpose of approving regulated revenues for the tar-
iff period 2012 - 2015 raE used the three-year investment 
plans. in addition, the distribution system operator in EPCG 
is obliged to conduct a study on the losses in the distribu-
tion network that will serve as a basis for assessment of rea-
sonableness of related costs to be recovered from network 
tariffs, in accordance with the applicable tariff methodology. 

c. state of compliance 

1. in terms of authorisation, the government sets the objec-
tives and defines the development of energy infrastructure 
through the Energy strategy. the action plan for the imple-
mentation of the strategy identifies the applicable terms and 
conditions for construction and rehabilitation of the power 
infrastructure. construction and / or reconstruction of energy 
facilities requires an energy permit or a concession by the 
ministry, with 10 construction permits currently issued and 
the prepared tender to grant concessions for construction of 
8 new HPPs.

the ministry is also responsible for launching tenders for new 
infrastructure if applications for energy permits and conces-
sions are not sufficient to meet the expected demand, or to 
ensure security of supply, in accordance with the strategy and 
its action plan, in principle compliant with the acquis.

2. transmission is fully unbundled from other activities, 
although the state holds a majority of shares in all key un-
dertakings active on the electricity market (CGES, EPCG and 
COTEE). Distribution, generation and supply activities are still 
bundled in the vertically integrated EPCG within three estab-
lished functional units. Energy undertakings are obliged by 
the Energy law to adopt a program of measures for imple-
mentation of non-discriminatory access to the transmission 
and/or distribution network. However, no compliance pro-
gram was submitted to raE by EPCG, and no report on its 
implementation is available. 

accounting unbundling of the three functional units in EPCG 
has reportedly been performed, although separate financial 
statements of the regulated activities have not been pub-
lished. raE repeatedly issued orders to EPCG to complete the 
unbundling as requested by the Energy law, with no effect so 
far. this is in breach of Directive 2003/54/Ec.
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3. the Energy law requires the network operators to ensure 
non-discriminatory third party access for all system users un-
less it endangers the provision of public services. When access 
is denied, the affected party is entitled to complain to raE. 
construction of a direct current line may be exempted from 
third party access with the decision of raE, under the condi-
tions defined in the Law. The Montenegrin transmission sys-
tem operator so far has not requested exemption from third 
party access for the planned construction of the new direct 
current undersea interconnector with italy. the law requires 
RAE to define terms and conditions for the construction of 
direct lines. this rule is in early preparatory phases in raE.

terms, conditions and fees for access and use of transmission 
and distribution networks are defined in the respective rules 
adopted by raE, in accordance with the Energy law. 

the review of tariffs for use of transmission and distribution 
systems scheduled after the first year of the regulatory pe-
riod was performed in June 2013 and raE published new 
tariffs applicable for the second year of the regulatory pe-
riod, i.e. from 1 August 2013. Reflecting all aftermaths of 
the new position of KAP, raE is reconsidering the effective 
tariff methodology for setting transmission network charges. 
in June 2013, the secretariat closed a case concerning inter 
alia, the lack of cost-reflectivity of distribution tariffs after RAE 
corrected the methodology in 2012.

4. Eligibility is addressed in the Energy law. the electricity 
market is formally open to competition for all non-household 
customers, and customers connected to the transmission net-
work are not allowed to purchase at regulated prices from 
the public supplier. customers connected to the distribution 
network are free to switch to competitive supply, but they are 
not obliged to do so. 

the supplier switching procedure is defined in a Rule on 
conditions and Procedure for supplier switching approved by 
raE in 2010, compliant with the acquis. 

Currently, there are only two licensed suppliers of final cus-
tomers in montenegro. as described above, effectively only 
two customers assumed rights and liabilities of active market 
participants and switched to competitive supply. the biggest 
consumer KAP did not register as a market participant and 
did not negotiate any supply contract, as required in the mar-
ket Rules and procedures defined by COTEE.

5. The Energy Law defines that supply under regulated pric-
es is provided as a public service. Public services, in addition 
to transmission and distribution, include services provided by 
the supplier of last resort, the supplier of tariff customers until 
full market opening and the supplier of vulnerable customers, 
under the title of public supply. EPCG is designated by the 
government as a public supplier. to assume its task of the 
supplier of last resort, EPCG was supposed to submit to raE 
for approval a methodology for tariffs for supply of last resort. 

This obligation has not yet been fulfilled.

From 1 January 2013 end-user prices are not regulated for 
customers connected to the transmission network. they are 
thus forced to contract their supply in the competitive market. 
generation is not subject to explicit price regulation. namely, 
raE does not determine the price at which domestic genera-
tors should sell electricity to the public supplier. instead, the 
price of electricity in the tariffs for final customers is deter-
mined on the basis of actual negotiated price in the previous 
period in the case of import. For domestic generation it is set 
applying the previously regulated prices and a factor of har-
monising this price with the referent market price.

6. starting from 1 January 2012, CGES applies the rules for 
allocation of interconnection capacity approved by raE 
in 2011. The rules define annual, monthly, weekly and daily 
auctions on interconnection capacities, split 50:50 with the 
neighbouring systems. congestion income is used for the re-
duction of tariffs, as a deductive item in determining regu-
lated revenues. the allocations rules were brought in com-
pliance with the acquis upon the sectretariat’s intervention.

7. raE regulates the provision of balancing services in line 
with the methodology for setting Prices and conditions for 
the Provision of ancillary and system services and Balancing 
services in the transmission system. in July 2012, raE set 
prices for ancillary and system services, effective from 1 au-
gust 2012.

calculation of imbalances and allocation of respective costs is 
applicable only for customers connected to the transmission 
network, each customer being responsible for its imbalances. 
the distribution network operator is balanced as a single par-
ty and the incurred costs of imbalance to be transferred to the 
distribution tariffs. 

the breach of the Energy law, the market rules and raE’s 
methodology by the biggest consumer of electricity in mon-
tenegro, KAP prevented effective implementation of the bal-
ancing rules. it also led to the suspension of the provision 
of balancing services contracted by CGES, endangered the 
system stability and the financial liquidity of the electricity sec-
tor and put the power system of montenegro in breach of 
international practices and ENTSO-E rules.

8. Despite raE’s instructions, there is still no evidence that 
the network operators comply with all transparency require-
ments, such as publishing their financial statements or al-
lowing for easy access to information for system users. Even 
when information is made publicly available, it is not always 
easily accessible to the users. 

tariffs for use of transmission and distribution system are 
published in the Official Gazette, and on the website of RAE, 
but in case of regulated undertakings, the information is not 
easily accessible to system users.

Implementation of the Third Energy Package

montenegro has already taken action to assess the conformity of its legislation with the third Energy Package. the assess-
ment and a gap analysis were prepared for consultation among key stakeholders.

UNBUNDLING

unbundling requirements need to be introduced in the primary legislation. ownership unbundling is not implemented be-
cause the state is the majority shareholder in CGES as a transmission operator, and vertically integrated generation, distribu-
tion and supply in EPCG, as well as single owner of the market operator.

REGULATORY AUTHORITY

the key shortcomings are related to strengthening the position of raE, particularly in terms of power to enforce its decisions. 
so far the regulatory rulings did not achieve the desired outcome. apart from additional competences, new legislation should 
ensure that the regulatory authority has the powers enabling it to carry out its duties, including investigating and penalty 
imposing powers.
Regulatory independence, including financial independence, must be assured in primary legislation. The conditions for dis-
missal of regulatory authority must not be abused. 

CUSTOMER PROTECTION 

Under the current Law, the concept of the vulnerable consumer is clearly defined, but the Law is not applied properly. The 
regulator is responsible to determine tariffs for vulnerable customers, and the ministry in charge of social welfare is respon-
sible to define the rights of vulnerable customers.

d. conclusions and Priorities 

Despite the efforts of many responsible authorities, imple-
mentation of the rules and regulations was the key challenge 
for the electricity market in montenegro. therefore, enforc-
ing powers must be ensured in the system. the initiated legis-
lative reform can bring the desired improvement.

transparency of operations, primarily of network operators, 
should be implemented in accordance with the law. since 
the law transposed the requirements of the acquis related to 
information on terms and conditions for connection, access 
and use of network, prices and tariffs, payment methods, the 
presentation of information in an understandable manner 
and easily accessible form, as well as the enforcement tools 
must be prioritized.
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The public companies have their financial statements for the 
year 2012 published by the montenegrin commission of se-
curities within statutory deadline, but network operators still 
have not published their most recent financial reports on their 
respective web pages. 

rules for allocation of interconnection capacities and results 
of auctions are published on CGES’ web page. 

9. With regard to customer protection, the Energy law 
regulates the supply of electricity to vulnerable customers. 
the public supplier is designated to act as a supplier of vul-
nerable customers. The Law defines vulnerable customers as 
households entitled to a social protection scheme if their life 
or health may be threatened if electricity supply is disrupted. 
these customers cannot be disconnected and the govern-
ment has an obligation to provide financial support to these 

customers. raE adopted tariffs for vulnerable customers for 
2013, calculated on the basis of the number of vulnerable 
customers and funds made available for this purpose. the 
funds for subsidies are provided from the state budget. 

new rules for the functioning of the public supplier and qual-
ity of supply standards are currently in preparation. these acts 
are supposed to provide the key components in the scheme 
for customer protection. customers may complain to raE 
and also to the court.

the regulatory task to adopt methodology for setting tariffs 
for vulnerable customers in the context of the existing defini-
tion of vulnerability lead not only to distorting the price sig-
nals for these customers, but also to introducing the respon-
sibility of the regulatory authority for the specific aspect of 
social protection measures. 
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3.1.9 sErBia

Electricity

2011 2012

Electricty Production [GWh] 38,600 36,926

Net Imports [GWh] 6,701 6,441

Net Exports [GWh] 6,979 5,457

Total Electricity supplied [GWh] 38,322 37,910

Gross Electricity Consumption [GWh] 38,321 37,909

Losses in Transmission [GWh] 1,096 1,078

Losses in Transmission [%] 2.57% 2.55%

Losses in Distribution [GWh] 4,747 4,699

Losses in Distribution [%] 15.50% 15.10%

Consumption of energy sector [GWh] 4,487 4,241

Final consumption of electricity [GWh] 27,991 27,891

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors 13,325 13,138

Households (residential customers) 14,666 14,753

Net maximum electrical capacity of power plants [MW] 7,127.00 7,130.50

Net maximum electrical 
capacity of power plants [MW]

Coal-fired 3,936 3,936

out of which: multi -fired

Gas-fired 353 353

out of which: multi -fired 353 353

Oil-fired

nuclear

Hydro 2,835 2,835

out of which: small hydro 41 44

Pumped storage 614 614

other renewables 3 6,5

out of which: Wind 0 0,50

Horizontal Transmission 
Network [km] 

380 kV or more [km] 1,514 1,614

220 kV [km] 1,882 1,884

110 kV [km] 6,036 9,625

HVDc [km]

substation capacity [mVa] 26,295 26,713

Electricity Customers

total 3,539,645 3,592,251

out of which: non-households 386,705 384,866

Eligible customers under 
national legislation

386,705 384,866

active eligible customers 0 0

Domestic market
Electricity supplied to active eligible customers [mWh] 0 0

share of total consumption [%] 0.00% 0.00%

source: ministry of Energy, Development and Environmental Proetction / aErs

a. the electricity sector in serbia 

the Energy law of 2011 is the main primary legal act for 
the electricity sector in serbia. the responsibility for its imple-
mentation lies with the ministry of Energy, Development and 
Environmental Protection. the regulatory competences are 
performed by the Energy agency of the republic of serbia 
(aErs).

the main electricity undertakings in serbia are fully state-
owned. the public enterprise Elektroprivreda Srbije (EPS) is a 
vertically integrated holding encompassing a total of thirteen 
legal entities. Five of them are licensed for the generation 
of electricity. coal production (open-pit mining) is done by 
a separate legal entity within EPS as well as within one of 
the power generating companies. one legal entity within EPS 
has been established for the generation of electricity from 

renewable sources, but still does not operate any production 
facilities. 

Five undertakings within EPS perform electricity distribution 
and distribution system operation. 

the new subsidiary EPS Supply was established in 2013 by 
a government Decision on EPS’s restructuring. the Decision 
aims to unbundle distribution and supply activities of EPS. EPS 
Supply was designated as a public electricity supplier. a public 
electricity supply licence was issued to EPS Supply on 1 July 
2013. 

the public enterprise Elektromreza Srbije (EMS) is the coun-
try’s only electricity transmission and transmission system 
operator. in addition to this function, EMS is responsible for 
the organisation and administration of balancing market ac-
cording to the Energy law. EMS will also act as the electricity 
market operator until the government issues an act regulat-
ing the organisation and operation of the electricity market 
in more detail. activities of the ministry and EMS on defining 
basic principles for the establishment of an organised electric-
ity market are in the final phase. 

in addition to the production companies within EPS’ hold-
ing structure, licences for electricity production were issued 
to five independent generation companies.

59 undertakings were holding licenses for electricity supply 
in serbia in 2012. 27 of them were active in wholesale trad-
ing, mainly cross-border, while the rest of them were not per-
forming activities under this licence. the number of licensed 

suppliers in serbia has increased to 65 by July 2013.

all customers in serbia are eligible, except for households 
which will become eligible as of 1 January 2015. However, all 
customers were using the possibility to be supplied at regulat-
ed prices until 31 December 2012. as of 1 January 2013, the 
26 customers connected to the transmission system – repre-
senting 9.5% of the total electricity consumption were forced 
to choose their supplier on the free market. 25 of them have 
chosen to be supplied by EPS at non-regulated conditions, 
while the industrial customer Messer Tehnogas switched to 
the other licensed supplier on the free market, GEN-I. 

according to the Energy law all customers connected to the 
distribution system remain entitled to public supply, i.e. sup-
ply under regulated prices. starting from 1 January 2014, 
only households and small customers will be entitled to pub-
lic supply. Small customers are defined in line with Directive 
2003/54/Ec.

EPS was appointed as a temporary supplier of last resort start-
ing from 1 February 2013, until a public tender for supplier of 
last resort is conducted in accordance with the Energy law. 
A final deadline for this designation has, however, not been 
defined by the Government yet. The right to be supplied by 
the supplier of last resort is given to customers not entitled to 
public supply during a transitional period until 1 January 2015 
for a maximum of 60 days in cases when their new supplier 
goes bankrupt, its license expires or is revoked, or if the cus-
tomer fails to contract a new supplier. the price for the supply 
of last resort is 70 Eur/mWh.

Cross border flows
(import / export)

Serbia’s Electricity Market Scheme

Energy flow Commercial relation

Privileged
producers 81

Eligible customers

0
Tariff Customers

3 592 251Traders / Suppliers

EPS
supplier

59

EPS
5

Supply with obligation
to supply tariff customers

EPS Retail Supply

Independent
producers 5

EPS
Generation 5 1

EMS

TSO

DSO

1

Market
operation

Source: Energy Community Secretariat
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b. Progress made in 2012/2013 

the Energy law was amended twice in 2012. the amend-
ments mainly focused on energy efficiency, energy permits 
and renewable energy. the ministry also started drafting the 
amendments necessary for implementing the third Package. 
the new Energy law is envisaged to be adopted by the end 
of 2013. 

the Electricity market code was issued by EMS in December 
2012 upon approval from aErs, and entered into force in 
January 2013. in line with the Energy law, the market code 
regulates the principles, rules and procedures applied in the 
wholesale market in serbia and the contractual framework 
for rights and obligations of market players – rules for balance 
responsibility, balancing market, calculation of imbalances 
and imbalance price, as well as imbalance settlement mecha-
nism for financial settlement of balance responsible parties. 

in line with the market code, EMS registered 29 balance re-
sponsible parties. Financial settlement of imbalances is done 
based on the calculated imbalance of a balance group. the 
imbalance price is derived from prices of activated balanc-
ing energy in the balancing market for each imbalance set-
tlement period of 1 hour. the prices of activated balancing 
energy and imbalance prices for each imbalance settlement 
period are published on a daily basis on EMS’ website.

since 1 January 2013, the balancing market operates on mar-
ket-based rules based on bids for balancing energy. since no 
other market participants are able to offer balancing services, 
EPS remains the only participant in the balancing market for 
the time being. the rules for the balancing market to some 
extent prohibit exercising of market power by EPS by limit-
ing the bidding price spread for aggregated explicit bid to 
the maximum of 30 Eur/mWh between 100 mWh for down-
ward and 100 mWh for upward regulation. additionally the 
bidding price is limited between 0.1 and 500 Eur/mWh. the 
implemented balancing market is in compliance with the best 
Eu practices; priority should be given to mitigation of high 
concentration of the balancing market through prompt im-
plementation of the network code on Electricity Balancing, 
once adopted in the Energy community. 

aErs adopted rules on supplier switching which entered 
into force in 2012. the rules regulate the conditions and pro-
cedure for switching for final customers on the basis of a “full 
supply” contract i.e. an all-inclusive, continuous service with-
out quantity limits, as well as the rights and obligations of the 
suppliers and the system operator. the rules cover cases of 
switching upon the customer’s request, switching to the pub-
lic supplier or supplier of last resort, as well as switching in the 
case of a contract termination following non-payment. the 
Rules define a simple, efficient and free of charge procedure 
for switching supplier within a period of 21 days.

new annual rules on allocation of cross-Border transmis-
sion capacities for 2013 were adopted by EMS and approved 
by aErs. in addition to split auctions and joint auctions with 
Hungarian system operator MAVIR that were already in place, 
joint auctions with romanian operator Transelectrica have 
been adopted for the first time. Joint auctions take place on 
a yearly, monthly, daily and intra-day basis, whereas split auc-
tions are being organized on a yearly, monthly, weekly and 
intra-day basis (except with croatia).

in line with the Energy law, new methodologies for setting 
prices for use of the electricity transmission and distribution 
systems, as well as the new methodology for calculation of 
connection charges for transmission and distribution net-
works, were adopted by aErs in 2012. methodology for set-
ting regulated Electricity Prices for Public supply was adopted 
and prices were approved in July 2013. the methodologies 
set maximum allowed revenues of the regulated energy com-
panies, and set the criteria and rules for the allocation of rev-
enues, the elements for calculation and methods of invoicing. 
The revenues cover justified costs of operation, as well as an 
adequate return on assets and investments. new transmis-
sion and distribution tariffs in line with new methodologies 
were proposed by system operators and approved by aErs in 
2013. aErs also determined the prices for the procurement 
of ancillary services in 2013.

legal and accounting unbundling of distribution companies 
within EPS was accomplished in July 2013, following the es-
tablishment of the new legal entity EPS Supply. licences for 
the supply of tariff customers issued to the distribution com-
panies by the 2004 Energy law, ceased to be valid when the 
licence for the performance of public supply of electricity was 
issued to EPS Supply on the 1 July 2013. 

recent progress has been made in completing secondary leg-
islation that was lagging far behind deadlines given by the 
Energy law. the ministry adopted new licensing rules in 
april 2013 and the rules Prescribing conditions and a Proce-
dure for the application and issuing of Energy Permits in July 
2013. a Decree on the Protection of a Vulnerable customer 
was adopted by the government in march 2013 and entered 
into force as of 1 april 2013. additionally, a Decree Prescrib-
ing Detailed conditions for Electricity Delivery and supply and 
measures to be undertaken in case of a threat to the secu-
rity of supply prepared by the ministry was adopted by the 
government in July 2013. 

amendments to the transmission grid code are under prepa-
ration by EMS. the amendments are mainly aimed at har-
monising the grid code with the new market code.

in 2012, EMS prepared a first draft of the Ten-Year Network 
Development Plan and submitted it to aErs for review. the 
approval process has not been finalized yet.

c. state of compliance 

1. the authorisation and tendering procedures are de-
fined in the Energy Law in line with the acquis: a public ten-
der for new capacity is envisaged in cases where the energy 
permits issued and measures for energy efficiency are not 
sufficient to ensure security of supply. Upon proposal by the 
ministry, the government decides on initiating a tender pro-
cedure for which the ministry is responsible. 

According to the Law, the Ministry sets rules defining in detail 
conditions and a procedure for the application and issuing of 
energy permits, as well as conditions for approval of energy 
facilities that do not require energy permits.

2. the transmission system operator is fully unbundled from 
the other activities in line with the acquis. also, distribution 
system operators have been recently unbundled in terms of 
their legal form and accounting in line with the acquis. the 
Directive’s provisions on functional unbundling of the distri-
bution system operators are still not complied with. they have 
been transposed by the Energy law in line with the acquis. 
the obligations for the network operators to implement a 
compliance programme, to submit an annual report on the 
measures taken to aErs, and to publish the report on their 
website have also been transposed. the distribution system 
operators have not yet developed compliance programmes, 
as they were in the process of legal unbundling.

3. non-discriminatory third party access to the transmission 
and distribution systems is guaranteed by the Energy law, 
the network codes and tariff methodologies for access and 
connection to the transmission and distribution network, all 
of which have been adopted and implemented in line with 
the Energy law. 

4. Eligibility is defined by the Energy Law in line with the 
acquis, meaning that all customers, except households, are 
eligible. Households will be eligible starting from 1 January 
2015. supplier switching rules have been applicable as of 
1 January 2013. it is important to note that the limitation 
of switching to suppliers who supply final customers on the 
basis of a “full supply” contract per se does not limit cus-
tomers’ choice since all eligible customers alternatively have 
the choice to either register as a Balancing responsible Party 
(BrP) with full control of balancing deviations or transfer bal-
ancing responsibility to another BrP.

5. in terms of market opening, it should be noted that de-
spite granting them full eligibility, the right of access to regu-
lated supply has not been curtailed for any customer category 
except for those connected to the transmission network. 
starting from 1 January 2014, only households and “small 
customers” will be entitled to public supply by EPS Supply. 
in principle, such a phase-out approach is compliant with ar-

ticle 3 of Directive 2003/54/Ec. moreover, the necessity for 
price-regulation for households and small customers needs 
to be continuously reassessed in line with the development of 
competition. most importantly, the wholesale level, i.e. pro-
duction capacities within EPS needs to be exposed to the free 
market in order to boost competition and allow for a proper 
price signal. 

6. Allocation of interconnection capacity is conducted in 
line with the acquis following the secretariat’s intervention in 
2011. the allocation rules together with the results of con-
ducted auctions, congestions, prices and other relevant data 
are published on EMS’ website in line with the acquis. 

the allocation of interconnection capacity on electricity in-
terconnectors between the network operated by KOSTT and 
adjacent systems is still subject to a dispute in which the sec-
retariat issued a reasoned opinion against serbia in 2011. 
the issue is covered by the bilateral agreement reached by 
serbia and Kosovo* in september 2013.

7. Based on the market code, a free balancing market based 
on bids for providing balancing energy as well as imbalance 
settlement of balance responsible parties became operational 
starting 1 January 2013. Being the first Contracting Party that 
has set up a functional real-time balancing market with a 
price signal for imbalance settlement, serbia has established 
a good basis for facilitating the competitive balancing market 
and its regional integration. in practical terms, however, the 
balancing platform will provide adequate price signals only 
once the balancing energy is also offered by a parties other 
than EPS. the development of a regional balancing market 
should promote the entry of alternative players.

Prices at which ancillary services are being procured are regu-
lated and determined by aErs in line with the Energy law 
and Directive 2003/54/Ec.

8. the transparency requirements are stipulated in the En-
ergy law as a condition to be respected by all companies and 
authorities concerned. EMS has established a transparency 
platform on its website where all the data related to transmis-
sion network operation is published in line with the acquis.

9. Customer protection provisions are transposed and im-
plemented in line with the acquis. the Decree on the Protec-
tion of Vulnerable customers in force as of 1 april 2013 ad-
dresses criteria, methods of protection, conditions, deadlines 
and a procedure for determining the status of a vulnerable 
customer, the source and manner of providing funding for 
the supply of certain amounts of electricity as well as record 
keeping.
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d. conclusions and Priorities 

serbia has continued to make remarkable progress since the 
adoption of the Energy law, especially in completing second-
ary legislation. their effective implementation and monitor-
ing, in particular of the new market code, must be a prior-
ity. they should be implemented in a way so as to support 
market opening which despite a good legal structure has yet 
to evolve in practical terms. conducting the public tender for 
supplier of last resort in line with the Energy law should not 
be delayed further.

the initiated activities on unbundling the distribution system 
operators need to be finalized. Functional unbundling of the 
distribution system operators has to be implemented and duly 
monitored. 

EMS should continue its activities on the development of 
common allocation procedures for coordinated cross-border 
transmission capacities together with the neighbouring op-
erators and consider the options for coordination with the 
sEE cao.

The first concrete steps for an amicable settlement of the dis-
pute with the authorities and companies of Kosovo* must 
be taken in order to bring to an end the infringement ac-
tions launched by the secretariat. settling this dispute is also 
a prerequisite for further regional integration in the electricity 
sector and thus must be given highest priority. the secretariat 
has expressed its preference for a comprehensive inter-tso 
agreement between EMS and KOSTT which would identify 
the service to be provided and the compensation to be paid in 
the bilateral relations in accordance with the acquis.

activities for bringing the primary legislation in compliance 
with the third Energy Package are expected to proceed ac-
cording to the schedule of the ministry. 

EMS should finalise preparation of its Ten-Year Network De-
velopment Plan. the Dsos should continue their activities on 
reducing network losses and improving quality of supply.

Implementation of the Third Energy Package

the third Energy Package will require transposition of several new elements in serbian law, mainly related to unbundling and 
the tasks, competences and independence of aErs. the present legal framework provides a good point of departure for this 
endeavour, and serbia set itself the ambitious goal to transpose the third Energy Package by the end of 2013.

UNBUNDLING

the electricity sector in serbia has not been corporatised and the transmission system operator EMS, and the incumbent 
vertically integrated company EPS are established as public enterprises, with their assets being 100% in state ownership. 
Both companies are in the competence of the ministry of Energy, Development and Environmental Protection, which is not 
in compliance with the ownership unbundling requirements stemming from the third Package.

REGULATORY AUTHORITY

tasks and authorities assigned to aErs by the current Energy law have to be strengthened in order to comply with the third 
Energy Package. the regulatory authority must be granted powers to conduct investigations and impose penalties in cases of 
non-compliance. The regulatory authority also must be empowered to perform its role in the process of certification of the 
transmission system operator.

CUSTOMER PROTECTION 

serbia has a good legal framework for the protection of electricity customers in conformity with the third Package provi-
sions regarding vulnerable customers, contractual terms and conditions, transparency of information and switching supplier. 
customers’ rights to a good standard of service and complaint handling must be guaranteed by establishing an independent 
mechanism for complaint handling and out-of-court dispute settlement in line with the third Package. active participation 
of customers in the electricity market should be supported by the implementation of intelligent metering systems following 
requirements and deadlines given in the third Energy Package.
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Electricity

2011 2012

Electricty Production [GWh] 176,592 180,513

Net Imports [GWh] 21 91

Net Exports [GWh] 6,455 9,752

Total Electricity supplied [GWh] 170,158 170,851

Gross Electricity Consumption [GWh] 169,550 170,838

Losses in Transmission [GWh] 4,315 4,460

Losses in Transmission [%] 2.44% 2.47%

Losses in Distribution [GWh] 17,306 17,523

Losses in Distribution [%] 10.44% 10.54%

Consumption of energy sector [GWh]

Final consumption of electricity [GWh] 147,929.185 148,855.465

Consumption Structure [GWh]
industrial, transport, services and other non-residential sectors* 108,760 107,874

Households (residential customers)* 39,169 40,981

Net maximum electrical capacity of power plants [MW] 49,001.50 49,237

Net maximum electrical 
capacity of power plants [MW]

Coal-fired** 22,257 22,257

out of which: multi -fired

Gas-fired** 7,111 7.111

out of which: multi -fired

Oil-fired

nuclear 13,835 13,835

Hydro 5,459.70 5,462.40

out of which: small hydro 70.80 73.50

Pumped storage 861.50 861.50

other renewables 338.80 571.60

out of which: Wind 146.40 193.80

Horizontal Transmission 
Network [km] 

380 kV or more [km] 4,931 4,933

220 kV [km] 17,333 17,323

110 kV [km] 40,969 41,202

HVDc [km] 0 0

substation capacity [mVa] n/a n/a

Electricity Customers

total 19,603,193 19,603,193

out of which: non-households 527,467 527,467

Eligible customers under 
national legislation

n/a n/a

active eligible customers n/a n/a

Domestic market
Electricity supplied to active eligible customers [mWh] n/a n/a

share of total consumption [%] n/a n/a

* data for 2011
** Ecs‘ estimate based on list of lcP 
source: nErc

a. the electricity sector in ukraine 

the principal authority responsible for legislative and policy 
issues in the domain of energy in ukraine is the ministry of 
Energy and coal industry. the main legal act governing the 
electricity sector of ukraine is the Electricity law of 1998, as 
amended almost on a yearly basis until 2010. the law pro-

vides the basic framework for state control over the electricity 
industry and the principles of management of the public in-
frastructure and operations in electricity generation, transmis-
sion, wholesale trading, and end-user supply. another legal 
act applicable to the electricity sector is the law on combined 
generation of Heat and Power and use of Waste Energy Po-
tential.
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the national commission for state regulation in Energy 
(nErc), already operational since 1994, is gradually develop-
ing its competences and independence. it has been re-estab-
lished by a Decree of the President of ukraine of november 
2011, and is subordinate and accountable to the President 
and the “Verkhovna rada” (Parliament) of ukraine. nErc’s 
commission consists of a chairman appointed by the Presi-
dent of ukraine, and six members appointed on proposal of 
the chairman. Besides the fact that its powers and appoint-
ments are given and made by the President, nErc reports on 
the operational level to the government. in 2012, a Public 
council was established within nErc to assure transparency 
and publicity, prevent corruption and support public interests 
in the application of the regulatory rules, as well as to submit 
comments and proposals to the draft acts and decisions of 
NERC. The operation of NERC is financed from the State bud-
get and from fees for licensed activities, upon approval by the 
cabinet of ministers.

the activities of nErc include electricity, gas, oil and heat 
supply. its powers and competences are further outlined by 
the law on natural monopolies of 2000, as amended, and 
several supporting acts such as the law on licensing of cer-
tain types of Economic activities of 2000, as amended, the 
law on Principles of regulatory Policy in Economic activity of 
2004, as amended, and the law on Principles of state super-
vision (control) in Economic activity of 2007, as amended. all 
these acts are also applicable in the energy sector

according to the Electricity law of 1998 and the other rel-
evant legislation the competences on nErc in the electric-
ity sector are related to licensing the activities of generation, 
transmission, distribution, and supply at regulated tariffs, non-
regulated and wholesale supply of electricity and combined 
heat and power generation. nErc is also competent for the 
promotion of competition in electricity generation and sup-
ply, setting the transmission and distribution network tariffs 
and the approval of regulated end-user prices. this includes 
approving the rules and monitoring cross-border capacity al-
location, quality and safety of supply services, connection of 
new generation, performance of the licensed transmission 
and distribution operators, conditions for access to the mar-
ket, agreements for activities in the market, settlements and 
monitoring of possible distortions of the market including 
cases of acquisition or mergers. nErc is responsible for the 
protection of customer rights through complaint-handling.

the transmission system of ukraine is operated by the state-
owned company Ukrenergo which also performs the central 
dispatching of the generation, balancing of the loads in the 
system and auctions for allocation of the interconnection ca-
pacities on the borders. the operation of Ukrenergo is fully 
regulated and monitored by nErc. 

the transmission system falls short of the technical and safety 
standards required for the European networks, and works 
in rather insecure market conditions with its obsolete infra-

structure. it operates in a synchronous mode with the united 
Power system (uPs) of the russian Federation, except for the 
isolated “Burstin island” – a region interconnected and syn-
chronised with ENTSO-E network.

ukraine’s interconnections with the russian system are used 
for the exchange of electricity outside the market, and all 
capacities are reserved by Ukrenergo for its own purpose. 
recently increased interest of some traders for commercial 
exports from ukraine to customers using interconnectors syn-
chronised with the russian system might change this practice. 
interconnection capacities are allocated on the borders with 
Belarus for export and with moldova for export and for transit 
to the ukraine region of odessa. the interconnections of the 
Burstin island (synchronised with ENTSO-E) with the systems 
of slovakia, Hungary and romania dispose of a maximum to-
tal capacity of 650 mW and are used for export from ukraine 
only. the capacity auctions are performed by Ukrenergo, 
based on auction rules approved by nErc in 2009. they are 
subject to a dispute initiated by the secretariat.

the wholesale market operator Energorynok is a state enter-
prise established in 2000. it functions as a single buyer of all 
electricity from generators or traders (not excluding eventual 
imports), and a wholesale supplier to the public and indepen-
dent suppliers and traders (including exports). Energorynok is 
also responsible for day-ahead generation schedules, merit-
order lists for balancing and financial settlement.

the nuclear and large hydro generators (along with the incen-
tivised production from cHPP and renewable sources) sell the 
electricity to Energorynok at regulated prices, while thermal 
power plants sell through a competitive bidding platform, 
with the marginal system price determined on the basis of 
the “average wholesale price from producers”, established 
on a daily basis. 

Electricity supplied by Energorynok is sold on the basis of 
an “average wholesale price for suppliers”, calculated after 
adjustment (increase) by the amount required to cover the 
(regulated) transmission tariffs and costs of services, as well 
as the regulated charges required to cover the incentives for 
renewables (“feed-in tariffs”). the resulting price is further 
adjusted for the costs of cross-subsidies (amounts required 
to cover losses) for the electricity provided to public suppli-
ers, which in turn depends on regulated discounts that are 
negotiated and approved for each public supplier separately 
(based on the social profile of its customers). All increases of 
the cost are compensated through raising the price of energy 
offered to independent suppliers or traders which contract 
freely with final customers. All regulated costs are established 
by nErc.

a fundamental reform of the ukrainian wholesale market is 
currently under discussion, the draft new Electricity law, cur-
rently pending before Parliament.

The electricity generation structure of Ukraine consists of five 
regional coal-fired thermal power generation companies, a 
single nuclear generation company Energoatom with five 
nuclear facilities, a single large-hydro generation company 
Ukrgydroenergo with 11 plants and a growing number of 

wind farms. Exceptionally, the production of local gas-fired 
cHP and distributed generators can be sold to public sup-
pliers or directly to the final consumers, at regulated prices. 
ukraine is a net exporter of electricity.

Ukraine’s Electricity Market Scheme

Energy flow Commercial relation

Independent
Suppliers
(traders)

ENERGORYNOK
Market operator

(single buyer)

Supplier
with PSO

74

Producers with
incentives 

(RES) 67

Producers with PSO
(regulated)

40

Independent 
producers
(price bids) 5

UKRENERGO
TSO

OBLENERGO

others
DSO

Supplier
with PSO

7
40

Customers
(non-households)

527 467 (2011)

Customers
(households)

19 603 193 (2011)

Cross border flows
(import / export)

Source: Energy Community Secretariat

the distribution and supply of electricity on the territory of 
ukraine is provided by 27 utilities “oblenergo”. they supply 
electricity to all captive customers, i.e. non-industrial final cus-
tomers and households, at regulated prices. some “oblener-
gos” operate distributed generation units, mainly gas-fired 
cHP or small hydro power plants.

b. Progress made in 2012/2013 

one ambitious activity related to the implementation of re-
forms in the electricity sector of ukraine was the development 
of the new draft law on the main aspects of Functioning of 
the Electricity market. the law is expected to liberalise the 
electricity market by abandoning the obsolete single buyer 
market model and introducing liquid trading instruments and 
market-based balancing activities. other improvements ex-
pected from the new law concern unbundling, eliminating 
cross-subsidies, increased transparency, deregulation in gen-
eration and supply and a developed switching framework.

in the course of 2012 the draft law went into the “Verkhov-
na Rada” and passed the first reading. After improvements, 
it is currently pending in Parliament for the second reading.

the Energy strategy of ukraine until 2030 was subject to 
public debate in the second half of 2012. the document was 
supposed to include, among others, a demand forecast for 
the period of time covered, criteria for possible investment 
priorities, and an outline of reform activities for the liberalisa-
tion of the electricity market and cost-reflectivity of regulated 
prices. the secretariat was not informed about the outcome 
of the process.

Within the activities for consolidation of its internal opera-
tions in the reporting period nErc adopted, among other 
things, rules on its internal procedures, rules on the proce-
dure for participation in amending the legislative acts of the 
cabinet of ministers, and rules on the establishment and op-
eration of the Public council. During the reporting period, 
nErc published a number of amendments and resolutions in 
the domain of electricity and regular updates of the regulated 
supply prices for each distribution utility, and of the end-user 
prices.

c. state of compliance 

the legislative framework for the electricity sector of ukraine 
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is fragmented. legislative and regulatory acts are rarely pub-
lished in languages other than ukrainian.

the current Electricity law based on a single buyer, developed 
even before Directive 2003/54/Ec, is obsolete and requires 
urgent reform. that is why the secretariat has supported the 
draft new Electricity law. 

1. the Electricity law does not directly provide for any ob-
ligation for non-discriminatory and objective procedures for 
authorisation or tendering of new generation capacity, or 
for the appointment of independent authorities to perform 
such functions. in the context of construction of new infra-
structure the law calls upon provisions from the legislation 
on construction, referring both to authorisation and tender-
ing, defining the conditions for construction, expansion and 
retrofit of electricity facilities. 

according to the Electricity law, the ministry of Energy and 
coal industry is in charge of the authorisation of new genera-
tion capacity construction, as well as for the tendering of such 
projects. However, no specific criteria or procedure have been 
adopted by the ministry. the Electricity law does not provide 
any obligation to the ministry or to nErc for publishing the 
conditions or setting a transparent procedure in this context. 
There are no specific provisions in the Law for the treatment 
of refusals of authorisations. responsibility for the licensing 
of electricity generation in the domain of operation of new 
facilities lies with the nErc. 

the legal framework does not address authorisation and ten-
dering in a compliant manner.

2. the transmission system operator Ukrenergo and the 
wholesale market operator Energorynok are legally unbun-
dled companies, under full state ownership and control. 

at the distribution level, the unbundling is not completed. 
the distribution utilities “oblenergos” are licensed to operate 
the networks and to supply electricity; and no legal unbun-
dling of these activities is implemented or even imposed by 
the Law. No specific criteria for independent day-to-day op-
eration, management or decision making are applied either. 

the law does not impose account unbundling within an inte-
grated utility. However, for the purpose of monitoring the ac-
counts, the utilities are legally obliged to submit information 
to nErc on their assets and liabilities for each licensed activity 
separately. this includes accounting information for any cHP 
operated within the distribution company, if any.

there is no further compliance with the obligation for estab-
lishing audited annual accounts for each licensed activity, and 
there is no unbundled accounting between the supply of eli-
gible and non-eligible customers either. Furthermore, there is 
still no obligation to publish the annual audit reports.

cross-subsidisation between different activities in distribu-
tion is not treated by the Electricity law but is prohibited by 
nErc’s rules, and regularly checked on. cross-subsidisation 
between different classes of customers is not prohibited. 
overall, ukraine currently does not implement the unbun-
dling rules from Directive 2003/54/Ec.

3. regulated third party access to the transmission network 
is granted to registered companies licensed for supply – in-
cluding the distribution and supply utilities “oblenergo”, and 
companies licensed for export or supply under market condi-
tions. access for eligible customers is not envisaged which 
constitutes a substantial incompliance with article 20 of Di-
rective 2003/54/Ec.

at distribution level, the Electricity law provides for network 
access under equal conditions for all registered companies 
licensed for supply with active supply contracts. the refusal 
of access is treated in the context of network connection for 
generation from alternative (renewable) energy sources and 
requests for the establishment of a customer supply contract. 
the access cannot be refused by the local distribution util-
ity (network operator) except in case of insufficient network 
capacity and with a consequent report to nErc. customers 
are allowed to financially assist the necessary upgrade of the 
infrastructure and claim reimbursement. 

according to the Electricity law and the other applicable leg-
islation nErc is responsible for tariff regulation in the elec-
tricity sector. in particular nErc is in charge of setting the 
transmission and distribution tariffs. these obligations are ac-
complished and the transmission tariffs have been approved 
and published by nErc.

4. in the Protocol for accession of ukraine to the Energy 
community of 2010, eligibility of non-household custom-
ers is required from 1 January 2012 and for households as 
of 1 January 2015. the Electricity law of ukraine, however, 
falls short of compliance in this respect and does not provide 
any explicit definition of eligible customers or a timetable for 
market opening. 

switching as such is not prohibited but no switching rules or 
conditions are in place, and no incentive measures or support 
mechanisms for switching are applied.

5. as regards market opening, the single buyer and seller 
system prevents effective supplier switching, and thus violates 
Directive 2003/54/Ec. moreover, the generation prices and 
electricity wholesale prices of Energorynok are established 
by nErc. End-user prices of electricity are also regulated by 
nErc namely for the regulated distribution companies which 
purchase their electricity from Energorynok and from local 
regulated generators, and supply their (captive) customers 
under regulated prices. non-regulated suppliers, on the other 
hand, purchase electricity from Energorynok and sell it to 
non-regulated customers in ukraine at negotiated prices, or 

for export. in this environment the captive customers are by 
default supplied by the local distribution utility (supplier) at 
regulated prices. non-household customers connected to the 
distribution network are theoretically allowed to switch their 
supplier, however only if they manage to obtain a license 
from nErc for non-regulated supply, in which case they can 
only purchase electricity from Energorynok.

the law does not explicitly distinguish between network tar-
iffs and regulated costs of supply. However, nErc has ap-
plied a methodology for the structure of published tariffs for 
distribution (and transmission) in separation from the costs of 
supply. the suppliers of regulated customers have the right 
to be compensated for non-collected revenues from the na-
tional or local budget which may exceed what is permitted 
under state aid rules.

6. With regard to cross-border capacity allocation ukraine 
also fails to comply with the requirements of the acquis. 

the capacity allocation on the borders with Eu member 
states and moldova is performed by Ukrenergo based on the 
Procedure for auctions relating to the transmission capacity 
of ukraine’s international Power grids for Purpose of Electric 
Power Export adopted by nErc in 2009. the procedure ap-
plies only to the export of electricity, while imports depend on 
prior approval by the ministry thereby failing to comply with 
several provisions of Energy community law. 

access is limited by the requirement for existence and ap-
proval of purchase/supply contracts both with Energorynok 
and foreign entities as requirements for participation in cross-
border capacity allocation procedures. The Procedure defines 
the auctions as “a form of sale ... of the system operator’s 
services...” thus imposing the requirement for payment of a 
sale price even if there is no congestion.

No justification of eventual refusal or any kind of compensa-
tion for curtailment is anticipated. the provisions for alloca-

tion of the congestion revenue provided in the law clearly 
address the network development, but include “repayment 
of restructured indebtedness” of the wholesale supplier to 
generators and exporters, which is not compliant. 

Furthermore, the information on the use of interconnections 
and available capacity is updated on a monthly basis. the auc-
tioning platform still does not apply the electronic exchange 
of information on the bidding. auctions take place on an-
nual and monthly bases; daily auctions are not foreseen in 
the Procedure. there is no adequate electronic bidding plat-
form, which is a significant hurdle for the implementation of 
a compliant allocation procedure. it imposes limitations on 
the liquidity of cross-border trade. the application of the 
“use-it-or-lose-it” principle obliges the use of at least 70% 
of the allocated capacity in any two consecutive months. the 
unused or reclaimed capacity is to be allocated in a monthly 
auction, which is not always the case in practice. secondary 
capacity market and the transfer of capacity between market 
participants are not allowed.

these and other breaches of the acquis provoked the secre-
tariat to open up an infringement case in 2013.

7. Balancing is regulated and the costs of imbalance of the 
suppliers are calculated by Energorynok and netted-out with 
the imbalances of the generation units, before transferring 
them into the regulated cost of supply. imbalance settlement 
is provided by Energorynok. 

scheduling is performed by Energorynok on a daily basis 
upon the planned schedules submitted by the regulated gen-
eration units and the bids of the non-regulated generators. 
the imbalances are compensated according to the merit or-
der of listed generation units made in advance by Ukrenergo, 
according to economic and technical criteria. 

this mechanism does not provide for any price signals for 
the balancing energy or allocation of balance responsibility. 
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it does not constitute market-based balancing as required by 
the acquis.

8. the access to information and transparency provisions 
are inherently problematic in the ukraine electricity sector 
due to the insufficient legal enforcement and underdevel-
oped infrastructure. monitoring by nErc of the transparency 
in the electricity sector needs to be further legally supported 
and implemented. 

the information provided by the operators to the market par-
ticipants is often incomplete or missing on account of the 
legal provisions on confidentiality. The provisions for enforce-
ment of conditions for access to information, in particular 
with respect to transmission capacity allocation, need to be 
brought in compliance with the requirements in the regu-
lation (Ec) 1228/2003 and the related congestion manage-
ment guidelines.

9. Customer protection is inadequately treated and insuf-
ficient. The Energy Law does not envisage an obligation to 
the suppliers for the provision of sufficient information to 
customers as required by the acquis. a number of consumer 
rights are missing, at least in terms of information on the 

quality of service, on the access to updated tariffs, contrac-
tual arrangements and related information including termina-
tion, available compensations and access to available dispute 
settlement mechanisms. 

One significant improvement with regard to the protection 
of public interests by nErc is the establishment of the Public 
council. such a structural measure improves public visibility 
and transparency in the interest of final customers. Neverthe-
less, it is also prone to possible abuse of its administrative ca-
pacity provided by its constitutional acts and eventual under-
mining of the independent decision-making powers of nErc.

There is no appropriate definition of vulnerability and no ad-
equate support mechanism is established. the legislation on 
social welfare enforces the right for direct subsidies from the 
state Budget for a certain percentage of the electricity bills of 
certain categories of customers. regulation of the end-user 
supply prices is not selective. the use of subsidies from the 
generation and cross-subsidies between classes of customers 
to compensate the costs of supply to households is not trans-
parent, not sustainable and detrimental to the competitive 
environment due to the distortion of prices.

Implementation of the Third Energy Package

ukraine is apparently still in the process of “ratifying” the third Energy Package in its domestic legal order. this makes it likely 
that the country will not meet the general transposition deadline of 1 January 2015.

UNBUNDLING

the transmission system operator (Ukrenergo) and the market operator (Energorynok) as well as their assets are in state 
ownership and controlled by the government. the same is the case for the nuclear production facilities, with no option for 
privatisation. the assets of the remaining dominant generators and the majority of distribution and supply utilities in ukraine 
with dominantly state-owned assets are aggregated in a holding. the current ownership structure does not comply with 
any unbundling option provided by the third Energy Package and its implementation needs to envisage legal provisions for 
structural reforms in the domain of transmission system operation.

REGULATORY AUTHORITY

The independence of NERC has been significantly improved after the President’s Decree from 2011. However its independ-
ence from the Government or from any other public body in Ukraine and its impartiality must be further defined, including 
provisions for independent appeal. the objective of nErc to promote and support the development of a competitive market 
needs to be clearly enforced along with its increased powers to investigate, request information and impose penalties.

CUSTOMER PROTECTION 

the vulnerable customers are not treated in the Electricity law of ukraine or in the social welfare system in an adequate man-
ner as required by Article 3(7) of Directive 2009/72/EC. The rules and criteria for identification still need to be established and 
enforced in the Law. Once identified, such customers should be protected against disconnection in critical conditions and be 
supported by schemes outside the regulated pricing system.

d. conclusions and Priorities 

tangible results in developing the electricity sector in ukraine 
are evident mainly in the regulatory domain in developing 
the electricity sector in ukraine. the primary legislation is 
outdated and widely noncompliant. currently the obsolete 
transmission and generation infrastructure calling for urgent 
investments, and the access to open markets required by local 
industry are the main drivers behind the ongoing reforms of 
the electricity sector.

the adoption of the law on the main aspects of Functioning 
of the Electricity market remains the main priority for the next 
period. The Law would represent significant progress in the 
compliance of ukraine. the open issues aside, the law will 
make a crucial contribution to a more liquid, transparent and 
competitive electricity market in ukraine. at the same time, 
approximation with the third Energy Package should be con-
templated in a timely manner. 

the new law would require adjustments to the key secondary 
legislation, in particular new market rules. other regulatory 
rules of nErc, such as the grid code, need adjustments in any 

event or even need to be developed from scratch, such as the 
switching rules and balancing rules. 

an adjustment of the auction rules is urgently needed to 
rectify the issues of non-compliance identified by the Secre-
tariat’s opening letter. this needs to be completed in time for 
the forthcoming annual auctions due before the end of 2013. 

on the level of practical implementation, structural measures 
are needed in the domain of unbundling of distribution from 
supply and unbundling of the accounts, following the imple-
mentation of legal unbundling. new operators and facilities 
imposed by the new market model must be established and 
made operational. the current practice for regulation of the 
production needs to be abandoned for the benefit of open 
competitive relations.

a tariff reform is required along with improved customer pro-
tection mechanisms, aimed to eliminate cross-subsidies and 
introduce sustainable tariffs. mechanisms for the support of 
supplier switching also need to be introduced, enforced and 
applied.
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3.2 comPEtition – a regional overview

a. Protection of competition in the Energy community 

Energy sectors in the contracting Parties are characterized 
by natural monopolies, a high degree of concentration 
and intense state intervention. markets remain effectively 
foreclosed. given the limited impact of legislation and the 
activities of national regulatory authorities, further steps 
towards market liberalization depend on the effective 
enforcement of competition and state aid rules. Based on 
cases of anti-competitive practices by the incumbents, public 
or private, and being equipped with a toolbox including 
fines and behavioural or structural remedies, competition 
authorities can make the difference in opening up markets 
and enabling market access to new entrants and investors. 
the practice by the European commission, as well as several 
Eu member states, in cases concerning cartels, abuses of 
dominant positions and long-term contracts guides the way 
in this respect. state aid, on the other hand, constitutes an 
intrinsic feature of energy market governance and individual 
transactions in the Contracting Parties. This was confirmed 
by a study commissioned by the secretariat and published in 
2011. Practices such as price regulation below market prices 
need to come under scrutiny by domestic authorities tasked 
with the enforcement of the state aid prohibition. the system 
of state aid control established in essentially all contracting 
Parties falls short of delivering on the objectives pursued by 
the treaty in relation to protecting markets from distortions.

b. the acquis on competition 

chapter iV of title ii of the Energy community treaty 
determines the acquis to be implemented by the 
Contracting Parties in the fields of competition and State 
aid. the competition acquis is modelled on the Eu treaty 
by incorporating articles 101, 102, 106(1) and (2) as well 
as article 107 of the treaty on the Functioning of the 
European union (tFEu). By the entry into force of the Energy 
community treaty on 1 July 2006, the contracting Parties 
are under an obligation to introduce, to the extent the trade 
of network energy between the contracting Parties may 
be affected, rules prohibiting cartels (agreements between 
undertakings, decisions by associations of undertakings and 
concerted practices), abuses of a dominant position and 
rules prohibiting state aid. moldova and ukraine are under 
the same obligation from may 2010 and February 2011 
respectively. the respective prohibitions are to be applied 
to public undertakings and undertakings to which special 
or exclusive rights have been granted by virtue of article 
19 EnC. While the Treaty does not contain specific rules on 
mergers, the case law of the court of Justice of the European 
union applying what is now article 101 and article 102 tFEu 
to concentrations is applicable to the contracting Parties 

through articles 18(2) and 94 of the treaty. similarly, there is 
a lack of a specific Energy Community acquis on competition 
and state aid law enforcement (procedures, institutions, 
sanctions, remedies etc). this is put into perspective by the 
fact that the contracting Parties, pursuant to article 6 of the 
Treaty, are obliged to ensure efficient implementation of their 
obligations under the Treaty, of which efficient enforcement 
of the rules on substance is an important aspect. 

the Energy community does not provide for a centralised 
enforcement institution or procedures in the way that the 
European union and the agreement on the European 
Economic area (EEa) do. their absence has resulted in the 
lack of consistent and rigorous application of competition 
and state aid rules in the contracting Parties. a system of 
state aid control, for instance, where the authority granting 
the aid and the authority expected to prohibit the aid are 
on the same level, and sometimes even within the same 
institution, is evidently not apt for effective enforcement. in 
the absence of any investigation or decision-making rights, 
the Secretariat is essentially confined to monitor transposition 
of the acquis communautaire and enforce the absence of 
legislation, as it has done so far in several cases concerning 
state aid. its contribution to implementing the rules by 
applying them to individual cases remains very limited. this 
should be reconsidered in the context of discussing possible 
amendments to the treaty.

under the constraints imposed by the existing legal 
framework, the secretariat initiated the launch of an Energy 
community competition network. on 23 november 2012, a 
Joint Declaration on cooperation between the competition 
authorities and the Energy community secretariat on 
the establishment of an Energy community competition 
network was signed in Vienna by all contracting Parties, 
as well as armenia, austria and georgia. the network 
establishes a platform for promoting cooperation and 
discussion on competition law enforcement in the energy 
sectors. it also serves the purpose of exchanging experience 
and developing the best practices with respect to competition 
policy, legislation and enforcement of the Eu competition 
acquis within the Energy community. the members of the 
network will meet regularly, and the most recent meeting in 
June 2013 in athens was followed by a joint meeting with the 
EcrB. outside the annual meetings, an electronic platform 
for exchange of information and mutual consultation among 
the competition authorities was launched by the secretariat, 
in July 2013. this will allow for continuous exchange among 
members. Joint activities, such as coordinated enforcement 
action and joint sector inquiry in the electricity and gas 
markets with energy regulatory authorities, will be the focus 
of the future activities of the Energy community competition 
network.

c. Main findings 

1. Competition 

legislation

the contracting Parties reached a relatively high degree 
of transposition of the competition rules in their national 
legislations. all contracting Parties have included in their 
competition laws, provisions that correspond to the cartel 
prohibition and a prohibition of the abuse of a dominant 
position in line with article 101 and 102 tFEu. the competition 
rules of all contracting Parties apply to public undertakings 
and undertakings entrusted with providing services of general 
economic interest. 

During this reporting period no major changes in the 
legislative framework governing competition law occurred. 
the exception is Moldova, which in July 2012 adopted a 
new competition law which entered into force in september 
2012. the newly adopted legislation contains prohibitions 
of anti-competitive agreements and concerted practices, as 
well as abuses of a dominant position. it is also applicable to 
public undertakings and entities providing services of general 
economic interest. in the drafting phase, the secretariat 
inter alia questioned the provisions in the law giving the 
government the possibility to block excessive price increases 
in economic sectors where the competition is restricted or 
does not exist. it requested that such price regulation shall 
be limited and regulated by sector specific legislation in 
more details. those comments have not been taken into 
account. currently, six new regulations implementing the 
new competition law are under preparation, and are to be 
adopted by the competition council.

Montenegro adopted a new competition law in July 2012. 
the law entered into force as of october 2012. in the reporting 
period the country focused on adopting new secondary acts. 
Three by-laws, concerning the definition of relevant markets, 
procedure for individual exemption and submission of merger 
applications, have been adopted in april 2013. Four more by-
laws are under preparation and another three – related to 
block exemptions are pending approval. 

the antimonopoly committee of Ukraine (amcu) adopted 
two acts of secondary legislation in the reporting period, 
one determining the leniency procedure and another one 
related to involving experts in cases when the amcu applies 
competition law. The first act was adopted in June 2012 and 
the second in January 2013. 

croatia and serbia have developed amendments to the 
existing competition laws. Both are pending adoption. in 
Croatia, the main changes relate to the new competence 
of the croatian competition agency (cca) to directly apply 

articles 101 and 102 of the tFEu after croatia becomes an 
Eu member state, as well as the competence of the courts for 
judicial review of the agency’s decisions. in December 2012, 
the Serbian commission for Protection of competition has 
initiated a procedure for amending the competition act from 
2009 in order to improve the effectiveness of the procedures 
of the commission. in particular, commitment procedure 
would be introduced with the amendments.

institutional framework

all contracting Parties have established a national competition 
authority as an independent authority tasked with the 
enforcement of competition law. most of the competition 
authorities, with the notable exception of the ukrainian, are 
understaffed, which certainly has an impact on their activities. 

Montenegro, which for a long time was the only contracting 
Party without an independent competition authority, in 2012 
established the administration for competition Protection 
(acP) with the new law on Protection of competition. 
it took over these activities from the administration for 
competition Protection, within the internal trade and 
competition department of the ministry of Economy. the 
agency is managed by a director and is responsible to the 
government, which appoints and dismisses the Director and 
gives consent on the plan for financing the Agency. The 
agency is an independent institution funded from budget 
revenues, the fees paid to the agency and from donations. 
However, appointment and dismissal of the decision making 
body of the competition authorities, as well as its reporting to 
the Parliament would be preferable. 

Enforcement

the achievements made in enforcing competition law do 
not match the high level of transposition in most of the 
Contracting Parties. As a general finding, the energy sectors 
still remain largely outside the scope of activities by most 
competition authorities. Even the authorities that, in the 
past years, were slightly more proactive did not initiate any 
substantial investigations in the energy sectors this year. 
cases applying competition law to the electricity and gas 
sectors are still missing. moreover, the criticism in last year’s 
implementation report related to lack of transparency is still 
valid, as the decisions are published only to a limited extent.

the Albanian competition authority (aca) has always been 
quite active in issuing recommendations on the evaluation of 
laws and by-laws in the energy sector. concluding a review 
made during this reporting period, aca, however, found 
that its comments and recommendations are only partially 
taken into account by the Energy regulatory authority (ErE) 
and the policy and law makers. in 2013, the aca initiated 
monitoring of the functioning of the electricity market with 
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a view to detecting any anticompetitive behaviour restricting 
competition. the review consists of analysing the entire legal 
framework governing the electricity sector in albania and a 
review of the implementation of the aca’s recommendations 
to ErE and the government. the aca is collecting information 
from all market players and has requested ErE’s cooperation 
in order to analyse the existing market model and the reasons 
for termination of operation of CEZ – the former Dso and 
retail public supplier in the country.

Besides advocacy activities, the Croatian competition 
authority (cca) dealt with a few cases concerning application 
of competition law to the energy sectors. in march 2013 it 
approved a merger between two traders of oil and gas, Crodux 
Derivati and OMV Hrvatska. on 30 november 2012, the cca 
decided not to open proceedings against INA for an alleged 
abuse of a dominant position due to the lack of evidence. 
Finally, the cca informed that there is also an ongoing 
investigation in the sector of natural gas. However, it is in the 
early stages of preliminary investigation in the relevant market 
and it relates to the croatian gas market act from 2007, that 
was repealed with the entry into force of the new gas market 
act from march 2013. the complaint concerned the market 
position of Prirodni Plin, which according to the act from 
2007 was the only wholesale supplier of natural gas to meet 
the demand of the tariff customers. in addition, Prirodni plin 
was the only undertaking that provided balancing energy and 
underground gas storage in croatia. in the reporting period, 
the cca also has been active in issuing opinions on draft 
primary and secondary legislation in the energy sector, in 
particular on the legislation adopted in croatia in 2012/2013 
for the transposition of the third Package.

the Moldovan competition council (cc) is one of the 
few authorities in the region that has taken action against 
abuses of dominant positions in the electricity markets. one 
of the two cases against the distribution system operator and 
supplier Gas Natural Fenosa was initiated upon a complaint by 
a customer. in its decision, adopted on 29 october 2012, the 
cc established an abuse of dominant position due to the fact 
that the complainant was required to install the infrastructure 
necessary to be connected to the network by itself, whilst 
Gas Natural Fenosa claimed ownership on that infrastructure 
without compensation or even offering its maintenance 
services. in case that was denied, Gas Natural Fenosa would 
refuse to supply the undertaking with electricity. the appeal 
to the decision is currently pending in the court. the second 
decision established another abuse of dominant position by 
Gas Natural Fenosa, which also sells electricity meters. For 
the connection of new customers Gas Natural Fenosa accepts 
only electricity meters sold by itself, thereby preventing 
other sellers of metering equipment from approaching their 
customers. CC’s decision was confirmed by the first and 
second instance court. currently, the case is pending in the 
supreme court. since these cases were initiated according 
to the old competition law, under which the cc had no 
competence to impose fines directly, the CC will still have to 

apply to the court to request penalties. 

the commission for Protection of competition (cPc) of the 
former yugoslav republic of Macedonia informed that it is 
still at an early stage of investigation of a case concerning 
a price fixing cartel in the electricity sector between four 
wholesale electricity traders. the main problems faced in the 
investigation are the lack of qualified staff in the CPC to deal 
with competition enforcement in the energy sector and to 
perform inspections. moreover, since most of the traders are 
present in the markets in some other contracting Parties, 
coordination of activities with other competition authorities is 
needed to obtain more concrete information. no other cases 
in the energy sector have been assessed or decided on by the 
cPc in the last year. 

the acP in Montenegro only reported the approval of one 
concentration between RWE Innogy GmbH from germany 
and mixed holding Elektroprivrede Republike Srpske from 
trebinje with the purpose of building four hydropower plants 
in the upper basin of the river Drina. 

the Serbian commission for Protection of competition 
continued with its activities of conducting a sector inquiry 
in the oil and oil derivates market in serbia, which was 
launched in 2010. so far, two reports have been published, 
in october 2011 and February 2013, with conclusions and 
recommendations. The sector inquiry resulted in finding that 
the dominant oil company Naftna Industrija Srbije (NIS), as 
exclusive importer of oil derivatives, lowered the retail prices 
at its petrol stations while keeping the wholesale price for 
derivatives to be paid by other undertakings at the maximum 
levels allowed. However, the commission held that such 
effects could not be clearly identified as an abuse and, 
instead of opening an investigation against NIS, decided 
to continue monitoring the behaviour of the undertakings 
active on the petrol market. in addition, it recommended that 
the government and the relevant institutions and ministries 
initiate monthly and annual reporting on the wholesale and 
retail petrol market.

Besides the moldovan ancP, the Ukrainian amcu was the 
other competition authority active in enforcing competition 
law in the energy sectors. one case, initiated on 10 January 
2013, concerns the possible abuse of a dominant position 
by Cherkasygaz on the market of distribution of natural 
gas in the cherkassy region. the alleged abuse is related 
to access to the market supply of natural gas to industrial 
customers within the cherkassy region where Cherkasygaz 
operates. the second case was initiated on 30 april 2013 
and concerns a possible abuse of its dominant position by 
the distribution system operator ZEM on the market for 
electricity transport through distribution networks within its 
geographical territory. the third case concerns an abuse of 
a dominant position by Mykolaivoblenergo on the electricity 
supply market. the abuse consists of imposing unreasonable 
charges to the consumers for reconnection to the network 

after sealing their meters and disabling access to those meters 
installed on the facades of houses in the mykolayiv region. 
The AMCU fined Mykolaivoblenergo with uaH 100 million 
(around Eur 9 million). the amcu also performed a sector 
inquiry in march 2013 related to the procedure for connection 
of construction projects, including housing projects to the 
energy networks (electricity, gas, heat) and reviewed the 
provision of public services.

2. State aid

legislation

after the secretariat initiated infringement procedures against 
Bosnia and Herzegovina and Kosovo* for their failure to 
adopt state aid legislation, these two contracting Parties 
adopted state aid laws largely transposing the state aid rules 
at national level in February 2012 and July 2011 (entering into 
force in January 2012) respectively. However, implementation 
is still pending (see below). Moldova adopted a new state aid 
law on 15 June 2012; it entered into force in august 2013. 
currently, twelve new pieces of secondary legislation are 
being drafted in order to implement the new law. Ukraine 
initiated the legislative procedure for the adoption of state 
aid rules. the draft was approved by the government in 
april 2013, together with a draft law amending the Budget 
code of ukraine (regarding state aid for undertakings). 
Both documents have been submitted to the Parliament. in 
addition, by an ordinance of the government from 4 march 
2013, an Action Plan for institutional reforms in the field of 
monitoring and control of state aid for undertakings has also 
been approved.

in croatia and montenegro amendments to the state aid 
legislation have been drafted but have not yet been adopted. 
in Croatia, the amendments are owed to the fact that croatia 
became an Eu member state on 1 July 2013. they concern 
the jurisdiction/competence over approving and controlling 
new state aid. in Montenegro, the government drafted 
amendments to the procedural rules for the submission of 
State aid notifications in October 2012 that entered into force 
in march 2013, adding two new requirements for information 
to be added in the notification. In particular, the granting 
authority must include in the notification the initial values 
and the indicators by which the effects of state aid shall be 
monitored. the shortcomings of the existing state aid law in 
montenegro, about which the secretariat reported in its last 
Implementation Report, remain unaddressed. The definition 
of state aid is not compliant as it covers only expenditures and 
reduced revenues of the state, and does not cover any aid 
granted by the state or through state resources in any form 
whatsoever as stipulated in article 107(1) tFEu. compatible 
aid includes investment in infrastructure which is in general 
use, if the construction of such infrastructure is not in the 
exclusive interest of the beneficiary. This basically excludes 
all aid granted to undertakings providing services of public 
interest, and is thus not compliant with article 107 tFEu. 

moreover, the scope of applicability of the law is limited to 
aid affecting trade between montenegro and the European 
union or cEFta members, and, therefore, does not include 
all contracting Parties (notably ukraine). 

the Serbian government adopted amendments to the 
regulation on rules for state aid granting concerning de 
minimis aid.

institutional framework

since there is no central monitoring authority, which could 
perform the tasks of the European commission in the Energy 
community, each contracting Party must ensure effective 
state aid control domestically. this concept limits the effect 
of the State aid rules in the Contracting Parties significantly. 
three contracting Parties (croatia, former yugoslav republic 
of macedonia and moldova) have entrusted their competition 
authorities with the enforcement of state aid rules, which 
is still the most appropriate option within a flawed system. 
Five contracting Parties (albania, Bosnia and Herzegovina, 
montenegro, serbia and Kosovo*) have tasked government 
bodies with reviewing notifications and making decisions on 
aid granted. the decision-making bodies are commissions 
chaired by the minister of Finance in four contracting Parties; 
in albania the commission is chaired by the minister of 
Economy. to put the main authority granting the aid also in 
charge of controlling it, leads to institutionalized conflicts of 
interest and ultimately proves to be inefficient. In addition, 
the main authorities are not equipped to deal with the many 
complex questions posed by state aid law in the energy 
sectors, such as its application to public services or the 
legitimacy of price regulation for energy.

Bosnia and Herzegovina and Kosovo*, which adopted 
state aid legislation upon enforcement action by the 
secretariat, in this reporting period did not manage 
to establish fully functioning authorities enforcing this 
legislation. the state aid council in Bosnia and Herzegovina, 
even though legally established, has only recently started 
operating in practice. in Kosovo* the state aid commission 
has been established with governmental Decision in october 
2012. However, it has not started operating in practice and 
the six officials planned to work in the State aid Office at 
the Kosovo* competition council (Kcc) have not been 
employed. closing the pending cases initiated by the 
secretariat against these two contracting Parties depends on 
the enforcement authorities becoming fully operational.

Enforcement

the fact that enforcement of state aid law in the energy 
sectors is even less satisfactory than the enforcement of 
competition law is certainly related to the enforcement 
system adopted, but also to the importance of the energy 
sectors to domestic economies and the political influence 
traditionally exerted over them. to the knowledge of the 
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secretariat, no contracting Party has ever taken a decision 
to prohibit the granting of aid to an energy undertaking or 
ordered its recovery in the energy sector.

only three contracting Parties reported activities in 
enforcement of state aid legislation in the energy sectors. 
However, the decisions adopted in albania, and to a 
certain extent in Montenegro, are too superficial to be 
considered correct implementation of the acquis. the 
state aid commission (sac) in Albania adopted one 
decision assessing state aid in the amount of all 4.5 billion 
(approx. Eur 45.000) given to the state-owned electricity 
generation company and wholesale public supplier KESH, in 
order to facilitate the payment of imported electricity. the 
SAC reached a conclusion that such financial aid does not 
constitute state aid since KESH is the only entity in the country 
that is in charge of buying electricity from domestic sources 
and from import, in order to supply the retail public supplier. 
this decision is evidently in breach of Eu state aid rules and 
the case law of the European commission. For instance, 
in a case concerning subsidies to the transmission system 
operator of Poland for the construction of interconnecting 
lines on the border with lithuania, the commission decided 
that aid granted for projects of general interest constituted 
aid. this was without prejudice to the fact that there was 
no competition and there was only one licensed company 
for providing transmission services in the country. in January 
2013, the ministry of Economy of Montenegro notified 
the state aid control commission (sacc) of a guarantee 
issued for the loan taken by the electricity transmission 
company (CGES) for the construction of the undersea cable 
connecting the montenegrin and italian electricity system. 
The SACC found that the guarantee fulfils the constitutive 
criteria of the State aid definition. However, it found the aid 
to be compatible, since without it the project could not be 
financed by the company itself at market conditions. This is 
based on provisions of the state aid law, which in itself is not 
compliant with the acquis. in practical terms, the aid given 
to the construction of the submarine cable was permitted 
without any detailed analysis and against article 107 tFEu. 

the cca in Croatia is currently reviewing the ministry 
of Economy’s plan for a new system of feed-in tariffs for 
renewable energy sources. This is the only notification 
submitted to the cca for state aid in the energy sector 
in the reporting period. the cca requested additional 
information from the ministry but, since it has not received 
such information yet, the notification will be dismissed. 

3. State of compliance and priorities

Full implementation beyond transposition requires the 
establishment of adequate institutions and a more rigorous 
enforcement.

Bosnia and Herzegovina is now the only contracting Party 
that has not pursued cases applying Articles 18(a) and 

(b) of the Treaty to the energy sectors. However, that 
certainly is not to say that the other contracting Parties 
are active enough. Besides the oil sector inquiry in serbia, 
and the albanian monitoring of the electricity market, no 
Contracting Party has performed a sector inquiry or specific 
monitoring of the electricity and/or gas markets. only 
the moldovan and the ukrainian competition authorities 
have taken effective enforcement actions in the reporting 
period, resulting in imposition of penalties against dominant 
companies. the competition authority in the former yugoslav 
republic of macedonia faced problems in effectively applying 
competition law to the electricity sector related to the lack of 
qualified staff. This was reported as a reason for extending 
the investigation in the electricity sector, which started 
already in the last reporting period. the secretariat invites the 
competition authorities of all contracting Parties to become 
more active in enforcing competition law to the energy sector, 
outside mere competition advocacy. the secretariat will also 
continue monitoring the development and the performance 
of the newly established acP in montenegro. 

With regard to State aid, ukraine is the only contracting 
Party that lags behind the others, with no primary legislation 
implementing the state aid acquis in place. The first and main 
priority for this contracting Party should be to complete the 
process of adopting a state aid law as quick as possible, to 
establish the appropriate institutions and to start enforcing it 
in the energy sectors. moreover, the secretariat recommends 
that the contracting Parties in which state aid enforcement 
is in the hands of the ministries or governmental bodies, 
transfer competences to the competition authorities. the 
independence of the state aid enforcement system in those 
contracting Parties is lacking, as both the decision-making 
body and the administrative unit are closely linked to the 
respective governments in terms of nomination, organization, 
financing and interests. In most of the Contracting Parties the 
awareness of the public institutions about state aid rules is 
low. raising awareness and more enforcement activities is 
what the secretariat would expect to see is all contracting 
Parties in future. Bosnia and Herzegovina and Kosovo* are 
expected to establish functioning enforcement authorities 
as soon as possible in order to complete the implementation 
of the state aid acquis. in albania and montenegro, the 
application of the state aid rules was done in a way breaching 
article 107 tFEu.

Only a few of the priorities identified by the Secretariat in 
the last year’s implementation report have been addressed 
by the contracting Parties. namely, moldova adopted new 
competition and state aid laws by which it remedies the 
incompliance with the acquis. in addition, the fact that moldova 
entrusted the competition council with enforcement of state 
aid rules is to be welcomed. montenegro also established the 
acP as an independent institution enforcing competition 
law and made it operational in the reporting period.

For the rest, all the recommendations from the secretariat 

for the competition and state aid authorities to become 
more active in enforcing competition and state aid law to 
the energy sectors were not addressed. Besides moldova 
and ukraine, no other country adopted substantive decisions 
applying competition law to the electricity and gas sectors, 
and only three decisions in the field of State aid were taken, 
two of which were incompliant with the acquis and the 
case law of the court of Justice. Furthermore, none of the 

contracting Parties that have entrusted governmental bodies 
and ministries with state aid enforcement amended their 
legislation to entrust the competition authorities. the most 
serious incompliance remained with ukraine, which failed to 
adopt state aid law, as well as Bosnia and Herzegovina and 
Kosovo*, which both failed to establish effective institutions 
to enforce the prohibition of state aid even though their 
newly adopted legislation provides a legal basis for it.
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3.3.1 gas – a regional overview

a. the acquis on gas 

the treaty requires the contracting Parties to implement the 
following legislative documents:

1. Directive 2003/55/Ec concerning common rules for the 
internal market of natural gas establishes the main principles 
of gas market liberalisation. this includes market opening, 
unbundling, third-party access to gas infrastructure, public 
service obligations, customer protection, the criteria and pro-
cedures for granting authorisations and licenses for transmis-
sion, distribution, supply and storage, as well as requirements 
for system operation and development. the Directive further 
specifies the functions, competences and administrative pow-
ers of regulatory authorities.

the deadline for the implementation of Directive 2003/55/Ec 
expired on 1 July 2007 for the original contracting Parties. 
For moldova and ukraine, the deadlines are 31 December 
2009 and 1 January 2012, respectively, according to the ac-
cession Protocols. 

according to annex i to the Energy community treaty, the 
gas markets of the original contracting Parties had to be 
open for all non-household customers as of 1 January 2008, 
and for all households as of 1 January 2015. according to 
the accession Protocols of moldova and ukraine, those dead-
lines are respectively 1 January 2013 and 1 January 2012 for 
all non-household customers. For household customers, the 
deadline for both contracting Parties remains 1 January 2015.

2. regulation (Ec) 1775/2005 on conditions for access to the 
natural gas transmission networks has been incorporated 
into the acquis by a ministerial council Decision of 18 Decem-
ber 2007, with an implementation deadline of 31 Decem-
ber 2008 for the original contracting Parties. the regulation 
builds on Directive 2003/55/Ec and lays down more detailed 
rules for access to the natural gas transmission network, such 
as tariff principles, third-party access services, transparency 
requirements, balancing rules and imbalance charges, prin-
ciples on capacity allocation and congestion management 
including secondary market trading of capacities. according 
to the accession Protocols of moldova and ukraine, the dead-
lines for implementing this regulation expired on 31 Decem-
ber 2010 and 1 January 2012, respectively.

3. Directive 2004/67/Ec concerning measures to safeguard 
security of the natural gas supply has also been included in 
the binding set of acquis by the Decision of the ministerial 
council of 18 December 2007, with an implementation dead-
line of 31 December 2009 for the original contracting Parties. 
the Directive establishes measures to safeguard an adequate 
level of security of supply, with a special focus on specific cus-
tomers and a so-called community mechanism. it requires the 
Contracting Parties to define general, transparent and non-

discriminatory security of supply policies, compatible with 
the requirements of the competitive market, together with 
the definition of the roles and responsibilities of market par-
ticipants and the implementation of procedures to safeguard 
security of supply. according to the accession Protocols of 
moldova and ukraine, the deadlines for implementing this 
regulation were 31 December 2010 and 1 January 2012, re-
spectively.

4. Within the European union both Directive 2003/55/Ec and 
regulation (Ec) 1775/2005 have been replaced by new ac-
quis in the framework of the so-called “third Energy Pack-
age”. on 6 october 2011, the ministerial council in chisinau 
adopted Decision 2011/02/mc-Enc on the implementation 
of Directive 2009/73/Ec and regulation (Ec) 715/2009, with 
the general implementation deadline fixed for 1 January 
2015. Despite the fact that the contracting Parties’ imple-
mentation commitments currently still relate to the “second 
Energy Package”, preparation for the legal and practical 
amendments necessary to implement the third Energy Pack-
age should have already started in all contracting Parties to 
meet the implementation deadline. 

5. additionally, article 29. of the treaty calls on the contract-
ing Parties to adopt security of supply statements starting one 
year after the entry into force of the treaty. these statements 
describe in particular the diversity of supply, technological se-
curity and geographic origin of imported fuels. For moldova 
and Ukraine, according to the Accession Protocols, the first 
security of supply statements should have been sent to the 
secretariat by 1 may 2011 and 1 February 2012, respectively. 
the statements must be updated every two years; the next 
update is required by 1 July 2013.

b. the Energy community gas sector 

1. Implementation

the progress of treaty implementation in the area of gas dur-
ing the reporting period was moderate. Whereas a few high-
lights can be reported from individual contracting Parties  the 
most prominent example being the exemption procedure for 
the TAP project in Albania, with the Secretariat giving its first 
opinion under the third Energy Package –there has been little 
or no progress in other contracting Parties. the most notori-
ous example in this respect is the deadlock in the gas sector in 
Bosnia and Herzegovina, which triggered enforcement action 
by the secretariat.

in recent years, the focus within the contracting Parties has 
been shifting from the adoption of primary legislation to sec-
ondary legislation development such as grid codes, tariff sys-
tems and market rules. these types of activities are not to be 
underestimated, as they lay the foundations for functioning 
gas sectors, and in some cases even rudimentary markets. in 
the course of transposing the third Energy Package, however, 
primary laws will have to be amended again. With the excep-

tion of montenegro, the drafting has not yet really started; 
the bulk of work is to be expected in 2014.

croatia is an exemption, as it adopted laws implementing 
the third Package, in particular a gas market law, the draft 
for which was significantly improved in cooperation with the 
secretariat. similar cooperation on the amendments to the 
primary law of moldova, however, brought no concrete out-
put, and this contracting Party is facing a stalemate in its 
legislative process. as stated above, Bosnia and Herzegovina 
has been under special scrutiny for many years due to severe 
lack of compliance with the treaty.

moreover, the secretariat was deeply involved in resolving a 
dispute in the gas sectors in croatia on a distribution tariff 
methodology for greenfield projects, in the former Yugoslav 
republic macedonia (on the transmission tariff methodology) 
and moldova (transmission and distribution tariff methodol-
ogy). these cases were all initiated by complaints of market 
participants. in other contracting Parties, the secretariat has 
initiated or is about to initiate cases on its own motion. this 
has happened in Bosnia and Herzegovina, where gas legisla-
tion covering the entire country does not exist. 

in serbia, for example, the persistent lack of unbundling is a 
major problem. moreover, serbia’s agreements with russia 
on South Stream as well as on long term gas supply have 
been assessed by the secretariat. on the more positive side, a 
transmission network code was adopted by the main trans-
mission system operator, Srbijagas, and approved by the reg-
ulatory authority, after many years of inertia.

ukraine’s case is certainly the most complex one. a very am-
bitious agenda has been announced for almost all market 
segments in gas, with very disparate outcomes. the trends 
of diversifying ukraine’s gas supply helped in enabling real 
market opening and introduced reverse gas flow with the 
two neighbouring Eu member states. However, take-or-pay 
provisions from long term supply contracts with, Gazprom, 
incur Naftogaz financial obligations to its main supplier. On 
the other hand, a number of issues related to compliance re-
mained open. the most encouraging development is the ef-
fort to unbundle the transmission system operator Ukrtrans-
gaz from its mother company Naftogaz, and its endeavours 
to start with drafting compliant network codes.

compliance with the following elements of the acquis has 
been assessed for the present report.

1. Authorisation criteria for constructing or operating gas 
facilities are usually covered in details in primary legislation, 
in particular with regards to permits and licences. Whereas 
licensing procedures before the regulators are usually trans-
parent, the permitting procedures, which fall in the domain 
of the ministries, typically consume too much time, partially 
due to non-transparent procedures and complex coordina-
tion between different institutions. in some cases, the neces-

sary secondary legislation was not adopted.

2. Unbundling: the transmission system operators in the 
Energy community, although designated and vested with 
typical tasks set by the acquis, often fail to adopt rules for 
balancing. they do not procure the energy they use for car-
rying out their functions, as they should, according to trans-
parent market procedures. the actual status of unbundling, 
so close to the deadline for transposing the third Package 
still remains critical. some contracting Parties (Bosnia and 
Herzegovina, serbia) achieved no progress in this respect. in 
moldova, unbundling has been done pro forma but the tso 
is not functionally independent from the mother company. 
the situation is more encouraging in ukraine, where at least 
legal unbundling seems to be fully implemented by Ukrtrans-
gaz. the required compliance programs do not exist in either 
contracting Party.

in croatia, the tso is unbundled in line with the second Pack-
age. unbundling of the tso in the former yugoslav republic 
of macedonia has still not been achieved in praxis which is to 
be seen in the context of a case pending at the local court. 

3. Third party access: in principle, third party access is regu-
lated and applied without discrimination for all system users. 
the most notable exception is Bosnia and Herzegovina where 
both entities fail to impose transmission tariffs. serbia’s regu-
lator introduced an exit-entry oriented transmission system 
and abolished different treatment of national and cross bor-
der flow. In Moldova and former Yugoslav Republic of Mace-
donia, the disputes between the tsos and the regulators on 
cost-reflectivity of the tariffs are ongoing. A similar case was 
successfully closed in croatia, where a newly established op-
erator challenged the distribution tariff model.

Cross border flow in Ukraine and Moldova is not subject to 
regulation. cross border (transit) and national transmission 
flows are also treated differently by law in Montenegro. This 
represents a breach of the acquis. Beyond the borders of the 
contracting Parties, Hungary applies different fees at the exit 
points from its neighbouring countries’ systems which puts 
cross-border transports to serbia at a disadvantage. it should 
be recalled that any preferential or discriminatory treatment 
in existing gas transit contracts needs to be eliminated. Dis-
crimination between contracting Parties and member states 
is prohibited by the treaty also for the latter. 

Furthermore, the development of network codes is not at sat-
isfactory level. network codes are still missing in moldova and 
in one of Bosnia and Herzegovina’s entities. third party access 
services are well defined only in Croatia and in the former 
yugoslav republic of macedonia. 
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4. Market opening and eligibility: a gradual opening of 
the wholesale markets to competition is the main positive 
development in the Energy community (in serbia, ukraine, 
croatia). this is however, tarnished by preferential access to 
transit pipelines in moldova and ukraine which disables the 
emergence of new entrants. at wholesale level, long term 
supply contracts – which on the one hand contribute to secu-
rity of supply – must be brought in line with the competition 
rules. some contracting Parties, such as serbia, continue to 
maintain destination clauses and other anti-competitive ele-
ments. the existence of only one single supply route and one 
supplier makes re-negotiation evidently very difficult. Another 
problem is the dominance of state-owned companies in the 
local retail markets.

5. Balancing rules: regulatory authorities in most of the 
contracting Parties approve, at least indirectly, balancing rules 
by approving network code or other document defining rules 
on balancing; however balancing rules are still not defined in 
the majority of cases or only to a certain extent i.e. explain-
ing how balancing is performed but not including provisions 
on balancing gas/balancing services procurement. With the 
exception of croatia - which is still only theoretical - market 
based procurement of balancing energy is not practiced in 
the contracting Parties. this means that the procurement of 
balancing gas/services is mainly facilitated by long-term con-
tracts but also by using domestic flexibility (e.g. storage).

tsos in moldova and ukraine remunerate the provision of 
balancing services by socializing balancing related costs, i.e. 
including them into the transmission tariff. imbalance charges 
are defined in Croatia, the former Yugoslav Republic of Mace-
donia and serbia, while penalty charges are implemented in 
one entity in Bosnia and Herzegovina, croatia and serbia for 
imbalances outside the predefined tolerance levels. If avail-
able at all, imbalance charges in the contracting Parties are 
defined as administrative fixed charges, determined by the 
tso or regulator.

6. Security of supply: the Western Balkan region of the 
Energy community today consumes less than 6 billion cubic 
meters per year (bcm/y). ukraine’s and moldova’s aggregated 
demand is almost 10 times higher, namely at 57 bcm/y.

nevertheless, the Energy community “study on the imple-
mentation of the new regulation (Eu) 994/2010 concerning 
measures to safeguard security of gas supply” forecasts that 
by 2020 the Western Balkan regional gas demand will rise to 
10 bcm/y, whereas in the long-term it may be as high as 19 
bcm/y in 2030, thus making gas demand growth more than 
threefold within the next 17 years. conversely, the aggre-
gated demand in moldova and ukraine is expected to remain 
steady or could even decline.

Besides consumption by industry, gas is expected to play an 
increased role for meeting a growing electricity demand in 
the long term. obviously, security of gas supply depends on 
timely investments in infrastructure.

there were many activities in the area of security of supply 
during the reporting period. the above-mentioned study re-
vealed the importance of a regional approach. the results 
and recommendations of the study will constitute a guideline 
for the contracting Parties in the following period for draft-
ing their security of supply statements. that said the crucial 
provisions of Directive 2004/67 /EC, such as the definition of 
protected customers and supply standards, still have to be 
implemented by most of the contracting Parties.

in 2012, the security of supply coordination group was reac-
tivated. a subgroup was established to focus on gas-related 
issues. the subgroup produced an update of the list of emer-
gency contacts, the format for an emergency questionnaire 
template, and updated guidelines for drafting annual security 
of supply statements, which it will regularly assess. 

the secretariat continued its active participation in the Eu 
gas coordination group, thus acting as a link between the 
Eu and the Energy community at operational level. During 
the reporting period, it twice presented the situation in the 
Energy community in the group’s sessions on this subject.
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2. Regional gas market

the creation of a coherent and convergent regional gas mar-
ket follows the European developments.

the entry into force of the third Package together with the 
target of completing the internal energy market by 2014 also 
shapes the framework for gas market development in the En-
ergy community. this includes the adoption of the network 
codes in the Energy community. in this context, the secre-
tariat organised Workshops with the European Networks of 
Transmission System Operators for Gas (ENTSO-G) for the 
Energy community’ tsos. after Plinacro, GAMA of former 
yugoslav republic of macedonia has also been granted an 
observer status in ENTSO-G. ukraine’s and serbia’s tsos sig-
nalled their intention to proceed likewise. ENTSO-G has be-
come an increasingly important stakeholder in the Energy 
community.

the lack of a developed gas infrastructure across the region 
remains an obstacle in creating a regional gas market. in par-

ticular, this concerns the lack of interconnections between 
the contracting Parties. on these grounds, the work on the 
gas ring concept and the gas-to-Power initiative, has been 
intensified. The Ring concept would allow gas-to-gas compe-
tition and boost security of supply. the selection of TAP as a 
project to transport Shah Deniz II gas to Europe through the 
southern corridor and through the territory of one contract-
ing Party will have significant positive consequences on the 
Energy community gas ring and the region as a whole.

the TAP pipeline may also be expected to interlink with the 
planned Ionian Adriatic Pipeline (IAP), which will further con-
nect three contracting Parties. 

in the end, the market fundamentals have yet to materialise 
to allow customers to reap the potential benefits of regional 
markets. in order to achieve real progress, more intense work 
by all contracting Parties is required to enable the creation of 
liquid national gas markets, under harmonised rules, which 
would be able to be integrated at regional level.
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3.3.2 alBania

a. the gas sector in albania 

there is still no gas market in albania. However, some pro-
duction is still taking place on a small scale. in 2011, natural 
gas production was as low as 16 mcm, which was consumed 
by albania’s industry sector, i.e. for technological purposes 
(oil production and refining). The share of natural gas in total 
final energy consumption was 0.05% in 2011. The existing 
but outdated pipeline network has a length of 498 km. these 
pipelines were used in the past, when albania enjoyed a rel-
atively high level of gas production, mainly for connecting 
the gas fields with industrial consumers located in Fier, Vlora, 
Elbasan, and Durres. today, the pipelines are out of opera-
tion and need rehabilitation; parts of the network need to be 
totally substituted. nevertheless, the pipeline corridors might 
be used for future gas transmission and distribution network 
development options.

Albania’s long lasting strategic commitment towards gasifi-
cation became more concrete during the reporting period, 
both related to the Trans Adriatic Pipeline (TAP) and the Ionian 
Adriatic Pipeline (IAP) project which will link albania to more 
developed gas markets (italy, greece and croatia). other 
possible new sources of gas supply are an lng terminal on 
the albanian coast and potential new domestic wells. alba-
nia also has several suitable gas storage sites including a salt 
dome in Dumrea and the depleted Divjaka gas field.

the 2013 Energy community “study on the implementation 
of the new regulation (Eu) 994/2010 concerning measures to 
safeguard security of gas supply in the Energy community” 
asserts that the natural gas consumption of albania will grow 
up to 414 mcm/y in 2020 and to 2.27 bcm/y in 2030.

b. Progress made in 2012/2013 

the albanian institutions were particularly committed in the 
reporting period to promoting the realisation of new pipeline 
projects bringing gas to albania. in this context, the albanian 
regulatory’s (ErE) successful cooperation with the regulatory 
authorities of italy and greece as well as with the secretar-
iat and the European commission was a milestone for the 
Energy community. in march 2013, ErE adopted a decision 
to grant exemptions to the TAP project from certain require-
ments of the gas acquis, such as unbundling, third-party ac-
cess and tariff regulation. the decision was jointly developed 
with the regulators of italy, and greece. the secretariat gave 
its opinion on ErE’s decision on 14 may 2013. Despite the 
fact that albania (unlike italy and greece) is not yet bound by 

the provisions of the third Package, the secretariat consid-
ered an assessment based on article 36 of Directive 2009/73/
EC legally justified. The Secretariat’s Opinion in particular calls 
for the construction of exit point(s) in albania and additional 
measures ensuring non-discriminatory treatment and increas-
ing transparency, as well as measures preventing the mo-
nopolization of the future gas market in albania. the overall 
impact of TAP on competition and security of supply in the 
country was considered to be very positive: With an exit point 
expected to be built in albania, customers can be supplied 
with both gas and electricity generated from gas, which at 
present is not the case.

in the reporting period ErE issued a gas transmission and a 
gas distribution licence to the albanian oil and gas company, 
Albpetrol has yet to fulfil all legal requirements for operating 
as tso. the secretariat is not aware that any related activities 
have already been initiated. other interested companies, if 
any, may also apply for a gas transmission license.

the ministry of Economy, trade and Energy, on behalf of 
the albanian government, signed two memoranda of un-
derstanding with two TAP shareholders - AXPO and EON/
Ruhrgas – on gas deliveries to the albanian market. under a 
separate gas market Development commitment agreement, 
TAP will also invest in necessary technical facilities at a single 
agreed upon exit point, but subject to conditions such as the 
existence of a certain minimum level of demand and a net-
work capable to take over the gas quantities. Furthermore, 
TAP committed to provide assistance to the albanian govern-
ment by creating a national gas master Plan.

During the reporting period, albania has also been deeply 
involved in work on the on-going feasibility study for IAP. the 
study produced various reports of relevance for albania: mar-
ket analysis report, draft technical study, route investigation 
and pipeline dimensioning. However, the selection of an IAP 
route in albania and the IAP interconnection point with mon-
tenegro is still under discussion.

c. state of compliance 

Despite the lack of a gas market in real terms, the natural gas 
sector law in force since June 2008 – already transposes the 
main principles of Directive 2003/55/Ec and regulation (Ec) 
1775/2005 and represents a solid basis for Albania’s gasifica-
tion plans. missing provisions are highlighted below.

the state of compliance with the Energy community gas ac-

quis has not changed since the last reporting period. Further 
progress in the implementation of the acquis is, however, re-
quired on several shortcomings as outlined hereinafter. 

1. Authorisation procedures: the albanian legislation does 
not provide concrete procedures for authorizing the construc-
tion of natural gas facilities other than that they should be 
non-discriminatory and transparent. Despite this legislative 
shortcoming, a licensing act, developed in cooperation with 
the secretariat, is in place. Direct lines need to be approved by 
the government, which violates the transparency, objective 
and non discriminatory criteria from article 24 of Directive 
2003/55/EC, as the criteria for such approval are not defined.

2. Unbundling: the law stipulates that tso shall be un-
bundled. However, in order to ensure independence of the 
tso, the minimum criteria stipulated in article 9 of Direc-
tive 2003/55/Ec were not transposed. the requirements for 
compliance programmes have not yet been established. the 
accounts for tariff and eligible customers supply are not sepa-
rated and auditing provisions are missing. Albpetrol, which is 
responsible for limited production of gas in albania as depict-
ed before, is licenced as a tso and a Dso. to the secretariat’s 
knowledge, this company has not been unbundled. 

3. Third party access: access to upstream pipelines is not 
addressed in legislation. the law stipulates only the right of 
producers (to supply one or more eligible customers), but 
does not impose on them the obligation to provide access to 
third parties (article 20 of Directive 2003/55/Ec). ErE ceased 
to work on drafting tariff methodologies due to a shift in 
priorities during 2011 and 2012. the exemption provisions 
are compliant with Directive 2003/55/Ec. However, the most 
serious shortcoming of the law is the different treatment of 
national and cross-border (transit) gas transmission, which is 
contrary to Directive 2003/55/Ec.

4. Market opening and eligibility: Deadlines for market 
opening have not yet been established. instead of grant-
ing the eligibility status to all non-household customers as 
required by the acquis, eligibility is in non-compliance with 
Directive 2003/55/Ec, because it defers market opening by 
reference to additional criteria, i.e. limiting it to „(i) final cus-
tomers that consume during a year more than an amount 

of natural gas as defined by the ERE or (ii) plants consuming 
natural gas for generation of electricity; (iii) plants consuming 
natural gas for the combined production of electricity and 
heat”.

Eligible customers still enjoy the status of tariff customers 
without any exception. although without any practical effect 
at the moment, this situation needs to be remedied. Further-
more, the roles of public suppliers and suppliers of last resort 
are not clearly distinct.

5. Third party access services, capacity allocation mech-
anisms, congestion management procedures and bal-
ancing rules: the majority of the provisions of regulation 
(Ec) 1775/2005 have been transposed into primary legisla-
tion, including those related to third party access services, 
balancing, congestion management, capacity allocation, and 
some transparency requirements in principal terms. the miss-
ing provisions relate to specific third party access services. 
However, this transposition only provides a general legal basis 
upon which more detailed secondary rules need to be devel-
oped and adopted in the future. as regards the transmission 
system operation tasks, the procurement of energy needed to 
carry out the operator’s functions according to transparent, 
market-based procedures is not ensured.

6. Security of supply: The Energy Law defines standards and 
measures for security of gas supply along with the key institu-
tions and market players. ErE is responsible for monitoring 
security of gas supply while the ministry of Economy, trade 
and Energy is responsible for monitoring and elaborating 
future estimations between supply and demand on the gas 
market, planning of gas system development and proposing 
and imposing measures in case of crisis to the gas market 
participants. the government is in charge of approving a 
regulation on security of natural gas supply that should de-
fine measures for securing a reliable and efficient gas supply. 
although required by law, such regulation is currently not 
in place. the following requirements of Directive 2004/67/
Ec are transposed: reporting; national emergency measures; 
mechanisms in case of major disruption which surpasses na-
tional level. On the other hand, definition of minimum secu-
rity of supply standards and protected customers as well as a 
list of instruments for security of gas supply is missing.
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d. conclusions and Priorities 

it is important for albania now to keep the momentum after 
the selection of the TAP project by the Shah Deniz II consor-
tium in June 2013 and to intensify the efforts required for 
smart gasification. This would require a strategic approach 
to market development and infrastructure-building, which is 
currently missing. 

in legislative terms, albania should transpose the missing pro-

visions of the acquis into the legal and regulatory framework 
and increase the institutional capacities of ErE. together with 
this, transposition of the third Package should start in albania 
with high priority through amendments to the gas law. 

Finally, ErE should restart developing procedures on tariff 
methodologies development as soon as possible in order to 
further foster gas market development. a market model de-
fining the roles and responsibilities of the different market 
players should be developed in support.

CUSTOMER PROTECTION 

a notion of vulnerable customer does not exist in the gas sector. Procedures for customer switching have not been adopted. 
customer protection is not implemented in line with the third Package requirements.

Implementation of the Third Energy Package

up to now, albania has neither performed a gap analysis between the present legal framework and the requirements of 
the third Package nor drafted an action plan for the latter’s implementation in the area of gas. in the case of albania, the 
full and timely transposition of the third Package in gas is of particular importance, as it is a precondition for the exemption 
granted to the TAP pipeline project. 

UNBUNDLING

according to Directive 2009/73/Ec, as adapted by the ministerial council, new transmission systems, in particular where 
transmission system operation did not belong to an existing vertically integrated undertaking on 6 october 2011, will have to 
transpose and apply the ownership unbundling regime. the country’s only gas transmission system operator, Albpetrol, which 
holds licences for electricity trade and performs the production of gas, has not been unbundled under the ownership option.

REGULATORY AUTHORITY

although albania’s regulator has had already the opportunity to execute some of the tasks stipulated in the third Energy 
Package, the present status and competences of ErE is not in line with the majority provisions on the regulators in the third 
Energy Package. 
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3.3.3 Bosnia anD HErzEgoVina

2011 2012

Natural Gas Production [Bcm] 0 0

Imports Flows [Bcm] 0.277 0.254

Exports Flows [Bcm] 0 0

Interconnectors’capacity [Bcm] 0.75 0.75

Storage working capacity [Bcm] 0 0

Length of Transmission Network [km] 200 200

Length of Distribution Network [km] 1,510 1,510

Natural Gas Customers

total 69,598 69,787

out of which:

non-households
rs: 376

FBiH: n/a
rs: 407

FBiH: n/a

Eligible according to  
national legislation

rs: 376
FBiH: n/a

rs: 407
FBiH: n/a

active eligible customers
rs: 376

FBiH: n/a
rs: 407

FBiH: n/a

Households
rs: 3,382
FBiH: n/a

rs: 3,980
FBiH: n/a

Natural Gas Consumption [Bcm] 0.282830 0.259736

Consumption Structure [%]

Energy transformation 
0 0

18.84 17.29

industry and commercial customers 60.83 60.90

Households 20.33 21.81

sources: ministry of Energy, mining and industry of Federation of Bosnia and Herzegovina and ministry of Economy, Energy and Development, republika srpska

a. the gas sector in Bosnia and Herzegovina 

Bosnia and Herzegovina does not have its own sources of 
natural gas. supply is exclusively based on import. For the 
time being, gas only arrives from one source (russia) pass-
ing through ukraine, Hungary and serbia, entering in zvornik, 
transported via Kladanj to sarajevo and ending in zenica.

the role of natural gas in the economy is still limited due to 
an insufficient network. Bosnia and Herzegovina’s total gas 
demand added up to 280 mcm in 2011. according to the 
Energy community study on the implementation of the new 
regulation (Eu) 994/2010, gas demand can reach 902 mcm 
in 2020, growing to 1.585 bcm in 2030.

the gas market involves several key companies: in the Fed-
eration of Bosnia and Herzegovina, BH Gas, a fully bundled 
company, exclusively performs both supply and transmission 
system operation.

Gas Promet a.d. Istocno Sarajevo-Pale was designated by 
government Decree in 2007 as republika srpska’s trans-
mission system operator. Gas Promet also holds a trading 
and supply license (without, however, currently supplying 
gas) and is owner of the smaller part of the existing trans-
mission grid. Sarajevogas a.d.-Istocno Sarajevo is the owner 

of a bigger part of the existing transmission network in re-
publika srpska and has been licensed as an operator (“gas 
transporter”), retail supplier and distribution system operator. 
gas supply in republika srpska is carried out in practice by 
three companies, two of which are licensed for trading and 
supply as well as supply of tariff customers within republika 
srpska only, namely Sarajevo-gas a.d. Istocno Sarajevo and 
A.D. Zvornik Stan, zvornik. the third and biggest supplier of 
natural gas (also) in republika srpska is BH Gas, accounting 
for more than 90% of the market.

Republika Srpska has developed an ambitious gasification 
strategy: the government established Gas RES. Banja Luka 
in 2012 with the aim of developing a branch pipeline of the 
South Stream project in republika srpska, connecting to the 
trunk pipeline in serbia. the company Bijeljina gas a.d. Bijelji-
na holds a concession for construction of the transport line 
sepak – Bijeljina. 

in the absence of state-level legislation on gas in the coun-
try, a regulatory authority in charge of gas has not been es-
tablished at state-level. it is also missing in the Federation of 
Bosnia and Herzegovina. in republika srpska, the regulatory 
commission for Energy has jurisdiction over the gas sector, 
while in the Federation of Bosnia and Herzegovina the regula-
tory duties are exercised by the responsible ministry.
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Import flow 
from Serbia

Bosnia and Herzegovina’s Gas Market Scheme

Involvement in South Stream 
Project in Republika Srpska
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TRANSPORTER

TRANSPORTER

Energy flow Commercial relation

Source: Energy Community Secretariat

b. Progress made in 2012/2013 

little progress has been achieved as a reaction to the secre-
tariat’s enforcement action in case Ecs-8/11. in response to 
the Secretariat’s findings, both Republika Srpska and the Fed-
eration developed new legal acts. republika srpska adopted 
amendments to the gas law in January 2013. the Federation 
of Bosnia and Herzegovina drafted a Gas Law for the first 
time since the treaty was signed. the draft law was adopted 
by the government on 15 may and has been forwarded to 
the Parliament. it has not been yet discussed in the respon-
sible Parliamentary committee. 

republika srpska also adopted a law on Pipeline transport 
of gaseous and liquid carbohydrates and Distribution of 
gaseous carbohydrates in 2012. it stipulates the conditions 
for safe and seamless transport of hydrocarbons (gas, oil, oil 
products). the law thus transposes the provisions of Direc-
tive 2003/55/Ec related to technical rules, namely technical 
safety criteria – and numerous criteria for construction and 
operation of natural gas facilities (as required under article 4 
of the Directive).

these attempts to bring the gas sectors of the two entities 
in compliance with the Energy community acquis have, nev-
ertheless, failed ultimately. Firstly, the amendments to the 
gas law in republika srpska addressed a part of the non-
compliance issues as identified, and practical implementation 

is missing. secondly, the Federation’s pre-draft is incomplete, 
ambiguous and in itself not compliant with the Directive.

as regards progress in infrastructure investments, the Federa-
tion of Bosnia and Herzegovina has continued its active par-
ticipation in the Ionian Adriatic Pipeline (IAP) project, as well 
as in the southern interconnection with the neighbouring 
croatian gas system project. on the other hand, republika 
srpska is considering a new interconnector to the serbian gas 
system as a branch of the South Stream project. the construc-
tion of the zenica - travnik Pipeline is progressing, as well as 
construction of the distribution network in Bijeljina and its 
connection to the transport grid. 

c. state of compliance 

Bosnia and Herzegovina never adopted gas legislation at 
state-level with the purpose and effect of transposing Direc-
tive 2003/55/Ec. legislation governing the gas sector is, how-
ever, found on the level of the two constitutional entities, 
republika srpska and Federation of Bosnia and Herzegovina. 
They are not coherent with each other, leave significant lacu-
nae and contain a number of non-compliances.

in 2011, the secretariat started to address the manifold is-
sues of non-compliance in the gas sector of Bosnia and Her-
zegovina through enforcement action. Following the open-
ing letter sent in 2011, the secretariat in 2013 submitted 

a reasoned opinion to Bosnia and Herzegovina and subse-
quently a reasoned request to the ministerial council. the 
Reasoned Request identifies several non-compliance issues 
of Bosnia and Herzegovina with the treaty such as the lack 
of regulatory authorities for gas in the Federation of Bosnia 
and Herzegovina and at state-level; the lack of proper legal, 
functional and account unbundling in both entities, the lack 
of properly set and published network tariffs, issues related to 
exemptions for new infrastructure in the Federation, the lack 
of market opening the Federation in line with the deadlines 
set in Directive 2003/55/Ec as well as different treatment of 
national and cross border transmission. the case as well as 
the following analysis is based on the entity’s legislation in 
force.

1. Authorisation procedures: in republika srpska, licenses 
are issued by rErs according to this entity’s law on gas and 
the rulebook on licensing. the procedure for receiving a con-
cession to perform distribution activity is described by the law 
on concession. For the development of new transmission 
networks in republika srpska by a company other than the 
existing operator, a concession of 30 years may be issued. the 
law on Pipeline transport of gaseous and liquid carbohy-
drates and Distribution of gaseous carbohydrates stipulates 
a number of necessary technical conditions for the purpose of 
constructing and operating a gas facility safely. the law re-
quires the ministry to adopt a set of secondary acts, which has 
not been yet done, to the secretariat’s knowledge. at pres-
ent, the law’s provisions on technical safety criteria (article 6) 
and on authorisation criteria for construction and operation 
of natural gas facilities authorisation procedures (article 4) of 
Directive 2003/55/Ec are objective, non-discriminatory and in 
compliance with the acquis. 

in the Federation of Bosnia and Herzegovina, the Decree on 
Organisation and Regulation of the Gas Sector defines the 
required licenses only generally and without criteria and pro-
cedures, which is not in compliance with Directive 2003/55/
Ec. the relevant competences are exercised by the Federal 
ministry of Energy, mining and industry. the Decree also re-
quires a concession for distribution. 

2. The legal and functional unbundling requirements are 
not fulfilled by Bosnia and Herzegovina. In Republika Srpska: 
the 2013 amendments to the law on gas transposed provi-
sions for legal and functional unbundling, though these have 
not been implemented in practice. Both Gas Promet and 
Sarajevo-gas a.d. Istocno Sarajevo continue to hold licenses 
for transmission system operation as well as for trading and 
supply. While Gas Promet does not exercise supply activities 
in praxis, Sarajevo-gas a.d. Istocno Sarajevo carries out both 
supply and transmission functions. in both companies, the 
managers of the transmission sectors are at the same time 
members of the Board of Directors and thus participate in 
the company structures for the supply activities. no measures 
have been taken to ensure that these persons act indepen-
dently for both activities. compliance programs are not in 

place in either company.

in the Federation of Bosnia and Herzegovina: the gas De-
cree requires legal unbundling from supply for all system 
operators; an exception stipulated by the Decree expired in 
november 2012 but was prolonged through a loan agree-
ment between BH Gas and EBRD until 31 December 2014. 
this deadline is not in line with the treaty’s. as regards func-
tional unbundling, BH Gas’ company structure allows for all 
its activities to be performed in a unified organizational and 
management format.

3. Third party access tariffs and exemptions are also not 
properly implemented in Bosnia and Herzegovina. in repub-
lika srpska, systems operators are obliged to enable non-
discriminatory and transparent access to the system. the 
amended law on gas vests the regulator with the compe-
tence to develop methodologies for calculation of grid fees. 
Based on this tariff system, charges are to be determined by 
the respective operators. the tariffs are published. However, 
so far only distribution tariffs and prices for supply of tariff 
customers have been put into force, whereas transmission 
tariffs are far from being applied. that being said, in april 
2013 the introduction of a transmission tariff for a spur pipe-
line Karakaj zvornik was adopted. the amended law trans-
posed provisions on third party access exemptions for new 
infrastructure in line with Directive 2003/55/Ec.

in the Federation of Bosnia and Herzegovina system opera-
tors are obliged to ensure efficient and non-discriminatory 
access to the grid. However, the Federal ministry of Energy, 
mining and industry (in the absence of a regulatory author-
ity) decides on a case-by-case basis whether access should 
be provided in a regulated or negotiated manner, which is a 
severe violation of both Directive 2003/55/Ec and regulation 
(Ec) 1775/2005. the draft law does not remedy the situation 
as it leaves it for the jurisdiction of a future state regulatory 
authority, on which there is no consensus among the entities. 
in practice, the “bundled” prices for transmission and supply 
are set by that entity’s ministry, for the vertically integrated 
BH Gas, and the cantonal ministry sets prices for distribution 
and supply, in both cases upon the companies’ proposals. 
at this point in time, neither separate network tariffs for gas 
transmission and distribution nor the methodology for their 
calculation have been adopted, published or applied in the 
Federation of Bosnia and Herzegovina.

the Decree provides that third party access exemption deci-
sions shall be issued by the ministry, thus failing to involve a 
regulatory authority which is mandatory in such a decision. 
Furthermore, it does not provide for a reasoning and publica-
tion of such a decision, as required by Directive 2003/55/Ec.

4. in terms of market opening and eligibility, republika 
srpska has transposed the treaty’s requirements within the 
deadlines. However, rules on supplier switching are not in 
place nor has any customer ever switched gas supplier.
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in the Federation of Bosnia and Herzegovina, the gas market 
is entirely captive. as well as not exercising the eligibility right 
in praxi, the Federation did not even properly transpose it. the 
Decree on gas of the Federation of Bosnia and Herzegovina 
is in non-compliance with Directive 2003/55/Ec on market 
opening. it defers market opening and links it to uncertain 
events in the future, namely the setting up of a regulatory 
authority and the adoption of secondary legislation by the lat-
ter. It also defines eligibility status by reference to additional 
criteria, i.e. limiting it to „a customer that uses gas for gener-
ation of electricity, regardless of quantity of yearly consump-
tion and within the limits for gas quantities intended for such 
use“ or (ii) an „end customer that used more than 150 million 
m3 of gas in the past calendar year“. Finally, the extension of 
the reciprocity requirement for eligibility to transactions with 
a foreign supplier, as well as to inner-Bosnian situations vio-
lates the reciprocity option in the Directive 2003/55/Ec in the 
secretariat’s view.

5. Third party access services, capacity allocation mech-
anisms, congestion management procedures and bal-
ancing rules: in republika srpska, a rulebook on the opera-
tion of natural gas transmission was adopted by Gas Promet 
Pale and approved by rErs in 2010. it mainly covers technical 
rules and some basic principles of capacity allocation and bal-
ancing. Third party access services are offered only as firm 
services and only for a year ahead. capacity allocation has 
been defined for each entry and exit point, using the principle 
of “first come, first serve”. 

Bosnia and Herzegovina, besides linepack, does not have flex-
ible sources of gas for balancing. the practice in republika 
srpska also fails to make any calculation methodology for 
imbalance charges as well as the final tariffs public. Transpar-
ency provisions required are only implemented to a limited 
extent. Gas Promet publishes capacities and access rules for 
the next year.

none of the provisions of regulation (Ec) 1775/2005 have 
been transposed, let alone implemented, in the Federation of 
Bosnia and Herzegovina.

6. Security of gas supply in republika srpska, a Decree 
on security of supply and Delivery of natural gas (2011) 
transposed key elements of Directive 2004/67/Ec such as 
the definition of protected customers, the definition of roles 
and responsibilities of different gas market players, a list of 
measures and responsibilities in case of emergency as well as 
the scope of reporting and cooperation with the neighbours. 
However, relevant definitions of supply standards and major 
supply disruption are missing.

in the Federation of Bosnia and Herzegovina: the gas Decree 
provides a definition of protected customers and of the roles 
and responsibilities of different gas market players. However, 
a list of measures and responsibilities in case of emergency, 
the scope of reporting and cooperation with the neighbours 
as well as definitions of supply standards and major supply 
disruption are missing.

CUSTOMER PROTECTION 

There is no single definition of vulnerable customers at the national level. However, there are customer categories protected 
with respect to energy usage in the canton of sarajevo. this is too broad to comply with the notion of vulnerability. cus-
tomer protection has not been ensured within the meaning of the third Energy Package.

Implementation of the Third Energy Package

upon Bosnia and Herzegovina’s request, the secretariat made a gap analysis between the current situation and the third 
Package requirements in the gas sector. the third Energy Package has factually not been transposed at all. its implementa-
tion will face severe obstacles in all relevant aspects of the gas market regulations.

UNBUNDLING

Bosnia and Herzegovina’s tsos are not unbundled in the sense of the third Energy Package. namely, Gas Promet, BH Gas 
and Sarajevo-gas a.d. Istocno Sarajevo continue to hold licenses for transmission system operation as well as for trading and 
supply. These undertakings’ structure allows for all their activities to be performed in a unified organizational and manage-
ment format.

REGULATORY AUTHORITY

Bosnia and Herzegovina failed to establish regulatory authorities mandated with powers in the gas sector on the entire terri-
tory of the country. in the absence of a regulator at state-level at present, it will be impossible for Bosnia to designate a single 
regulatory authority at this level, as required by Directive 2009/73/Ec.

d. conclusions and Priorities 

Bosnia and Herzegovina is lagging behind all the other con-
tracting Parties, including the newcomers. it has proved im-
possible for the authorities to agree on an approach capa-
ble of achieving effective implementation. investments, the 
opening of markets, and infrastructure developments suffer 
from this lack of an appropriate legal framework. the non-
compliance issues as addressed in the reasoned request 
need to be taken seriously by the country. the absolute pri-
ority is to remedy the situation in the gas market in Bosnia 
and Herzegovina without any delay. the secretariat is willing 
to continue its assistance to Bosnia and Herzegovina and its 
entities in this process. 

as is the case for all contracting Parties, timely transposition 
of the third Energy Package provisions must be a key priority 
for Bosnia and Herzegovina. this requires a state-level gas 
law on which political consensus needs to be found within 
the immediate future. otherwise the deadline of 1 January 
2015 will clearly be missed.
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3.3.4 croatia

2011 2012

Natural Gas Production [Bcm]* 2.115 1.803

Imports Flows [Bcm] 0.874 1.129

Exports Flows [Bcm] - -

Interconnectors’capacity [Bcm] 5.343 / 0 5.343 / 0

Storage working capacity [Bcm] 0.553 0,553

Length of Transmission Network [km] 2,511 2,530

Length of Distribution Network [km] 18,123 18,368

Natural Gas Customers

total 643,618 647,996

out of which:

non-households 53,801 53,537

Eligible according to  
national legislation

643,618 647,996

active eligible customers** 53,801 53,537

Households 589,817 594,459

Natural Gas Consumption [Bcm] 3.053 2.747

Consumption Structure [%]

Energy transformation 
not available not available

not available not available

industry and commercial customers*** not available not available

Households 24 24

* includes natural gas quantities being supplied at the market
** includes customers who are currently being supplied under market conditions (current switching rates are minimal)
*** determined by deducting percantages of other categories from 100
source: HEra

a. the gas sector in croatia 

croatia has a long-lasting tradition of gas production and a 
relatively low import dependency ratio in European compari-
son. croatia’s demand totalled 3.090 bcm in 2011. the share 
of domestic production was 70.7%, imports from italy ac-
counted for 27.7% and the rest was supplied from various 
sources. according to the Energy community study on the 
implementation of regulation (Eu) 994/2010, consumption 
is likely to increase to 4.670 bcm in 2020 and to 5.958 bcm 
in 2030.

the main natural gas producer in croatia is Industrija nafte 
(INA). natural gas is produced on 17 on-shore and nine off-
shore gas fields in the Adriatic. The latter account for more 
than half of total gas production.

Plinacro is the state-owned transmission system operator, 
which owns and operates the whole transmission system in 
croatia. the natural gas transmission system comprises 2,511 
km of pipelines. the transmission system has ten entry points 
- eight from the production sites and two entries at the inter-
connections with slovenia and Hungary - as well as 193 exit 
points.

Podzemno skladiste plina (PSP) is a storage system operator 
and owns the underground gas storage okoli with a capacity 

of 553 mcm. PSP is owned by Plinacro at 100%. 

croatia’s gas market comprises a relatively large number 
of active participants, namely 54 suppliers and one trader. 
Distribution of gas is performed by 36 Dsos. 13 Dsos have 
unbundled their supply and distribution operations. they per-
form distribution activity in a separate legal entity. the other 
23 Dsos are vertically integrated undertakings (perform both 
supply and distribution activities), having less than 100,000 
customers. Established by the gas market law, Hrvatski Op-
erator Trzista Energije (HROTE) is responsible for the gas mar-
ket organisation as a public service.

at present, a procurement entity Prirodni Plin, purchases both 
domestically produced gas (from INA) and imports gas from 
various sources. Prirodni Plin is a 100% subsidiary of INA and 
is thus controlled by the incumbent gas supplier dominating 
the wholesale market. in turn, the suppliers in croatia pur-
chase gas from Prirodni Plin. this company signed a contract 
on gas imports with italy’s ENI for the period 1 January 2011 
- 31 December 2013. according to the new gas market law, 
Prirodni Plin has been transformed from a procurement entity 
to a “supplier of public suppliers” and will cease to exist on 
31 march 2014 in its capacity as a procurement entity.

Besides a new package of primary legislation (as will be de-
scribed below), the gas sector in croatia is regulated by the 
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Source: Energy Community Secretariat

secondary legislation which requires updating. this comprises 
the rulebook on the organization of the natural gas market, 
the network code for the transmission system, the network 
code for the Distribution system, the rules for gas storage, 
the general terms and conditions for natural gas supply, the 

regulation on security of natural gas supply, the tariff sys-
tem for Distribution of natural gas, the tariff system for nat-
ural gas supply with the Exception of Eligible customers, the 
tariff system for natural gas storage and the tariff system 
for natural gas transport.

b. Progress made in 2012/2013 

During the reporting period, croatia adopted a package of 
new energy legislation, including the Energy law, the law 
on the regulation of Energy activities in 2012, as well as the 
gas market law in February 2013. the latter is intended to 
transpose Directive 2009/73/Ec. the secretariat was involved 
in the drafting of the gas market law. the law abolished 
some barriers to market opening and endorsed competi-
tion, for example, it removed the price cap for gas supplies 
to eligible customers. this was originally intended to favour 
domestic industry but became regular government practice. 
as a consequence all public suppliers used to purchase gas 
at prices regulated by the government from the procure-
ment entity Prirodni Plin, thus making the opening of the gas 
market pure fiction. By abandoning this model, Croatia cre-
ated a level playing field for all participants. Regulations (EC) 
715/2009 and (Ec) 994/2010 (on security of gas supply) will 
not be transposed in croatia on account of their direct effect 
under Eu law. 

Plinacro filed a certification request to HERA as required by 
the law. the request is currently being analysed by HERA. 

Plinacro also submitted to HEra its next ten-year network 
Development Plan (2013 - 2022) for approval. During the re-
porting period, Plinacro finalised the implementation of its 
previous ten-year network Development Plan by putting into 
operation the transmission pipeline Benkovac-split, which al-
lows the gasification of the three regions Zadarski, Sibenski 
and splitsko-dalmatinski.

Following a complaint by a new entrant to the secretariat in 
2012 alleging that the distribution tariff methodology fails to 
properly take into account the costs of greenfield projects, 
HERA made significant efforts to remedy the situation. In par-
ticular, HERA finalized the new distribution system gas tariff 
methodology which will rectify the shortcomings of the previ-
ous one and enable greenfield investments in the gas distri-
bution sector to be economically viable.

c. state of compliance 

Despite croatia’s overall satisfactory compliance with the ac-
quis, including the third Package, some barriers to competi-
tion and the entry of new market players remain even after 
entry into force of the legislative package adopted in 2012/13. 
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The practical implementation and efficient functioning of the 
gas market remains to be seen in its full potential.

1. the rules on authorisation and tendering have been 
transposed in line with Directive 2003/55/Ec (and 2009/73/
Ec). What remains critical in this context is that the tso is 
charged, as part of the ten-year network Development Plan, 
with the tasks such as performing feasibility studies for the fa-
cilities which are not part of its transmission system and thus 
beyond its responsibility, namely production of gas and lng.

2. as for the unbundling requirements, Plinacro has been 
legally and functionally unbundled in line with Directive 
2003/55/Ec since 2002. Gradska Plinara Zagreb, a Dso serv-
ing more than 100,000 customers, is legally unbundled, as 
well as the other 12 Dsos who serve less than 100,000 cus-
tomers. 

3. Third-party access is a legal right developed and sup-
ported by secondary regulation. the secretariat supported 
the adoption of investment- and greenfield-project-friendly 
distribution tariffs. HERA announced that new tariffs will be 
applied from 1 January 2014 based on the new gas law. 

4. Market opening, eligibility and supplier switching: 
the gas law stipulates that all customers are eligible to switch 
suppliers. the practical level of supplier switching, however, 
remained close to zero. 

several concerns remain. Firstly, INA has been placed under 
an obligation to offer its domestic production primarily to 
suppliers licenced to supply croatia’s customers. this provi-
sion is a discriminatory restriction of the free movement of 
goods. as the price of the gas quantities offered will not be 
regulated, it is also unclear what purpose this priority rule 
fulfils. In order to justify this provision as for legitimate rea-
sons the public service obligations in question must be clearly 
defined and fulfil the criteria of Article 106(2) TFEU, including 
proportionality.

secondly, the gas law stipulates that the government will 

appoint suppliers with public service obligations and suppliers 
of last resorts upon HERA’s opinion, without tendering proce-
dure. However, government acceptance of HERA’s opinion, 
based on its view on the functioning of the market, is not 
mandatory nor is this appointment procedure performed ac-
cording to transparent, non-discriminatory and verifiable cri-
teria

5. Capacity allocation and congestion management pro-
cedures, as well as the balancing rules, have been implement-
ed already under the previous law. the relevant codes and 
acts of secondary legislation are in line with the gas acquis 
of the second Package. in practice, Plinacro offers both short 
and long term capacities as well as both firm and interruptible 
capacities on all its entry and exit points. capacity is allocated 
pro rata. However, at present, only one shipper, Prirodni Plin, 
has contracted 100% of the capacities at the entry points. 
interruptible use-it-or-lose-it principle and the secondary mar-
ket are used as congestion management methods. 

the balancing regime is currently not market-based, which 
is in compliance with the second Package, but not with the 
third Energy Package. this is expected to change after 30 
march 2014. until then, balancing groups do not pay for bal-
ancing energy but only overrun charges (penalties) for the 
quantities exceeding a certain tolerance level. as regards 
transparency, Plinacro is publishing detailed information re-
garding its services offered and the relevant conditions and 
technical information necessary to access the network. it also 
publishes information on technical, contracted and available 
capacities for all relevant points on a regular basis.

6. Security of supply: Directive 2004/67/Ec has been imple-
mented by the government’s regulation on security of natu-
ral Gas Supply, which defines measures to ensure safe and 
efficient supply of natural gas, standards and ways of deter-
mining sufficient quantities of natural gas for secure supply 
to protected customers, emergency measures, and reporting 
of gas suppliers on security of natural gas supplies. the only 
missing element is a community mechanism in case of major 
international supply disruption.

d. conclusions and Priorities 

croatia transposed the third Package by adopting the set 
of new energy laws in 2012 and 2013. It also fulfilled the 
majority of the recommendations made by the secretariat 
and improved its market model. in the upcoming months, it 

should abandon unjustified restrictions on free trade in gas 
and reconfigure the roles of public supplier and supplier of 
last resort, in particular the appointment procedure. it should 
also fully implement the new balancing regime and make 
sure that the practice of price caps is really discontinued. 

CUSTOMER PROTECTION 

Definitions, as well as rights of vulnerable and protected customers are defined in line with the Gas Directive and in particular 
its annex i. the law prescribes that a more detailed by-law on conditions of natural gas supply will be adopted by HERA by 
september 2013.

Implementation of the Third Energy Package

the third Energy Package was transposed in croatia by the Energy law, the law on the regulation of Energy activities and 
the gas market law.

UNBUNDLING

in terms of unbundling, the gas law transposes all the three options envisaged by Directive 2009/73/Ec. Plinacro is the 
operator and owner of the transmission system. it is owned and controlled entirely by the croatian state, the ministry of 
Economy. Prirodni Plin, the supplier with the dominant share in croatia’s market, is a member of INA group, 100% owned 
by INA. INA, which holds 100% of domestic production, is a joint stock company with the following ownership structure: 
47.26% MOL, Hungary; 44.83% state of croatia; 7.91% institutional & private investors. at present, one public body – the 
ministry of Economy exercises the ownership rights on behalf of croatia in transmission, production and supply of natural 
gas. thus, the unbundling in the context of the third Package is critical. Plinacro applied for certification to HERA, under the 
ownership unbundling model, on whose decision the European commission will have to issue an opinion.

gas | contracting PartiEs | croatia

REGULATORY AUTHORITY

croatia adopted the law on the regulation of Energy activities in 2012, which vested HERA with the appropriate regulatory 
powers according to the third Package.
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3.3.5 KosoVo*

a. the gas sector in Kosovo* 

a natural gas market does currently not exist in Kosovo*. a 
gas pipeline, interconnecting Kosovo* and (today’s) territory 
of former yugoslav republic of macedonia was in operation 
until 1986, supplying cement factories and district heating in 
Pristina as well as a steel plant in skopje, with town gas pro-
duced in obilic. the pipeline was designed for 25 bar opera-
tional pressure and a yearly capacity of 100-200 mcm. given 
that the pipeline has been out of operation for more than 20 
years, re-use of the pipeline would require thorough inspec-
tions along the entire route.

a general framework for the energy sector, including the 
role and competences of the regulatory authority, has been 
defined by the Law on Energy and the Law on the Energy 
regulator since 2010. among other issues, these laws aim at 
facilitating large scale energy investment projects and enable 
smoother implementation of the gasification plans, including 
connections with existing and new regional pipelines. Direc-
tive 2003/55/Ec was transposed by the law on natural gas in 
2009 which created the basis for gas market development as 
well as for the development of relevant secondary legislation. 

according to the Energy community’s study on the imple-
mentation of regulation (Eu) 994/2010, gas demand in Koso-
vo* might be at 67 mcm in 2020 and grow to 581 mcm in 
2030.

b. Progress made in 2012/2013 

since the law on natural gas entered into force in 2009, 
there has been no further development on the legislative side 
or on the capacity building of relevant institutions. But Koso-
vo* expressed its general willingness to participate in regional 
projects, such as the gas ring and the related gas-to-Power 
initiative, which was demonstrated through participation by 
the representatives of the responsible ministry in the relevant 
meetings and by data submitted when requested.

c. state of compliance 

the state of compliance with the Energy community gas 
acquis has not changed during the last three years: Direc-
tive 2003/55/Ec was transposed fairly well into national leg-
islation in 2009. transposition of Directive 2004/67/Ec and 
regulation (Ec)1775/2005 is, however, still pending. this lack 
of implementation has to be considered in the context of the 
absence of a gas market in Kosovo*. in principle, the existing 

basic legal framework for gas enables Kosovo* to participate 
in the development of the regional gas network and develop 
a domestic gas market. However, the successful creation of 
competitive market structures will require full compliance 
with the acquis at a later stage.

1. Authorisation criteria: construction and operation of 
new gas transmission and distribution networks, and direct 
pipelines for supply of wholesale customers require an 
authorisation procedure by the regulator. Energy undertakings 
performing the activities of transmission, distribution, storage 
and supply of natural gas are obliged to have a license. the 
conditions and procedure for licensing have been defined 
in compliance with Directive 2003/55/Ec by the law on the 
Energy regulator.

2. Unbundling: the law on natural gas prescribes 
unbundling criteria in line with Directive 2003/55/Ec for all 
system operators, without exemption for distribution with 
less than 100,000 customers.

3. Third party access: to networks and storage is regulated 
pursuant to rules and tariffs approved by the regulatory 
authority. in the absence of a gas market, tariff systems have 
not yet been developed.

the possibility for exemption from third party access to new 
infrastructure has been defined in line with Directive 2003/55/
Ec, including communication of the exemption decision of 
the national regulator Energy Regulatory Office (ERO) to the 
European Commission. However, procedures for official com-
munication with the Energy community secretariat in the 
exemption process are not stipulated. Having in mind that 
the competences of the European commission are limited 
to European union member states, the approach chosen by 
Kosovo*, even if formally compliant, will not function in case 
of cross-border exemption decisions involving Eu member 
states and contracting Parties. the procedure needs to be 
reviewed in the context of implementing the third Energy 
Package.

4. Market opening, eligibility and supplier switching: 
The market model is legally defined in line with Directive 
2003/55/Ec. it allows for non-discriminatory and unlimited 
market access of entrants once an infrastructure is 
constructed. Eligibility is defined according to the Treaty: all 
non-households have been eligible since 1 January 2008, and 
households will be eligible from 1 January 2015. the prices 
for the public service obligations licensees will be regulated 
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in line with Directive 2003/55/Ec. still, all these provisions 
remain theoretical so far.

5. Third party access services, capacity allocation 
mechanisms, congestion management procedures 
and balancing rules: The Law on Gas defines general 
provisions with regard to capacity allocation, balancing and 
transparency for transmission system operators according to 
Directive 2003/55/Ec. regulation (Ec) 1775/2005 has not 

been transposed so far and it needs to be addressed before 
future development of a gas infrastructure.

6. Security of gas supply: the provisions of Directive 
2003/55/Ec relevant for security of supply - i.e. roles and 
responsibilities of different market players, monitoring and 
safeguarding measures - have been transposed adequately. 
Directive 2004/67/Ec which has not yet been transposed 
needs to be addressed before gas market development.

CUSTOMER PROTECTION 

A vulnerable customer is defined by the Law on Energy Regulator as a household consumer whose low level of income, ill-
health or disability qualifies him/her for protection or assistance. This is according to rules set by the regulator on the basis 
of guidance established by the Ministry of Labour and Social Welfare, and where a need for support was identified by the 
government. the law on Energy regulator requires further that any support has to be provided in a transparent manner, 
may not distort supply competition beyond what is necessary, and that subsidies are subject to state aid control. those basic 
principles can be further developed for the gas sector.

Implementation of the Third Energy Package

the time schedule for implementation of the third Energy Package submitted by Kosovo* foresees development of a first 
draft of amendments to the law on natural gas in the third quarter of 2013, a one year consultation period and submission 
to the Parliament in the third quarter of 2014.

UNBUNDLING

Kosovo* is among the contracting Parties without a gas market, and consequently no gas transmission system operator 
existed on 6 october 2011. under Directive 2009/73/Ec, as adapted by the ministerial council, it will have to follow the 
ownership unbundling regime.

d. conclusions and Priorities 

the existing basic legal framework for natural gas enables 
Kosovo* to participate in the development of the regional 
gas network and consequently, to develop its domestic gas 
market. 

nevertheless, further efforts will be required, relating mostly 
to capacity building for the gas sector, in both the Energy 

Regulatory Office and the Ministry. In the course of imple-
menting the third Package, a focus must be put on the tasks 
and competences of the regulator, as well as on its effective 
independence. the provisions of Directive 2004/67/Ec and 
Regulation (EC) 715/2009, as well as certification procedures 
for future transmission system operators should be developed 
well in advance of the first of gas flowing in and through 
Kosovo*.

REGULATORY AUTHORITY

The establishment, tasks and responsibilities of the Energy Regulatory Office have been defined by the Law on Energy, the 
law on Energy regulator and by the law on natural gas respectively for gas sector, imposing basic tasks and responsibili-
ties defined by Directive 2003/55/EC, within the scope of the gas market development, i.e. non existing gas market. In that 
context, implementing Directive 2009/73/Ec would be an additional challenge.
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3.3.6 FormEr yugoslaV 
rEPuBlic oF macEDonia

2011 2012

Natural Gas Production [Bcm] - -

Imports Flows [Bcm] 0.1358 0.1366

Exports Flows [Bcm] 0 0

Interconnectors’capacity [Bcm] 0.8 0.8

Storage working capacity [Bcm] 0 0

Length of Transmission Network [km] 165 165

Length of Distribution Network [km] 7.25 19.97

Natural Gas Customers [number]

total 32 38

out of which:

non-households 29 34

Eligible according to  
national legislation

3 4

active eligible customers 3 4

Households 0 0

Natural Gas Consumption [Bcm] 0.1358 0.1366

Consumption Structure [%]

Energy transformation 
17.10 49.85

39.85 21.17

industry and commercial customers 43.05 28.98

Households 0 0

source: Erc

a. the gas sector in former yugoslav republic of macedonia

the share of natural gas in total primary energy consump-
tion in former yugoslav republic of macedonia is rather low, 
at the level of 3-4%. In total figures, gas consumption was 
136.6 mcm in 2012 out of which 78% was used for electric-
ity and heat production and the rest by industrial custom-
ers. However, consumption is forecasted to increase to 1.069 
bcm in 2020 and 1.875 bcm in 2030 according to Energy 
community data.

gas market development in former yugoslav republic of 
macedonia started more than 20 years ago with a pipeline 
from the Bulgarian border to skopje, the only interconnec-
tor still in use today. this pipeline’s capacity of 0.8 bcm/y has 
never been reached, but could be extended to 1.2 bcm/y 
by adding a compressor station. actual consumption in the 
country remains rather limited at an average of 0.1 bcm/y. 
gas is consumed for heat and electricity production and by 
industry. Additional demand could be driven by new gas-fired 
power plants constructed in the last few years.

the country is fully dependent on gas imports from russia. it 
has no domestic production or proven reserves, and no un-
derground storage facility. the entire gas system includes 98 
km of transmission pipeline, one entry point, six main exit 

points with 41 delivery stations and more than 30 km of dis-
tribution network, developed recently. 

the gas market involves the transmission operator GAMA - a 
joint venture between the private company Makpetrol and 
the state -, the exclusive wholesale supplier Makpetrol and a 
licensed retail supplier for tariff customers, Prom Gas, Mak-
petrol’s daughter company. several other licensees for natural 
gas trading exist, but are not actually active on the market. 
Distribution activities have started for industrial and public 
buildings. there are three licensees for distribution system 
operation and retail supply, held by TIRZ, Kumanovogas and 
- since last year - Strumica Gas.

a 2010 feasibility study for natural gas transmission develop-
ment envisages further gasification by 2040 as well as the 
establishment of interconnectors with all neighbouring trans-
mission systems. concrete measures have, however, not been 
taken as far; the actual development of the system is still sub-
ject to consideration and thus pending. the feasibility study 
for natural gas distribution development at the state-level, 
that envisages further gasification by the cities, is in prog-
ress, and according the agreement it should be completed in 
march 2014.

b. Progress made in 2012/2013 

the Energy law of 2011 requires certain by-laws as a precon-
dition for full implementation, including gas market opening. 
the deadline set by the Energy law for their adoption, Febru-
ary 2012 was not met, even though the Energy regulatory 
Commission (ERC) made significant efforts.

Having adopted the gas supply rules in may 2012 and 
amending the tariff system, methodology for the sale of 
gas to tariff customers in July 2012, rules on gas supply 
of last resort were adopted by Erc in september 2012. the 
latter were accompanied by a rulebook on Prices of gas by 
the supplier of last resort and a related methodology, both 
adopted in January 2013. the rulebook on the method and 
conditions for regulating Prices for transport, Distribution 
and supply of gas of 2009 was amended in 2011 and 2012 
and the rulebook on the method and conditions for regulat-
ing tariffs for transmission, transmission system operation 
and Distribution of natural gas adopted in october 2011. on 
these grounds, the tariff system for gas transmission was 
amended, and the first Tariff System for Gas Distribution was 
adopted in January 2013. Erc is currently developing natural 
gas market rules. 

although the Energy law entered into force more than two 
years ago, licences in gas sector have not been harmonised 
with it yet. this is a direct consequence of the long and ongo-
ing dispute between the state and Makpetrol about the own-
ership of the transmission system. the Energy law requires a 
license for natural gas transmission network operators and 
for natural gas transmission system operators, but does not 
allow the same entity to hold both licenses, thus imposing 
the establishment of two different undertakings. at present, 
GAMA holds licenses as natural gas network owner and a 
natural gas transmission system operator, still valid accord-
ing to the Energy law of 2006 (amended in 2007, 2008 and 
in 2010) and will be valid by the moment of issuing a new 
licence in line with the Energy law as of 2011. at the be-
ginning of 2012, a new state-owned company, Macedonian 

Energy Resources, applied for the transmission system opera-
tor license based on the law of 2011. according to the law, 
issuing the new license entails transfer of the governance 
over parts of the transmission system necessary for system 
operation to the new transmission operator by the previous 
one. it seems as if the same result may be achieved through 
the law on Expropriations adopted in early 2012, on which 
the secretariat expressed its concerns. in any event, the unre-
solved dispute paralyses the gas sector, has triggered delays 
in the implementation of the new Energy law and challenged 
further infrastructure development.

some steps towards the further implementation of Directive 
2004/67/Ec have been made by the ministry of Economy. in 
the reported period last year a Decree on gas crisis was de-
veloped in close cooperation with the secretariat. the Decree 
is currently under public consultation before adoption.

the development of the gas market and infrastructure has 
continued during the last year. the government signed a co-
operation agreement on the construction of a south stream 
branch and delivery of gas with the government of the rus-
sian Federation in July 2013. some steps were taken at the 
level of distribution: in the city of strumica in the south of the 
country, a local company has continued to develop a distribu-
tion network. in the absence of interconnection to the trans-
mission grid, supply takes place by cng trucks from Bulgaria. 
the distribution network has also been further developed in 
the city of Kumanovo. GAMA continued to connect new cus-
tomers in skopje to the transmission network.

Furthermore, all the three Dsos developed Distribution grid 
codes and submitted them to Erc for approval. the trans-
mission network code of 2009 still needs to be adjusted in 
accordance with the responsibilities for system operation as 
defined by the Energy Law of 2011. 

During the reporting period, the transmission operator GAMA 
continued to challenge the transmission tariff, set by Erc for 
the next five years. The tariffs are determined on a rolling 
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basis, including a correction factor for revenue losses collect-
ed in the last year. However, planned significant increases of 
consumption for electricity production (taken into account for 
tariff calculations) did not happen and instead of being recov-
ered on a year-by-year rolling basis as foreseen by the meth-
odology, the revenue losses cumulated over several years due 
to big discrepancies between foreseen and actual capacity use 
which remains very low. Without prejudice to a final analysis 
by the Secretariat, the principle of cost-reflectivity needs to 
be respected and implemented by Erc as a precondition for 
the functional system operation and necessary investments in 
system development. 

c. state of compliance 

the Energy law transposes the majority of the provisions of 
Directive 2003/55/Ec. However, there are still shortcomings 
in regard to all required details on data confidentiality, refusal 
of access, customer protection and safeguarding measures.

1. Authorisation criteria: the construction of a new trans-
mission and distribution network requires authorisation by 
the government and local authorities. the amendments to 
the Energy law in may 2013, introduced Public Private Part-
nership (PPP) as a general model for constructing gas distribu-
tion grids. the secretariat is concerned that this discriminates 
against other forms of investment, namely without state in-
volvement.

2. Unbundling is in line with the acquis, including an exemp-
tion from unbundling for distribution companies with less 
than 100,000 customers. as explained above, a transmission 
owner licensee cannot hold a license for transmission system 
operation, and control over the transmission infrastructure 
has been divided between system and network operators. 
The ensuing conflicts should be resolved in the course of im-
plementing the third Energy Package.

3. the provisions on third party access are transposed in line 
with the acquis. the regulatory authority approves both the 
methodology and the tariffs for access to the transmission 
system. However, the rulebook on the method and condi-
tions for regulating tariffs for transmission, transmission 
System Operation and Distribution of Natural Gas defines 

different levels of return for different transported quantities, 
i.e. the level of return is directly dependent on transported 
quantities and usage of capacity. this provision might lead 
to discrimination in the future for new network operators 
which may have low capacity usage in the first years. Further-
more, the implementation of the cost-reflectivity principle is 
the subject of a complaint submitted to the secretariat, as 
described above. 

the conditions for the exemption of new infrastructure from 
third party access have been defined in line with Directive 
2003/55/Ec.

4. Market opening, eligibility and supplier switch-
ing: according to the Energy law, all customers have been 
granted eligibility status. it will be functional only after the 
approval of relevant secondary legislation which is still not 
fully accomplished. For the time being, market opening only 
exists according to the rules established before the Energy 
law of 2011, i.e. according to the rulebook on the status of 
Eligible gas customers. in practical terms, only four custom-
ers have the status of eligible customers. Furthermore, only 
one customer, a new electricity producer, exercised eligibility 
and changed the supplier. rules on switching suppliers have 
yet to be developed, as a part of the market rules currently 
under preparation. to conclude, eligibility and market open-
ing are not in compliance with Directive 2003/55/Ec. 

5. Third party access services, capacity allocation mecha-
nisms, congestion management procedures and balanc-
ing rules: the requirements on capacity allocation, balancing 
and transparency have already been transposed by the trans-
mission grid code in 2009, in compliance with regulation 
(Ec) 1775/2005 and according to the level of market develop-
ment. only provisions on interruptible capacity and secondary 
market have not been implemented. 

6. Security of supply: the Energy law does not fully trans-
pose Directive 2004/67/Ec. the missing elements include 
measures for specific customers, definition of supply stan-
dards and reporting obligations, list of instruments for secu-
rity of gas supply, national emergency measures and commu-
nity measures. These shortcomings will be rectified by a draft 
Decree, which still has to be adopted.

d. conclusions and Priorities 

the most important priority for former yugoslav republic 
of macedonia must be the resolution of the longstanding 
dispute between Makpetrol and the state through fair and 
transparent procedures, and without jeopardizing security of 
supply. this will unblock many of the current shortcomings 
and compliance problems. only after clear responsibilities are 
allocated, can the law and relevant secondary legislation be 
properly and effectively implemented. 

Besides the non-solved issues on transmission system opera-
tion, the dual responsibility in national administration – split 
between the ministry of Economy and the ministry of trans-
port and communications - for infrastructure development 

also impedes the country’s interconnection developments 
with its neighbours. moreover, the government should over-
come its reluctance to support improvements in the southern 
part of the gas ring; in particular it should support a feasibil-
ity study for an interconnector with the neighbouring con-
tracting Parties within the Western Balkan Investment Frame-
work. Former yugoslav republic of macedonia is also the only 
contracting Party with an existing gas market which did not 
submit any gas project for the Projects of common interest of 
the Energy community.

as is the case for all contracting Parties, transposition of the 
third Package provisions is a key priority for former yugoslav 
republic of macedonia.

gas | contracting PartiEs | Fyr oF macEDonia

CUSTOMER PROTECTION 

general measures for customer protection have been described by the Energy law as of 2011, and elaborated further by the 
Supply Rules in 2012. Vulnerable customers, as required by the Third Package have not yet been defined.

Implementation of the Third Energy Package

the Energy law is expected to be amended starting in the second half of 2013. this will include also amendments to the 
existing technical rules, market rules, tariff methodologies and relevant by-laws.

UNBUNDLING

on 6 october 2011, the transmission system was operated by GAMA, controlled by Makpetrol. at the same time, Makpetrol 
has a licence for gas trade, being the biggest importer of russian gas, and owns a daughter company Promgas which supplies 
to tariff customers and has public service obligations. in other words, a vertically integrated company is currently involved in 
supply and system operation. this is not in line with Directive 2009/73/Ec.

REGULATORY AUTHORITY

For the time being, the role of the regulatory authority has been defined in line with Directive 2003/55/EC. To ensure a com-
pliance with Directive 2009/73/Ec, additional tasks have to be given to Erc and some exiting competences – in regards to 
customer protection and regional cooperation – have to be strengthened.
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3.3.7 molDoVa

2011 2012

Natural Gas Production [Bcm] 0.000102 0.000107

Imports Flows [Bcm] 21.3371 21.0085

Exports Flows [Bcm] 20.185 19.913

Interconnectors’capacity [Bcm] 44.6 44.6

Storage working capacity [Bcm] 0 0

Length of Transmission Network [km] 1560 1560

Length of Distribution Network [km] 21,635 22,126

Natural Gas Customers [number]

total 630,306 661,171

out of which:

non-households 10,088 12,016

Eligible according to  
national legislation

630,306 661,171

active eligible customers 0 0

Households 620,218 649,155

Natural Gas Consumption [Bcm] 1.036345 0.989576

Consumption Structure [%]

Energy transformation 42.9 43.3

industry and commercial customers 26.9 26.5

Households 30.3 30.2

source: anrE

a. the gas sector in moldova 

moldova is an important transit country for russian gas, being 
on the route from ukraine to romania, Bulgaria and turkey, 
including branches to greece and former yugoslav repub-
lic of macedonia. the total length of moldova’s three transit 
pipelines is 246.9 km with a total capacity of 34.6 bcm/y. 
another pipeline interconnection with ukraine in the north of 
the country traverses through moldova to connect two parts 
of the ukrainian network. this pipeline, with a capacity of 9.1 
bcm/y, has an important role in security of supply for mol-
dova, as it connects to the storage facilities Bogorodchany in 
ukraine. moldova itself does not have storage facilities.

in practice, the capacity utilization rate of all cross-border 
pipelines is only about 45–55%, i.e. ca 20 bcm/y of natu-
ral gas is transited through the southern route and 1.3–2 
bcm/y through the northern route. the national network is 
only partly used as well. the internal transmission network 
stretches over 1550 km. 

After a significant drop in the 1990s, gas consumption in Mol-
dova begun recovering since 2008, and nowadays amounts to 
3 bcm/y, out of which approximately 1 bcm/y is consumed on 
the right bank of the Dniester river. consumption is concen-
trated in the capital chisinau, which consumes approximately 
60%. natural gas consumed on the left bank of the Dniester 
is mainly used for electricity production. consumption is al-
most 100% covered by imports from russia. moldova has a 

very high share of natural gas used in total primary energy 
consumption (58.7%) and is among the countries with the 
highest share of natural gas in electricity and heat production 
(accounting for 96.1%).

Besides imports from russia, one domestic producer ensures 
a low level of domestic production. it is directly connected to 
the distribution network.

most of the activities in the gas market – import, supply, 
cross-border and national transmission, distribution, retail 
supply are performed by one vertically integrated company, 
Moldovagaz. Moldovagaz is the dominant supplier of natural 
gas in moldova. it signed an import contract with Gazprom 
and an agreement for the use of storage in ukraine. Moldo-
vagaz’s shares are divided between the state (36.6%), au-
thorities in transnistria (13.4%) and Gazprom (50%).

the mother company Moldovagaz operates as supplier but 
also has two daughter companies operating transmission 
systems: Moldovatransgaz and Tiraspoltransgaz. another 
12 daughter companies of Moldovagaz act as distribution 
companies. in addition to those 12, another 11 distribution 
companies exist. However, their total market share is rather 
negligible, with less than 2%. 

the natural gas law, adopted in December 2009, established 
the basic legislative framework for the gas market in line with 
Directive 2003/55/Ec. several acts of secondary legislation – 

namely the regulation on natural gas supply and use, the 
technical rules for networks and the regulations on Quality 

of natural gas transportation and Distribution services - de-
fine technical rules in the gas sector. 

Import

Import flow 
from Ukraine

Export

Export flow
 to Romania

S&PSO

TIRASPOLTRANSGAZ
TSO

MOLDOVATRANSGASZ
TSO

Moldova’s Gas Market Scheme

Tariff Customer

661 171

MOLDOVAGAZ

Distribution Company

DSO 12S&PSO

Distribution Company

DSO 10S&PSO

Darnic-gaz JSC

DSO 1
Producer

1 S&PSO

Energy flow Commercial relation
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b. Progress made in 2012/2013 

after having initiated the process of transposing Directive 
2004/67/Ec and the missing elements of Directive 2003/55/
Ec and regulation (Ec) 1775/2005 by drafting amendments 
to the natural gas law during 2011 and 2012, the govern-
ment has slowed down its reform activities during 2013. the 
updated technical norms for natural gas transmission net-
works and the Decision on approving the regulations on the 
Quality of natural gas transportation and Distribution ser-
vices remain limited to technical rules (which are important), 
and fail to transpose the requirements of regulation (Ec) 
1775/2005. the national Energy regulatory agency (anrE) 
already drafted a regulation on conditions for access to 
natural gas transmission networks during the previous re-
porting period. approval of this act is still pending due to the 
deadlock regarding the amendments to the natural gas law. 

in late 2011, the board of Moldovagaz decided on the com-
pany’s reorganization in line with the natural gas law. ac-
cordingly, Moldovagaz should have been transformed into 
a holding company with separate daughter companies for 
supply and transmission as well as four distribution compa-
nies. However, the actual implementation of the decision has 
not been further fostered and according to the secretariat’s 
knowledge, little progress – if any – has been achieved.

During the reporting period the secretariat was engaged in 
resolving several disputes related to the implementation of 
transmission and distribution tariffs, and in particular the 
treatment of grid losses. Moldovagaz challenged several of 
anrE’s decisions relating to the actual transmission tariff as 
well as the level of recognized losses in the distribution tariff 
methodology. 

With regard to the transmission tariffs, the current methodol-
ogy uses a uniform method for calculation of both national 
and cross-border flows, i.e. taking into account all transmit-
ted quantities through the entire system. anrE’s method-
ology is based on equal treatment of internal transmission 
and transit under the acquis. in practical terms, this means 
that much larger quantities (cca 95% of the overall volume) 
pass through a much smaller part of the grid (cca 14% of 
the overall network), while the remaining 5% of the gas 
passes through a much larger part of the grid. the approved 
transmission tariff, applied for entire transmission network, 
is transferred to the supply price for distribution companies/
final customers, but collects its full amount only for much 
smaller amounts of gas transmitted and consumed in the 
country (i.e. for only 5% of total quantities). the dispropor-
tion causes financial problems to Moldovagaz as a supplier. it 
must pay a higher transmission tariff to the operator Moldo-
vatransgaz for the total gas quantities while receiving a lower 
price from Gazprom for transited quantities (i.e. for 95% of 
overall quantities). 

Different treatment of transit and transmission has been 
abolished within the Energy community, with the provisions 
of the second Energy Package. From this point of view, the 
anrE’s approach to the methodology is appropriate to the 
extent that it would also take into account the need for sys-
tem integrity and its improvement. A final solution has so far 
not been reached.

as regards the distribution tariffs, the dispute has been re-
lated to the level of accepted losses, both, technical and com-
mercial. in this respect, anrE and Moldovagaz, under media-
tion by the Secretariat, came close to a final solution at the 
last meeting in april 2013. namely, it has been agreed that 
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the level of commercial losses has to be decreased in the fol-
lowing 3 years, by installing certain additional equipment for 
which costs will be recognized by the tariff methodology. For 
the technical losses, Moldovagaz should have come up with 
elaborated details on maintenance and investment costs re-
lated to decrease of technical losses to anrE. the secretariat 
was not informed if the latter had happened.

as concerns infrastructure development, construction works 
on the interconnector with romania (iasi–ungheni) started 
on 27 august this year. the ministry of Economy decided to 
extend the pipeline for 130 km on the moldavian side from 
ungheni to chisinau. With this extension, the new source of 
supply from romania will be connected with the biggest con-
sumption area, chisinau. the ministry started with prelimi-
nary talks with international Financial institutions (iFis), seek-
ing at first support for the feasibility study  and environmental 
and social impact assessment. an appropriate business model 
for this project still needs to be defined. It will either be the 
establishment of a new transmission system operator or the 
conclusion of a service contract with the existing operator. 

c. state of compliance 

since no new legislation has been adopted within the last 
year, the state of compliance has not changed as compared 
to the previous report. the gas law of 2009 transposed the 
majority of the provisions of Directive 2003/55/Ec, with key 
missing elements being outlined in the following. most provi-
sions of Directive 2004/67/Ec and regulation (Ec) 1775/2005 
have not been transposed.

1. Authorisation and tendering: a license issued by the 
regulatory authority is required for performing any gas relat-
ed activity. authorization procedures for new infrastructure 
investments are ambiguous. the law only stipulates a pro-
cedure for concessions for projects financed from the State 
budget. to what extent private investment is covered is not 
clear.

2. the unbundling provisions in the gas law are in line 
with Directive 2003/55/Ec, but they are not implemented. 
although Moldovatransgaz has been set up as a daughter 
company in the vertically integrated company Moldovagaz, 
a practical functional unbundling of the tso has not been 
achieved. Moldovagaz takes decisions on behalf of its trans-
mission system operator. a compliance programme on meet-
ing the unbundling requirements has not been established 
yet. 

in line with article 13 of Directive 2003/55/Ec, suppliers with 
less than 100,000 customers can operate bundled with distri-
bution system operation functions.

3. Third party access is defined in line with Directive 
2003/55/Ec. However, secondary legislation on access to the 
network as defined by Regulation (EC) 1775/2005 is lacking. 

grid tariffs are approved by anrE according to the method-
ology in force. the grid tariffs differentiate according to the 
pressure level of the network to which users are connected. 
Even though anrE approves transmission and distribution 
network tariffs, the grid component is not explicitly shown on 
the bill for the final consumers.

rules on exemption from third party access have not been 
included in the gas law. this violates Directive 2003/55/Ec. 
Potential investors in infrastructure thus lack an important in-
centive to engage in moldova.

4. Market opening, eligibility and supplier switching: a 
clear definition of eligibility is missing in the Natural Gas Law, 
as well as deadlines for market opening. all customers are 
supplied under regulated prices. moldova is thus in breach of 
article 23 of Directive 2003/55/Ec read together with its ac-
cession Protocol. in practice, Moldovagaz is the only supplier 
in operation in the country. 

5. a contractual tolerance level, some transparency require-
ments, as well as procedures for access to the network and 
for monitoring of gas quality are included in the technical 
norms for natural gas transmission networks, but capac-
ity allocation and congestion management procedures, 
as well as the balancing in compliance with regulation (Ec) 
1775/2005 have not been put in place. 

6. general responsibilities for security of supply policy as 
well as monitoring and reporting on security of supply are 
allocated to the ministry of Economy by the natural gas act. 
However the following elements of Directive 2004/67/Ec 
have not been transposed nor implemented: minimum of se-
curity of supply standards, definition of protected customers, 
national emergency measures and full list of instruments for 
security of gas supply. 

moldova has not communicated its security of supply state-
ment to the secretariat since the deadline passed in 2011. it 
is thus also in breach of article 29 of the treaty.

d. conclusions and Priorities 

given that no development can be reported over the last 
year, the situation and priorities remain the same as noted in 
last year’s implementation report: 

Moldova should finally adopt the amendments to the Gas 
law and of the regulation on conditions for access to the 

natural gas transmission networks. 

Moldovagaz needs to be restructured in line with the require-
ments of Directive 2003/55/Ec (not yet the third Package!), 
and the gas law of 2009. 

the parties involved should settle the dispute between anrE 
and Moldovagaz.
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CUSTOMER PROTECTION 

A definition of a vulnerable customer exists in a Government Decision. Procedures for customer switching have not been 
adopted. customer protection is not implemented in line with the third Package requirements.

Implementation of the Third Energy Package

according to its implementation plan, the transposition of Directive 2009/73/Ec by the ministry of Economy should take 
place between the second quarter of 2014 and the second quarter of 2015. the regulatory authority was charged with the 
transposition of Regulation (EC) 715/2009, which should be finalised by the end of 2014.

UNBUNDLING

currently, moldova’s tsos are not unbundled in the context of the third Energy Package. Both Moldovatransgaz and Ti-
raspoltransgaz, have been set up as daughter companies in a vertically integrated company – Moldovagaz, but a practical 
functional unbundling of tsos has not been achieved. Moldovatransgaz is not independent in decision-making; whereas, 
Tiraspoltransgaz is more independent from the mother company but is involved in both transmission and trade activities in 
the region of transnistria.
the ministerial council in December 2012 granted moldova a derogation from article 9(1) of Directive 2009/73/Ec until 1 
January 2020. Moldova envisages practical unbundling in the first quarter of 2020, and its certification by the end of 2020.

REGULATORY AUTHORITY

As explained, tasks and responsibilities have been defined by the Gas Law in line with Directive 2003/55/EC, with a few miss-
ing tasks, eg. the right to order the tso to modify third party access terms and conditions, involvement in cross border dis-
putes and the right to impose penalties. thus, to be compliant with Directive 2009/73/Ec, those tasks have to be introduced.
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3.3.8 montEnEgro

a. the gas sector in montenegro 

montenegro currently has no gas market. according to the En-
ergy community study on the implementation of regulation 
(Eu) 994/2010, gas demand in montenegro could reach 55 
mcm in the first years of gasification (around 2020), growing 
to 357 mcm in 2030.

the country is currently developing its national energy strategy 
for 2030, which includes various scenarios for gasification.

one supply option for a future gas market is the Ionian Adri-
atic Pipeline (IAP) project, a part of the Energy community gas 
ring. the costs of the IAP over montenegro territory have been 
estimated at Eur 60 million. another possibility is offshore gas 
resources in the south adriatic. this option is uncertain; in any 
event it is not likely to be available before 2025.

no gas company has been licensed so far.

b. Progress made in 2012/2013 

During the reporting period, montenegro has been involved 
in the work related to the on-going IAP feasibility study. the 
study spun off various reports of relevance for montenegro, 
namely a market analysis report, a draft technical study, a 
route investigation and pipeline dimensioning study. the 
ministry of Economy agreed that the IAP route will run along 
the montenegro coast.

in addition, the consultant engaged in the IAP feasibility study 
drafted terms of reference for a gas development and proj-
ect identification (master gasification) plan. Montenegro will 
apply in september 2013 to the relevant Eu grant funds for 
the execution of this study. 

no activities have been reported to upgrade the regulator’s 
capacity to draft secondary legislation. 

c. state of compliance 

the Energy law of 2010 (amended in 2011 and 2013) pro-
vides the legal and regulatory framework for the gas sector.

the law transposes most of the provisions of Directive 2003/55/
Ec, regulation (Ec) 1775/2005 and Directive 2004/67/Ec. the 
key missing elements are outlined in the following.

1. Authorisation procedures: the authorisation procedure 
is in compliance, except the fact that the reasons for any re-
fusal to grant an authorisation are not objective and non dis-
criminatory or given to the applicant.

2. Unbundling requirements have been transposed in line 
with Directive 2003/55/Ec.

3. the provisions for third party access have been trans-
posed generally in line with the acquis, except for the obliga-
tion on network operators to purchase the energy needed for 
system operation based on transparent, market-based proce-
dures. However, the most serious shortcoming of the law is 
the different treatment of national and cross-border (transit) 
gas transmission, which is contrary to Directive 2003/55/Ec. 
Finally, the missing obligation (of the regulator) to reason ex-
emption decisions and to publish them with all the relevant 
details is incompliant with the rules on exemption procedures 
for new infrastructure.

4. Market opening, eligibility: the law grants eligibility to 
all customers with the exception of households which will be 
eligible as of 1 January 2015. Bearing in mind the current lack 
of gas market development in montenegro, more detailed 
switching rules are not required yet.

5. Third party access services, capacity allocation mecha-
nisms, congestion management procedures and balanc-
ing rules: the provisions for capacity allocation, balancing 
and transparency have been transposed in accordance with 
the acquis at a rudimentary level in the Law. The definitions 
according to the regulation (Ec) 1775/2005 are missing. the 
gas transmission system code will have to be yet developed. 
until then, the regulation (Ec) 1775/2005 has not been im-
plemented.

6. Security of supply: although montenegro does not have 
any gas infrastructure, the Energy Law defines standards and 
measures for security of gas supply. It defines the role of key 
institutions and market players. the Energy law requires the 
development of emergency plans by the gas system opera-
tor in case of an emergency. all requirements of Directive 
2004/67/Ec are transposed. montenegro announced it would 
bring its legal framework for security of gas supply in line with 
regulation (Ec) 994/2010 during the process of implement-
ing the third Package.
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CUSTOMER PROTECTION 

the law has envisaged different customer protection measures attributable to suppliers as well as to the supply of vulnerable 
customers. The amendments should define a single point of contact for all customers to receive information on their rights. 
In addition, supplier switching rules needs to be defined.

Implementation of the Third Energy Package

montenegro has started drafting the new Energy law aiming to transpose the third Energy Package. its intention is to have 
a law adopted by end of this year. the montenegrin authorities and their consultant are collaborating closely with the sec-
retariat. 

UNBUNDLING

montenegro is among the contracting Parties without a gas market, and consequently no gas transmission system opera-
tor existed on 6 october 2011. under Directive 2009/73/Ec, as adapted by the ministerial council, it will have to follow the 
ownership unbundling regime. 

d. conclusions and Priorities 

the legal framework is currently considered appropriate and 
sufficient for the initial development of a gas market. The 
next activities should focus on capacity-building in the regula-
tory authority capacity related to the gas sector (staff train-

ing), as well as the development of secondary legislation, tar-
iff methodologies and a grid code. 

as is the case for all contracting Parties, transposition of the 
third Energy Package provisions is a key priority for monte-
negro.

REGULATORY AUTHORITY

the legal framework set a high degree of autonomy of the regulator. according to the law, the regulator’s decisions must be 
independent of the government or any other public or private entity. Decisions are immediately binding and directly applica-
ble and are not subject to review, suspension or veto by the government, the ministry or by any entity controlled by those. 
However, the tasks and competences of the regulatory authority are not in line with the third Package yet.
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3.3.9 sErBia

2011 2012

Natural Gas Production [Bcm] 0.462 0.484

Imports Flows [Bcm] 2.314 2.122

Exports Flows [Bcm] 0.283 0.261

Interconnectors’capacity
cca (13+2)
mcm/day

cca (13+2)
mcm/day

Storage working capacity [Bcm] 0.450 0.450

Length of Transmission Network [km] 2,321 2,391

Length of Distribution Network [km] 14,628 15,348

Natural Gas Customers [number]

total 257,145 258,971

out of which:

non-households 12,864 11,584

Eligible according to  
national legislation

12,864 11,584

active eligible customers 10 7

Households 244,281 247,387

Natural Gas Consumption [Bcm] 2.312 2.004

Consumption Structure [%]

Energy transformation 
n.a. 6

23 23

industry and commercial customers 65 59

Households 12 12

source: aErs

a. the gas sector in serbia 

serbia has a relatively well developed gas market and a long 
tradition in the transmission and cross-border transport of 
gas. The country’s gasification followed the discovery of do-
mestic gas fields as well as the import routes. Consequently, 
Northern Serbia is fully gasified, Western and Central Serbia 
are partly gasified, while the Southern region has limited ac-
cess to gas. 

natural gas is not widely represented in the energy sector 
of Serbia: the share in final energy consumption amounts to 
10%, and gas contributes only 8.6% to heat and electricity 
production 2011. several projects - such as the ccgt in Pan-
cevo and rehabilitation and upgrading of cHP novi sad - are 
under consideration which might translate into a bigger share 
of gas to power. total gas consumption in serbia amounted 
to 2.191 bcm in 2012. it is forecasted to increase to 3.8 bcm 
in 2020 and 6.43 bcm in 2030. 

the only natural gas producer in serbia is Naftna Industrija 
Srbije (NIS), which also has a licence for supply. the share 
of domestic production increased from 8% in the past to 
24% of the total demand in 2012. the serbian domestic 
gas reserves remain unknown. It is thus difficult to estimate 
whether the positive trend will be sustainable in a mid-term 

period or represent an episode. imports have been reduced to 
70%, whereas the remaining 6% of demand was met by the 
underground storage Banatski Dvor. there is only one exist-
ing interconnector with Hungary, with a daily capacity of 13 
mcm, and another one with Bosnia and Herzegovina.

the incumbent Srbijagas is a vertically integrated utility owned 
by the government. Srbijagas holds licenses and is active in 
the business of natural gas transmission, distribution and sup-
ply. the company owns and operates 95% of the gas trans-
mission network in serbia. in retail gas supply, Srbijagas is the 
dominant market player, accounting for 69% of total natural 
gas sales in 2012. in august 2013 the government selected 
Srbijagas, upon tender procedure, as a supplier of public sup-
pliers. the public suppliers, nevertheless, can opt for purchas-
ing gas from suppliers other than Srbijagas. in line with the 
tender conditions, the national gas price established for public 
suppliers’ supply was adopted by the government. the com-
pany was also designated as gas supplier of last resort.

Srbijagas also holds 49% of shares in the underground gas 
storage Banatski Dvor and 25% of shares in Yugorosgaz, a 
company established in 1996; Yugorosgaz’ other sharehold-
ers are Gazprom (50%) and Central ME Energy and Gas Vi-
enna (25%). like Srbijagas, Yugorosgaz holds licenses and is 
active in the business of natural gas distribution and supply. 
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b. Progress made in 2012/2013 

the Energy law of 2011 was amended twice during 2012 but 
without relevance for the gas sector. 

a transmission network code was adopted by the system 
operator Srbijagas and approved by the regulatory author-
ity in august 2013. the secretariat commented on the draft 
network code in the course of the public consultation pro-
cedure. the network code constitutes major step forward in 
implementation of the Energy law.

During the reporting period, the regulatory authority aErs, 
in complying with the deadlines from the law, adopted in 
september 2012 a rulebook on supplier switching, a meth-
odology on the Price for access to the transmission system 
and a methodology for the Price for Public supply of natural 
gas. aErs also adopted the methodology for the Price for 
access to the Distribution system in December 2012. Finally, 
aErs adopted a new methodology on connection costs to 
natural gas transportation and Distribution system in 2012.

Distribution network codes and rules on underground gas 
storage are still missing, as well as a network code by Yu-
gorosgaz Transport.

the rulebook on conditions for issuing, changing and With-
drawal of Energy activity licenses was adopted by the minis-
try of Energy, Development and Environmental Protection in 

the course of harmonisation of secondary legislation with the 
Energy law in 2013.

serbia continued supporting regional gas projects with the 
main motivation to gasify its regions without access to gas 
and to diversify supply routes. For the serbia-Bulgaria inter-
connector a feasibility study and an environmental impact 
assessment have been finalised. A joint statement between 
serbia’s and Bulgaria’s Prime ministers was signed on 14 
December 2012 committing to the construction of this gas 
interconnector. Furthermore, interconnectors with all the 
neighbouring contracting Parties and Participants have been 
unilaterally announced during the preparation of the regional 
Energy strategy, i.e. with romania, former yugoslav republic 
of macedonia, Kosovo*, montenegro, as well as with Bosnia 
and Herzegovina, croatia and Bulgaria.

serbia is also committed to the South Stream project, formal-
ized in the law on Public interest Determination and special 
Procedures of Expropriation and Documents issuing in re-
alisation of natural gas transmission system south stream 
adopted in 2013. the secretariat already raised in 2010 seri-
ous concerns about compliance of certain provisions in the 
inter-governmental agreement between serbia and russia on 
the South Stream project, for, inter alia, excluding third party 
access per se.

in october 2012, the serbian government signed another 
inter-governmental agreement with russia as a framework for 

Yugorosgaz Transport has been established as a subsidiary 
company of Yugorosgaz and obtained a transmission license 
on 28 august 2013.

serbia’s gas market consists of 33 public suppliers and 23 sup-
pliers.
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long-term gas supplies to serbia up to 2021. in the secretari-
at’s analysis, this agreement contains destination clauses pro-
hibiting the export of russian gas outside serbia and thus con-
travenes the acquis on competition in the Energy community. 

over the last year, serbia’s security of gas supply has been 
strengthened through continuous capacity upgrades of the 
underground storage Banatski Dvor up to the rate of with-
drawal of 5 mcm/day.

c. state of compliance 

the Energy law of July 2011 is largely in line with Direc-
tive 2003/55/Ec and transposes some elements of Direc-
tive 2004/67/Ec as well as of regulation (Ec) 1775/2005. 
other elements of Directive 2004/67/Ec and regulation (Ec) 
1775/2005 still need to be implemented through secondary 
acts. the missing acts include, inter alia, terms and condi-
tions of Delivery and supply of natural gas, report about 
security of natural gas supply, rules for underground gas 
storage, rules on monitoring technical and commercial indi-
cators and regulation of gas supply Quality.

1. Authorisation criteria: the Energy law requires both a li-
cense for performing an energy activity (issued by the regula-
tory authority), and an energy permit for construction (issued 
by the ministry of Energy, Development and Environment). 
more details have been prescribed by the rulebook on condi-
tions for issuing, changing and Withdrawal of Energy activity 
Licenses, amended in the first half of 2013.

2. Unbundling provisions in the law are in line with Directive 
2003/55/Ec, requiring legal and functional unbundling be-
tween supply and system operation and allowing exemptions 
for distribution with less than 100,000 customers. 

in practice, however, unbundling is not implemented. Srbija-
gas is not legally or functionally unbundled. Plans by the gov-
ernment to unbundle Srbijagas have not been implemented. 

at present, Srbijagas is not unbundled legally or in terms of 
management from wholesale and retail supply, which rep-
resents a severe non-compliance with the acquis. the sec-
retariat is currently preparing enforcement action to rectify 
this failure.

as Yugorosgaz Transport obtained a transmission license only 
on 28 august 2013, the secretariat could not assess whether 
this undertaking has fulfilled all the unbundling requirements 
from the acquis.

3. Third party access: the Law defines non-discriminatory 
network access as a principle rule. 

rules on access to the transmission network have been imple-
mented within Srbijagas’ network code. Drafting of a similar 
network code of Yugorosgaz is underway. on the other hand, 

Banatski Dvor, a storage operator, has not started drafting a 
storage code, as stipulated by the law.

Possibilities to exempt new gas infrastructure from third party 
access are defined in line with Directive 2003/55/EC. 

the regulatory agency approves network tariffs and energy 
prices for energy deliveries provided by the public suppliers, 
based on methodologies defined and published in advance. 
the methodology for Determination of the Price for access to 
natural gas transportation system introduced an entry-exit 
tariff system, transposing the relevant third Energy Package 
requirements. 

4. Market opening, eligibility and supplier switching: 
the right to freely choose a supplier in the market can be 
exercised by all customers, except households, which will be 
eligible as of 1 January 2015. the legal set up is in line with 
the treaty. 

in 2012, seven eligible customers accounting for a market 
share of 16.2% purchased gas under market conditions from 
a newly active supplier, Russian Serbian Trading Corporation 
and Srbijagas (acting as licensed supplier trader on the free 
market). the third company active in the wholesale market 
is Yugorosgaz.

Since 1 January 2013, final customers connected to the gas 
transmission network (representing 34% of the market) lost 
the right to be supplied by the public supplier and started 
purchasing gas under market conditions.

Small customers, as defined by the Energy Law, i.e. legal enti-
ties with less than 50 employees, a yearly income of less than 
Eur 10 million and which are connected to the distribution 
system have the right to be supplied by the public supplier.

5. Third Party Access services, capacity allocation mecha-
nisms, congestion management procedures and balanc-
ing rules: the Energy law stipulates provisions on capacity 
allocation, balancing and transparency as general obligations 
of transmission system operators. 

the network code of Srbijagas elaborates more in detail on 
capacity allocations, congestion management and balancing. 
the main incompliance with regulation 1775/2005 (Ec) is 
that the company has to agree on the transfer of capacity 
rights on monthly and daily basis. 

The code also envisages flexible contracts with suppliers and 
interruptible ones with customers. the balancing regime is 
in compliance with the second Package and includes a toler-
ance level and an indexed imbalance fee. 

The Code defines necessary information which needs to be 
published, in line with transparency requirements, but on-line 
implementation of those is still pending.

6. Security of supply: the requirements of the acquis relat-
ing to security of supply are partially transposed. some provi-
sions on monitoring and reporting, as required by Directive 
2003/55/Ec, have been included in the Energy law. other 
provisions have been transposed by the Decree on conditions 
for natural gas Delivery which lays down the roles and re-
sponsibilities of market players in the event of disruption and 
shortages of natural gas supplies concerning, for example, 
protected customers who cannot be disconnected from sup-

ply. However Directive 2004/67/Ec has still not been fully 
transposed. The Law still needs to define a major supply dis-
ruption, minimum supply standards and relevant community 
mechanisms. the reporting obligations have to include the 
competitive impact of the measures on all market players and 
more instruments to ensure security of gas supply, such as 
the levels of storage capacity, the extent of long-term supply 
contracts and the regulatory framework related to incentives 
for investments in gas transport capacities. 

CUSTOMER PROTECTION 

Customer protection is mostly ensured. The vulnerable customers have been defined. Supply-switching procedures are in 
place. However, a single point of contact for all customers to receive information on their rights needs to be introduced in 
the course of drafting amendments.

Implementation of the Third Energy Package

so far, a gap analysis between the current legal framework and the requirements of the third Energy Package has been car-
ried out and serbia submitted a plan on its implementation to the secretariat.

UNBUNDLING

serbia’s tsos are not unbundled in the sense of the third Energy Package. Srbijagas is 100% owned by the government 
and is a vertically integrated undertaking, performing trade, supply, transmission and distribution activities in natural gas. 
Yugorosgaz-Transport has been established as a subsidiary of Yugorosgaz and is thus only legally unbundled.

REGULATORY AUTHORITY

the serbian legal framework set a high degree of autonomy of the regulator. it is independent from other stakeholders, be 
it industry or a public body. However, serbia must enlarge the competences of the regulator, especially in the domain of 
certification, monitoring the TSOs independence and regional cooperation in order to comply with the Third Energy Package.

d. conclusions and Priorities 

Despite a relatively high degree of transposition, the practical 
implementation of the Energy community acquis in the ser-
bian gas sector is insufficient and has been raising concerns 
for quite some time. 

the priority tasks for serbia, remaining to be done since 2007, 
should be full unbundling of the transmission system opera-
tors Srbijagas and Yugorosgaz-Transport. given the timeline, 
this should be done immediately in accordance with the third 

Package. Furthermore, the secondary legislation required for 
full and practical implementation of the Energy law (such as 
storage code, grid code of Yugorosgaz-Transport) should be 
finalized as soon as possible. Moreover, the noncompliant in-
ter-governmental agreements with russia need to be brought 
in compliance with the treaty. the relevant plans and reports 
on security of supply should be implemented and stronger 
cooperation with the ENTSO-G is suggested. as is the case 
for all contracting Parties, transposition of the third Package 
provisions is a key priority for serbia.
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3.3.10 uKrainE

2011 2012

Natural Gas Production [Bcm] 20.6 20.5

Imports Flows [Bcm] 40* 24.9*

Exports Flows [Bcm] n/a n/a

Interconnectors’capacity [Bcm] n/a n/a

Storage working capacity [Bcm] 31 32

Length of Transmission Network [km] 39,800 39,800

Length of Distribution Network [km] n/a n/a

Natural Gas Customers [number]

total n/a n/a

out of which:

non-households n/a n/a

Eligible according to  
national legislation

n/a n/a

active eligible customers n/a n/a

Households 13,532,000 13,681,000

Natural Gas Consumption [Bcm] 53.95 50.83

Consumption Structure [%]

Energy transformation 
n/a n/a

15.94 16.60

industry and commercial customers 50.10 47.48

Households 32.25 34.10

* transit is not included
source: nErc

a. the gas sector in ukraine 

ukraine is one of the countries with the highest share of nat-
ural gas in total primary energy consumption in the world, 
namely 42.1% in 2011 according to the Energy community 
security of gas supply study. the share of natural gas in elec-
tricity and heat production accumulated to 25.8%. in abso-
lute figures, natural gas consumption in Ukraine in 2011 to-
talled 53.95 bcm. Production of natural gas in the same year 
amounted to 20.6 bcm, which represents a significant 38.2% 
of total natural gas consumption. 

ukraine’s gas demand is supplied by imports and domestic 
production. the latter is performed by companies in the own-
ership of NAK Naftogaz (100% owned by the government), 
and other independent producers. independent producers 
account for 10% of ukraine’s total annual gas output.

Ukrgazvydobuvannya, the country’s largest gas production 
company, was founded as a public joint stock company in 
2012, and is 100% owned by Naftogaz. 50%+1 of the shares 
of Ukrnafta, another large gas production company, are also 
owned by Naftogaz. Chornomornaftogaz is a vertically inte-
grated company operating in crimea. it is also 100% owned 
by Naftogaz.

Exploration of unconventional gas reserves has attracted in-
ternational majors such as Shell and Chevron which are con-

sidering Production sharing agreements with the govern-
ment.

Ukrtransgaz is the gas transmission system operator in 
ukraine. in that capacity, it is in charge of the operation and 
maintenance of the system. Ukrtransgaz’s license also in-
cludes cross-border transmission (i.e. transit) through ukraine. 
the ukrainian gas transit system requires comprehensive 
modernisation and rehabilitation to increase its reliability and 
capacity to be able to transport the huge quantities of gas 
needed for both ukraine and the European union without 
disruption. this is especially the case for the main urengoy 
– Pomary – uzhogorod pipeline which is in urgent need of 
repair. an EBRD/EIB loan is envisaged to partly finance these 
repairs. This loan is intended to be the first step in an over-
all programme to reform the operation of the ukrainian gas 
system. as a precondition for approval of the loan, EBRD set 
a number of conditions which amount, in a nutshell, to fulfill-
ing ukraine’s obligations under the Energy community.

the transited volume of gas dropped to 84.2 bcm in 2012 
(from 104.2 bcm in 2011), as a consequence of declining de-
mand in Europe and the fact that transit volumes have been 
partly shifted to the Nord Stream pipeline.

Ukrtransgaz is also separately licensed as a gas storage op-
erator. it was founded as a public joint stock company in 
2012, and is 100% owned by Naftogaz. ukraine has 13 un-

Import
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Import flow 
from Russia 
and Belarus

Export flow to Slovakia, Hungary, 
Moldova, Poland and Russia

Naftogaz
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Ukrtransgaz

SSO TSO
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Source: Energy Community Secretariat

derground gas storage facilitates: Ukrtansgaz operates 12 
of them with more than 31 bcm capacity; one underground 
storage is operated by Chornomornaftogaz in crimea with 
cca 1 bcm capacity. underground storage geologic character-
istics could allow an increase of 4 bcm in additional capacity. 

52 licensed suppliers, so-called ‘guaranteed’ suppliers, sell 
gas at a regulated tariff. the number of independent suppli-
ers, selling gas at non-regulated tariffs, fluctuates consider-
ably with the current number being over 600, roughly half of 
them active. the number of Dsos overlaps with the number 
of guaranteed suppliers. 

Ukraine applies a post stamp tariff. As a result, every final 
customer in ukraine connected to the distribution grid pays 
the same grid tariff, irrelevant of the geographical region or 
any other characteristic. the aggregated grid tariff - a sum 
of the transmission and distribution part - remains constant, 
whereas the transmission and distribution components vary 
for different regions (“oblasts”). this could be interpreted as 
the introduction of some elements of an entry-exit system. 

During the reporting period, the basic market structure has 
experienced important changes. the main characteristics of 
this transformation are diversification of supplies in terms of 
both routes and suppliers, increase of independent traders’ 
shares on the market, intensifying efforts to release captive 
domestic gas reserves, both conventional and unconvention-
al.

Firstly, the government abolished the monopoly of Naftogaz 
on gas imports, allowing other suppliers and eligible custom-
ers to contract imported gas for their needs. the emergence 
of the Ostchem holding - a company that controls ukraine’s 

fertilizer sector - as the biggest single eligible customer, buy-
ing 14.9% of ukraine’s whole gas consumption in 2012 from 
a foreign supplier different than Nafotgaz, reduced the Naf-
togaz share of the market to 80.8%. out of this, 46.7% was 
imported gas and 34.1% was gas produced by Naftogaz. Do-
mestic independent suppliers (suppliers who are not under 
the control of Naftogaz) represented 4.4% of the market.

secondly, Naftogaz and the other suppliers are diversifying 
their portfolios by purchasing gas from sources other than 
Gazprom, namely, from European undertakings such as RWE, 
via Hungary and Poland. the precondition for the two men-
tioned cases was that the interconnectors allow for physical 
reverse flow, and agreements were signed between Ukrtrans-
gaz, and Poland and Hungary’s transmission system opera-
tors on 1 november 2012 and 1 april 2013 respectively. the 
third potential route is from slovakia – this interconnection 
point at Vel’ke Kapushany has a transmission capacity of 92 
bcm/y. However, reverse flow from Slovakia to Ukraine has 
not started yet and is subject to further discussions between 
the two national tsos.

this market openinig will be challenging for Naftogaz as it 
may be progressively losing its dominant position on the gas 
wholesale market, being constrained to supply gas to the 
public sector. as the regulated prices for supply to house-
holds and public institutions are several times lower than the 
price of imported gas, this will lead to permanent generation 
of losses in Naftogaz. in addition, the problem of take-or-pay 
contract clauses with Gazprom remains unsolved. take-or-pay 
provisions of the 2009 Naftogaz-Gazprom supply contract set 
relatively high minimum annual gas quantities that ukraine 
obliged itself to take from russia. as ukraine has reduced its 
annual demand and started to import gas from sources other 

gas | contracting PartiEs | uKrainE

122 | EnErgy community sEcrEtariat EnErgy community sEcrEtariat | 123

G
as



than Gazprom, this might create a situation where ukraine 
receives quantities from Russia which are significantly under 
the contracted minimum and could be obliged to pay the dif-
ference between the said minimum and the realized annual 
imports.

on the consumption side, domestic producers (predominant-
ly state-owned) - are obliged to offer their whole annual pro-
duction for the supply of ukraine’s households (“population” 
in ukrainian legal terms) under regulated prices. regulated 
gas prices represent a major impediment to investments into 
gas production, especially keeping in mind ukraine’s ambi-
tious plan to reach 90% of its needs from domestic sources 
by 2030. Prices determined by or under the influence of pub-
lic authorities often do not reflect market fundamentals and 
are motivated by social or political aspects. typically, they are 
between 5-6 times lower than the price of imported russian 
gas.

b. Progress made in 2012/2013 

some progress has been made during the reporting period, 
though significantly less than what has been announced by 
the authorities. 

Ukraine further improved the legal, fiscal and contractual 
framework for gas exploration and production. new subsoil 
and land codes have been drafted. the regulatory authority, 
national Electricity regulatory commission (nErc), has ad-
opted harmonised contracts on connection and access to the 
transmission system.

a government resolution in october 2012 abolished the mo-
nopoly of Naftogaz for gas imports. 

the President’s national action Plan for 2013 to implement 
the Program of Economic reforms 2010 - 2014, focuses, inter 
alia, on launching the reform programme for Naftogaz and 
fulfilling the obligations of the Energy Community related to 
unbundling. a reorganisation program is being prepared by 
Ernst&Young and Rothschild Group. 

the Pipeline transport law already amended in may 2012, 
which allows for the restructuring of Naftogaz but still bans 
the privatization of grid assets, has been submitted to Parlia-
ment for another round of amendments this year. now the 
aim is to allow for the privatization of core assets, subject to 
the government’s approval. it is uncertain if these amend-
ments will ever be adopted, or rather withdrawn from the 
procedure. this example shows that the reform process is er-
ratic and nontransparent, rather than being structured by a 
strategy with clear objectives and actions. the adoption of a 
strategy has already been pending for two years. in this way, 
transparency of the process is at stake.

one of the major obstacles in relations with the secretariat is 
the lack of communication with ukraine authorities. almost 

none of the draft acts are being communicated to the secre-
tariat for assessment. in addition, ukraine fails to use avail-
able donor assistance to its full scale.

c. state of compliance 

ukraine’s gas legislation is characterized by a high degree of 
inconsistencies, overlaps and even contradictions between 
the different legislative acts. Even though the 2010 law on 
the Principles of Functioning of the natural gas market – the 
gas law upon which ukraine joined to the Energy com-
munity – addresses gas market organization and reflects 
the acquis’ provisions in a rather systematic way, it does not 
derogate previous legislative acts and is contradicted by the 
preceding laws. 

1. Authorisation criteria: the gas law does not lay down 
non-discriminatory criteria to obtain a license. authorization 
(construction) procedures are not described either.

2. the unbundling provisions of Directive 2003/55/Ec are 
transposed by the gas law. 

Ukrtransgaz went through reorganization last year, when it 
was transformed into a public joint stock company still 100% 
owned by Naftogaz. Functional unbundling has not been 
fully implemented. the company’s Board of Directors is ap-
pointed by the government upon the proposal of Naftogaz. 
the supervisory council is comprised of representatives of the 
government, Ukrtransgaz, and heads of departments of Naf-
togaz, including its deputy chairman. as goes for all subsid-
iaries and affiliates, Ukrtransgaz mainly carries out day-to-day 
operations, whereas the making of general operational and 
financial decisions as well as the functions of asset manage-
ment is entrusted mainly to the holding company, Naftogaz. 
Finally, a compliance program is not in place.

the other vertically integrated utility, Chornomornaftogaz, 
has not yet started legal unbundling to the secretariat’s 
knowledge.

the government’s resolution on approval of the Procedure 
for Identification of the Guaranteed Suppliers of Natural Gas 
introduced the requirement of unbundling distribution ac-
tivities from supply at a regulated tariff (as this act obviously 
treats only guaranteed supply, that is to say supply of last 
resort) by 1 January 2015 at the latest. this act gave nErc 
responsibility to monitor this process. Finally, the resolution 
abolished ownership of the distribution network as a precon-
dition for a supply licence.

3. Third Party Access to the gas transport system is granted 
by law to all natural gas suppliers and consumers under reg-
ulated and non-discriminatory conditions. Ukrtransgaz pro-
vides third party access services to the system users. 

access can be contracted for a calendar year and is governed 

by NERC’s Procedure for Accessing the Unified Gas Transit 
system of ukraine, adopted and already amended in 2012. 
this document does not fully transpose the requirements of 
Directive 2003/55/Ec or regulation (Ec) 1775/2005. in par-
ticular, priority access to the transmission grid for i) suppliers 
with public service obligations (who supply households, in-
stitutions and organizations funded from the state and local 
budgets, business entities that generate heat) and ii) natural 
gas market entities which contracted services with tso on 
long-term basis, violates the principle of non-discrimination. 
it also does not abolish the distinction between transmission 
and cross-border flow (transit) thus denying NERC’s compe-
tence to regulate the transit as contracted between Naftogaz 
and Gazprom. Ukrtransgaz however only receives a part of 
the “transit” revenues (the percentage is unknown), whereas 
the main revenue goes to Naftogaz. moreover, certain ele-
ments relevant for third party access are still missing, such as 
access to linepack, ancillary services and upstream pipeline 
networks.

the Procedure was apparently revised and improved by 
nErc, related namely to distinguishing between supply and 
distribution activities. However, the updated version has not 
been communicated to the secretariat and could therefore 
not be assessed.

new customers submitting a request for connection to the 
transmission grid are granted the connection under regulated 
tariffs, set by nErc based on a cost-plus methodology. 

access to the storage system is regulated. it is governed by 
NERC’s Procedure for Accessing the Unified Gas Transit Sys-
tem of ukraine. However, the operator claims that the tariff 
for storage operation is not cost-reflective, which results in a 
part of the storage capacity being mothballed. the secretariat 
was not able to verify this.

the status of the ownership of gas distribution networks re-
mains unclear. the government is yet to decide which of the 

options will be implemented in the future: long-term lease 
or concession agreements, or privatization of the distribution 
grids.

4. Market opening and eligibility: according to nErc’s 
resolution on the opening of the gas market, a timetable 
was introduced to authorize different clusters of customers 
to freely choose their gas supplier: industrial customers from 
1 march 2012; government organisations from 1 January 
2013; district heating companies supplying heat to house-
holds as of 1 January 2014, and residential consumers from 
1 January 2015. this timetable fails to fully meet the terms 
of the accession Protocol, which set a deadline for all non 
household customers to become eligible by 1 January 2012. 
in practice, however, some eligible customers switched their 
supplier. 

the wholesale gas market price has been capped by nErc. 
as the cap price is at present comparable with the gas import 
price, the reasons for this practice are not clear. 

at present, household consumers are exclusively supplied 
with domestic gas at a tariff set by nErc. there continues to 
be a lack of metering devices available for households. ac-
cording to the gas metering law, 100% gas meter cover-
age only has to be in place by 2018, yet the current situation 
will impede practical market opening beyond the envisaged 
deadline.

regulated gas prices below cost-recovery violate the acquis. 
They also have severe impacts on the financial viability of Naf-
togaz and affiliated companies. According to the Internation-
al Monetary Fund’s estimations, Naftogaz suffered deficits of 
1.7% and 1.5% of gDP in 2010 and 2011 as a result of such 
regulation, which may have risen towards 2% in 2012. For 
more than three years, there has been no gas price increase 
to the public sector, making the prospect of gas market re-
form dim.

gas | contracting PartiEs | uKrainE

124 | EnErgy community sEcrEtariat EnErgy community sEcrEtariat | 125

G
as



the government’s resolution on approval of the Procedure 
for Identification of the Guaranteed Suppliers of Natural 
gas fails to specify the role of guaranteed suppliers after 
full market opening. it also introduces a territorial principle 
which permits only one guaranteed supplier per administra-
tive territorial unit. this principle has been introduced as such, 
without any detailed reasoning and cannot be considered 
anything other than discriminatory. The Resolution specifies 
that the guaranteed supplier shall purchase gas at regulated 
prices, from an entity to be appointed by the government. 
this provision is likely to establish a barrier for new entrants. 
guaranteed suppliers should purchase the gas at the market. 
this provision thus introduces de facto a single buyer model 
and will lead to the foreclosure of the gas market.

the government proclaimed Naftogaz as a guaranteed sup-
plier for big consumers.

5. Third Party Access services, capacity allocation 
mechanisms, congestion management procedures and 
balancing rules: Principles for capacity allocation and con-
gestion management, transparency requirements and rules 
on secondary market trading are not in place. at present, 
Ukrtransgaz offers firm capacity only on an annual basis. It 
does not provide services on a shorter (or longer) basis, or 
interruptible services. capacity allocation has not been per-
formed under market procedures at different time horizons 
(no electronic platform in place and consequently majority of 

transparency provisions could not have been developed). the 
balancing regime is indirectly approved by nErc in the Proce-
dure for Accessing the Unified Gas Transit System of Ukraine. 
However, this cannot be considered sufficient as there is no 
methodology for the calculation of imbalance charges or final 
tariffs on balancing - the balancing costs are socialised over 
the network users. consequently, regulation (Ec) 1775/2005 
has not yet been implemented. 

6. Security of supply: Definitions of the roles and respon-
sibilities of different gas market players and of minimum 
security of supply standards are only generally in place, but 
should be clarified further. The Law on Supplying Customers 
with natural gas stipulates that natural gas suppliers have to 
ensure a security gas reserve of 10% of quarterly contracted 
supply volumes to customers. in this context, the government 
approved Decrees on the obligations of the undertakings to 
ensure natural gas reserves and on forecasting the annual 
balance for supply/demand in ukraine. the terms “long term 
gas supply contract” and “major supply disruption” still need 
to be defined in accordance with Directive 2004/67/EC. Fur-
thermore, supply standards, protected customers, up-to-date 
national emergency measures and list of instruments for se-
curity of gas supply have to be defined, together with re-
gional mechanisms in case of major international disruptions. 
there are no adequate provisions for reporting and monitor-
ing security of supply within the existing law. ukraine has still 
not fully transposed Directive 2004/67/Ec.

CUSTOMER PROTECTION 

The notion of vulnerable customer has not been defined in the energy sector, but in Ukraine’s general social protection 
schemes. aspects that would need to be reinforced in the course of implementing the third Energy Package include a mini-
mum content for suppliers’ contracts with the consumer and a provision that consumers will not be charged for changing 
supplier.

Implementation of the Third Energy Package

The Accession Protocol stipulates that Ukraine will fulfil all obligations imposed on the Contracting Parties by the Treaty and 
by “all Decisions and Procedural Acts adopted in application of the Treaty”. nevertheless, ukraine stated in october 2011 
that it would consider the third Package decision binding only after completion of all necessary internal procedures. ukraine 
was urged to accelerate the adoption and implementation of the third Energy Package at the ministerial council meeting in 
2012. it is worth mentioning that the adaptation of the ukrainian legislation to the third Package is envisaged by the draft 
Energy strategy for 2030.

UNBUNDLING

ukraine’s tsos are not unbundled in the context of the third Energy Package. Ukrtransgaz is 100% owned by Naftogaz, but 
the functional unbundling, let alone the requirements of the third Energy Package, have not been implemented. the other 
tso, Chornomornaftogaz, is a vertically integrated undertaking.

REGULATORY AUTHORITY

The legal framework specifies that the regulators are subordinated to the President - NERC is “a collegial government body 
subordinated to the President of ukraine and reporting to the Verkhovna rada of ukraine”. the laws governing the function-
ing of the regulator need to secure a higher degree of independence. the current legal framework regarding the role of the 
regulator is not line with the third Energy Package requirements.

d. conclusions and Priorities 

ukraine has the potential to transform its gas sector into a 
modern gas market which would increase the efficiency of 
the economy, trigger investment cycles, boost employment 
and improve the quality of life of its citizens. By creating a 
functioning gas market, ukraine would also improve its secu-
rity of supply substantially and sustain and increase its domes-
tic output. This process is a difficult one, including some in-
evitable difficulties to be surmounted. In this respect, Ukraine 
will have to accelerate the speed of its reforms. the faster 
ukraine implements the Energy community gas acquis, the 
more certain and favourable an outcome could be achieved.

in particular, ukraine should consider introducing a new and 
comprehensive law regulating the gas sector. Experience 
shows that the various existing laws overlap and do not es-
tablish clear primacy. moreover, nErc should be granted with 
additional competences, such as jurisdiction on international 
interconnections, and competence for cross-border disputes 
and conflicts concerning access or use of the system. Regu-
lated prices need to be adjusted as Naftogaz is incurring high 
debts. regulation of prices of domestic gas production (which 
is state-owned) must be abandoned. on the other hand, gas 

commodity prices should not be capped at the wholesale 
level. Prices should be created from demand and supply fun-
damentals as a result of competition between domestically 
produced natural gas, imported gas and alternate fuels.

restructuring Naftogaz and reforming the gas market re-
quires that Naftogaz be able to sell gas to the public sector 
(comprising of, inter alia, households, institutions and orga-
nizations funded from the state and local budgets) at a more 
cost reflective price, as is the case with the industrial sector. 
the state subsidies are being gradually removed.

Ukraine should also finalise the unbundling of companies op-
erating in the gas sector (such as Naftogaz and the distribu-
tion companies). Ukrtransgaz in particular needs to be turned 
into a profitable company that could ultimately finance on its 
own much of the investments required to ensure the most 
effective operation of ukraine’s transmission system. Differ-
ences between transit (cross border) and transmission activi-
ties should be abolished. As a first step, the current income 
for transit should be transferred to Ukrtransgaz. capacity al-
location, balancing and transparency rules for tsos should be 
developed. Finally, the status of the third Energy Package in 
Ukraine should be clarified.
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3.4 oil – a regional overview

a. the oil sector in the Energy community 

oil is an international commodity, and the markets in the En-
ergy community are closely intertwined with developments 
on a global level. Due to a high import dependency with a 
limited number of domestic producers, security of oil supply 
is of special concern to the Energy community contracting 
Parties. the dependency is aggravated by the lack of intercon-
nections to facilitate oil flows, as well as insufficient storage 
capacities. 

1. Crude oil production and trade

Domestic oil production in all contracting Parties in 2012 was 
around 6 million tonnes, 1.8% higher than in 2011. this is 
the result of an increase in oil production by 15% in albania, 
and 9.4% in serbia. albania is the only contracting Party that 
continues to export crude oil. in 2012, albanian exports were 
at 936,900 tons compared to 696,800 tons in 2011. the 
total imports of crude oil to all contracting Parties in 2012 
was around 6 million tons. it thus declined by around 46.8% 
compared to 2011, mainly due to the decline in crude oil im-
ports to ukraine (73%) and to the former yugoslav republic 
of macedonia (61%). the main source of oil imports is russia.

in Albania, crude oil production was around 1.03 million 
tonnes/year in 2012. Production is mainly in the hands of for-
eign investors. Albpetrol, the state-owned oil company, was 
supposed to be privatized as well. However, the government 
invalidated the winning bid by Vetro Energy for Albpetrol af-
ter the company failed to make a down payment as agreed. 
a new tender is expected for the second half of 2013. Dur-
ing the reporting period, the canadian oil company Bankers 
Petroleum continued and will continue to explore for hydro-
carbons and to invest in albania after the unsuccessful drilling 
at the first well in Block F. At the end of July 2013, Bankers 
Petroleum also suspended drilling at the second well as it did 
not encounter any hydrocarbon-bearing zones that would 
merit testing. another canadian oil company, Petromanas, 
started drilling in December 2012 at the Juban-1 well located 
on Block a in northern albania, and is continuing drilling of 
the shpirag-2 well. 

the exploration activities in Bosnia and Herzegovina (re-
publika srpska) are scheduled to begin at the end of 2013 
by Jadran-Naftagas, Banja Luka, owned by Naftna Industrija 
Srbije (NIS) and russian company Neftegazinkor. 

in Croatia, crude production declined in 2012 by 17% due 
to the natural depletion of the oilfields. Production in 2012 
was around 549,000 tons. it focused mainly on two (re-entry) 
wells, Kal-4r and mol-35. the enhanced oil recovery project 
on the ivani} and Žutica fields and of the Medimurje proj-
ect was continued. moreover, the onshore wells Hrastilnica-3 
and Deletovci-1Z (in East Slavonija) successfully finished ex-

ploration drilling during the reporting period. By contrast, the 
exploration drillings at wells zalta-1 East and antunovac-1 
were considered unsuccessful. 

in Montenegro, the announced tender for the award of the 
offshore hydrocarbons production concession contract was 
approved by the government in July 2013. the deadline for 
bids’ submission will be the end of February 2014. 

in Serbia, the domestic oil production during 2012 was 
around 1.13 million tonnes, an increase by 9.4% compared 
to 2011. serbia has some oil reserves, however, these are not 
sufficient to satisfy domestic consumption. Production of oil 
in serbia takes place in 20 oil deposits (plus 7 oil and gas 
fields). They are mostly located in the territory of Vojvodina. 
the only company in serbia engaged in exploration and pro-
duction of oil is Naftna Industrija Srbije (NIS), 56.15% owned 
by the russian company Gazprom. NIS holds the license for 
geological explorations of oil in the exploration area of serbia 
south of the sava and Danube, as well as in the territory of 
Vojvodina. 

Ukraine in 2012 conducted three tenders for production 
sharing agreements on the yuzivska (Kharkiv and Donetsk re-
gions), oleske (lviv and ivano-Frankivsk regions) and skyfske 
fields (the Black Sea shelf). Furthermore, Naftogaz success-
fully concluded tests at the exploratory well runovshchynska 
#110 in the Budyshchansko-chutovskyi acreage, already the 
second discovery in the Poltava region. 

2. Refinery activities and trade in oil products

as regards the domestic production of petroleum products, 
i.e. refinery activities in the Contracting Parties, the volume 
of 10.7 million tons of petroleum products processed in 2012 
constitutes a decline by 40% compared to 2011. this is to 
be attributed to the decrease in refinery activities in Ukraine 
(-62%) and in the former yugoslav republic of macedonia 
(-65%). 

in Croatia, the introduction of an isomerisation unit at the 
Sisak Refinery in 2012 has significantly improved the octane 
pool in gasoline blending. As a large scale refinery develop-
ment program was already completed in 2011, the overall 
investment in 2012 was lower than in the previous year. in 
Serbia, NIS opened the modernised Pan~evo Oil refinery in 
november 2012. the next phase of investments in its mod-
ernization has already started and will be implemented within 
two to three years. NIS will also continue with the modern-
ization of the basic oils refinery in Novi Sad. Modernization 
of the Crude Oil Refinery Brod in Bosnia and Herzegovina 
hascontinued in 2012. no investments during the reporting 
took place in albania, former yugoslav republic of macedo-
nia and ukraine.

the export of petroleum products from the contracting Par-
ties in 2012 declined by 38% to 3.9 million tonnes. again, 

this is to be attributed mainly to a decline of some 60% in 
ukrainian exports. the same goes for the import of petroleum 
products which declined by 26% to a level of around 10.1 
million tons in 2012. the overall consumption of petroleum 
products in the contracting Parties in 2012 was 22.3 million 
tons (a decline of 5.6% compared to 2011).

3. Oil infrastructure

With regard to the oil infrastructure, there have been no sig-

nificant changes. No additional storage capacities or oil ter-
minals were built. the existing regional oil network infrastruc-
ture remains limited. some envisaged new oil pipelines like 
PEOP and AMBO remain uncertain.

storage capacities in the contracting Parties amount to 8.8 
mcm. Most of them are in use by refineries for their daily 
operations. the existing storage capacity is a long way short 
of the additional 12.5 mcm required to comply with Directive 
2009/119/Ec.
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4. Domestic oil markets

markets for oil and petroleum products:

the oil markets in the contracting Parties are relatively open. 
suppliers can enter the market and gain access to networks 
and storage facilities. in some contracting Parties like croatia, 
the former yugoslav republic of macedonia, moldova and 
montenegro, some prices are regulated whereas in others, 
prices are formed by the markets alone.

in Albania the market is free and sets the prices of petroleum 
products without state intervention. according to article 7 of 
the Law on the Refining, Transportation and Trading of Oil, 
gas and their Products, the government may impose tempo-
rary restrictions on maximum or minimum retailed prices but 
this intervention has not been applied so far. 
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in Bosnia and Herzegovina the prices of petroleum prod-
ucts have been fully liberalised since 2000 and are formed by 
the oil companies without government intervention. 

in Croatia, a price cap for petroleum products is determined 
in accordance with the ordinance on Determining the maxi-
mum retail Prices of Petroleum. according to this ordinance, 
the maximum prices are adapted every two weeks and are 
published on the website of the ministry of Economy one 
working day prior to the price change. Prices of petroleum 
products are to follow changes in their prices on the mediter-
ranean market and changes in the usD exchange rate, limited 
to a margin of 3% upwards and 6% downwards. 

in the former yugoslav republic of Macedonia the establish-
ment of petroleum products prices falls under the compe-
tence of the Energy regulatory commission (Erc). according 
to the law on Energy, the Erc adopts acts and methodolo-
gies for oil derivatives and fuels for transport, stipulates the 
manner of setting, approves and controls refinery and retail 
prices for petrol, diesel fuels, light fuel oil and mazut, as well 
as retail prices for blends of fossil fuels and biofuels for trans-
port. Prices of oil derivatives are determined every two weeks.

in Kosovo*, the market sets the price of petroleum products 
apart from in cases of disturbances which may not last lon-
ger than 90 days according to the applicable legislation. For 
reasons of consumer protection, elimination of market dis-
tortions or other reasons in the country’s interests, the gov-
ernment can define maximum/minimum prices for wholesale 
and retail sales, define maximal trade margins for wholesale 
and retail sales, and take other actions.

in Montenegro, the prices for petroleum products are set by 
the state, according to the Decree on the method of setting 
maximum retail Prices of Petroleum Products. in addition to 
that, the ministry of Economy has the right to suspend the 
application of maximum retail prices, or change the price for-
mula in emergency cases or force majeure.

in Serbia, the liberalisation of the oil product market in Janu-
ary 2011 shows concrete results. Prices of petroleum prod-
ucts, the storage of crude oil and petroleum products, and 
wholesale trade are set by the market. in accordance with 
the law on trade, however, the government may take short-
term measures if there is a disturbance in the market. also, 
in accordance with Energy law, the government could pre-
scribe the maximum level of prices to prevent disruptions in 
the oil market. in august 2012, the government increased 
the excises for both gasoline and diesel fuels. Prices for oil 
pipeline transport and oil derivative pipeline transport are 
regulated. Pipelines are considered natural monopolies but 
third-party access to the pipelines is possible. 

in Ukraine the crude oil and petroleum products market is 
liberalised. 

b. the acquis on oil 

Based on the ministerial council’s Decision 2008/03/mc-Enc 
in December 2008, the treaty – which hitherto only applied 
to electricity and gas – was extended to include oil as well. 
moreover, an oil Forum as a regional consultation platform 
was created. By this decision, the treaty’s provisions on, inter 
alia, the environment, competition and the free movement of 
energy (article 41 of the treaty) have been made applicable 
to oil. 

in october 2012, the ministerial council went one decisive 
step further by adopting the oil stocks Directive 2009/119/
Ec imposing an obligation on contracting Parties to maintain 
minimum stocks of crude oil and/or petroleum products. the 
contracting Parties are now under a legally binding obliga-
tion to fully implement this Directive by 1 January 2023.

the main objective of Directive 2009/119/Ec is to maintain a 
high level of security for oil supply in the participating coun-
tries through reliable and transparent mechanisms based 
on solidarity. in more concrete terms, the Directive requires 
stockholding for 90 days of net imports or 61 days of inland 
consumption in the preceding year, whichever is greater. it 
also requires enabling the competent authorities to release 
quickly, effectively and transparently some or all of their 
stocks in the event of a major supply disruption.

By the incorporation of Directive 2009/119/Ec into the En-
ergy community, the ministerial council acknowledged that 
the availability of oil stocks and the safeguarding of energy 
supply are essential elements of public security for the En-
ergy community and each contracting Party. currently, the 
oil quantities held by the contracting Parties do not satisfy 
the stockholding obligation under the Directive. taking into 
account the forecasted increase of consumption over the next 
ten years, the contracting Parties should increase their stock-
holding capacities by about 12.5 mcm. the required invest-
ments for building new storage capacity and modernisation 
of the existing stocks have been estimated at Eur 2.9 billion. 
the investment for the purchase of crude oil and petroleum 
products for storage may amount to Eur 4.7 billion according 
to the secretariat’s study on emergency oil stocks conducted 
in 2011.

Full and timely implementation of the Directive will determine 
the agenda of the oil Forum for the upcoming years. in or-
der to implement Directive 2009/119/Ec on time, the Fourth 
Forum called for a speedy preparation of (updated) roadmaps 
and setting out concrete implementation steps for each con-
tracting Party with a view to transpose the Directive by De-
cember 2014 at the latest. contracting Parties were invited to 
submit their drafts to the secretariat in early 2013.

c. state of implementation 

in discussing the state of implementation, the present report 
will focus on the steps undertaken by the contracting Par-
ties to transpose and implement Directive 2009/119/Ec. it will 
also briefly summarize problems with customs duties levied 
on oil or oil products, as prohibited by article 41 of the treaty. 
other issues pertaining to the oil sectors, such as the imple-
mentation of the sulphur in Fuels Directive 1999/32/Ec, are 
discussed in the chapter on environment.

1. The state of implementation of Directive 2009/119/EC 

in order to be in compliance with Directive 2009/119/Ec con-
tracting Parties need to change their domestic legal frame-
work, they need to implement specific measures related to 
oil (crude oil and products) stockholding, they need to decide 
about or review the stockholding structure, and they need to 
improve the response systems in case of an emergency. 

the legal framework needs to change in particular for the 
method of calculating the obligatory oil stocks, the rights of 
the agencies/companies to delegate their stockholding obli-
gations, procedures in case of oil supply disruptions, and the 
obligation to submit monthly statistical summaries of the level 
of commercial stocks.

the stockholding structure differs from contracting Party 
to Contracting Party, reflecting the different political and 
oil supply structures. some of the contracting Parties direct 
companies to hold minimum levels of stocks as part of their 
commercial stocks, others by setting up a non-profit public 
body (e.g. agency or directorate).

the procedures for supply disruptions need to be amended 
so as to include the secretariat and the International Energy 
Agency (IEA) in the process. the contracting Parties must 
ensure that the procedures and structures in place enable 
their competent authorities to release quickly, effectively and 
transparently some or all of their emergency stocks and spe-
cific stocks in the event of a major supply disruption, and to 
impose general or specific restrictions on consumption. More-
over, the contracting Parties need to have contingency plans 
implemented for the event of a major supply disruption. 

Whilst the contracting Parties are requested to become 
compliant with the Directive by 2023 through a phased pro-
gramme of changes and investment, it is also important to 
note that some currently have no legislation on compulsory 
stocks of oil at all. it is important for contracting Parties to 
start transposing the Directive in laws, regulations and ad-
ministrative provisions, and continue to build institutions with 
the capacity to effectively deal with the workload stemming 
from implementing Directive 2009/119/Ec. the current state 
of play regarding the stockholding policy of each contracting 
Party is as follows:

in Albania, the government has established an inter-institu-
tional working group which reviewed the existing legal and 
institutional framework for security of oil supply. the group 
will present to the government a proposal for an oil stock-
holding policy during 2013. 

Bosnia and Herzegovina currently has no legislation on 
compulsory stocks of oil and petroleum products in place. 
However, both entities adopted/amended their oil and petro-
leum laws in october 2012. the commodity reserves will be 
in charge of the oil stockholding policy in both entities. 

in Croatia, HANDA (the oil stocks agency) has established 
oil stocks for 90 days of consumption. 480,000 mcm of addi-
tional storage facilities for crude oil and 270,000 mcm for pe-
troleum products are under construction. in December 2012, 
croatia adopted amendments to the oil and Petroleum Prod-
ucts market law by which the fee for oil stocks previously 
collected by HANDA became part of the excise duty. HANDA 
is now financed from the State budget. 

in the former yugoslav republic of Macedonia the com-
pulsory oil stocks are regulated by the law on compulsory 
reserves of oil and oil Derivatives of 2008, as well as by a 
Decree on the method for Determining, calculating, and 
the Payment of the Fee for the compulsory reserves. a new 
draft law, meant to align national legislation with Directive 
2009/119/Ec, is expected to be proposed to the government 
by the ministry of Finance. 

in Kosovo*, a Division for obligatory oil stocks within the 
Department of state commodity reserves is not yet estab-
lished. this Division is supposed to deal with emergency oil 
stocks as a temporary solution and to prepare the necessary 
steps to form a central stockholding entity at a later stage. a 
draft law on Petroleum and Petroleum Products market was 
prepared by the ministry of trade and industry. the draft sets 
out the basic conditions for development and maintenance 
of obligatory reserves of petroleum products and regulates 
wholesale and retail trade, import, storage and processing of 
petroleum products. a strategy for creating and maintaining 
the obligatory oil stocks will be drafted after the approval of 
this law. 

in Moldova no progress was reported regarding the legis-
lative framework on oil stocks. the envisaged Decree on 
strategic reserves of oil Products, which would include a re-
quirement of storage covering 90 days and the manner of 
formation, maintenance and management of strategic stocks 
of oil and oil products, has not been adopted by the govern-
ment. 

in Montenegro no progress can be reported concerning 
emergency oil stocks. the real situation still does not corre-
spond to the requirements of the Energy law. in accordance 
with its article 174 and the government’s Work Program for 
2010, a Decree on mandatory strategic stocks of oil and Pe-
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troleum Products was supposed to be adopted. this Decree 
should define the requirement of 90 days coverage, including 
the manner of formation, maintenance and management of 
strategic stocks of oil and oil products. the Decree was not 
adopted, even though it had been announced for 2011.

in Serbia, the oil stockholding policy is regulated by the com-
modity reserves law and by the Energy law. in accordance 
with the commodity reserves law, the Directorate for com-
modity reserves is in charge of all commodity reserves includ-
ing oil stocks. a new commodity reserves law in line with 
Directive 2009/119/Ec is expected to be adopted by the end 
of 2013. the draft law envisages the establishment of a more 
complex organisational structure. a separate sector within the 
ministry of Energy, Development and Environmental Protection 
will manage the establishment, maintenance, investment and 
reporting of oil stocks. the Directorate for commodity will re-
main responsible for procurement, storage, and managing the 
construction of new and reconstruction of existing storage ca-
pacity. the draft also foresees that the investments related to 
maintaining compulsory stocks as well as the necessary oil and 
oil products will be secured from a compensation fund to which 
producers and importers of oil and oil products will contribute. 

in Ukraine, a government resolution from 2009 envisages 
the creation of emergency oil and petroleum product stocks 
by 2020. the country is apparently preparing a new draft law 
to be in compliance with Directive 2009/119/Ec. the secre-
tariat has no official information on this topic.

2. A regional approach to stockholding 

as an alternative to implementing the stock-holding obliga-
tion on a national level, it should be possible for oil stocks to 
be held at any location across the Energy community, pro-
vided that they are physically accessible and subject to coop-
eration in cases of emergency based on bilateral and regional 
agreements. a pragmatic reason for considering a regional 
approach to emergency oil stockholding is cost minimisation 
for building and operating storage facilities.

to realise such an approach, the secretariat suggests each 
contracting Party establish a national emergency oil stocks 
entity. these entities will be responsible for national oil 
emergency stockholding measures and for liaison with the 
secretariat on matters of regional response to an oil supply 
emergency. this requires the existence of an appropriate le-
gal framework in each contracting Party, which must allow 
for efficient emergency management on both a national and 
regional level. the secretariat will continue to monitor the 

progress in building the required storage capacities. 

on this basis the secretariat planned for 2013 - 2014 coor-
dinated assistance to the drafting of legislation transposing 
Directive 2009/119/Ec, legislation dealing with emergency 
response systems, preparation of an oil stockholding strategy, 
the definition of an action plan or roadmap, the establish-
ment of a central stockholding entity, (including the internal 
structure, procurement procedures, tender documentation, 
storage contracts, delegation contracts, financing), drafting 
by-laws and regulations on monitoring and reporting of oil 
stocks, drafting intergovernmental agreements on stockhold-
ing etc. the contracting Parties were encouraged to raise ad-
ditional topics they would like to be addressed, as well as the 
timing for the experts’ visit.

3. Customs duties on oil and oil products

Barriers to the free movement of energy between the Par-
ties in the form of customs duties are still present in albania, 
Bosnia and Herzegovina, croatia, Kosovo* and serbia which 
contravenes article 41 of the treaty. the secretariat has dis-
cussed and reiterated this issue with all above mentioned 
contracting Parties and it intends to take enforcement action 
by the end of 2013 in cases where such violations are not be-
ing brought to an end. 

d. conclusions and Priorities 

after the adoption of Directive 2009/119/Ec, contracting 
Parties are now expected to bring into force the laws, regula-
tions and administrative provisions necessary for compliance 
within 2013 and 2014. the necessary institutional adapta-
tions to the Directive, which have to be proposed by the 
European commission, are urgently needed to accomplish 
this task successfully and in a meaningful manner. the sec-
retariat is ready to provide legal assistance on the existing/
new legal, organisational and management framework. this 
includes support in outlining efficient and concrete coopera-
tion schemes for a regional approach (e.g. joint stock holding 
among contracting Parties and coordinated stock draw to 
maximize the economic benefits). 

Furthermore, conceptualisation and coordination of activities 
related to the maintenance of oil reserves and a plan for their 
coordinated use (i.e. stock drawdown in case of market dis-
ruption) is already important at this stage. Finally, abolishing 
non-compliant customs duties by the end of 2013 should be 
another priority for albania, Bosnia and Herzegovina, croatia, 
Kosovo* and serbia.
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3.5.1 rEnEWaBlE EnErgy –  
a regional overview

renewable energy represents one of the pillars of the energy 
acquis in the treaty. it is one of the areas, along with energy 
efficiency and environmental protection, where the Contract-
ing Parties have significant potential for further development 
that can contribute to security of supply, diversification of the 
energy mix and to climate change mitigation.

initially, Directive 2001/77/Ec on the Promotion of Electricity 
from renewable Energy sources and Directive 2003/30//Ec 
on Biofuels used in transport were included in article 20 of 
the treaty and the adoption of plans for the implementation 
of the two Directives was the only obligation assumed by the 
contracting Parties.

in 2009, the European union adopted Directive 2009/28/Ec. 
the Energy community followed suit and started working on 
the proper adaptation of the new Directive for the inclusion 
in its acquis.

in 2009, with the exception of ukraine, all contracting Par-
ties had significantly higher shares of energy from renewable 
sources in the gross final energy consumption compared with 

the 8.5% renewable energy share registered by the Eu-27 in 
2005. this is mostly due to hydro and biomass consumption 
which also represents the highest potential of all renewable 
energy sources in the contracting Parties.

a. the acquis on renewable energy 

in 2012, the ministerial council of the Energy community 
adopted Decision 2012/04/mc-Enc on the implementation 
of renewable Energy Directive 2009/28/Ec and amending 
article 20 of the Energy community treaty. article 20 of the 
treaty now includes an obligation for the contracting Parties 
to implement Directive 2009/28/Ec by 1 January 2014.

the Directive lays down mandatory national targets to be 
achieved through promoting the use of renewable energy in 
the electricity, heating and cooling, and transport sectors. 

When incorporating Directive 2009/28/Ec into the Energy 
community acquis, the ministerial council adapted the Direc-
tive. most notably, the binding targets for the share of energy 
from renewable sources in the gross final consumption of en-
ergy in 2020 were determined for each contracting Party, 
based on a similar methodology as for Eu member states. 
they are as follows: 

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%

RES Share 2009 2020 RES target

Ukraine 5.5% 11%

Serbia 21.2% 27%

Montenegro 26.3% 33%

Moldova 11.9% 17%

Kosovo* 18.9% 25%

FYR of Macedonia 21.9% 28%

Croatia 12.6% 20%

Bosnia and Herzegovina 34.0% 40,0%

Albania 31.2% 38%

source: Energy community

the Directive also foresees that renewable energy, such as 
biofuels, electricity and hydrogen produced from renewable 
sources, accounts for at least 10% of the total fuel consump-
tion in all forms of transport by 2020.

Furthermore, the adaptations also establish the framework 
for the cooperation mechanisms on renewable energy be-
tween Eu member states and contracting Parties. With the 
acceptance of binding targets the contracting Parties can 
participate in all cooperation mechanisms. accordingly, sta-
tistical transfers for the purposes of target achievement will 
be possible independently from the physical flow of electric-

ity. However, certain conditions need to be met to have the 
agreement of the ministerial council for statistical transfers or 
joint support schemes between Eu member states and con-
tracting Parties.

the development of joint projects between Eu member states 
and contracting Parties will still require the physical transfer 
of electricity when the electricity is to count towards the Eu 
member state’s target. the Decision also requires energy au-
dits to be performed every two years to ensure the reliability 
of statistical data provided by the energy statistics.

b. Progress made in 2012/2013 

the contracting Parties should have submitted national re-
newable action Plans (nrEaP) to the secretariat by 30 June 
2013; however, only serbia actually adopted the nrEaP and 
submitted it to the secretariat before the deadline. all other 
contracting Parties have started to draft the nrEaP, with the 
exception of Bosnia and Herzegovina. Kosovo*, the former 
yugoslav republic of macedonia, moldova and ukraine con-
sulted with the secretariat about the draft.

all other contracting Parties have legal and regulatory frame-
works in place to promote energy from renewable sources. 
nevertheless, the transposition of Directive 2009/28/Ec will 
have to be achieved through a comprehensive review of the 
existing legislation. 

Despite widespread support schemes for electricity produced 
from renewable sources very few projects have become op-
erational so far. sketchy and unclear legal and regulatory 
frameworks contribute to this failure as well as cumbersome, 
non-harmonised authorisation, permitting and grid connec-
tion processes.

the existing caps on wind capacities imposed in former yugo-
slav republic of macedonia (100 mW) and serbia (500 mW) 
by 2020 should be gradually removed with the adoption of 
network development plans. these are designed to integrate 
more renewable energy into the grids with the implementa-
tion of a regional approach to balancing the electricity sys-
tems. moreover, generation capacity limits for solar are some-
times in place to minimise the impact of electricity produced 
from renewable sources on the end-customers price (croatia, 
former yugoslav republic of macedonia, serbia). the situa-
tion might change in the future due to a sharp decrease of 
the investment costs in solar PV technology in the last years.

Certification schemes for electricity produced from renewable 
energy sources remain to be implemented in almost all of the 
contracting Parties. However, most of them have already as-
signed bodies to manage the system of guarantees of origin.

With regard to biofuels, the achievements are generally lag-
ging behind the increase in electricity produced from renew-
able energy sources, and vary greatly among the contracting 
Parties. there are contracting Parties with well-developed 
legislation in place while in other cases, contracting Parties 
have not even set indicative renewable targets for transport, 
as shown by the table below.

rEnEWaBlE EnErgy | a rEgional oVErViEW

contracting Party 2008 2009 2010 2011 2012 2013 2014 2015 2016 2020

albania 5% 15%

Bosnia and Herzegovina

Federation BiH 2% 3% 5.75%

republika srpska 2% 3% 5.75% 0.5%* 2.0% 2.5% 3.0% 3.5% 4.5% 10%

croatia 1.24% 1.58% 1.83% 2.48% 3.72% 5.16% 10.05%

Former yugoslav 
republic of macedonia

5.7% 10.3%

Kosovo*

moldova

6% 
bioethanol

5%
biodiesel

20%

montenegro

serbia 0.76% 1.52% 2.28% 0%* 0% 1.5% 3.2% 10%

ukraine
5% 

bioethanol
5% 

bioethanol
5% 

bioethanol
7% 

bioethanol

rEs targets in the transport sector set up by the contracting Parties

* if values in later years are lower than in previous years, it means that they were re-defined with a later act
source: Energy community secretariat
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Even for contracting Parties that set the targets, there is no 
monitoring of the actual achievement or assessment of the 
effectiveness of the measures in place. 

5 out of 9 contracting Parties (albania, Bosnia and Herze-
govina, croatia, former yugoslav republic of macedonia and 
serbia) have some production facilities, to produce biodiesel 
from vegetable and used cooking oil. raw material is both 
domestically produced and imported. Furthermore, some 
production is exported, not contributing to the target of the 
contracting Party. in ukraine many companies export either 
raw material or bioethanol, and raw materials have been ex-
ported from moldova. 

8 contracting Parties are in the very early stages of consid-
ering their approach to updating the framework for rEs in 
the transport sector. Even those who are amending energy 
laws with respect to renewables (such as albania) have not 
included relevant provisions on biofuels sustainability.

Furthermore, according to the draft action plans, many of the 
contracting Parties count on imported biofuels, and only on 
liquid biofuels, and are not considering their domestic poten-
tial. ukraine is a positive exemption in that respect.

only croatia set up the complete legislative framework for 
renewable energy in transport, fully implementing Directive 
2003/30/Ec and Directive 2009/28/Ec. this process was fast-
er due to accession to Eu on 1 July 2013.

c. conclusions and Priorities 

All Contracting Parties, except Serbia, will have to finalise 
and adopt the nrEaP as soon as possible. the nrEaP, as a 
strategic document that describes the policies and measures 
to achieve the 2020 rEs targets, is providing the necessary 
transparency on the pathway and sets the policy framework 
to the consumers, investors and other stakeholders encourag-
ing investment, risk taking and the development of the mar-
ket for renewable energy.

Furthermore, in all the contracting Parties a review of the 
existing legal and regulatory framework is needed to prop-
erly transpose Directive 2009/28/Ec by the end of 2013. it 
is highly recommended to adopt separate renewable Energy 
laws in all contracting Parties, dealing with the sector in a 
consistent and integrated approach.

most of the contracting Parties still need to adopt proper 
support schemes for all forms of energy produced from re-
newable sources – i.e. electricity, heat and energy used for 
transport – to facilitate investments in renewable energy 
and be on track to meet the 2020 targets. none of the con-
tracting Parties have registered adequate progress in newly 
installed capacities in the last few years. the indicative trajec-
tories are at risk of not being met.

the contracting Parties have to ensure compliance with the 
requirements of article 16 of Directive 2009/28/Ec which re-
quires reforms of electricity infrastructure related to the op-
eration and development of the grids, as well as the rules 
for grid access and cost sharing, with a view to increasing 
the contribution of electricity from renewable energy sources. 
special attention must be paid to review the access to and op-
eration of the networks for electricity from renewable sourc-
es. Progress is urgently required in the areas of transparency, 
consistency of network rules and grid connection issues.

Furthermore the authorisation and permitting processes have 
to be coordinated and streamlined. Enhanced and timely 
cooperation between different stakeholders, especially au-
thorities responsible for energy, economy, planning, water 
and environment, agriculture, transport and fiscal policies is 
required. such cooperation has still not been adequately es-
tablished in most of the contracting Parties so far. the same 
approach to coordination and simplification of the rules has 
to be extended to other types of renewable energy in the 
transport sector, for example biogas and electricity.

For renewable energy in transport, the key issue is to introduce 
provisions establishing a sustainability regime for biofuels and 
bioliquids, including the necessary certification schemes and 
bodies. Without setting this framework properly, the con-
tracting Parties might import non-sustainable biofuels which 
cannot be counted towards the fulfilment of their target, and 
will prevent domestic producers from participating in the Eu 
(and Energy community) markets.

a key area for monitoring and reporting on the implementa-
tion of Directive 2009/28/Ec is the determination of energy 
balances in accordance with EUROSTAT methodology. this re-
quires the energy data to be compiled based on consumption 
surveys performed periodically. this aspect, most relevant for 
biomass consumption and solar heat needs the adequate at-
tention of statistical offices and all institutions involved in the 
energy sector. Without proper consideration, the contracting 
Parties might not be on track with the indicative trajectories 
and risk not meeting the 2020 targets.

renewable Energy

3.5.2 alBania

a. renewable energy in albania 

1. in albania, close to 100% of domestic electricity genera-
tion comes from hydropower plants. However, only 35% of 
albania’s hydropower potential is currently exploited. at pres-
ent, the electricity generation is strongly dependent on the 
volatility of the water run-off of a major river course, the Drin.

the overall electricity capacities installed in the system 
reached 1726 mW at the end of 2012, thus increasing by 
153 mW during the year. the increase is owed mainly to the 
HPP ashta (45 mW) as well as other medium and small HPPs. 
so far, the ministry has awarded concessions for 100 large, 
medium and small HPPs of about 1300 mW to come closer 
to the ENTSO-E requirements for generation adequacy and to 
reduce dependency on electricity imports.

investments in the distribution and mainly in the transmis-
sion networks are key for supporting increased renewable en-
ergy capacities and to harvest the significant potential of the 
country’s renewable energy sources, mostly hydro (3.2 gW), 
biomass (12.8 tWh/y), wind (11.4 tWh/y), and solar (33 mW). 

With the adoption of Directive 2009/28/Ec, albania com-
mitted to a binding 38% target of energy from renewable 
sources in gross final energy consumption in 2020 compared 
with 31.2% in 2009.

in may 2013, Parliament adopted a renewable Energy law 
dealing mostly with electricity from renewable sources, and 
only marginally with energy produced from renewable sourc-
es for heating. in accordance with this law the government 
shall formally adopt the 38% mandatory target in 2020, in-
cluding a 10% target of renewable energy in transport.

The Law also established a renewable energy fund financed 
from the State budget and international financial institutions, 
and potentially also private contributions. It should finance 
studies related to the assessment of the potential of various 
renewable energy sources, tender documents for concessions 
for power production from renewable energy sources, and 
promote solar heaters.

Furthermore, a national licensing centre was designated by 
the law to act as a one-stop-shop for all investors who won a 
tender for a concession, or have been awarded an authorisa-
tion for construction pursuant to the existing laws. the alba-
nian Energy regulatory Entity (ErE) is empowered to adopt 
simplified procedures for licensing producers with capacities 
below 15 mW.

The Law also includes specific provisions related to grid con-
nection. the grid operators are required to connect with pri-
ority all renewable energy producers to the nearest point in 
the grid while maintaining the network security requirements 
for grid operation. Within three months of the law entering 
into force, ErE will have to adopt the methodology for grid 
connection of renewable energy producers and a standard 
connection agreement between producers and network op-
erators. the cost of connection is to be borne by the produc-
ers, while the upgrade and expansion of the electricity net-
works will be borne by the respective grid operator. a right 
of renewable energy producers to claim compensation in the 
case of lack of capacity of the network to integrate the elec-
tricity produced from renewable energy has been introduced.

the grid operators are also required to prepare plans to devel-
op the networks in order to accommodate more renewable 
energy into the system, in line with the national renewable 
Energy action Plan (nrEaP) and the national Energy strat-
egy. the wholesale public supplier was designated as a single 
buyer of all renewable energy and will sign power purchase 
agreements for a period of 15 years with the new rEs pro-
ducers.

the nrEaP required by the Directive will set out the policies 
and measures necessary to reach the target of 38% in 2020 
and it is currently being drafted by the agency for natural 
resources. according to the information received, the nrEaP 
will be submitted to the secretariat after its adoption by the 
end of october 2013. the ministry of Energy, trade and 
Economy (mEtE) is the institution in charge of monitoring the 
nrEaP implementation. 

secondary legislation related to issuing, transfers and cancel-
lation of guarantees of origin remains to be adopted by ErE 
as the designated body.

the existing support scheme currently consists of power pur-
chase agreements of up to 15 years for small HPPs (produc-
ing less than 15 mW), or feed-in tariffs adopted by ErE. the 
purchase prices for electricity from old and new small HPPs 
are based on the import price of electricity in the previous 
year, adjusted with an inflation index and approved annu-
ally by ErE. according to the new law, the government will 
adopt feed-in tariffs in the upcoming period. another support 
measure, as stipulated by the law facilitating the construction 
of new renewable electricity capacities of 2002, consists of a 
customs duty exemption for the equipment for new renew-
able energy facilities. small HPPs are not obliged to pay for 
the water used nor state property taxes.
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2. as regards biofuels, the law for the Production, transport 
and trade of Biofuels and other renewable Fuels in transport 
of 2008 deals with the functional and organizational aspects 
of production, transportation and trade in biofuels. albania 
set annual targets for biofuels and other renewable fuel in 
the market at 5%, starting in 2010. From 2015 onward, this 
share must increase to 15%. The final energy consumption in 
the transport sector in 2009 (the base year for the targets set 
by the ministerial council in adapting Directive 2009/28/Ec) 
was 438 ktoe. However, the actual share of biofuels placed at 
the albanian market is not known. the law also gives some 
incentives for supporting biofuels and renewable fuels such 
as tax advantages for machineries, equipments and materials 
necessary for the construction and commissioning of biofuels 
plants etc.

However, the secondary legislation needed for the full ap-
plication of the law has not yet been developed or adopted. 
Moreover, it is difficult to assess its implementation in prac-
tice, since concrete achievements with regard to meeting the 
biofuels target have never been monitored or reported in 
compliance with the law.

other than setting the 10%-target, the new law on renew-
able Energy does not apply to renewable energy in transport.

an italian-albanian joint-venture has operated a biodiesel 
production plant located in Porto romano since 2011. this 
biodiesel plant, with a production capacity of 100,000 tons 
per year, represents one of the first steps towards the produc-
tion of biofuels in albania.

b. Progress made in 2012/2013 

the new renewable Energy law aimed at transposing Direc-
tive 2009/28/Ec was adopted in may 2013. 

the law for the Production, transport and trade of Biofuels 
and other renewable Fuels in transport is currently under re-
view. new legislation is expected to implement the require-
ments of Directive 2009/28/Ec with regard to sustainability 
criteria and the certification system, as well as introducing 
adequate incentive measures.

c. state of compliance 

albania did not submit the national renewable Electricity ac-
tion Plan (nrEaP) by 30 June 2013 as required by the ministe-
rial council’s Decision.

as regards the implementation of Directive 2009/28/Ec, only 
parts of it were transposed by the renewable Energy law. 
the secondary legislation related to feed-in tariffs, require-
ments for access and operation of the grids and guarantees 
of origin remain to be developed in the next period to com-

plete the implementation of Directive 2009/28/Ec as adapted 
by the ministerial council in 2012. the provisions related to 
possible cooperation mechanisms between albania and con-
tracting Parties or Eu member states and the requirements 
for biannual audits are not yet transposed.

Proper feed-in tariffs for all renewable energy sources are still 
to be developed by ErE and submitted for approval to the 
government to ensure that albania is on track to reach the 
interim trajectory.

the transmission system operator and distribution system op-
erator have to improve compliance and transparency relating 
to the setting and publishing of the standard rules on costs 
of connection to the grid or grid reinforcements, which are 
necessary to integrate new renewable energy producers.

as regards administrative procedures, the deadlines, recep-
tion and treatment of applications between different insti-
tutions involved will be coordinated and made available to 
applicants by the national centre for Energy applications, 
acting as a one-stop-shop for renewable energy projects. the 
forthcoming period is a key to prove the proper implementa-
tion of this integrated approach for the benefit of investors.

2. the requirements of Directive 2009/28/Ec related to the 
transport sector have not been included by the new renew-
able Energy law, thus the existing law of 2008 on Biofuels 
will have to be amended to transpose the requirements for 
the sustainability regime as well as the mandatory target for 
renewable energy in transport in 2020. 

d. conclusions and Priorities 

With the adoption of the renewable Energy law, albania 
increased compliance with the renewable energy acquis as 
adopted by the ministerial council in 2012 and also proves 
that it has decided to act further to foster the development of 
new renewable energy generation capacities. this is key for a 
country that intends to reduce its energy dependence mostly 
by tapping its significant renewable energy potential through 
investments.

the immediate adoption and submission of the nrEaP should 
be the first priority of the Ministry. Continuing the implemen-
tation of all the requirements arising from Directive 2009/28/
Ec as amended by the ministerial council Decision, like adop-
tion of feed-in tariffs, access and operation of the grids, guar-
antees of origin, should be the main priority of albania in the 
coming period. 

Proper feed-in tariffs for all the renewable energy sources 
mentioned in the law will have to be proposed by ErE to se-
cure investors’ confidence. ERE must also implement the sys-
tem for certifying energy produced from renewable sources 
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based on guarantees of origin. the network operators have 
to increase compliance in relation to access and operation of 
the grids as well as transparency of grid connection proce-
dures for new rEs producers.

a full review of the law for the Production, transport and 
trade of Biofuels and other renewable Fuels in transport 
and its implementation is needed before the deadline for the 
implementation of Directive 2009/28/Ec expires at the end 
of 2013. unfortunately, the technical assistance provided to 
albania under IPA comes too late to keep this deadline. most 
urgently, the missing certification system needs to be intro-
duced as there is already biodiesel production in the country.
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3.5.3 Bosnia anD HErzEgoVina

a. renewable energy in Bosnia and Herzegovina 

1. Bosnia and Herzegovina produces about 45% of its total 
electricity consumption from hydropower. Biomass used for 
heating was at a level of 789 ktoe in 2009. the country’s 
renewable energy potential is estimated at 6.8 gW in small 
and large HPPs, 2 gW wind, 33 mW solar and 18 tWh/y from 
biomass. the country’s geothermal potential is estimated to 
be the second largest in the Energy community at about 40 
gWh/y.

the technical capability for connecting wind farms to the 
transmission network in Bosnia and Herzegovina is 350 mW. 
currently there are many more applications for the connec-
tion of wind farms pending than the existing network capac-
ity would allow for.

renewable energy falls within the competence of the entities, 
the Federation of Bosnia and Herzegovina and republika srp-
ska. No strategy or legislation specifically dealing with renew-
able energy exists at state-level. 

according to the adaptation of Directive 2009/28/Ec for the 
Energy community, Bosnia and Herzegovina committed to a 
40% rEs target for 2020, starting from 34% in 2009. the 
policies and measures to reach that target are expected to 
be described in the nrEaP, which was due to be submitted 
to the secretariat by 30 June 2013. up to now, no activities 
are taking place at the state-level to coordinate the required 
input from the two entities. 

two separate renewable Energy laws have been adopted by 
the two Parliaments of republic of srspka and Federation of 
Bosnia and Herzegovina in may 2013 and July 2013 respec-
tively. 

moreover, the Energy law of republika srpska of 2009 cov-
ers incentives for renewable energy and requires the govern-
ment to issue a decree on renewable energy targets. that De-
cree sets an indicative target of 35.98% of energy generated 
from renewable energy sources in 2020, starting from a share 
of 29.1% in 2005. the Decree also set a 10% renewable en-
ergy target in transport and introduced a target of 33.73% of 
electricity from highly efficient co-generation by 2020. 

in republika srpska, the regulatory authority adopted several 
rules for the promotion of renewable energy; namely rules on 
the certification of generation facilities using renewable ener-

gy sources or efficient co-generation producers which are en-
titled to the incentive schemes, and rules on support schemes 
for renewable energy producers. the latter comes in the form 
of feed-in tariffs or a premium offered on top of the electric-
ity market price. the support given to the new rEs producers 
is financed though an uplift charged on all final customers in 
republika srpska. the existing regulation on the utilisation 
of renewable Energy sources and co-generation adopted in 
republic of srspka includes an obligation to purchase electric-
ity from energy producers using renewable sources. this is a 
12-year contract at a guaranteed price which gives priority 
dispatch to electricity from renewable sources. 

2. as regards biofuels, two companies producing biodiesel 
from pure vegetable oils and used oil are active in Bosnia and 
Herzegovina. Both are located on the territory of republika 
srpska and use local raw materials as well as imported stocks.

In legislative terms, both entities defined the targets in line 
with the old Directive 2003/30/Ec, namely 2% in 2008, 3% 
in 2009 and 5.75% in 2010. two Decrees on type, content 
and Quality of Biofuels used in motor Vehicles (2007 in re-
publika srpska and 2008 in the Federation of Bosnia and Her-
zegovina) impose blending obligations on traders. 

republika srpska’s law on renewable Energy does not cover 
the transport sector. However, a Decree on generation and 
consumption of Energy from renewable Energy sources of 
2011 defines incentive measures and targets. The targets in 
the transport sector increase yearly from 0.5% in 2011 to 
10% in 2020, which corresponds to an obligation imposed 
on all fuel distributors in the market. 

b. Progress made in 2012/2013 

in 2013, both entities adopted renewable Energy laws, how-
ever the secretariat cannot yet assess compliance with the ac-
quis in the absence of the final adopted text of the two acts. 
the European commission envisages providing technical as-
sistance to develop a renewable Energy law at the state-level 
that deals with the state obligations of the inter alia related 
to nrEaP adoption as well as the binding 2020 rEs target.

in a partnership between the power utility of republika srp-
ska and the power utility of serbia, foreign investors are to 
be attracted for the development of three large HPPs on the 
Drina river, with a total capacity of 193 mW. During 2012 
only 9 mW were installed in small HPPs.
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c. state of compliance 

Bosnia and Herzegovina has not submitted the nrEaP on 
the implementation or the forecast document as required by 
Directive 2009/28/Ec. the complexity of the organisational 
structure and decision-making system hinders the effective 
harmonisation of the promotion of renewable energy at state-
level. the two laws recently adopted by the entities have not 
been assessed for compliance by the secretariat. However, 
it is clear that a certification system based on guarantees of 
origin has yet to be established at national level.

the main provisions of Directive 2003/30/Ec have been trans-
posed at the entity levels. the Federation set up the indicative 
targets in line with Directive 2003/30/Ec while republika srp-
ska elaborated a bit more on the incentive measures, taking 
additional elements and the timeframe of Directive 2009/28/
Ec into account. However, there is no information on the 
realisation of targets in both entities for the period 2008 – 
2010, and further in 2011 and 2012 in republika srpska. 
Sustainability criteria for liquid biofuels and a certification 
scheme, as required by Directive 2009/28/Ec, have not been 
implemented and defined.

d. conclusions and Priorities 

the existing framework for the promotion of energy from 
renewable sources remains split at entity level without any 
state legislation that would deal with the obligations to adopt 
a nrEaP or the possibility to enter into cooperation mecha-
nisms to reach the targets in the most cost-effective way. 

it is of utmost importance to start coordinating the drafting of 
the nrEaP and to adopt national 2020 targets which can be 
further split at entity level. 

the current revision of the state-level legislation to comply 
with the third Energy Package is an opportunity to integrate 
the requirements for access and operation of the grids from 
tso perspective and unifying the two separate regimes cur-
rently designed at entity level. 

Bosnia and Herzegovina is at risk of failing to implement the 
acquis on renewable energy. the implementation of a har-
monised framework for the promotion of renewable energy 
in both entities is key for the use of renewable energy sources 
on a relevant scale for the significant resource potential of 
the country.

the priority in the area of biofuels is to implement sustain-
ability criteria and to set up an adequate certification system.
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3.5.4 croatia

a. renewable energy in croatia 

1. currently, more than half of the electricity production in 
croatia comes from hydropower, with an installed capacity 
of 2,129 mW in HPPs. By 2020, 1,200 mW in wind power, 
100 mW in small HPPs and 85 mW electricity produced from 
biomass is envisaged.

During 2012, the operational capacities of renewable energy 
projects except hydropower increased with 58 mW reaching 
193 mW, out of which 175 mW are capacities of wind farms. 
several renewable energy projects are already operational: 
6.7 mW based on biomass, 7.1 mW in biogas power plants 
and solar PV capacities reached 3.9 mW. out of more than 
6,000 mW in authorised renewable energy projects, more 
than 5,500 mW are wind parks.

Determined by its Eu accession in 2013, croatia agreed to 
a mandatory national target for renewable energy of 20% 
of gross final energy consumption by 2020 even before the 
adoption of Directive 2009/28/Ec in the Energy community. 

the Energy Development strategy adopted in 2009 includes 
the strategic objective of a 35% share of total electricity 
generation from renewable energy (including large HPPs) by 
2020. the share of renewable energy in total electricity con-
sumption is monitored annually by the ministry of Economy.

a draft nrEaP was submitted for review to the European 
Commission. So far the final version has not been adopted 
by the government.

among all contracting Parties, croatia took the most consis-
tent approach to the promotion of renewable energy and has 
developed a coherent legislative and regulatory framework to 
support the development of renewable energy projects. 

instead of a law on renewable Energy, energy produced 
from renewable sources in electricity, heating, cooling and 
the transport sector are subjects of specific sectoral laws. The 
main requirements of Directive 2009/28/Ec related to elec-
tricity are included in the Electricity market act adopted in 
February 2013, and partially in the Energy act adopted in oc-
tober 2012, as well as in a set of secondary legislation adopt-
ed by the government and the energy regulator. in 2013, the 
Heat law transposed the requirements of Directive 2009/28/
Ec related to energy from renewable sources for heating. 

the government adopted a revised tariff system for promot-

ing power generation from renewable sources and cogen-
eration in may 2013. the support schemes take the form of 
feed-in tariffs. Different levels of support based on capacity 
and/or technology are adopted for various renewable energy 
sources, including cogeneration, production of biogas or bio-
fuels. the feed-in tariff for wind projects rose to 95.2 Eur/
mWh from previously 84.6 Eur/mWh. an annual adjustment 
of the price based on the consumer price index is envisaged. 
the tariffs paid to solar projects have been cut by about 30% 
for projects below and over 30 kV to reflect the market trends 
for photovoltaic technology. Preference is given to rooftop in-
stallations rather than ground-mounted solar panels. a 15% 
increase in incentives is made if the projects use locally pro-
duced equipment. another important change is an extension 
from 12 to 14 years of the contractual period for the applica-
tion of the feed-in tariff. 

the croatian Energy regulatory agency (HEra) is mandated 
to adopt methodologies for defining the cost of connection 
to the networks for all types of network users, including rEs 
producers, and to take decisions on the eligibility status for 
renewable energy power plants guaranteeing dispatch prior-
ity and allowing participation in the feed-in scheme. HEra 
also issues licenses for renewable energy power plants with a 
capacity of over 1 MW and high efficient CHP.

the croatian Energy market operator HROTE is obliged to 
buy the electricity produced from eligible producers. HROTE 
collects the incentive fees paid by final customers for the pro-
motion of renewable energy, and distributes them to renew-
able energy producers. HROTE has also been appointed as the 
issuing body for guarantees of origin for electricity produced 
from renewable sources.

there are factual limitations on the total capacity of wind 
farms that can be connected to the grid due to environmental 
concerns and risks for the operation of the electricity system. 
in order to overcome the security concerns, the transmission 
system operator adopted additional technical conditions for 
the connection and operation of Wind Power Plants in 2008. 
the transmission system operator is also taking the balance 
responsibility for the electricity produced from renewable 
sources.

2. as regards biofuels, several biodiesel production plants in 
Croatia contribute to the fulfilment of the 10% target. 

the primary legislation consists of the act on Biofuels for 
transport (in force since 2009, amended in 2010, 2011 and 
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2012). The Biofuels Act defines a general framework for 
production, trade, storage and use of biofuels, including the 
tasks and responsibilities of various institutions. the Decree 
on Biofuel Quality (in force since 2005), the ordinance on 
measures for Promotion of Production and use of Biofuels (in 
force since 2009), the national action Plan 2010-2020 and a 
rulebook on the sustainability criteria in Production and us-
age of Biofuels (of 2013) completes the legislative framework.

Starting in 2011, targets have been defined by the National 
action Plan. the 2020 target equals the share of 10% in line 
with Directive 2009/28/Ec, in which electricity in transport 
will have a small contribution of 0.83%.

b. Progress made in 2012/2013 

the Electricity market act adopted in February 2013, the En-
ergy act adopted in october 2012, the Heat law of 2013, 
and the Biofuels act from 2009 are milestones for the imple-
mentation of Directive 2009/28/Ec. 

During the reporting period, some steps have also been taken 
to enhance the administrative and institutional capacity in re-
newable energy, in particular in the ministry of Economy and 
the other public institutions involved in authorisation, permit-
ting and certification for new RES power plants. Some of the 
burdensome administrative procedures for small renewable 
energy capacities like the number of applications requested, 
the authorisations involved and the timeline for processing 
the applications have been streamlined to become more suit-
able for these kinds of projects. this concerns mostly wind and 
solar panels. However, the by-laws will have to be amended 
further to reduce the number of applications, documents and 
phases required, as well as the time for the authorisation of 
renewable energy projects. 

the ministry of Economy during the reporting period devel-
oped the rulebook on the sustainability criteria in Production 
and usage of Biofuels. under this rulebook, independent au-
ditors have the responsibility to certify the fulfilment of sus-
tainability criteria, and domestic producers and importers are 
obliged to ensure certification of their products according to 
the voluntary schemes recognised by the European commis-
sion, as allowed by Directive 2009/28/Ec.

in 2013, a new biodiesel plant opened in osijek with a pro-
duction capacity of 20,000 l/day. Plastic waste will be used as 
raw material.

c. state of compliance 

croatia did not submit a national renewable action Plan to 
the secretariat by the deadline of 30 June 2013. no forecast 
document was submitted to the secretariat according to the 
deadline set in Directive 2009/28/Ec. 

1. most of the articles of Directive 2009/28Ec are transposed 
in several laws revised or adopted in the last years by the 
Parliament as well as governmental Decrees. However, the 
provisions related to the cooperation mechanisms of Directive 
2009/28/Ec are not yet transposed.

moreover, there are still some issues that need attention. this 
includes administrative procedures being the main barriers to 
the development of renewable energy projects, which have 
to be simplified, reduced and better coordinated among the 
institutions involved. a system for issuing guarantees of ori-
gin for energy produced from renewable sources has not yet 
been implemented. 

as regards biofuels, full implementation of Directive 2009/28/
Ec was achieved in June 2013 by the rulebook on the sus-
tainability criteria in Production and usage of Biofuels. 

d. conclusions and Priorities 

The finalisation and adoption of the NREAP are among the 
main priorities for croatia for the near future. Despite the ad-
vance taken in finalisation of renewable energy framework, 
croatia is at risk of not being on track to reach the 20% tar-
get in 2020 due to slow progress in investments in renewable 
energy capacities that became operational until the end of 
2012. croatia has to carefully monitor being on track accord-
ing to indicative rEs trajectory and to take corrective mea-
sures accordingly. 

the next step relating to the use of renewable energy in the 
transport sector should be the practical implementation of 
the legislative framework, as well as monitoring its effective-
ness.
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3.5.5 KosoVo*

a. renewable energy in Kosovo* 

1. With the adoption of the ministerial council Decision in 
2012 on the implementation of Directive 2009/28/Ec, Koso-
vo* committed to a binding 25% target of energy from re-
newable sources in gross final energy consumption in 2020 
compared with 18.9% in 2009. 

the overall 25% target and the separate 10% target in trans-
port in 2020 were transposed through the ministry of Eco-
nomic Development’s administrative instruction in January 
2013. going beyond its binding target, Kosovo* envisages 
even meeting a voluntary target of 29.47% in 2020 accord-
ing to the administrative instruction and the draft national 
renewable Energy action Plan.

otherwise, Kosovo* intends to transpose the entire Directive 
2009/28/Ec through amendments to the existing legal and 
regulatory framework in 2014, along with the transposition 
of the third Energy Package. a separate law on renewable 
Energy is not envisaged. a gap analysis was prepared for the 
primary legislation together with a roadmap for implementa-
tion of legislative changes.

Pursuant to the powers given to the Energy regulatory of-
fice (ERO) in the Law on the Energy Regulator of 2010 and 
the provisions relating to renewable energy in the Energy and 
Electricity laws of the same year, Ero is to set feed-in tariffs. 
currently feed-in tariffs have been adopted for small HPPs 
with a capacity of less than 10 mW, wind, biomass and bio-
gas power plants. the feed-in tariffs for other types of renew-
able energy sources are missing. there is no support scheme 
for solar, despite the existing potential. a government Deci-
sion provides for a five year buy-out contract with the public 
supplier for electricity produced from renewable sources and 
cogeneration, with the possibility of extension. Ero is also 
mandated by the law on the Energy regulator to issue guar-
antees of origin for electricity or heat produced from renew-
able sources. Ero has adopted rules on establishment of a 
system of certificates of origin for electricity produced from 
renewable sources. 

the total installed capacity of electricity generated from re-
newable energy is 46.21 mW, all generated from the existing 
HPPs. according to the projections in the draft nrEaP, meet-
ing the 2020 target depends on increasing the renewable 
energy consumption in the electricity, heating and cooling 
sectors to 432.46 ktoe, compared to a consumption of 245.7 
ktoe in 2009. it is planned to achieve this mainly through an 
increase in the use of renewable energy in transport (36 ktoe) 

and in electricity (88 ktoe). the difference concerns renew-
able energy in the heating sector. the administrative instruc-
tion of January 2013 envisages investments of 240 mW in 
small HPPs, 305 mW in the zhur HPP, 10 mW in PV and 150 
mW in wind by 2020. Biomass is planned to contribute to 
electricity production with an increase of 14 mW. solid bio-
mass will remain the main source of energy for heating. it is 
projected to increase up to 298 ktoe from 235 ktoe in 2009.

2. as regards renewable energy in transport, Kosovo* intends 
to achieve the 10% target with liquid biofuels exclusively. 
more concretely, it is envisaged to rely fully on biofuel im-
ports until the end of 2017, after which domestic production 
should contribute to fulfilling the 10% target. The Ministry 
of trade and industry is responsible for the transport sector. 

b. Progress made in 2012//2013 

The NREAP has been finalised and is pending adoption. Koso-
vo* submitted the forecast document that plans exceeding 
the binding 25% rEs target in 2020 to a level of 29.74%. For 
biofuels, there has been no further activity in the adoption 
of the plan to implement Directive 2003/30/Ec from years 
ago. the ministry of Economic Development has carried out a 
study on the development of energy production from biofuels 
which was finalised by the end of 2012. 

a law on Petroleum and Petroleum Products was drafted 
during 2012, the adaptation of which is expected soon. How-
ever, the draft law only allows for the usage of blended and 
pure biofuels, and it is far from transposing the requirements 
of Directive 2009/28/Ec with regard to renewable energy in 
the transport sector. the administrative instruction setting 
out the 25% rEs target in 2020 was adopted in January 
2013. another administrative instruction concerning sus-
tainability criteria and a certification system is envisaged for 
adoption in the second half of 2014. as long as there is no 
domestic biofuel production, foreign certification of biofuels, 
recognized by the Eu, will be used. 

c. state of compliance 

1. Kosovo* has drafted the nrEaP. However, due to proce-
dural issues, it failed to adopt it and submit it to the secretar-
iat, by 30 June 2013. Kosovo* submitted the forecast docu-
ment that plans exceeding the binding 25% rEs target in 
2020 to a level of 29.47%. in the coming years it remains to 
be seen if Kosovo* is on track to achieve the 25% target and 
even going beyond to reach this challenging self-imposed tar-
get of 29.47%.
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the existing legal and regulatory framework for the promo-
tion of electricity produced from renewable energy is not suf-
ficient to transpose all the requirements of Directive 2009/28/
Ec. the legal framework will be completed through the 
amendments to the energy laws mainly in relation to access 
and operation of the grids, authorisation, permitting and li-
censing procedures for rEs plants. other administrative de-
crees are planned to be adopted to transpose requirements 
for technical standards of RES equipment, certification of in-
stallers, information and training, the use of biofuels in trans-
port and renewable energy in buildings.

Barriers relating to the administrative procedures for rEs proj-
ects linked to the un-coordinated approach of the institutions 
involved have to be removed. the process for authorisation, 
permitting and licensing has to be streamlined, simplified and 
communicated transparently to the applicants.

2. For renewable energy in transport, the current situation is 
completely non-compliant. not a single requirement of the 
old Directive 2003/30/Ec has been transposed, not to men-
tion the more demanding requirements of Directive 2009/28/
Ec, including its sustainability regime for biofuels and bioliq-
uids.

d. conclusions and Priorities 

Kosovo* will have to step up the efforts to advance the use 
of renewable energy sources. the existing policy framework 
which was adopted to comply with the previous Directives 
2001/77/Ec and 2003/30/Ec has produced no tangible re-
sults in that respect.

the adoption of the nrEaP must be the main priority for the 
next months. moreover, a revision of the entire legal frame-
work must be finalized soon in order to transpose Directive 
2009/28/Ec on time. in this context, monitoring the achieve-
ment of the targets needs to be enforced and barriers in ad-
ministrative procedures for authorisation and permitting of 
renewable energy projects have to be removed. in practical 
terms, achievement of the binding 25% rEs target in 2020 
will constitute a significant challenge. If the capacity of the 
planned power plant zhur does not enter into operation in 
2017, achievement of the target is at risk. 

As regards the transport sector, a certification scheme and a 
certification body should be put in place even if the target of 
10% may be fulfilled by imported biofuels. Otherwise biofu-
els cannot be calculated towards the target. it is also recom-
mended to re-consider possibilities for domestic production 
– either from waste, using the significant areas of unused 
land and/or considering new modalities for public transport 
(including e-mobility).
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3.5.6 FormEr yugoslaV 
rEPuBlic oF macEDonia

a. renewable energy in former yugoslav republic of macedonia

1. the policy on renewable energy sources is set out in the 
government’s strategy for the Exploitation of renewable 
Energy resources and the strategy for Energy Development 
until 2030. Both were adopted in 2010. these documents 
have not been revised in accordance with the Decision of the 
ministerial council of october 2012, under which the country 
committed to achieve a 28% target for 2020, starting from a 
share of 21.9% in 2009.

renewable energy is already covered by the Energy law. the 
market operator established within the transmission system 
operator MEPSO is obliged to buy all the electricity produced 
from renewable sources, and to cover the cost of imbalance 
of rEs producers according to the market code adopted in 
2012. the power purchase framework agreement was adopt-
ed by the Energy regulatory commission (Erc) in July 2012. 

according to the Energy law, Erc issues licenses for produc-
ing electricity from renewable energy sources and decides on 
the status of preferential renewable energy producers. under 
the Energy law, the government also adopts feed-in tariffs 
for electricity sold by preferential producers of electricity and 
producers of electricity from high-efficiency cogeneration fa-
cilities. Feed-in tariffs for wind, small hydro, biomass/biogas 
and photovoltaic installations are set, as well as a certification 
system based on guarantees of origin. Power purchase agree-
ments are offered for 20 years for hydro and wind, and 15 
years for solar PV, biomass and biogas. 

the Energy agency has been appointed as the institution in 
charge of the implementation of the certification system for 
energy from renewable sources, based on guarantees of ori-
gin and as the issuing body for these types of certificates. The 
national program for subsidisation of households to invest 
in solar thermal collectors, launched in 2007, continued in 
2013.

the total installed capacity of hydro power plants represents 
31% of the total generating capacity and consists of eight 
large HPPs and several small HPPs, with a combined capacity 
of 639 mW, out of which 36 mW is from small HPPs. 

the potential for development of new large and small hy-
dropower plants is estimated at 1.8 gW. Wood is primarily 

used for household heating. in 2009, the biomass consump-
tion based on consumption surveys was 319 ktoe. other sig-
nificant renewable energy sources are geothermal and solar 
power. a study for the integration of wind power into the 
transmission system was finalised, and a project to create a 
map of wind potential and a database based on the measure-
ment of wind intensity is ongoing.

in august 2012, HPP st. Petka, with an installed capacity of 
36.4 mW, entered into operation. currently, there are 12.58 
mW installed capacity in 22 small HPPs (each of them a pref-
erential producer). 52 mW in 45 small HPPs are in the pro-
cess of construction and expected to enter into operation in 
the period 2013 - 2015. about 7 mW is installed in solar 
PV (28 preferential producers). the capacity installed in PV is 
expected to rise to about 18 mW by september 2014. there 
are no wind power plants yet in operation, however, a wind 
park of 36.8 mW is expected to become operational in the 
first half of 2014.

2. the responsible ministry for rEs in transport is the ministry 
of Economy. to reach 10% in 2020, biofuels and bioliquids 
from import and from domestic production are planned to 
be used. the transposition of the Directive’s sustainability re-
quirements for biofuels and bioliquids is expected to start in 
the coming period. 

in the draft nrEaP, the target is proposed to be 10.3% in 
2020, which would require consumption of ca. 58 ktoe of 
renewable energy in transport. the share achieved in 2009 
was 0.7%, falling short of the targeted 5.75% by 2010. the 
legislative framework for biofuels was strengthened by the 
Energy law of 2011 which, amongst other things, provides 
the basis for determination of the mandatory targets and rel-
evant obligations of undertakings and mandates the Erc to 
determine biofuel prices. 

although a small number of facilities exist in the country for 
the production of biofuels, some of the production is export-
ed. Thus imported biofuels play a more significant role in the 
10% biofuels share. in accordance with the rulebook for the 
Quality of liquid Fuels, Diesel and motor Fuels may contain 
5% bio fuels and more if suitable for the market. currently 
diesel fuels mixed with 8% biodiesel is sold on the market. 
ERC also defines a methodology for the determination of bio-
fuel prices. 
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b. Progress made in 2012/2013 

the preparation of the nrEaP is ongoing in the ministry of 
Economy. the secretariat has been consulted regarding the 
draft nrEaP. However, the quality has to be improved sig-
nificantly.

in april 2013, the government adopted new feed-in tariffs 
for electricity produced from biomass, increasing it to 150 
Eur/mWh and for biogas to 180 Eur/mWh. the capacity 
limit for preferential generators eligible to apply for feed-in 
tariffs has been revised, photovoltaic installations are now 
capped at 18 mW (from previously 10 mW). the feed-in tar-
iff has decreased to 160 Eur/mWh for capacity lower than 
50 kW and 120 Eur/mWh for capacity higher than 50 kW. 
the feed-in tariff for wind of 89 Eur/mWh is applied only to 
projects below 50 mW and for 20 years. the support scheme 
for RES producers is financed through a component of the 
market operator fee applied to all electricity suppliers. 

subsidisation (up to 30%, but not more than Eur 300) of 
solar thermal collectors in households has also continued in 
2013 with an overall budget of around Eur 100,000. the 
program aims to reduce the consumption of electricity used 
for water heating and also envisages significant financial sav-
ings for households. so far, about 1900 households have 
been subsidised since the start of the program in 2007. more-
over, soft credit lines for investments in projects promoting 
renewable energy and energy efficiency are available at sev-
eral banks for households and businesses. 

the draft nrEaP contains certain considerations on the cer-
tification of sustainable biofuels. However, it is without a full 
understanding of the sustainability criteria and does not en-
visage more concrete planned activities to implement articles 
17-21 of Directive 2009/28/Ec.

a Decree on liquid Fuels Quality has been under preparation 
during the reporting period. its provisions on determining and 
monitoring the liquid fuel quality, rights and obligations of 
market participants and state authorities and replacing fuel 
reserves will apply to biofuels as well. 

c. state of compliance 

the national renewable Energy action Plan describing the 
policies and measures aiming to achieve 28% rEs target in 
2020 has not been adopted and notified to the Secretariat by 
the deadline of 30 June 2013. 

1. the binding 28% rEs target in 2020 has not yet been 
transposed, the same goes for the provisions related to co-
operation mechanisms among contracting Parties or with Eu 
member states. 

in relation to grid connection and in accordance with the 
provisions of article 16 of Directive 2009/28/Ec, MEPSO and 
EVN, as network operators, have to become more transpar-
ent towards the rEs producers regarding information on the 
estimated costs of connection, time for processing the appli-
cation and for making the connection.

in the last year steps have been taken to remove some of the 
barriers related to authorisation and permitting procedures 
for rEs projects, however compliance with the provisions of 
article 13 has not been achieved. a more coordinated ap-
proach of all institutions or the creation of a one-stop-shop 
for all rEs applications should create a more conducive in-
vestment climate in the country. 

2. the Energy law of 2011 constitutes a general basis for 
the further transposition of Directive 2003/30/Ec. However, 
for full compliance different secondary acts - on annual tar-
gets, incentives, and promotion measures – are missing. the 
Rulebook on the Quality of Liquid Fuels defines the character-
istics of liquid fuels which may be put on the market includ-
ing biofuels (biodiesel, bioethanol, biogas and pure vegetable 
oil) and blended fossil fuels. However, sustainable criteria for 
liquid biofuels production and import, as defined by Direc-
tive 2009/28/Ec, have not been implemented. consequently, 
a certification scheme and body have also not been deter-
mined. 

d. conclusions and Priorities 

In the last years significant steps forward have been made to 
improve the legal and regulatory framework for the promo-
tion of energy from renewable sources.

Finalisation and adoption of the nrEaP in line with the com-
mitments taken to reach a 28% rEs target in 2020 has to be 
the first priority in the upcoming period. A key aspect in this 
respect is to review the energy statistics on biomass consump-
tion and to start compiling energy data based on consump-
tion surveys in accordance with the EUROSTAT methodology. 

the revision of the Energy law to transpose the provisions of 
Directive 2009/28/Ec is required by the end of 2013 to meet 
the implementation deadline.

Simplification and streamlining the processes for authorisa-
tion, permitting, connection to the grids and licensing is key 
for the further development of energy from renewable sourc-
es. the secondary legislation regarding renewable energy in 
the transport sector as envisaged by the Energy law in 2011 
and by the plan on the implementation of Directive 2003/30/
Ec, has to be developed as soon as possible. Furthermore, 
the implementation of sustainability criteria and the establish-
ment of a certification system in line with Directive 2009/28/
Ec is a high priority.
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3.5.7 molDoVa

a. renewable energy in moldova 

1. moldova has relatively little potential for renewable energy 
sources. Hydro, solar, wind and other resources are estimated 
at about 2.7 mtoe. at the same time, using the available re-
newable energy sources could alleviate the high energy de-
pendency of the country. in 2011, the two hydropower plants 
with a total installed capacity of 64 mW produced only 7 ktoe 
and contributed only marginally to the existing volumes of 
renewable energy consumption. the large majority of renew-
able energy consumed in the country is biomass used for 
heating.

With the adoption of Directive 2009/28/Ec, moldova com-
mitted to a binding 17% target of energy from renewable 
sources in gross final energy consumption in 2020 compared 
with 11.9% in 2009. moreover, in the 2030 Energy strategy 
of moldova, the country foresees a rEs contribution of 20% 
by 2020, which will be challenging to meet considering the 
little advancement made in the last years.

a draft law on renewable Energy is currently under prepara-
tion. it is supposed to replace the existing law on renewable 
Energy which has been in force since 2007. the draft trans-
poses the binding 17% target and the 10% target of renew-
able energy in transport to be reached in 2020. Furthermore, 
the draft law intends to comprehensively transpose require-
ments from Directive 2009/28/Ec for the electricity, heating, 
cooling and transport sectors.

the nrEaP is also being drafted and its adoption may be ex-
pected for autumn 2013. according to the draft nrEaP, the 
17% share of renewable energy by 2020 is broken down into 
a 10% share in electricity consumption, 10% in the transport 
sector and 27% in heating and cooling.

Furthermore, the draft law introduces support schemes for 
energy from renewable sources, to be approved by the min-
istry in charge of energy. this constitutes a paradigm shift in 
comparison to the existing cost-plus methodology. support 
schemes for heating installations will be included in a sepa-
rate Heat law which is also under preparation.

The Law also foresees the simplification and streamlining of 
administrative, permitting and licensing procedures for re-
newable energy projects. the law on science and technology 
Parks include tax incentives for businesses involved in manu-
facturing or trading equipment to be used in rEs projects. 

Electricity suppliers will be required to purchase the electricity 
produced from renewable sources from a single rEs supplier 
that integrates the priority production of all rEs generators 
and cogeneration plants. guaranteed access to the grid and 
priority dispatch is provided for in the draft law. the draft 
Law also established an energy efficiency fund to promote 
and support, inter alia, renewable energy projects including 
biofuels.

2. as regards renewable energy in the transport sector, the 
renewable Energy law of 2007, as amended in 2010, pro-
vides for relatively high targets for biofuels, namely 6% of 
ethanol in the total gasoline consumption, 5% of biodiesel 
in the diesel mix by 2013, and 20% of biofuels in the total 
fuel mix by 2020. the draft renewable Energy law and the 
nrEaP will revise and reduce these targets in line with Direc-
tive 2009/28/Ec. the 10% share in the transport sector is 
foreseen to be fulfilled mostly by imports. Still, there are sev-
eral active companies in moldova producing ethanol and bio-
diesel. it is worth noting that the share of renewable energy 
in the transport sector is currently zero. The first consumption 
of biofuels is expected only in 2015, at a level of 1.12%.

The only form of support for biofuels, as defined by the Re-
newable Energy law in place, consists of tariffs to be ap-
proved by the national Energy regulatory agency (anrE) for 
different types of biofuels to cover investments, construction, 
extension, transport and distribution costs for a period of 15 
years, provided that the rate of return is no higher than twice 
the rate of return for conventional fuels. Furthermore, the 
complete volume of biofuels produced locally must be ac-
quired by local fuel suppliers. Whereas this might guarantee a 
market for biofuel producers at local level, it might also harm 
the full usage of the national production potential which 
might be available for export.

According to the draft NREAP, the Energy Efficiency Agen-
cy will be nominated as a certification body once the rele-
vant framework is in place, including voluntary certification 
schemes.

b. Progress made in 2012/2013 

the draft renewable Energy law and the nrEaP are under 
preparation. the implementation of support mechanisms is 
expected to follow the adoption of the new renewable En-
ergy law.

the “Energy and Biomass” project launched in 2011 with 
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the aim to, inter alia, set up functioning markets for biomass 
technologies and fuel, was expanded to 13 more districts dur-
ing 2012 with 153 projects. By the end of the project in 2014, 
more than 130 public institutions in rural communities and 
over 500 private households should be supplied with heat 
produced from local biomass, especially waste straw.

c. state of compliance 

moldova failed to adopt and submit the nrEaP required un-
der Directive 2009/28/Ec on time, by 30 June 2013. 

1. the current legal framework in force since 2007 is incom-
plete and proved to be unsuccessful for a significant contribu-
tion to rEs development in the country. to become compliant 
with Directive 2009/28/Ec a revised renewable Energy law is 
currently being drafted. a consistent and realistic approach 
for rEs deployment based on potential assessment and least 
cost impact for electricity consumers must be considered to 
meet the commitments of 17% rEs share in 2020.

2. as regards the transport sector, most of the provisions of 
Directive 2003/30/Ec have been transposed by the existing 
legislation. indicative targets, promotion and different kinds 
of incentives have been in place, while monitoring provisions 
are missing, in particular related to the effects of blending 
above 5%. the relevant provisions of Directive 2009/28/Ec 
have yet to be transposed. 

d. conclusions and Priorities 

the legal and regulatory framework for renewable energy has 
to undergo significant changes for an adequate compliance 
with the acquis. This is the first step to gain investors confi-
dence and to ensure that 2020 rEs objectives will be met.

The adoption of the NREAP must be the first priority of the 
country. moreover, the draft law on renewable Energy 
should be adopted before the end of this year. With its adop-
tion, moldova will move closer to implementing Directive 
2009/28/Ec, and at the same time improving the framework 
needed to attract investment in renewable energy projects. 
monitoring of the effectiveness of the measures in place will 
be key in the future. 

the new law should also introduce the concept of sustain-
ability criteria and certification of biofuels. In general, the sig-
nificant agricultural potential of the country should be tapped 
to develop domestic biofuels production as a new area of the 
economy, rather than relying on biofuel imports. a feasibility 
study on suitable land areas and crop types was developed in 
2012 within Eu/unDP project “Energy and Biomass”.

after the adoption of the new renewable Energy law, the 
regulatory framework will have to be completed and updated.
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3.5.8 montEnEgro

a. renewable energy in montenegro 

1. in montenegro, electricity is mainly generated from hydro-
power. currently, 635 mW (76% of the installed generat-
ing capacity) are generated in HPPs, out of which 9 mW in 
small HPPs. As Montenegro depends on significant electricity 
imports, the contribution of domestic electricity from renew-
able sources to total final electricity consumption is around 
30-35%, depending on the hydrology. montenegro still has 
abundant resources in hydropower estimated at 2 gW, for 
both large and small HPPs. Wind (400 mW), solar (33 mW) 
and biomass (4.2 TWh/y) also have significant potential. In 
2009, biomass consumption was at 62.5 ktoe. 

With the adoption of Directive 2009/28/Ec, montenegro 
committed to a binding 33% target of energy from renew-
able sources in gross final energy consumption in 2020 com-
pared with 26.3% in 2009. 

at the same time, the Energy Development strategy 2025 still 
sets a target of only 20% renewable energy in primary energy 
consumption to be achieved between 2020 and 2025. 

Provisions related to electricity generated and, to a lesser ex-
tent, to heating from renewable sources are included in the 
existing Energy law from 2010. they are further implemented 
through a set of governmental Decrees of 2011, namely for 
privileged producers, feed-in tariffs, and guarantees of origin.

under the law, the ministry of Economy is responsible for the 
setting of the methodology for feed-in-tariffs in montenegro. 
the methodology is submitted to the regulatory authority for 
its opinion. governmental Decrees on feed-in tariffs for small 
HPPs, wind and biomass as well as for co-generation and 
power plants that use solid waste, biogas and waste gases 
are in place for so-called privileged producers. the tariffs are 
revised annually based on the inflation index. 

the Energy regulatory agency (raE) is tasked to issue guaran-
tees of origin for electricity generated from renewable energy 
sources and to maintain a register of issued guarantees. it 
also has powers to monitor the annual contribution of renew-
able energy sources in the gross generation and consumption 
of electricity and approves the status of privileged producers.

Draft amendments to the Energy law with the intention to 
transpose Directive 2009/28/Ec together with the third Ener-
gy Package are under preparation. the proposed changes in-
clude inter alia, provisions related to access to and operation 
of the grids for electricity from renewable sources, admin-

istrative procedures, regulations and codes, the framework 
for the cooperation mechanisms, monitoring and reporting 
obligations.

2. Biofuels and bioliquids are currently dealt with by the na-
tional legislation at all. 

b. Progress made in 2012/2013 

the nrEaP is still being drafted. recent progress can be not-
ed related to the opening of the third round of tendering for 
small HPP concessions on eight river streams in montenegro. 
this follows the two previous successful rounds which were 
finalised with agreements signed for 36 small HPPs on 13 riv-
er streams, having a total installed capacity of about 100 mW 
and total estimated annual production of 300 gWh. 

the concession act for the construction of small Hydro 
Power Plants in montenegro was adopted in June 2013. in 
March 2013, the first small HPP out of a series of 36 small 
hydropower plants based on 13 previously awarded conces-
sion agreements was built and put into operation. Jezerstica 
HPP on river Bistrica has an installed power of 1 mW and an 
estimated annual production of 3 gWh. moreover, the two 
wind farm projects located in Krnovo (72 mW) and mozura 
(46 mW) are advancing the construction phase. 

c. state of compliance 

montenegro failed to adopt and submit the nrEaP required 
under Directive 2009/28/Ec on time, by 30 June 2013. 

1. the legal and regulatory frameworks are in the process of 
completion as montenegro envisages full compliance through 
transposition and implementation of Directive 2009/28/Ec.

Significant progress has been made in the last years with the 
adoption of three governmental Decrees: on feed-in tariffs 
(adopted for wind solar, biomass, small hydro, energy from 
biogas and waste as well as high-efficient cogeneration), on 
guarantees of origin and on privileged producers.

the requirements provided for in article 16 of Directive 
2009/28/Ec related to access to and operation of the grids 
as well as rules for connection to grids for renewable energy 
producers are still not entirely implemented. more transpar-
ency is required from the network operators in relation to 
connection to the grids of the rEs power plants

2. as regards the implementation of the acquis related to re-
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newable energy in the transport sector, the situation is char-
acterised by a complete lack of compliance. Even the indica-
tive targets required by Directive 2003/30/EC five years ago 
have not been set up, not to mention other measures such 
as promotion, incentives and monitoring of the effects. Direc-
tive 2009/28/EC defines even more complex requirements for 
biofuels like sustainability criteria and certification which have 
not been transposed yet.

d. conclusions and Priorities 

montenegro has to step up its effort to fully implement Direc-
tive 2009/28/Ec as adapted by the ministerial council. the 
progress made so far mostly related to electricity and heat 
produced from renewable sources has to be complemented 
by the proper attention given to renewable energy in trans-
port. moreover, the administrative capacity of the ministry of 
Economy in the renewable energy sector has to be enhanced 
to be able to cope with the challenges of this important sec-
tor in montenegro.

The finalisation of the NREAP and the adoption of the bind-
ing renewable energy target of 33% by 2020 should be the 
first priority, immediately followed by the swift adoption 
of amendments to the Energy law to transpose Directive 
2009/28/Ec. moreover, the access and operation regime for 
renewable energy as well as conditions for connections to the 
grids of RES producers have to be finalised and made publicly 
available for applicants.

Finally, the entire legal framework for renewable energy in 
the transport sector has to be defined from scratch, including 
targets, potentials, sustainable criteria, a certification scheme 
and a certification body, incentives, promotion, monitoring 
etc. Efficient cooperation among many institutions will have 
to be established to ensure a timely fulfillment of the target 
of 10% by 2020.
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3.5.9 sErBia

a. renewable energy in serbia 

1. serbia currently operates 44 mW in small HPPs, 2 mW in 
biogas power plants, 0.5 mW installed in wind and 2.4 mW 
in solar PV. Four plants with a total annual capacity of 81,000 
tons are currently in operation for biodiesel production, of 
which the Victoria oil plant alone has a capacity of 75,000 
tons per year. Eleven bioethanol producers dispose of capaci-
ties around 45,000 hl per year. one serbian biodiesel pro-
ducer is active on the market.

serbia has a promising potential for renewable energy, in-
cluding a largely untapped hydro potential, mainly for me-
dium-sized and small HPPs, of about 4.6 gW, as well as 2.3 
tWh/y for wind, 50 mW for geothermal and 33 mW for solar 
energy. Biomass from wood and agricultural waste has ar-
guably the highest potential in serbia among all renewable 
sources, at an estimated 19 tWh/y.

With the adoption of Directive 2009/28/Ec, serbia committed 
to a binding 27% target of energy from renewable sources 
in gross final energy consumption in 2020 compared with 
21.2% rEs share in 2009.

article 52 of the Energy law adopted in 2011 stipulates 
the adoption of the national renewable Energy action Plan 
(nrEaP) by the government including the national rEs target 
committed in the Energy community. the nrEaP describes 
the policies and measures to achieve a 27% rEs share in 
2020. With the adoption by the government serbia has im-
plicitly transposed the 27% rEs target for 2020. 

the government adopted the nrEaP in June 2013, together 
with a revised forecast document on the measures of coop-
eration between Eu member states and Energy community 
contracting Parties. the nrEaP foresees achieving a 27.3% 
rEs target in 2020. it envisages increases of renewable en-
ergy shares in electricity to 36.6% from 28.7%, for heating 
and cooling to 30% from 28.7% and for the transport sec-
tor to 10% from 0% in 2009. the renewable energy needed 
to meet the 27% target is estimated at 2,563.6 ktoe and 
should come from an additional 1,092 mW of renewable en-
ergy capacities in electricity, 149 ktoe of renewable energy 
consumption for heating and 246 ktoe of renewable energy 
in transport.

so far, serbia is also the only contracting Party that plans to 
enter into a cooperation mechanism and to transfer exces-

sive renewable energy to an Eu member state. according to 
the forecast document, a joint agreement between italy and 
serbia for the development of 10 small hydro-power plants 
was ratified by the Serbian Parliament. It is thus possible for 
the electricity produced in the newly built 10 sHPPs in serbia 
estimated at 84 ktoe in the years 2016 - 2020 to be physi-
cally transferred and consumed in italy and therefore count 
towards italy’s target.

the legal framework for renewable energy is split among 
several laws and by-laws. there is no intention to adopt a 
separate, comprehensive renewable energy law to transpose 
all requirements of Directive 2009/28/Ec. 

The Energy Law of 2011 defines the legislative framework 
for renewable energy, including the transport sector. it has 
transposed to a great extent the main principles arising from 
Directive 2009/28/Ec related to support measures for renew-
able energy producers of electricity, heat and for biofuels 
producers, the definition of preferential producers as being 
eligible for a support scheme, the introduction of guarantees 
of origin for the electricity and heat rEs producers.

the Energy law foresees that implementing acts are to be ad-
opted by the government or ministry responsible for energy. 
Four governmental Decrees deal with feed-in tariffs for rEs 
technologies, acquiring the status of privilege producers, and 
the incentive fee for the promotion of electricity from rEs ap-
plied to end customers. The Law defines biofuels production 
as an energy activity which requires a licence issued by the 
regulator. Furthermore, the law stipulates a responsibility for 
the Government to define the mandatory RES targets in the 
transport sector, measures to target achievements, as well as 
criteria of sustainability and incentives for biofuels produc-
tion. 

2. Some particular elements relevant for biofuels are defined 
by the amended regulation on the Energy Development 
strategy action Plan for the period of 2007 - 2012, which 
introduced a blending obligation and set up mandatory tar-
gets for biofuel shares in transport fuels for the years 2010 
(0.76%), 2011 (1.52%) and 2012 (2.28%). the national re-
newable Energy action Plan sets up a target for the transport 
sector of 10% by 2020, in line with Directive 2009/28/Ec. 
Expressed in terms of gross final energy consumption, renew-
able energy in the transport sector will have to reach 246 or 
267 ktoe, depending on the chosen scenario. 
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b. Progress made in 2012/2013 

serbia was the only contracting Party to submit the nrEaP to 
the secretariat by the deadline of 30 June 2013 and a fore-
cast document envisaging reaching the 27.3% rEs target in 
2020. 

in January 2013, four implementing regulations were adopt-
ed by the government related to acquiring the status of privi-
leged producers, feed-in tariffs for various renewable energy 
technologies, incentive fees applied to end-users’ tariffs to 
promote renewable energy, and allocation of the fees collect-
ed to promote renewable energy. By the same regulations, 
the previous capacity caps for wind and solar were raised to 
500 mW and 10 mW respectively. the framework based on 
four governmental Decrees for the support of renewable 
energy technologies has been finalised with the adoption of 
the framework contract for power purchase agreements be-
tween the EPS and the new rEs producers.

a revision of the Energy law is planned in the context of the 
amendments required to transpose the third Energy Pack-
age by the end of 2013. it is also expected to transpose the 
remaining provisions of Directive 2009/28/Ec, including the 
cooperation mechanisms. 

During the revisions made to the Energy law in 2012, provi-
sions requiring the ministry’s approval for the construction of 
small HPPs with a capacity lower than 1 mW were introduced. 

the regulatory authority adopted a methodology for calculat-
ing the costs of connection to the transmission and distribu-
tion networks. a “shallow approach” (costs of connection 
excluding the reinforcement of the grids) is applied for medi-
um-sized and small producers, including renewable energy.

a law on incentives in agriculture and rural Development, 
adopted during the reporting period, covers energy crops sus-
tainable for biofuels production, as a part of crops supported 
by financial incentives to agricultural and family agricultural 
enterprises. the total budget for incentives, as well as types 
of supported crops, will be defined by the Government on 
a yearly basis. However, compliance with the sustainability 
criteria defined by Directive 2009/28/EC is not required as a 
precondition for eligibility for incentives. 

c. state of compliance 

The adopted NREAP has been notified to the Secretariat by 
the deadline of 30 June 2013. serbia thus complied with the 
first binding obligation under the Ministerial Council’s Deci-
sion of 2012.

1. according to Directive 2009/28/Ec, as adapted by the min-
isterial council, serbia still has to notify the secretariat of the 
ratified agreement between the Serbian Ministry of Energy, 
the italian ministry of Economic Development and the ital-

ian ministry of the Environment and the Protection of natural 
resources and the sea, for the cooperation on joint rEs proj-
ects. the agreement envisages cooperation for the develop-
ment of 10 small HPPs and the physical export of 84 ktoe of 
electricity in the period 2016 - 2020 to count towards the 
italian rEs target. 

Feed-in tariffs for various renewable energy sources have 
been adopted.

amendments in the Energy law also have to be made to 
complete the renewable energy framework related to the re-
gime of access to the grids for energy from renewable sourc-
es. currently, the law does not include guaranteed or priority 
access nor priority dispatch for the electricity or gas produced 
from renewable sources. 

Furthermore, the procedures for authorisation, licensing and 
network connections need to be further simplified and co-
ordinated by the various institutions involved. the existing 
procedures remain the greatest barriers to the development 
of renewable energy projects. out of 80 permits issued for 
renewable energy projects in the last five years, very few are 
advancing in the construction phase.

in 2012, the Energy law was amended to include the ap-
proval of the ministry responsible for energy for permits given 
for small HHPs lower than 1 mW. the measure was intended 
only to limit the validity of the energy permits to three years, 
however, the amendments created unjustified administrative 
burdens for the small producers, now required to undergo an 
authorisation procedure like other large rEs projects, as well 
as for the ministry.

With the adoption of the four governmental Decrees in Janu-
ary 2013, serbia increases compliance with the requirements 
of the renewable energy acquis, however several issues like 
access to and operation of the grids regime for rEs, simpli-
fication of administrative procedures for RES plants and co-
operation mechanisms remain to be transposed during the 
revision of 2011 Energy law. 

2. serbia adopted obligatory blending targets for the period 
2010 - 2012 by the amendments to the regulation on the 
Energy Development strategy action Plan for the period of 
2007 - 2012. However, this was not in compliance with Direc-
tive 2003/30/Ec, since the targets have been set up as much 
lower shares than required by the Directive. Furthermore, the 
nrEaP shows that even those lower targets have not been 
reached - the share of renewable energy in the transport sec-
tor is still 0%. thus, by not transposing provisions on pro-
motion, monitoring and reporting and zero level of biofuels 
consumption, the implementation of Directive 2003/30/Ec 
completely failed, while the relevant requirements of Direc-
tive 2009/28/Ec are only planned to be implemented in the 
course of 2013.
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d. conclusions and Priorities 

In the reporting period, Serbia has made significant steps 
forward for completion of the renewable energy legislation 
and regulations to promote energy from renewable sources. 
However several issues need immediate attention. 

the timely revision of the Energy law to ensure compliance 
with Directive 2009/28/Ec should be the main focus for the 
upcoming months. the regulatory framework for renewable 
energy needs to be completed and new renewable energy 
projects to become operational to put serbia on track to meet 
the interim trajectory before 2020.

the legal framework for renewable energy in the transport 
sector has still to be established, including measures already 
described by Directive 2003/30/Ec such as monitoring, pro-
motion and reporting requirements. the ultimate priority is 
the introduction of sustainability criteria and a certification 
system for liquid biofuels. this was recognised by the govern-
ment in the nrEaP. this is of utmost importance not only to 
be able to fulfil the domestic target in the transport sector, 
but also to enable producers using serbian stock to enter the 
Eu biofuels market.

renewable Energy

3.5.10 uKrainE

a. renewable energy in ukraine 

1. With the adoption of Directive 2009/28/Ec, ukraine com-
mitted to a binding 11% target of energy from renewable 
sources in gross final energy consumption in 2020 compared 
with 5.5% in 2009.

the Energy strategy 2030 is currently under revision; it should 
also set out policies and measures to reach the renewable 
energy target. as it currently stands, the draft envisages a 
fourfold increase in the share of electricity produced from re-
newable energy sources, mainly of biomass, wind and solar 
energy. 

several legislative and regulatory acts have been adopted 
in recent years to create the framework for the promotion 
of renewable energy sources. the legislative framework for 
renewable energy consists of the law on alternative Energy 
sources and of the law on alternative Fuels. the main institu-
tion responsible for the implementation of renewable energy 
policy is the State Agency for Energy Efficiency and Energy 
conservation (saEEEc), under the auspices of the ministry of 
Economic Development and trade of ukraine.

the amendments to the Electricity law of 2009 introduced 
a “green tariff” for electricity produced from renewable en-
ergy sources. the amounts of the green tariffs calculated by 
the ukrainian Energy regulatory commission (nErc) are es-
tablished individually for each business entity and each re-
newable energy technology until 1 January 2030. the green 
tariff is based on a coefficient applied to the retail electric-
ity tariff. the current amounts were set at the end of 2012. 
The “green” coefficients, ranging currently from 1.2 for wind 
and small HPPs to 4.8 for solar PV, will be cut and decreased 
gradually over the next 15 years to adjust to the trend of 
technologies cost reduction, mostly for solar PV. a revision of 
the support scheme for renewable energy taking the form of 
the green tariff law entered into force in april 2013 and was 
extended to cover electricity generated from biogas and solid 
waste from households. 

in June 2011, the ukraine adopted the law on state guaran-
tees to Promote the use of renewable Energy sources. ac-
cording to this law, the state guarantees, for the duration of 
the green tariff application, that all electricity produced will 
be purchased at the established green tariff. 

other support schemes for renewable energy are tax incen-
tives, namely exemptions from corporate tax, Vat exemp-

tions on certain imports and a 75% reduction of property tax 
on the purchase of land for green energy projects.

a law on local content requirements was adopted in 2011. 
It requires the usage of locally produced raw materials, fixed 
assets and services in the development of renewable energy 
facility as a precondition for producers to receive the green 
tariff for the renewable electricity generated. the usage of lo-
cal products must not be less than 30% starting from 1 Janu-
ary 2012 and growing to 50% as of 1 January 2014. this re-
quirement also applies to the electricity produced from solar 
energy, where a minimum of 30% of ukrainian raw materials 
has to be included in the production cost of the solar mod-
ules/panels for the producer to qualify for the green tariff.

the policies and measures introduced over the last years have 
started to bear fruits. the installed rEs capacities in 2012 al-
most doubled compared with the level at the end of 2011, 
reaching 571,6 mW, out of which 371,6 mW was solar PV 
and 193,8 mW was wind. the transport sector in ukraine has 
been included in this development for more than a decade, 
mainly the export of raw materials for biofuel production in 
the Eu. the exports of rapeseed, for example, increased 60 
times over five years. The share of renewable energy in the 
domestic transport sector was at a level of 3.9% for the last 
seven years.

2. the framework for renewable energy in the transport sec-
tor consists of several acts, namely the law on Energy savings, 
the law on alternative Energy sources, the law on alterna-
tive types of liquid and gaseous Fuels, the order arranging 
Production and use of Biogas, the law on amendments to 
certain legislative acts of ukraine regarding Production and 
use of motor Fuels containing Bio-components, the resolu-
tion on the Procedure for granting Privileged loans to imple-
ment investment Projects for Production of alternative sourc-
es of Fuel. there are also different resolutions and programs, 
such as the Target Economic Program for Energy Efficiency 
and Development of Energy Production from renewable En-
ergy sources and alternative types of Fuel for the period of 
2010 - 2015, and the Target Scientific and Technical Program 
for Development of Biological Fuel types Production and use. 

Renewable targets for the transport sector are defined only 
for one type of fuel, bioethanol. For 2013, it is still a vol-
untary 5% share of the total fuel volume in 2013, but be-
comes a mandatory 5% in 2014 and 2015, and a mandatory 
7% starting form 2016. the draft nrEaP envisages biodiesel 
production in the long term, as well as usage of renewable 
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electricity and biogas. they are supposed to contribute to the 
10% target for the transport sector by 2020.

the main incentive instrument for biofuels is tax exemption. 
Pursuant to the tax code, there is a zero tax for 100% bio-
ethanol, used for blending in the further production of bio-
fuels. Furthermore, 80% of the profit is not taxed if it comes 
from sales within ukraine of its own bioethanol production, 
as a measure to increase biofuels domestic production and 
national consumption share, but it might be discriminatory 
towards other traders.

b. Progress made in 2011/2012 

the nrEaP has been drafted and its adoption is expected in 
autumn 2013.

SAEEEC finalised the draft Law on Efficient Utilisation of Fuel 
and Energy resources. the draft law tasks saEEc to develop 
programmes intended to increase the use of energy from re-
newable sources, and to monitor the progress in meeting the 
targets. 

a new Electricity law is in the process of being drafted. the 
amendments include the removal of the wholesale electricity 
supplier, the creation of a bilateral market plus a day-ahead 
market. it also establishes cost allocation imbalance Fund 
that will enable, among other things, financing of the support 
schemes for renewable energy producers and cogeneration 
based on windfall profits of hydro and nuclear generators. 
The creation of a certification system based on guarantees 
of origin for electricity produced from renewable sources is 
envisaged.

in June 2012, Parliament adopted amendments to the law 
on the cost of connection to the networks the majority of 
provisions of which entered into force in January 2013. ac-
cording to these amendments, the costs of connections are 
split 50%-50% between the network operator and the ap-
plicant, including producers of renewable energy. However, 
the producer will have reimbursed its 50% contribution to 
the network operator over 10 years. the technical rules for 
connecting Electrical installations to Power supply networks 
have been approved by NERC in January 2013. They define 
the timetable for connections based on capacity, and include 
a model connection agreement with the network operator. 
NERC is also finalising the methodology on calculating the 
fees for connection.

in 2013, the rules applied by the transmission system opera-
tor, Ukrenegro, to grid users were amended. Wind and solar 
power producers are now obliged to notify their schedule on 
a day-ahead basis to the network operator.

in the context of the law on local content requirements, a 
procedure for the determination of the share of raw materi-
als, materials, fixed assets, works and services of Ukrainian 

origin in the cost of construction of renewable power facili-
ties has been approved by nErc in 2013. the mechanism of 
calculating the share of raw materials, materials, fixed assets, 
works and services of ukrainian origin in the cost of construc-
tion of rEs projects is providing the regulator with the tool for 
determination if a rEs producer meets the threshold quota 
of 30% in 2013 and 50% starting 2014, for access to the 
support scheme.

investments in new renewable energy capacities doubled 
in 2012 compared with 2011, mostly in wind and solar. By 
December 2012, the wind generation capacities installed 
reached 193.8 mW, and solar capacity reached 380 mW. En-
ergy from biomass remains underutilised in view of ukraine’s 
significant potential.

the law on amendments to certain legislative acts of ukraine 
regarding Production and use of motor Fuels containing Bio-
components, setting up the targets for bioethanol, was ap-
proved during the reporting period. the secretariat has no 
information as to whether the law on Development of Pro-
duction and consumption of Biofuels, which is supposed to 
set up the proper framework for biofuels, has been approved 
since it was drafted in early 2012. 

c. state of compliance 

like most other contracting Parties, ukraine failed to comply 
with the obligation to adopt a nrEaP by 30 June 2013. 

1. ukraine has developed the institutional framework to pro-
mote energy from renewable sources. However, this has to 
be further strengthened and completed in order to comply 
with all the requirements of the new renewable energy ac-
quis.

First of all, the binding targets following from the adapted Di-
rective 2009/28/Ec have to be transposed in the legal frame-
work together with the remainder of the Directive. 

guaranteed access to the networks, priority dispatch of rEs 
electricity and mandatory purchase of renewable electricity 
by the wholesale electricity supplier has been ensured since 
2009. nevertheless, the amendments of the Electricity law 
and the implementation of the new electricity model will have 
to pay due attention to the access to the network issues and 
operation of the grids for electricity produced from renew-
able sources. 

the appointment of the appropriate institution to implement 
the system of guarantees of origin for energy produced from 
renewable sources has to be decided.

the legislation on the mandatory use of local content in 
constructing renewable energy facilities has been a concern 
of the secretariat for some time already on account of its 
negative impacts on trade in renewable energy. in 2013, the 
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secretariat received a complaint by private investors under its 
dispute settlement rules, and is currently assessing whether 
or not to initiate enforcement action against ukraine on the 
basis of a violation of article 41 of the treaty.

in relation to the new rules related to the cost of connections 
that will be split 50:50 between the network operator and 
the applicant, including rEs producers, there is no indication 
how the connection assets will be treated by the regulator 
in the regulatory asset base of the network operator during 
the 10 years pay-back period. the procedure does not deter-
mine further how the costs are distributed between power 
producers that connect later to the grids and benefit from 
the improvement of old transmission lines or construction of 
new lines paid for by the previous rEs producer. the grid 
operators will have to develop network investment plans to 
be adopted by the regulator to accommodate for the further 
development of renewable energy.

The cost and non-cost barriers identified by the Ukrainian Bio-
energy association’s experts to be hampering the develop-
ment of bioenergy were partly removed with the adoption of 
green tariff rates for electricity from biogas. However, more 
remains to be done to streamline the administrative proce-
dures, to ensure transparency of the public institutions to 
facilitate investments in bioenergy projects and to create a 
market for energy from renewables used for heating consid-
ering the great potential that ukraine has. 

2. many elements of Directive 2003/30/Ec are already in 
place – the obligation to ensure information for the public, 
promotion and incentive measures, as well as the recently de-
fined targets for only one type of fuel - bioethanol. However, 
requirements for monitoring and reporting need to be more 
consistently and transparently. 

Directive 2009/28/Ec imposes more demanding requirements 
in relation (also) to liquid biofuels. the time frame established 
by the draft nrEaP - approval of an action plan only in no-
vember 2013 and the establishment of a certification scheme 
and a relevant body for liquid biofuels sustainability – does 
not indicate a timely implementation of the Directive by the 
end of 2013. 

d. conclusions and Priorities 

ukraine has a comprehensive framework for the promo-
tion of energy from renewable sources and the process of 
completing the legislation to increase compliance with the 
requirements of renewable Energy Directive 2009/28/Ec has 
to continue. ukraine has recognised the importance of using 
the significant renewable energy potential it has to alleviate 
the country’s dependence on fossil fuel imports. 

The finalisation and the adoption of the draft NREAP describ-
ing the policies and measures on how to reach 11% rEs tar-
get in 2020 and 10% rEs target in transport must be the 
main priority for ukraine in the upcoming period.

the local content requirement remains an issue of concern 
and should be modified in line with the Energy Community 
treaty.

The targets for different types of biofuels must be defined so 
as to correspond harmoniously, ensuring the transparency of 
the overall target in the transport sector and the consequent 
monitoring of target fulfillment. Furthermore, setting up sus-
tainability criteria and an adequate certification scheme in line 
with Directive 2009/28/Ec is a key requirement for boosting 
sales of raw material and/or biofuel production and in par-
ticular their export to Eu markets. 
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3.6 EnVironmEnt – a regional overview

a. Environment in the Energy community 

Energy and environment are two closely interlinked matters. 
the generation, transmission and consumption of energy 
raise a number of questions related to the protection of dif-
ferent environmental media. this can mean emissions into 
the air, water and soil, intensive land use, waste manage-
ment, etc. By including pieces of the environmental acquis 
in the Energy community treaty, the link between energy 
policy and environmental protection is formalized in a legally 
binding form. 

in the contracting Parties, energy production is mainly based 
on fossil fuels (coal, oil and natural gas). this is mainly due to 
the availability of resources and related infrastructure as well 
as historical reasons. in most of the contracting Parties (alba-
nia, Bosnia and Herzegovina, the former yugoslav republic of 
macedonia, montenegro, serbia and ukraine), hydropower 
plays a significant role. Nuclear facilities are only operated in 
ukraine.

according to yale university’s 2012 Environmental Perfor-
mance Ranking, the environmental situation in the contract-
ing Parties varies to a large extent and there is a difference be-
tween contracting Parties both in terms of policy instruments 
and the current state of play regarding environmental issues 
(e.g. adverse effects of emissions from energy production 
on human health and the environment, share of renewable 
energy sources, mitigation measures for climate change). in 
general, industrial pollution, waste management and protec-
tion of natural habitats remain the most important challenges 
for most of the contracting Parties in their respective energy 
sectors. However, each contracting Party has particular chal-
lenges in the environmental domain which are, strictly speak-
ing, not directly connected to the environmental directives 
listed in the treaty but to other environmental issues related 
to climate change, water and river basin management, sus-
tainable consumption and production, waste management, 
etc.

b. the acquis on environment 

the environmental acquis communautaire relevant to the 
Contracting Parties is defined in Article 16 of the Treaty and 
consists of four pieces of legislation:

Directive 85/337/EEc of 27 June 1985 on the assessment of 
the Effects of certain Public and Private Projects on the En-
vironment, as amended by council Directive 97/11/Ec of 3 
march 1997 and Directive 2003/35/Ec of the European Par-
liament and of the council of 26 may 2003 (the “Environ-
mental impact assessment Directive”); 

Directive 1999/32/Ec of 26 april 1999 relating to the re-
duction in the sulphur content of certain liquid Fuels and 

amending Directive 93/12/EEc (the “sulphur in Fuels Direc-
tive”); 

Directive 2001/80/Ec on the limitation of Emissions of cer-
tain Pollutants into the air from large combustion Plants (the 
“large combustion Plants Directive”) and 

article 4(2) of Directive 79/409/EEc of 2 april 1979 on the 
conservation of wild birds (the “Wild Birds Directive”).

Furthermore, the contracting Parties, under article 14 of 
the treaty, shall endeavour to implement Directive 96/61/Ec 
concerning integrated Pollution Prevention and control (the 
“iPPc Directive”). article 13 of the treaty invites the con-
tracting Parties to accede to the Kyoto Protocol, which all 
contracting Parties with the exception of Kosovo* have al-
ready done. in general, the environmental acquis is applicable 
only to the extent that network energy (i.e. electricity, gas 
and oil) is concerned.

the original contracting Parties had to implement the Envi-
ronmental impact assessment Directive and the Wild Birds Di-
rective upon the entry into force of the treaty, by 1 July 2006, 
whereas for moldova the implementation deadline expired at 
the end of 2010. ukraine is under an obligation to implement 
the Environmental impact assessment Directive and the Wild 
Birds Directive by 1 January 2013 and 1 January 2015, respec-
tively. the implementation deadline for the sulphur in Fuels 
Directive was 31 December 2011 for the original contracting 
Parties, 31 December 2014 for moldova and 1 January 2012 
for ukraine.

the large combustion Plants Directive needs to be imple-
mented by the end of 2017 by all contracting Parties. this is 
the most complex piece of legislation to be implemented and 
will require major investment in either retrofitting old non-
compliant thermal power plants or in replacing them with 
new energy generation facilities. the Environmental task 
Force established by the ministerial council coordinates the 
preparation of the timely implementation of the Directive by 
the contracting Parties. the main task to be accomplished 
relates to stock-taking of both the emission data and the legal 
framework in the contracting Parties.

the main points of the four Directives on environment are as 
follows: 

1. the Environmental impact assessment Directive aims at 
identifying and assessing environmental consequences of 
projects before a building or operation permit is granted. in 
terms of network energy, annexes i and ii to the Directive 
cover projects both in energy generation and transmission/
distribution as well as storage of gas and petrochemical prod-
ucts. the key document within the environmental impact as-
sessment procedure is the environmental impact study to be 
compiled and submitted by the developer to the competent 
authorities for review. the procedure itself can be divided into 

four main parts, namely (1) screening, i.e. the determination 
of whether an environmental impact assessment is required 
for a given project covered by annex i (mandatory) or an-
nex II (non-mandatory); (2) scoping, i.e. the identification of 
the issues to be covered by the environmental impact study; 
(3) the elaboration and submission of the environmental im-
pact study by the developer; (4) a review of the study by the 
competent authorities and the adoption of an authorization 
decision, before which (domestic) authorities likely to be con-
cerned by the project, the public concerned and other coun-
tries likely to be significantly affected by projects with a trans-
boundary impact are to be consulted.

The codified version of the Environmental Impact Assessment 
Directive 2011/92/Ec has not yet been incorporated into the 
Energy community.

2. the key objective of the sulphur in Fuels Directive is to 
ensure effective protection from the risks resulting from so

2 

emissions, by imposing thresholds meant to prevent sulphur 
deposition exceeding critical loads and levels. in doing so, the 
Directive covers two kinds of fuel oil, i.e. refined oil used for 
combustion with the purpose of generating heat or power. 
the key element of the Directive consists in setting the maxi-
mum sulphur content for heavy fuel oil and gas oil. the sul-
phur content of heavy fuel oil must not exceed 1% by mass. 
the sulphur content of gas oil must not exceed 0.10% by 
mass. the Directive envisages certain derogations allowing 
for more lenient thresholds in case the large combustion 
Plant Directive is implemented. Furthermore, the sulphur in 
Fuels Directive requires enforcement, namely by sampling and 
analysis, and determining penalties. the Directive also obliges 
the contracting Parties to report each year on the sulphur 
content of the fuel oils covered by the Directive and used 
within their territory during the preceding year. 

3. the overall aim of the large combustion Plants Directive 
is to reduce emissions of acidifying pollutants, particles, and 
ozone precursors. control of emissions of different pollut-
ants (sulphur dioxide, nitrogen oxides and dust) from large 
combustion plants plays an important role in the European 
Union’s efforts to combat acidification, eutrophication and 
ground-level ozone. the Directive covers combustion plants 
which have a rated thermal input equal to or greater than 
50 mW.

the Directive contains different emission limit values (for so
2, 

noX and dust) for three categories of plants. Plants licensed 
after 26 november 2002 (the so-called “new new” plants) 
have to comply with stricter emission limit values while plants 
licensed on or after 1 July 1987 and before 27 november 
2002 (the so-called “old new” plants) have to comply with 
less strict ones. Significant emission reductions from the so-
called “existing plants” (licensed before 1 July 1987) should 
be achieved either by compliance with the individual emission 
limit values of the Directive or by applying a national emission 
reduction plan that achieves an overall reduction of emissions 

calculated on the basis of those emission limit values, or by 
a combination of the two approaches. a national emission 
reduction plan must address all three pollutants for all plants 
covered by the plan.

in april 2013, the European commission proposed to the 
ministerial council an adaptation of the Directive with the 
aim to provide a framework for its implementation and to 
make use of the Directive’s flexibility. This was necessary as 
the treaty does not provide dates for the procedure to imple-
ment the provisions dealing with the national emission reduc-
tion plan.

alongside this adaptation, the European commission also 
proposes the introduction of the provisions relevant for large 
combustion plants of Directive 2010/75/Eu on industrial 
emissions (integrated pollution prevention and control) by in-
cluding its chapter iii and annex V in the Energy community 
environmental acquis. By the time of the preparation of this 
report, negotiations on both proposals are still ongoing.

4. the main aim of the Wild Birds Directive is the long-term 
conservation of naturally occurring wild birds in Europe. ar-
ticle 4 of the Directive is a central element in that respect. 
it requires the adoption of special conservation measures 
concerning the habitat of certain endangered species, and 
in particular the classification of suitable territories as special 
protection areas. article 4(2) of the Wild Birds Directive, as 
applicable in the Energy community, requires the contract-
ing Parties to take similar measures for the protection of “reg-
ularly occurring migratory species”. that article thus requires 
the classification of the most suitable territories in number 
and size, applying ornithological criteria, as special protec-
tion areas (sPas) for breeding, moulting, wintering and the 
migratory birds’ staging posts along the migratory routes. in 
doing so, particular attention is to be paid to the protection 
of wetlands. once created, a protection regime for the sPas 
must be established, including both measures avoiding harm-
ful human effects and measures preserving or improving the 
state of the sPa.

the new Wild Birds Directive 2009/147/Ec has not been in-
corporated into the Energy community.

c. Main findings  

1. General remarks

in general, coping with environmental requirements in the 
energy sector constitutes a major challenge for all contract-
ing Parties. Although the specific reasons may vary by coun-
try, the common characteristics include the use of outdated 
technological solutions, extended use of facilities over their 
expected operational lifetime and lack of investments in 
abatement techniques over the past decades. Lack of suffi-
cient administrative capacities seems to be a general issue as 
well.
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2. Environmental Impact Assessment

regarding the implementation of the Environmental impact 
assessment Directive, it should be noted that all contract-
ing Parties (with the exception of Kosovo*) ratified the Espoo 
convention on Environmental impact assessment in a trans-
boundary context as well as the aarhus convention on ac-
cess to information, Public Participation in Decision-making 
and access to Justice in Environmental matters. although 
motivation for swift implementation is high (given the strong 
linkages to investments in particular from public donors), in-
tensified efforts to improve the legal framework are neces-
sary in a number of contracting Parties. croatia, the former 
yugoslav republic of macedonia, montenegro, serbia and 
Kosovo* have reached a high level of transposition whereas 
albania, Bosnia and Herzegovina, moldova and ukraine still 
have to considerably improve their legal framework.

While full and complete transposition is a prerequisite for 
proper practical implementation of the environmental acquis 
of the Energy Community Treaty, it is not sufficient in itself 
to comply with the obligations arising from the treaty. in par-
ticular, the secretariat will carry out individual assessments 
on projects falling under the scope of the Directive wherever 
notified about potential irregularities by individuals, authori-
ties, investors or non-governmental organisations.

in Albania, the new law on Environmental impact assess-
ment already adopted on 7 July 2011, entered into force on 
4 February 2013. 

The new Law constitutes a significant step forward compared 
to the former Environmental impact assessment law adopted 
in 2003. it generally follows the structure and the provisions 
of the Environmental impact assessment Directive, although 
certain provisions are not yet included and still need to be 
adopted. For instance, its article 10 dealing with the applica-
tions for a permit by the developer mentions that for annex i 
installations, the developer should submit the in-depth envi-
ronmental assessment and for annex ii installations a prelimi-
nary assessment, both of which should be designed accord-
ing to the type of the project. However, it does not mention 
what type of information these documents should contain 
while annex iV of the Directive does contain a set of infor-
mation in that respect. the new law also contains concrete 
provisions on public participation which are also considered 
as a step forward.

annexes i and ii of the new law are fully harmonized with 
those of the Directive and, on certain occasions, they even 
go beyond the Directive’s requirements (e.g. the Directive re-
quires a mandatory assessment for combustion installations 
with a heat output of 300 mW or more whereas the new 
albanian law sets a threshold of 20 mW.

meanwhile, seven key legal acts concerning environmental 
impact assessment are being drafted, out of which the most 

important one on the rules, responsibilities and timeframes 
for the procedures of environmental impact assessment was 
already adopted in January 2013. the other six legal acts, 
which are currently under adoption, are expected to further 
improve the level of transposition of the Directive.

During the reporting period, seventy-seven environmental im-
pact assessments were carried out in albania in the energy 
sector, of which one concerns power generation; six electric-
ity transmission; two gas transmission, thirteen gas storage, 
forty-six hydro power plants, six wind farms and three photo-
voltaic installations.

overall, it can be stated that albania reached a high level of 
transposition of the Environmental impact assessment Direc-
tive with the adoption and the recent entry into force of the 
new law. it has to be pointed out, however, that enhanced 
efforts on the implementation of the Directive would be nec-
essary as the regional authorities as well as the ministry of 
Environment, Forests and Water Administration still lack fi-
nancial and human resources.

in Bosnia and Herzegovina, legislation at state-level is still 
missing. in all entities, laws on environmental protection have 
been in place since 2003 (Federation of Bosnia and Herze-
govina), 2004 (Br~ko District) and 2007 (republika srpska). 

in the Federation of Bosnia and Herzegovina, transposition of 
the Directive is already well advanced as the 2003 law sets 
out provisions for screening (called prior impact assessment) 
mandatory assessment (called Eis), the content of their docu-
mentation (including a non-technical summary), public par-
ticipation and transboundary effects. it has to be pointed out, 
however, that certain details regarding public participation 
are missing as the 2003 law only contains the requirement to 
organize a public hearing but no provisions on the content of 
the public notice. the law only mentions that the public hear-
ing should be organized through newspapers disseminated 
Federation-wide which is not up to current standards.

a new law on Environmental Protection is currently being 
drafted which is supposed to further improve the level of 
compliance.

altogether, twenty environmental impact assessment pro-
cedures have been finalized in the Federation of Bosnia and 
Herzegovina since september 2012. one of these procedures 
concerns the combined heat and power generation plant Ktg 
zenica, a candidate Project of Energy community interest. 
Another five requests for environmental impact assessments 
have been submitted to the competent authorities during the 
reporting period. Precise numbers on the exact amount of 
environmental impact assessments in the energy sector were 
not provided.

in republika srpska, a new law on Environmental Protection 
was already adopted on 27 July 2012. it provides general 

rules on, amongst other things, environmental impact assess-
ment (with the exception of transboundary effects and access 
to justice). Both annex i and annex ii of the Environmental 
impact assessment Directive, listing the projects subject to 
an environmental impact assessment, are fully transposed. a 
Decree on Projects requiring an Environmental impact assess-
ment and the criteria for Deciding on the need for an Envi-
ronmental impact assessment, also adopted during 2012, im-
plements these provisions. in principle, the adoption of these 
pieces of legislation would make republika srpska capable of 
properly implementing the Environmental impact assessment 
Directive. the documents however have been submitted to 
the secretariat in national language only which hinders their 
detailed review. 

one environmental impact assessment procedure has been 
finalized in the energy sector in Republika Srpska since Sep-
tember 2012 which concerns the retrofitting of the thermal 
power plant located in ugljevik.

as regards the Br~ko District, no information on developments 
during the reporting period, both from legislative and imple-
mentation aspects, has been submitted to the secretariat.

overall, subject to the above comments, all entities in Bosnia 
and Herzegovina have already reached a level of transposition 
that would make them capable of implementing the Envi-
ronmental impact assessment Directive. However, all entities 
should intensify their efforts for the proper implementation of 
the provisions on public participation.

in Croatia, environmental impact assessment is governed 
by the Environmental Protection act (2007) and the regula-
tion on Environmental impact assessment (2008). although 
an adequate level of transposition has already been reached 
through this legislative framework, as was recognized by last 
year’s report, there are certain shortcomings to be addressed 
by the new Environmental Protection act and regulation on 
Environmental impact assessment, which are currently being 
drafted by the ministry of Environment and nature Protec-
tion. The most significant changes will be related to Annexes 
i to iii of the regulation on Environmental impact assessment 
(which determine projects falling under the scope of the 
regulation, either by requiring a mandatory assessment or a 
screening procedure). 

altogether, 28 environmental impact assessment procedures 
have been finalized in Croatia since September 2012, includ-
ing two thermal power plants and five wind farms which are 
candidates for Projects of Energy community interest. no 
precise number for environmental impact assessments in the 
energy sector was provided. the environmental impact as-
sessment of the Plomin thermal power plant, which has been 
given a green light during the reporting period, has received 
criticism from environmental organizations by stating that the 
new plant would undermine the co

2 emission reduction tar-
gets of the country and that the project fails to demonstrate 

compliance with local spatial planning requirements.

As confirmed in last year’s report, Croatia reached an ade-
quate level of compliance with the provisions of the Directive. 
the legislative work in progress is expected to improve that to 
full compliance by harmonizing all activities falling under the 
scope of the Directive with its requirements.

Kosovo* already transposed the requirements of the Direc-
tive into national law by the law on Environmental impact 
assessment of 2010 and several acts of secondary legislation 
adopted during 2011. the competent authority is the minis-
try of Environment and spatial Planning. 

During the year 2012, 149 requests for development consent 
were reviewed by the ministry of Environment and spatial 
Planning. By the end of march 2013, the ministry received 
another thirty-six requests of which so far thirteen have been 
granted the permit and six were refused. no information was 
provided on the number of environmental impact assess-
ments concerning projects in the energy sector.

the Kosovo* government plans to build the 2x300 mW 
Kosova e re (new Kosovo) plant to ensure security of supply 
and to replace the old Kosovo a tPP which is running already 
beyond its planned operational lifetime. it would be worth 
considering that the new plant meets the emission limit val-
ues of the industrial Emissions Directive rather than the lcP 
Directive. 

From the legislative perspective, Kosovo* is in the position 
to effectively implement the provisions of the Environmental 
impact assessment Directive. However, efforts for the practi-
cal implementation must be intensified and the administrative 
capacities must be strengthened.

in the former yugoslav republic of Macedonia, environmen-
tal impact assessment is covered by the Environmental law of 
2005 as amended in 2010 and 2011. no legislative changes 
were reported since then.

the ministry of Environment and Physical Planning organised 
ten public hearings in the framework of environmental im-
pact assessment procedures, three of which concern projects 
in the energy domain, namely the dam at rechani as part of 
the hydrological system of the orizarska river, the transport 
system for wet disposal of ashes at the thermal power plant 
in oslomej and a solar plant in the municipality of novaci. al-
together, nine development consents have been issued, three 
of which concern projects in the energy domain, namely the 
rechani dam, the oslomej thermal power plant and the hy-
dropower plant Boshkov most.

the former yugoslav republic of macedonia, through the 
amendments carried out in 2010 and 2011 to the Environ-
mental law and the related by-laws, essentially transposed 
the Environmental impact assessment Directive. it is therefore 



168 | EnErgy community sEcrEtariat EnErgy community sEcrEtariat | 169

ENVIRONMENT | A REGIONAL OVERVIEW

En
vi

ro
n

m
en

t

in the position to effectively implement it, provided that the 
institutional capacities are strengthened.

in Moldova, a law on Environmental impact assessment was 
submitted to Parliament in 2012. the law is supposed to re-
place earlier legislation from 1996 which only partially reflects 
international requirements and current best practices. Howev-
er, the draft is still being reviewed by the competent parliamen-
tary committees and, therefore, no changes of the legislative 
framework have been carried out since last year’s report.

During the reporting period, moldova participated in trans-
boundary environmental impact assessment procedures as an 
affected party in two energy projects in the neighboring ro-
mania, namely the power station in galati and the construc-
tion of 400 KV power line in Balti-suceava. the ministry of 
Environment was also involved in the environmental impact 
assessment procedure for the construction of two nuclear 
power plant units in Khmelnitsky, ukraine where it delivered 
a negative opinion on the environmental impact assessment. 
it was requested that consultations should be carried out be-
tween the national authorities and that the documentation of 
the impact assessment should be completed. no information 
on follow-up steps has been reported.

the currently existing legislation on environmental impact 
assessment in the country fails to adequately transpose the 
Environmental impact assessment Directive as the scope of 
projects subject to the Directive is not harmonized, its man-
datory character is questionable and there are no effective 
provisions to ensure public participation. Even though the 
draft law pending in Parliament could rectify the situation, 
moldova currently fails to comply with the acquis in respect 
of environmental impact assessment and consequently, the 
secretariat may have to follow up on this by taking enforce-
ment action.

in Montenegro, as confirmed by last year’s implementation 
report, an adequate level of transposition of the Environ-
mental impact assessment Directive into national law was 
reached by the law on Environmental impact assessment (in 
force since 2008, amended in 2010). this law was subject 
to further amendments in may 2013 in order to achieve a 
higher degree of compliance with the provisions of the Envi-
ronmental impact assessment Directive. moreover, a Decree 
on Projects subject to an Environmental impact assessment 
is expected to be adopted by the government by the end of 
2013.

altogether, at state-level, 55 environmental impact assess-
ments have been carried out in the course of 2012, while 171 
environmental impact assessments have been carried out at 
local level (in total 226). no information was provided, how-
ever, on the amount of environmental impact assessments 
that concern projects from the energy sector.

overall, montenegro has reached a level of transposition that 

puts it into a position to effectively implement the provisions 
of the Environmental impact assessment Directive. therefore, 
efforts should be focused on the practical implementation of 
the legislative measures in environmental impact assessment 
procedures. 

in Serbia, a law on Environmental impact assessment has 
been in place since 2004. Following the entry into force of the 
new Directive 2011/92/Ec in the European union, serbia, in 
late 2013 or early 2014, plans to revise the Decree on the lists 
of Projects according to its national Plan for the adoption of 
the Acquis, a document that sets targets for the adaptation 
of national legislation with the requirements of Eu law in con-
nection with serbia’s candidate status. as Directive 2011/92/
Ec is not part of the Energy community environmental acquis 
for the time being and since it is a result of a codification exer-
cise after the substantial amendments made to the Directive 
already in the past, serbia could achieve full compliance even 
without these latest amendments.

As regards environmental impact assessments in the field of 
energy, four requests (including screening and scoping re-
quests as well as complete environmental impact assessment 
studies) were submitted to the ministry of Energy, Develop-
ment and Environmental Protection, out of which three have 
been completed. Furthermore, an unknown number of re-
quests was sent to and/or processed by local authorities.

overall, serbia is in the position to effectively implement the 
provisions of the Environmental impact assessment Directive. 
therefore, efforts should be focused on the practical imple-
mentation of the legislative measures in environmental im-
pact assessment procedures.

in accordance with its accession Protocol, Ukraine had to 
implement the provisions of Directive 85/337/EEc by 1 Janu-
ary 2013. the authorities in charge are the ministry of Ecol-
ogy and natural resources and the ministry of Energy and 
coal industry. 

Despite several pieces of legislation (law on Environmental 
assessment, law on Environment Protection, law on Ecologi-
cal Expertise) currently being in place, there is no coherent 
legislative scheme in ukraine governing environmental impact 
assessment. a recent study on the implementation of the Es-
poo and aarhus conventions in ukraine concluded that the 
legislative framework seems to be even less capable of fulfill-
ing the obligations arising from those conventions than it was 
in 2010 and since then, the situation has not been improved.

in may 2013, a draft law on the implementation of Provisions 
of convention on Environmental impact assessment in trans-
boundary context (Espoo convention) was submitted to the 
Parliament of ukraine. the draft intends to introduce a new 
legal framework for environmental impact assessment. the 
draft also proposes an amendment to the law of ukraine on 
Environment Protection, establishing a separate chapter on 

environmental impact assessment, setting rules for the sub-
mission and analysis of environmental impact assessment, the 
scope of activities as well as public participation. the draft, 
however, has not been submitted to the secretariat for review 
and it is not yet foreseen when the law could be adopted.

currently, ukraine falls short of compliance with the provi-
sions of the Directive by failing to provide a legislative frame-
work covering the activities listed in annexes i and ii of the 
Directive and by not setting rules for the range of information 
covered by an environmental impact assessment as well as 
public participation. this situation fails to demonstrate com-
pliance with ukraine’s obligations arising from the Energy 
Community Treaty and should be rectified as quickly as pos-
sible. otherwise, the secretariat may have to follow up on this 
by taking enforcement action.

3. Wild Birds

as regards the implementation of article 4(2) of the Wilds 
Birds Directive, a coherent and comprehensive monitoring of 
all measures required to protect migratory birds is essentially 
not possible with respect to the network energy sectors alone. 
The Secretariat is not aware of sector-specific protection mea-
sures in the contracting Parties. Furthermore, the secretariat 
has no access to information on the classification of Special 
Protection Areas (SPAs) as well as scientific and ornithologi-
cal data related to migratory birds in each contracting Party, 
necessary to assess the suitability of the classification (or non-
classification) of SPAs by the Contracting Parties. 

that being said, it can be concluded that in terms of compli-
ance with the acquis, the level of transposition is generally 
satisfactory, whereas practical implementation, namely by 
designating special protection areas for migrating birds, is still 
to be achieved. there were a number of steps forward on this 
front during the last reporting period, especially in the field 
of designating new sites in the framework of the convention 
on Wetlands of international importance, especially as Water-
fowl Habitat (the ramsar convention). three wetlands in the 
Federation of Bosnia and Herzegovina (Hulovo Blaod, Barda~a 
and livanjsko polje), one site in serbia (Koviljsko-Petrovar-
adinski rit), one transboundary site covering territories in ser-
bia and in romania (iron gate national Park) and one site in 
montenegro (tivat saline) were included on the list.

a preliminary list of sPas in serbia was elaborated based on 
the best available data. a total of 43 sites were selected in 
the framework of the twinning Project “strengthening ad-
ministrative capacities for Protected areas in serbia (natura 
2000)”. A list with insufficiently covered species was drafted 
including 74 species and further work would be necessary 
to identify potential other species. the procedures, timeta-
bles and responsibilities were fixed to finalize the preliminary 
list of special Protected areas in serbia, which will be made 
through amendments to the Decree on Ecological network. 
this legislative work is currently in progress.

4. Sulphur in Fuels

the secretariat’s assessment and the associated reviews of 
the available legislation demonstrated that the contract-
ing Parties have progressed with different pace towards the 
achievement of full transposition and implementation of the 
sulphur in Fuels Directive. as pointed out in the secretariat’s 
implementation report last year, regardless of the efforts to 
encourage the contracting Parties to implement the obliga-
tions resulting from this Directive, the secretariat was of the 
opinion that there are reasons for concern. since these con-
cerns could not be fully addressed with a number of con-
tracting Parties through bilateral dialogue, the secretariat had 
to launch infringement proceedings against the contracting 
Parties concerned (albania, Bosnia and Herzegovina, the for-
mer yugoslav republic of macedonia, serbia, ukraine) in the 
course of early 2013. all these procedures are still ongoing at 
the time of the preparation of this report.

the cases against Bosnia and Herzegovina, the former yu-
goslav republic of macedonia and serbia deal with improper 
transposition of the Directive’s provisions into national law. 

in the case of Bosnia and Herzegovina, the secretariat con-
cluded that by maintaining and applying a derogation clause 
in the government Decision setting out the rules regulating 
the sulphur content of liquid fuels, Bosnia and Herzegovina 
fails to implement the provisions of the Directive with regard 
to heavy fuel oils. moreover, granting domestically produced 
petroleum products more favourable treatment with regard 
to the maximum sulphur content as compared to imported 
ones constitutes discrimination based on the origin of the fuel 
and thereby does not comply with articles 7 and 41 of the 
treaty. the secretariat also concluded that the legislation in 
place in Bosnia and Herzegovina related to the sulphur con-
tent of gas oil, on state and entity level, fails to transpose the 
provisions of the Directive dealing with gas oil because the 
legislative limit values have not been set at 0.10% by mass.

the former yugoslav republic of Macedonia received an 
opening letter due to the fact that there were no legally bind-
ing requirements on the sampling and analysis of petroleum 
products in place. although certain standards setting out 
general requirements for the competence of testing and cali-
bration for laboratories were adopted, the standard referred 
to in the Directive sets out precise technical measures for the 
determination of the sulphur content of petroleum products. 
therefore, the situation in the former yugoslav republic of 
macedonia could have not been considered as achieving 
compliance with the requirements of the Directive.

in the case of Serbia, the secretariat concluded that while 
the rulebook on the technical and other requirements for 
liquid Fuels contains a description of different types of heavy 
fuel oil, it is not in line with the definition set out by the Direc-
tive. moreover, the maximum sulphur content of the catego-
ries (according to the serbian legislation) of HFo-s and HFo-t 
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are 3.00% by mass and 4.00% by mass, respectively, which 
constitutes of a breach of the requirements of the Directive. 
as regards sampling and analysis, the secretariat concluded 
that the standards referred to by the serbian legislation can-
not be considered as equivalent to the ones required by the 
Directive, therefore, the applicable serbian legislation cannot 
be considered as correctly transposing the Directive.

the case against Albania addresses a breach by which alba-
nia, via its national law, delayed the introduction of require-
ments in accordance with the sulphur in Fuels Directive until 
end 2014 which is not acceptable. 

Ukraine received an opening letter for not transposing the 
requirements of the Directive into national law by the dead-
line set out in the Energy community treaty.

the contracting Parties provided their replies to the open-
ing letters the analysis of which is underway at the time of 
the preparation of this report. should the contracting Par-
ties concerned not be able to meet their obligations arising 
from the Treaty or provide a valid justification for the delays 
in transposition and implementation of the provisions of the 
Directive, the secretariat may need to bring the cases to a 
further instance.

5. Large Combustion Plants

implementing the provisions of the large combustion Plants 
Directive in the energy sector provides a significant challenge 
to all contracting Parties of the Energy community. there-
fore, one of the main tasks of the Energy community’s En-
vironmental task Force is stocktaking for Directive 2001/80/
Ec in order to prepare the contracting Parties for the imple-
mentation deadline of the Directive which was set at 31 De-
cember 2017. contracting Parties should adopt a legislative 
framework compliant to the Directive by that deadline and 
they should implement its provision from 1 January 2018 on-
wards.

it has to be pointed out that the general situation of existing 
plants in the Energy community contracting Parties is not 
good mainly due to the combined effects of three issues: the 
considerable average age of the plants (a number of which 
are already running beyond their planned operational life-
time), low level of maintenance and a lack of significant in-
vestment in the sector over the past two decades.

at the time of preparation of this report, the secretariat is 
commissioning a study analyzing the need for modernization 
of large combustion plants in the Energy community. the 
main purpose of this study is to support governments, deci-
sion-makers, privately and publicly owned energy companies 

and private and public investors in their efforts to make con-
tracting Parties capable to meet their commitments under the 
treaty by the implementation deadline. this can be achieved 
either by the retrofitting of existing large combustion plants, 
by a change of fuels or by replacing non-compliant plants, 
which are close to or beyond their operational lifetime, with 
new capacities. the consultant is expected to develop a sce-
nario for each option. one of the main goals of the study 
is to provide a realistic investment need scenario at plant 
and contracting Party level, taking into account the differ-
ent modernisation options explored as well as the alternative 
scenario of replacing capacity (by either fossil fired plants or 
renewable energy sources). The outcome and the final results 
of the study are expected to be published in the course of the 
fourth quarter of 2013.

Judging by the contributions of the contracting Parties at 
different meetings of the Environmental task Force as they 
are reflected in the respective conclusions, a large majority of 
contracting Parties plan to opt for the use of a national emis-
sion reduction plan, an alternative method for compliance 
under article 4(6) of the large combustion Plants Directive. 
the national emission reduction plan provides a possibility to 
cover all plants within a contracting Party’s territory and to 
reach overall emission reductions in the sector. the provisions 
of the large combustion Plants Directive on the national 
emission reduction plan, however, cannot be implemented 
in a straightforward manner in the contracting Parties as 
the deadlines included therein are already in the past. this 
was one of the driving motives of the European commission, 
when it proposed, in april 2013, adaptations to the Direc-
tive. in its proposal, the European commission suggested that 
the reference year for the calculation of the national emission 
reduction plans should be set at 2010 for the contracting 
Parties and the deadline for submitting such a plan to the 
secretariat (provided that the contracting Party would opt for 
its use) should be 31 December 2015.

meanwhile, the European commission also suggested that 
chapter iii and annex V of Directive 2010/75/Eu on indus-
trial emissions (integrated pollution prevention and control) 
should also be included in the Energy community environ-
mental acquis as of 1 January 2018 for new plants and 1 Jan-
uary 2022 for existing plants. in the European union, these 
provisions will replace those of the large combustion Plants 
Directive as of 1 January 2016 (for existing plants; for new 
plants, they are already in force since 7 January 2013). 

at the time of the preparation of this report, negotiations on 
both proposals are still ongoing.
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3.7.1 EnErgy EFFiciEncy –  
a regional overview

a. Energy efficiency in the Energy Community 

Energy efficiency is a win-win solution in Energy Community 
countries (including positive effects on competitiveness, envi-
ronment, security of energy supply, economic development, 
etc.), if it is properly supported by a solid legal and institu-
tional framework, and has well designed and implemented 
policy measures and programmes. 

nevertheless, contracting Parties are facing more barriers 
to advancing energy efficiency than EU Member States. This 
is linked to the “inherited” high energy inefficiency in most 
production and consumption sectors, its economic structure 
with a higher share of intensive industry, lower income per 
capita, high public budget constraints also linked to the se-
vere impact of the global economic crisis; the institutional 
framework, although under development remains weak, and 
the legal and regulatory framework is still in progress; but one 
of the highest barriers remains the regulated, low electricity 
prices, especially in the residential sector, that do not incentiv-
ize efficiency measures. 

the Energy community on average, is approximately seven 
times more intensive in primary energy (0.83 toe/1000 usD)1 
than average Eu-27 (0.12 toe/1000 usD), and respectively 
six times higher in final energy intensity (0.49 toe/1000 USD) 
than Eu-27 with 0.08 toe/1000 usD, when calculated with 
the exchange rate parity. this is mainly due to the degraded 
state of the energy infrastructure, high transformation, trans-
mission and distribution energy losses, and also low energy 
efficiency in the end-use sector, especially in buildings. On 
the other hand, the Energy community consumed less energy 
per capita (1.38 toe/capita) than the Eu-27 (2.38 toe/capita) 
in 2010, which is not an indication of efficiency, but develop-
ment. therefore, in the future we could and should expect 
that energy consumption will grow at a higher speed than in 
other regions, making energy efficiency even more relevant.

Although many existing barriers to energy efficiency are still 
slowing down the implementation of energy efficiency mea-
sures in contracting Parties of the Energy community, and 
the acquis is still under transposition and proper implementa-
tion, some very positive developments have been noticed in 
the contracting Parties, in 2012 and 2013. in order to ef-
fectively tackle the common barriers and find common solu-
tions and actions for the development and implementation of 
energy efficiency policy and programmes, the Secretariat is 
promoting and supporting integrated actions at regional lev-
el. Furthermore, the secretariat is promoting and supporting 
extensive cooperation and coordination between countries 
themselves, and with other players of relevance for promo-
tion of energy efficiency, such as the EU and pan-regional 

organizations, donors and international Financial institutions, 
etc. 

1. The acquis on energy efficiency

Based on the ministerial council’s Decisions, adopted in De-
cember 2009, september 2010 and october 2011 respective-
ly, the following three Directives became part of the Energy 
community acquis:

1. Directive 2006/32/EC on Energy End-use Efficiency and En-
ergy services requires, among other things, the adoption of 
an indicative energy savings target of 9% for the ninth year of 
application of this Directive, and the development of national 
Energy Efficiency Action Plans (NEEAPs). It also promotes the 
exemplary role of the public sector, the setting-up of energy 
efficiency criteria in public procurement, energy audits, pro-
cedures for monitoring and verification of energy savings, 
and other measures to improve energy efficiency and related 
services.

2. Directive 2010/31/Eu on the Energy Performance of Build-
ings provides the legal framework for setting minimum en-
ergy performance requirements for new and existing build-
ings, ensuring certification of buildings and requiring regular 
inspections of heating and air conditioning systems. this Di-
rective also requires Contracting Parties to define plans to en-
sure that by 2021, all new buildings are “nearly zero-energy 
buildings”.

3. 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, establishes 
the legal framework for labelling and consumer information 
regarding energy consumption for energy-related products, 
i.e. products which are likely to have a direct or indirect im-
pact on energy consumption. the delegated regulations deal 
with the labelling of specific energy-related products in great-
er detail, such as air conditioners, televisions, refrigerating ap-
pliances, washing machines etc.

the deadline for the transposition of Directives 2006/32/Ec 
and 2010/30/Eu was 31 December 2011, and 30 septem-
ber 2012 for the transposition of Directive 2010/31/Eu. the 
deadline for the 2nd National Energy Efficiency Action Plan 
(nEEaPs) to be developed under Directive 2006/32/Ec was 
30 June 2013 for the “old” contracting Parties. on the other 
hand, moldova and ukraine as “new contracting Parties” 
were obliged to prepare the 1st nEEaP in 2012, and the 2nd 
nEEaP in 2015. the nEEaP is an important national strategic 
document that should propose concrete measures and report 
on actions to reach the energy savings target, per economic 
sectors. 

in october 2012, the European union adopted the compre-

1 gDP expressed in usD at 2005 constant prices 

hensive Energy Efficiency Directive 2012/27/EU, with the aim 
to ensure the achievement of the union’s 20% headline tar-
get on energy efficiency by 2020, and to pave the way for 
further energy efficiency improvements beyond that date. 
this Directive repeals Directive 2006/32/Ec as well as the 
so-called cogeneration Directive 2004/8/Ec. Following the 
discussions on the possible incorporation of this new Direc-
tive in the Energy community, at the meetings of the Energy 
Efficiency Coordination Group and the Permanent High Level 
group, the secretariat prepared an impact assessment and 
drafted a recommendation on the implementation of Direc-
tive 2012/27/Eu for adoption by the ministerial council in 
october 2013.

2. The Energy Efficiency Coordination Group and Donors’ support

The Energy Efficiency Task Force, established by the Ministe-
rial council in December 2007, played an important role in 
preparing the adoption of the energy efficiency acquis and 
its implementation. the task Force most recently developed, 
inter alia, a template for the 2nd NEEAP to be filled in and sub-
mitted by each contracting Party. the task Force is succeed-
ed by the Energy Efficiency Coordination Group established 
by the Permanent High level group in march 2013. the co-
ordination group provides not only a platform for sharing 
experience in the implementation of the current energy ef-
ficiency acquis, and discusses the incorporation of the Energy 
Efficiency Directive 2012/27/EU. It will also play an important 
role as implementation partner for the technical assistance 
and investment programmes set up by various donors for the 
contracting Parties. 

Donors’ support includes the Regional Energy Efficiency Pro-
gramme for the Western Balkans (REEP). it is supported by the 
Western Balkans Investment Framework (WBIF) with a Eur 20 
million grant from the Ec and an additional Eur 3.35 million 
from bilateral donors through the European Western Balkans 
Joint Fund. REEP is managed by EBRD, which allocated Eur 
125 million of loans through its credit facilities (WeBSEFF II 
and WeBSEDFF). REEP supports energy efficiency investments 
in both private and public sectors, and facilitates public sec-
tors to play an exemplary role as stipulated in nEEaPs. REEP 
includes a very important technical assistance component, 
aimed at either developing or enhancing national regulatory 
frameworks. this will address market barriers, encourage in-
vestments in energy efficiency, support energy service com-
panies (Esco) and help markets to emerge. 

in June 2013, the WBIF approved a study on biomass-based 
heating in the Western Balkans to be implemented by the 
World Bank in close cooperation with the secretariat. the 
study will investigate the potential for energy efficient heat-
ing based on biomass and identify the best opportunities for 
investments in this activity. the World Bank also supports sus-
tainable energy efficiency developments in buildings through 
its new regional programme “Scaling up Energy Efficiency in 
Buildings in the Western Balkans”.

the Deutsche Gesellschaft für Internationale Zusammenarbeit 
(GIZ) runs an “Open Regional Fund for Energy Efficiency”, 
which provides support for an integrated monitoring and a 
verification platform for the implementation of NEEAPs. This 
constitutes a very valuable tool for evaluating savings against 
targets and identifying the need for corrective action. other 
projects include capacity building for energy management in 
cities towards the goals of the Eu covenant of mayors (“cap-
ital cities initiative”), as well as strengthening of public dia-
logue on sustainable energy between different social groups 
and policy-makers.

USAID support will contribute to the Energy Efficiency Coor-
dination group in the framework of its regional programme 
“Enhancing capacity for low Emission Development strate-
gies”. support to ukraine and moldova and observer coun-
tries (armenia, georgia) to develop legislative and institution-
al frameworks in line with Energy community requirements 
is being provided by the European union’s inogatE pro-
gramme, under its sustainable energy component. 

b. state of compliance 

most of contracting Parties made progress in transposing 
and implementing energy efficiency acquis, as presented in 
following chapters. the reform focus shifted from primary to 
secondary legislation, often assisted through various donor 
programmes. nevertheless, the legal framework progress is 
not uniform, as is described in detail below. 

However, when it comes to actions and investments the re-
sults are more visible, even in the absence of the fully func-
tional legal and institutional framework. in this respect, the 
preliminary assessment of the achievement of the intermedi-
ary energy savings target of approximately 3% between 2010 
and 2012, as set by the nEEaP, (on average) indicated an 
80% rate, which is promising, taking into account the cir-
cumstances at national and European level. These figures will 
be confirmed in the 2nd nEEaP through the reporting require-
ment.

although there are many possible models of implementation 
of energy efficiency measures especially for the public sector, 
in the contracting Parties the preferred one is based on pub-
lic borrowing from international financial institutions. That is 
not sustainable on longer term. therefore the challenge is to 
set new financing models that rely less on public, and more 
on private funding. this approach will be further supported 
by most recent regional investment programmes (including 
EBRD/REEP, and the World Bank’s). For these, further coop-
eration and involvement of local authorities is necessary. the 
secretariat will continue to work with regional organizations 
like NALAS, and promote an active role for municipalities, in-
cluding their participation in the EU flagship initiative “Cove-
nant of mayors”, as well as in the implementation of concrete 
investment projects. 

EnErgy EFFiciEncy | a rEgional oVErViEW



EnErgy community sEcrEtariat | 177176 | EnErgy community sEcrEtariat

En
er

g
y 

Ef
fi

ci
en

cy

1. all contracting Parties made progress in transposing Direc-
tive 2006/32/Ec during 2012 and 2013. more advanced in 
transposition are Bosnia and Herzegovina (republika srpska), 
croatia, the former yugoslav republic of macedonia, moldo-
va, montenegro, serbia and Kosovo*, which have all adopted 
legislation on energy efficiency. Albania, Bosnia and Herze-
govina (Federation of Bosnia and Herzegovina) and ukraine, 
on the other hand, have only prepared drafts for energy ef-
ficiency laws without yet adopting them (by the date of this 
report). the secretariat is currently preparing enforcement 
action against these countries.

six out of seven initial contracting Parties have submitted the 
1st nEEaPs as required by article 14 of Directive 2006/32/Ec, 
with the exception of Bosnia and Herzegovina. that country’s 
draft nEEaP has still not been approved by the responsible 
administration(s). the contracting Parties are now develop-
ing the 2nd nEEaP which was due by 30 June 2013. croa-
tia adopted the 2nd nEEaP in February 2013, while Kosovo* 
submitted a draft 2nd nEEaP to the secretariat in may 2013, 
followed by serbia in June 2013 and the former yugoslav 
republic of macedonia in July 2013. 

Due to their later accession to the treaty, moldova and ukraine 
had received extended deadlines (2012) for the implementa-
tion of Directive 2006/32/Ec. the 1st nEEaP of moldova was 
adopted and submitted in January 2013. in ukraine, a draft 
NEEAP was finalised. Its adoption by the Government is still 
pending. 

2. most of the contracting Parties (excluding Bosnia and 
Herzegovina and serbia) had previously transposed the (old) 
labelling Directive 92/75/EEc, as well as certain implemen-
tation directives for specific household appliances. Following 
the incorporation of the recast Directive 2010/30/Eu and Del-
egated acts in the Energy community, with an overall imple-
mentation deadline of 31 December 2011, the contracting 
Parties started to update or adopt (new) legislation in 2011 
and 2012.

By the date of this report, croatia, the former yugoslav re-
public of macedonia and Kosovo* have adopted legislation 
transposing the framework Directive 2010/30/Eu and also, in 
some cases, the Delegated regulations adopted under that 
Directive. Bosnia and Herzegovina (republika srpska) moldo-
va, montenegro and serbia have so far failed to transpose the 
implementing Directives or the new Delegated regulations. 

they have adopted laws that transposed the Framework Di-
rective, but a drafted secondary legislation that implements 
the Delegated regulations is pending approval by the respec-
tive governments.

the same goes for albania, the Federation of Bosnia and Her-
zegovina and ukraine. these announced that they will trans-
pose the main provisions of the labelling Directive through 
specific laws on energy efficiency which are still at the draft-
ing stage.

3. Directive 2010/31/Eu on the Energy Performance of Build-
ings is generally recognized as the most complex piece of 
energy efficiency legislation. Its implementation requires co-
operation between various stakeholders and a broader spec-
trum of activities. in order to support the contracting Parties 
in this exercise, a regional roadmap was developed as part of 
the Secretariat’s study on “Energy Efficiency in Buildings in 
the contracting Parties of the Energy community” (2012). 
Despite this, only some requirements of the Directive were 
transposed by the contracting Parties, including the identi-
fication of the main responsible bodies and setting of some 
technical standards. otherwise, the situation in the Energy 
community is still characterized by an incomplete and insuf-
ficient legal and institutional framework. The certification of 
buildings is one of the most advanced areas of transposition. 
in this respect, progress was made by Bosnia and Herzegovi-
na, croatia, moldova, montenegro, serbia and ukraine. the 
most common problems with implementation include the de-
velopment of a proper scheme for cost-optimal calculation, 
software for energy performance certification, preparation of 
national building stock inventories, the climatic data base, as 
well as training and education, and information campaigns. 
the secretariat plans to address these issues in the Energy 
Efficiency Coordination Group, and prepare a “model” ap-
proach that could be used by all contracting Parties, with 
the technical assistance of donors (REEP, GIZ ORF Energy Ef-
ficiency, USAID). 

4 network of associations of local authorities (nalas) 
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Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2010 – 2018

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 168 / 9 / 2018

Key institution(s) in charge
ministry of Economy, trade and Energy (mEtE)
national agency of natural resources (aKBn)

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 2,068 2,059 2,173

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.20 0.19 0.20

TPES/Population toe/capita 0.65 0.64 0.68

Total final energy consumption (TFEC) ktoe 1,911 1,937 1,925

Share of TFEC by sector

residential

%

25% 25% 26%

services 9% 8% 9%

industry 12% 15% 16%

transport 38% 38% 40%

others 7% 8% 7%

non-energy use 9% 6% 2%

* source: 1st nEEaP of albania, available under: http://www.energy-community.org/portal/page/portal/Enc_HomE/arEas_oF_WorK/EnErgy_EFFiciEncy/nEEaPs 
** source: international Energy agency

3.7.2 alBania

a. Energy efficiency in Albania 

Albania’s Law on Energy Efficiency of 2005 is still in force. 
Despite the fact that this law addresses many important is-
sues (such as the development of national energy efficiency 
programmes, energy audits, the energy efficiency fund, etc.), 
it has never been properly implemented. most of the imple-
menting norms were not adopted, and the envisaged energy 
efficiency fund was never created. 

albania’s 1st National Energy Efficiency Action Plan (NEEAP) 
was adopted by the government in september 2011. it en-
visages achieving 1.5% and 9% energy saving targets until 
2012 and 2018 respectively. the nEEaP designates the minis-
try of Economy, trade and Energy (mEtE) and the agency for 
natural resources (aKBn) as responsible bodies for the overall 
control and monitoring of its implementation. However, the 
lack of a supportive framework and dedicated public funding, 
especially in the public sector, combined with unclear delin-
eation of implementation responsibilities between aKBn and 
mEtE, make implementation of most of the planned energy 
efficiency measures unlikely. 

the law on indication by labelling and standard Product 
information of the consumption of Energy and other re-
sources by Household appliances of april 2009 transposed 
the old Directive 92/75/EEc. the law puts an obligation on 
sellers to provide information to consumers relating to the 
consumption of electricity, other forms of energy and essen-
tial resources through a fiche and a label attached to house-
hold appliances.

the law on the conservation of thermal Energy in Buildings 
of 2002 establishes the legal basis for setting up second-
ary rules and taking mandatory action for the conservation 
of thermal energy in buildings. the Energy Building code of 
2003 has still not been properly enforced. 

b. Progress made in 2012/2013 

no progress was achieved during the reporting period. a new 
and overdue Energy Efficiency Law has existed in draft form 
since 2011. the draft was developed in cooperation with the 
secretariat. it has still not been adopted. in its last implemen-
tation Report, the Secretariat has already identified adoption 
as a priority. the adoption of this framework law is the basic 
precondition for the transposition of (Energy service) Direc-
tive 2006/32/Ec. the Public Procurement law also needs to 
be amended for that purpose. Besides Directive 2006/32/Ec, 
the draft Energy Efficiency Law is also needed to transpose 
the main provisions of the (Energy Performance of Build-
ings) Directive 2010/31/Eu and the (Energy-labelling) Direc-
tive 2010/30/Eu. Furthermore, the Energy Building code has 
not been amended, as recommended by the secretariat, nor 
has implementation action been taken. the secretariat is not 
aware of any institutional reinforcement, another precondi-
tion for successful implementation of the acquis.

the adoption of the 1st nEEaP in 2011 was not adequately 
followed-up and supported by the public sector, including 
timely adoption of the Energy Efficiency Law and develop-
ment of secondary legislation, as well as allocation of finan-
cial sources for its implementation. some small scale proj-



EnErgy community sEcrEtariat | 179178 | EnErgy community sEcrEtariat

En
er

g
y 

Ef
fi

ci
en

cy

ects, training and pilot activities are taking place, including 
a programme for education and implementation of energy 
monitoring and management systems in municipalities. the 
existing barriers to the implementation of the 1st nEEaP have 
also been addressed under the umbrella of the task Force and 
coordination group in 2012 and 2013 (thematic presenta-
tions and discussions, development of nEEaP template and 
organization of workshops on 2nd NEEAP, available financing 
mechanisms etc.). However, the process of preparation of the 
2nd nEEaP (due by 30 June 2013) is very slow in albania (the 
draft nEEaP is still not prepared), and there is a risk of serious 
delay in finalization and submission.

c. state of compliance 

1. Due to the lack of transposition, albania broadly fails to 
comply with the Directive 2006/32/Ec relating to Energy 
End-use Efficiency and Energy Services. The Secretariat is 
currently preparing enforcement action against the country.

the 1st nEEaP was adopted by the government in line with 
articles 4 and 14 of Directive 2006/32/Ec. it includes the cal-
culation of the national overall and intermediate energy sav-
ing targets and the establishment of a comprehensive pack-
age of measures to achieve it, including horizontal measures 
and measures in each end-use sector. the submission of the 
2nd nEEaP to the Energy community secretariat was due by 
30 June 2013, but this deadline was not met by albania, due 
to the slow process of preparation, and the perceived lack of 
commitment of the responsible institutions.

2. With regards to the Energy community’s labelling require-
ments, the law on the indication by labelling and standard 
Product information of the consumption of Energy and other 
resources by Household appliances of 2009 transposed the 
old Directive 92/75/EEc, but not the recast Directive 2010/30/
Eu. the adoption of relevant secondary legislation on energy 
labelling of household appliances is still pending upon the 
adoption of the Energy Efficiency Law. 

3. With regard to energy efficiency in buildings, the draft Law 
on Energy Efficiency (when adopted) will transpose the main 
provisions of the Directive 2010/31/Eu, to be followed up 
with relevant secondary legislation. the adoption of this law 
is still pending, while the deadline for transposition of Direc-
tive expired on 30 september 2012.

d. conclusions and Priorities 

albania’s performance in the area of implementing the en-
ergy efficiency acquis is one of the poorest in the region. For 
several reporting periods, no progress has been made with 
transposition or implementation of the acquis. the secretariat 
will take action against this. It can only reiterate that the first 
priority of albania in 2013 should be the adoption of the ex-
isting draft Energy Efficiency Law. The lack of its adoption 
constitutes the main bottleneck for the transposition of all 
three pieces of Energy community acquis, as well as further 
implementation through implementing regulations. Further-
more, albania immediately needs to adopt and submit the 2nd 
nEEaP, following requirements of the nEEaP template devel-
oped by the Energy Efficiency Coordination Group. Stronger 
promotion of the exemplary role of public sector is equally 
important for effective implementation of Directive 2006/32/
Ec, including the creation of proper legal, institutional and 
financial frameworks, incorporation of energy efficiency crite-
ria in public procurement codes etc. another priority should 
be the development of legislation and regulation dealing with 
energy efficiency in buildings in order to comply with Direc-
tive 2010/31/Eu, by adopting the law and updating the exist-
ing Building code. 

EnErgy EFFiciEncy | contracting PartiEs | Bosnia anD HErzEgoVina

Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2010 – 2018

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 298 / 9 / 2018

Key institution(s) in charge
state ministry of Foreign trade and Economic relations and entity 

ministries in charge of energy and buildings

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 6,161 6,451 7,095

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.48 0.50 0.54

TPES/Population toe/capita 1.64 1.72 1.89

Total final energy consumption (TFEC) ktoe 3,031 3,222 3,339

Share of TFEC by sector

residential

%

26% 26% 25%

services 0% 0% 0%

industry 17% 18% 20%

transport 38% 35% 34%

others 15% 16% 16%

non-energy use 5% 5% 6%

* source: draft 1st nEEaP of Bosnia and Herzegovina
** source: international Energy agency

3.7.3 Bosnia anD HErzEgoVina

a. Energy efficiency in Bosnia and Herzegovina 

in Bosnia and Herzegovina the entity ministries are in charge 
of developing the energy efficiency legislation. Both entities 
have established an Energy Efficiency and Environmental 
Fund, which are funded mostly by fines imposed on environ-
mental polluters. 

the state of transposition of the acquis in Bosnia and Herze-
govina is still not adequate. new legislation transposing Di-
rective 2006/32/Ec exists in republika srpska (law on Energy 
Efficiency adopted in June 2013), but not in the Federation of 
Bosnia and Herzegovina and Br~ko District. 

For the transposition of Directive 2010/31/Eu, republika srp-
ska adopted in may 2013 the law on Physical Planning and 
construction. this law includes the main requirements of the  
Directive (definitions, minimum energy performance require-
ments for new and existing buildings, certification of buildings 
etc.) and creates a basis for further transposition of Directive 
2010/31/Eu through secondary legislation. in the Federation of 
Bosnia and Herzegovina, the law on Physical Planning and land 
utilization was adopted in 2010. under this general framework, 
secondary legislation on methodology for calculation of energy 
performance of buildings, energy audits of buildings and en-
ergy certification of buildings has been adopted, and imple-
mentation started. A training scheme for energy certification 
of buildings is in place. Besides that, Bosnia and Herzegovina 
adopted a number of European committee for standardization 
(cEn) standards which support the implementation of Direc-
tive 2010/31/Eu, including the calculation of the energy perfor-

mance of buildings. 

as regards the transposition of the labelling Directive 
2010/30/EU, the laws on energy efficiency and the corre-
sponding technical regulations were drafted for both entities 
in 2012. However, the adoption of this package is still pend-
ing in the Federation and partially in republika srpska (the 
energy efficiency law was adopted in June 2013, secondary 
legislation yet to be). 

on a local level, 14 cities (including sarajevo) are signatories 
of the Eu covenant of mayors initiative, and consequently 
are committed to developing sustainable Energy action Plans 
(sEaPs).

b. Progress made in 2012/2013 

Bosnia and Herzegovina achieved certain progress in trans-
position of the energy efficiency directives in the reporting 
period, especially in republika srpska. By the end of 2012, 
energy efficiency primary and secondary legislation was draft-
ed in both entities, with the secretariat’s active involvement: 
Energy Efficiency Laws, NEEAPs and other by-laws. This pack-
age of legal acts is intended to transpose all three key energy 
efficiency directives, when adopted. The drafts also foresee 
institutional strengthening. 

The new Law on Energy Efficiency and the Law on Spatial 
Planning and construction were adopted in republika srpska 
in 2013. in the Federation of Bosnia and Herzegovina, the 
draft Law on Energy Efficiency was finalized and was submit-
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ted to the Parliament for adoption in 2013. the Federal min-
istry of Physical Planning is still working on the transposition 
and implementation of the Energy Performance of Buildings 
Directive. The new Law on Energy Efficiency will take over 
some main provisions of the current law on spatial Plan-
ning related to the implementation requirements of Directive 
2010/31/Eu, while the remaining ones will be transposed by 
amending the secondary legislation.

other by-laws have already been drafted in both entities, and 
are waiting to be adopted, including a regulation on the con-
tent of nEEaPs, a regulation on labelling of Energy-related 
Products, regulation on methodology for calculating the 
Energy Performance, setting minimum Energy Performance 
Requirements and Certification of Buildings etc.

the draft of the 1st nEEaP was submitted to the secretariat in 
February 2012. Besides sector-specific measures to be taken 
at entity level, the proposed horizontal and cross-sectoral 
measures would create the proper framework for effective 
implementation. However, 3 years after it was due, the nEE-
aP has still not been adopted. the reason for this failure is the 
fact that the state-level nEEaP must be based on the entity 
nEEaPs, which have not been adopted. in the Federation of 
Bosnia and Herzegovina, the nEEaP is stuck in parliamen-
tary procedure. in republika srpska, the nEEaP is still being 
discussed between the competent ministries. the entities re-
cently initiated the process of updating the 1st nEEaPs and 
preparing the 2nd nEEaP, with the aim of submitting both for 
adoption at the same time.

in Br~ko District, there has been no progress on transposi-
tion of the energy efficiency acquis requirements into local 
legislation.

 c. state of compliance 

1. Republika Srpska recently adopted the Law on Energy Effi-
ciency and the Federation of Bosnia and Herzegovina is in the 
final phase of approval of a similar Law. However, in the ab-
sence of a full package of primary and secondary legislation 
transposing Directive 2006/32/Ec (as well as the adoption of 
1st nEEaPs) in both entities and Br~ko District, Bosnia and Her-
zegovina fails to comply with this Directive. the secretariat is 
currently preparing enforcement action against the country.

2. in the absence of legislation transposing Directive 2010/30/
Eu, Bosnia and Herzegovina fails to comply with Directive 
2010/30/Eu. 

3. the degree of compliance with Directive 2010/31/Eu on 
the energy efficiency in buildings differs between the entities. 
overall, Bosnia and Herzegovina still fails to comply with that 
Directive.

in the Federation of Bosnia and Herzegovina the Directive’s 
requirements related to calculation methodology for mini-
mum energy performance of buildings, energy audits and en-
ergy certification of buildings are already transposed through 
the existing law on Physical Planning and land utilization, 
as well as respective by-laws. However, certain issues related 
to the Directive still need to be completed, i.e. cost-optimal 
calculations, definition and plans for achievement of nearly 
zero-energy buildings etc. 

in republika srpska, the main requirements of Directive 
2010/31/Eu are transposed through the new law on Physical 
Planning and construction of april 2013, and will be further 
transposed through secondary legislation.

d. conclusions and Priorities 

at the date of this report, Bosnia and Herzegovina is still lag-
ging behind the other contracting Parties in meeting the 
Energy community’s requirements in the area of energy ef-
ficiency. The country has still not developed an appropriate 
legislative and institutional framework for energy efficiency 
in line with the acquis. once again, the highest priorities for 
Bosnia and Herzegovina must be the immediate adoption of 
the energy efficiency laws by the remaining entity, as well as 
the accompanying secondary legislation. 

the second priority is the adoption of the nEEaP, as well as 
legislation dealing with energy efficiency in buildings in the 
Federation of Bosnia and Herzegovina. moreover, the coor-
dination between authorities at entity and state-level needs 
to be improved as a precondition for progress in 2013 and 
beyond. state structures for monitoring the implementation 
must be established and adequate financial support be pro-
vided. This includes the setting up of energy efficiency agen-
cies.

EnErgy EFFiciEncy | contracting PartiEs | croatia
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National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2008 – 2016

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 472 / 9 / 2016

Key institution(s) in charge

ministry of Economy; ministry of construction and Physical Planning; 
ministry of Environmental and nature Protection; centre for 

monitoring Business activities in the Energy sector and investments; 
Environmental Protection and Energy Efficiency Fund

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 8,722 8,564 8,439

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.19 0.19 0.18

TPES/Population toe/capita 1.97 1.94 1.91

Total final energy consumption (TFEC) ktoe 6,930 6,899 6,747

Share of TFEC by sector

residential

%

26% 27% 28%

services 10% 11% 11%

industry 21% 20% 19%

transport 30% 29% 29%

others 4% 4% 4%

non-energy use 9% 9% 9%

* source: 2nd nEEaP of croatia, available under: http://www.mingo.hr/default.aspx?id=3251
** source: international Energy agency

3.7.4 croatia

a. Energy efficiency in Croatia 

The legal framework for energy efficiency in Croatia is well 
developed. The Act on Energy End-Use Efficiency of 2008 
(amended in 2012) transposes most of the provisions of Di-
rective 2006/32/Ec. in addition, the act on Public Procure-
ment of 2007, as amended in 2008, determines energy ef-
ficiency as one of the possible criteria in public tenders. The 
regulation dealing with public procurement still needs to be 
adopted to enable proper implementation.

Based on the National Energy Efficiency Programme of 2010, 
the 1st National Energy Efficiency Action Plan (NEEAP) was ad-
opted in april 2010, and the 2nd nEEaP in February 2013. an 
energy saving target of 9% (472 ktoe) was set for 2016. the 
ministry of Economy is responsible for the overall monitor-
ing of energy efficiency policy implementation and reporting, 
in close cooperation with the ministry of construction and 
Physical Planning (in charge of buildings). an Environmen-
tal Protection and Energy Efficiency Fund provides financial 
support for the implementation of national energy efficiency 
policy measures, as well as the monitoring and verification of 
energy savings. Furthermore, a new centre for monitoring 
Business activities in the Energy sector and investments was 
mandated to provide expertise in the process of implement-
ing strategic projects and energy-efficiency programmes. This 
institution corresponds to the role of an agency for energy ef-
ficiency envisaged by Directive 2006/32/EC, and significantly 
strengthens the institutional framework for the implementa-
tion of the nEEaP.

the requirements of the labelling Directive 2010/30/Eu are 
transposed by the ordinance on indication by labelling and 
standard Product information of the consumption of Energy 
and other resources by Energy-related Products of 2011. 
Certain provisions (i.e. definitions and new requirements of 
Directive 2010/30/Eu) were also inserted in the amendments 
made to the Energy law in 2012. Four ordinances on the 
energy efficiency labelling of washing machines, dishwashers, 
refrigerating appliances and televisions were adopted at the 
same time (which updated and completed the ordinance of 
2011). a state inspectorate is responsible for ensuring com-
pliance with the legislation.

Directive 2010/31/Eu on the Energy Performance of Buildings 
was transposed by the act on Physical Planning and construc-
tion (amended in 2012), and the Act on Energy End-Use Effi-
ciency (provisions on certification of buildings). The buildings 
sector is further regulated by secondary legislation, namely 
a technical regulation on Heating and cooling systems for 
Buildings of 2008, a technical regulation on rational use 
of Energy and thermal Protection in Buildings of 2008, as 
amended in 2009, an Ordinance on Certification of Energy 
Performance of Buildings of 2010, and an ordinance on the 
requirements and criteria to be met by Energy auditors and 
Energy Certifiers of Buildings of 2008, as amended in 2009. 

the development of the energy services market began in 
2003 when the public company HEP-ESCO was established. 
HEP-ESCO is still the only active Energy savings company 
(Esco) in croatia, a situation that might and should change 
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in the future. the development of an Esco market depends 
on the adoption of proper regulation. 

among the information and education activities that have 
been systematically implemented since 2006, a toll-free info-
line and energy efficiency info-points for citizens in several 
cities, as well as a comprehensive national media campaign, 
deserve to be mentioned.

b. Progress made in 2012/2013 

Energy efficiency continues to play an important role in Croa-
tian energy policy, and significant progress can be reported 
over the period covered by this report. Besides implementing 
various energy efficiency programmes, Croatia updated and 
strengthened its legislative, strategic and institutional frame-
work to comply with the directives of 2010.

The recent amendments to the Act on Energy End-Use Effi-
ciency (2012) and the act on Physical Planning and construc-
tion (2012) introduced several important improvements. the 
latter introduced a national energy management information 
system in public buildings that was made mandatory, which 
follows the requirements of the new Eu Directive 2012/27/
Eu. the same law also provides the basis for the establish-
ment of a single authorisation system for energy auditors, 
and one single methodology for conducting energy audits 
and certification of buildings. Remote energy metering is now 
required for big public consumers. the amended act on En-
ergy End-Use Efficiency will further promote ESCO contract-
ing and investments in the public sector.

in practical terms, it appears that the 3% target set for 2010 
(157 ktoe) was achieved, through a combination of imple-
mentation of measures envisaged by the 1st nEEaP, their indi-
rect impacts and technological progress. croatia adopted its 
2nd nEEaP in February 2013, in line with the European com-
mission’s template. the ministry of construction and Physical 
Planning in 2012 established a special Directorate for Energy 
Efficiency and is planning ambitious measures in the buildings 
sector, including a comprehensive programme for retrofitting 
public buildings. With the adoption of the 2nd nEEaP in 2013, 
the centre for monitoring Business activities in the Energy 
sector and investments was established as described above.

two ongoing measures in the public sector are worth men-
tioning, one on “systematic energy management in cities 
and counties” and “House in order”. its objective is capacity 
building in the public sector, at central and local level. Fur-
ther important progress achieved has been the development 
and involvement of regional energy agencies, as well as the 
increasing interest of local authorities to join the covenant 
of mayors initiative, where currently more than 20 croatian 
cities are participating. 

c. state of compliance 

1. the requirements of Directive 2006/32/Ec relating to the 
adoption of nEEaPs, energy savings targets, and institutional 
setup have been transposed with the adoption of the 2nd 
nEEaP and the amendments to the act on Energy End-use 
Efficiency of 2012. The latter transposed the missing require-
ments of Directive 2006/32/Ec for proper implementation of 
the Directive; regulation dealing with public procurement and 
on energy audits should be adopted.

2. croatia had previously transposed the “old” labelling Di-
rective 92/75/EEc and its implementing directives. the recast 
Directive 2010/30/Eu was partly transposed by the labelling 
ordinance of 2011. the new Energy law amended in octo-
ber 2012 included certain missing provisions. a regulation 
covering certain products such as air conditioners, so far not 
covered by the ordinance of 2011, was also developed. 

3. Directive 2010/31/Ec on Energy Performance of Buildings 
is partly transposed through the act on Energy End-use Ef-
ficiency, the Act on Physical Planning and Construction and 
the above-mentioned by-laws. all relevant cEn standards 
were adopted. What remains to be done is the definition of 
reference buildings and cost optimal analysis, as well as the 
calculation methodology for minimum energy performance 
requirements, and for nearly zero-energy buildings concept 
and strategies. 

d. conclusions and Priorities 

In addition to making significant progress and a positive over-
all development in the area of energy efficiency at national 
level, croatia played an exemplary role for other contracting 
Parties in the process of transposition and implementation of 
the energy efficiency acquis. it supported them with advise, 
on exchanged good and bad practices, in very concrete terms. 

The priority for Croatia in the next period should be the fi-
nalisation of the remaining regulation(s) required under the 
Act on Energy End-Use Efficiency, with an emphasis on the 
stimulation of the energy services market and energy audits. 
the secretariat further encourages croatia to become a pilot 
country in the utilization of the new Regional Energy Efficien-
cy Programme (rEEP) managed by EBRD, and to implement 
its planned programme for the retrofitting of public building.

another priority should be the adoption of the remaining 
acts regarding energy efficiency in buildings (i.e. dealing with 
building certification, cost-optimal calculation methodology 
and nearly zero-energy buildings strategies). 

EnErgy EFFiciEncy | contracting PartiEs | KosoVo*

Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2010 – 2018

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 92 / 9 / 2018

Key institution(s) in charge
ministry of Economic Development; 

Kosovo Energy Efficiency Agency; Ministry of Infrastructure; Ministry 
of Environment and spatial Planning

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 2,435 2,496 2,528

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.52 0.52 0.50

TPES/Population toe/capita 1.38 1.41 1.41

Total final energy consumption (TFEC) ktoe 1,172 1,190 1,317

Share of TFEC by sector

residential

%

39% 39% 37%

services 10% 9% 9%

industry 20% 23% 23%

transport 29% 27% 25%

others 2% 2% 1%

non-energy use 1% 1% 4%

* source: 1st nEEaP of Kosovo*, available under: http://www.energy-community.org/portal/page/portal/Enc_HomE/arEas_oF_WorK/EnErgy_EFFiciEncy/nEEaPs 
** source: international Energy agency

3.7.5 KosoVo*

a. Energy efficiency in Kosovo* 

The Law on Energy Efficiency of 2011 sets the legislative and 
institutional framework for energy efficiency in Kosovo*, as 
well as the legal basis for future development/amendment of 
secondary legislation. it provides for the development of en-
ergy efficiency plans, obligatory energy efficiency measures in 
the public sector, energy management, energy auditing and 
determines the role of different organisations dealing with 
energy efficiency, including the establishment of the Energy 
Efficiency Agency (KEEA) as the main implementing body. 

the regulation on the internal organization of KEEa was ad-
opted in 2011. KEEa was established and its core staff ap-
pointed in april 2012. this was an important step forward in 
the building of strong institutions for the promotion of en-
ergy efficiency in Kosovo*.

Based on the requirements of Directive 2006/32/Ec, the 1st 
nEEaP was adopted in september 2011 and sets an indicative 
target of 9% to be achieved by 2018, and an intermediate 
indicative energy savings target of 3% by 2012. the focus 
was put on energy efficiency in the household sector, with 
various measures proposed, as well as the development of an 
appropriate legislative framework. 

the law on Public Procurement of 2010 introduced energy 
efficiency criteria in the public procurement of energy effi-
cient equipment and vehicles, in line with annex Vi of Direc-
tive 2006/32/Ec. 

the new law on construction adopted in July 2012 focuses 
on constructions in general and leaves most of the require-
ments stemming from Directive 2010/31/Eu to be transposed 
by secondary legislation. at the date of this report, this sec-
ondary legislation is still missing.

Equally, the transposition of Directive 2010/30/Eu and its 
Delegated acts is ongoing. an administrative instruction on 
the labelling of Energy-related Products was approved by 
the government in June 2012. this instruction further imple-
ments the Law on Energy Efficiency of 2011. 

a programme for training energy auditors, as well as for set-
ting up the Certification Board for energy auditors, started in 
2010. this includes training programmes for municipal en-
ergy managers, as well as the development of several munici-
pal energy plans in selected municipalities. an administrative 
instruction for Energy auditing was adopted in January 2012, 
as well as the regulation on the Establishment of the cer-
tification Commission on Energy Auditors and Managers. A 
regulation for the Establishment of a commission for certify-
ing Energy auditors and managers was adopted in July 2012. 

b. Progress made in 2012/2013 

With the adoption of the Law on Energy Efficiency in June 
2011, Kosovo* has made a significant step towards the cre-
ation of an appropriate legislative and institutional frame-
work for energy efficiency. The Administrative Instruction for 
the Promotion of Energy Efficiency for Final Consumers and 
Energy services was adopted in october 2012. However, one 
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of the remaining barriers for financing remains the insuffi-
ciently developed framework for innovative financial mecha-
nisms on energy efficiency, including the setting up of the 
national energy efficiency fund stipulated in the Law and the 
development of an Esco market. 

Kosovo* was the first Contracting Party to have submitted 
the draft for the 2nd nEEaP in may 2013, even before the 
expiry of the deadline. Preliminary estimates show that the 
2012 target was achieved but, due to the lack of statistical 
data, not all energy savings could be properly assessed and 
reported. the draft nEEaP is of very good quality and pro-
poses a good package of energy efficiency measures in all 
sectors. 

the implementation of Directive 2010/31/Eu on the Energy 
Performance of Buildings remains one of the main challenges, 
since it is a joint obligation of both the ministry of Economic 
Development and the ministry of Environment and special 
Planning. the amendments to the law on construction ad-
opted in 2012 do not yet transpose the requirements of Di-
rective 2010/31/Eu; in July 2013, Kosovo* decided to adopt a 
new law on Buildings. an inter-ministerial coordinating com-
mittee was established for that purpose. the energy auditing 
of public buildings is ongoing since 2012.

the transposition of Directive 2010/30/Eu and Delegated 
acts is also work in progress. a new administrative instruc-
tion for labelling and regulation for labelling was approved 
by the government in June 2012.

c. state of compliance 

1. certain key provisions of the Energy service Directive 
2006/32/EC were transposed by the Energy Efficiency Law 
and the Procurement law and further implemented by the 
secondary legislation on energy audits. a set of secondary 
legislation (e.g. on financial instruments, metering and infor-
mative billing etc.) needs to be adopted in the near future for 
full implementation. the drafted 2nd nEEaP was submitted 
early in may 2013, and the secretariat positively commented 
on this document. nevertheless, Kosovo* still fails to comply 
with all requirements of the Directive 2006/32/Ec.

2. in the area of labelling, the 2012 Administrative Instruc-
tion on the Labelling of Energy Related Products transposing 
Directive 2010/30/Eu was approved by the government. nev-
ertheless, full compliance still needs to be achieved with the 
adoption of certain labelling Delegated acts. 

3. the amendments to the law on construction adopted in 
2012 do not implement Directive 2010/31/Eu, but foresees 
that it is transposed by secondary legislation. until this is ac-
complished, Kosovo* fails to comply with Directive 2010/31/
Eu.

d. conclusions and Priorities 

the highest priority for Kosovo* should be the adoption of 
the 2nd nEEaP by the government, as well as of the remaining 
secondary legislation due under the Energy Efficiency Law. 
This includes the development of new financing instruments 
and Escos, support of the nEEaP implementation, the prep-
aration of local plans and the strengthening of inter-institu-
tional cooperation.

another priority is the development of legislation on energy 
efficiency in buildings.

EnErgy EFFiciEncy | contracting PartiEs | Fyr oF macEDonia

Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2010 – 2018

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 200 / 12.2 / 2018

Key institution(s) in charge ministry of Economy; Energy agency

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 2,811 2,883 3,122

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.41 0.41 0.43

TPES/Population toe/capita 1.37 1.40 1.51

Total final energy consumption (TFEC) ktoe 1,690 1,820 1,967

Share of TFEC by sector

residential

%

32% 29% 27%

services 15% 13% 11%

industry 25% 30% 33%

transport 26% 25% 24%

others 1% 2% 1%

non-energy use 2% 2% 3%

*  source: 1st nEEaP of the Former yugoslav republic of macedonia, available under: http://www.energy-community.org/portal/page/portal/Enc_HomE/arEas_oF_
WorK/EnErgy_EFFiciEncy/nEEaPs 

** source: international Energy agency

3.7.6 FormEr yugoslaV 
rEPuBlic oF macEDonia

a. Energy efficiency in the former Yugoslav Republic of Macedonia

the Energy law of 2011 includes an extensive chapter on en-
ergy efficiency and establishes a good legal basis for the de-
velopment of secondary legislation. among others, it requires 
distribution system operators and suppliers to encourage 
promotion of energy efficiency by means of publishing in-
formation on energy efficiency services. The Energy Law also 
requires mandatory energy measures for buildings, building 
units, equipment and plants owned and occupied by public 
entities. this obligation includes: adoption of programmes on 
energy efficiency, monitoring system, obligatory energy au-
dits for buildings and building units and certification of build-
ings. Energy audits are also required by the law, and further 
elaborated by the rulebook on energy audits adopted in June 
2013.

Key institutions responsible for the promotion of energy ef-
ficiency are the Ministry of Economy and the Energy Agency. 
the Energy law also provides a legal basis for the establish-
ment of financial support mechanisms, including an energy 
efficiency fund, which, however, has not been set up so far. 

the 1st National Energy Efficiency Action Plan was adopted by 
the government in april 2011, and represents one of the best 
and most ambitious nEEaPs in the Energy community. the 
Plan sets an indicative energy savings target of 12.2% of the 
final domestic energy consumption by 2018, and an interme-
diate target of 4% by 2012. it also includes a comprehensive 
package of energy efficiency measures in all end-use sectors. 
a draft for the 2nd nEEaP was sent to the secretariat for com-

ments in July 2013. 

the rulebook on labelling of Energy-related Products, 
amended in November 2012, requires energy efficiency labels 
to be attached to a range of products corresponding to those 
addressed by the acquis, namely the Delegated regulations. 

There are a significant number of energy efficiency projects 
supported by international donors. several local banks pro-
vide favorable loans for energy efficiency measures in house-
holds and the private sector.

b. Progress made in 2012/2013 

The former Yugoslav Republic of Macedonia has made signifi-
cant progress in the reporting period.

amendments to the Energy law were recently drafted and 
will, if adopted, introduce additional important provisions 
on energy efficiency, including issues related to energy au-
dits and further transposition of Directive 2010/31/Eu on En-
ergy Efficiency in Buildings. The implementation of Directive 
2010/30/Eu was achieved by amendments to the rulebook 
on labelling the Energy-related Products, adopted in novem-
ber 2012. this rulebook transposed Delegated regulation on 
Energy labelling of air-conditioners, and with this last one, 
all energy related products are covered, as required by the 
ministerial council Decision of 2011. 

the rulebook on energy audits was adopted in June 2013, 
and it further elaborates on the implementation of an energy 
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audit scheme, assessment method for the baseline energy 
consumption, contents and template of energy audit reports, 
training programmes and certification for energy auditors, as 
well as on setting up a central registry of certified energy au-
ditors. 

the rulebook on Building Energy Performance was also ad-
opted in June 2013, and governs the following issues: build-
ing energy performance calculation methodology, minimal 
energy performance requirements for new and existing build-
ings and building units, energy efficiency conditions set for 
project design of construction of new and major renovations 
of existing buildings and building units, manner and dynam-
ics of inspection of building heating and air-conditioning sys-
tems, certification of buildings etc. Moreover, a number of 
necessary cEn standards have been adopted, and a national 
database of climatic parameters has been set up.

several important projects support the nEEaP implementa-
tion. the government has refurbished buildings of schools, 
kindergartens, hospitals, state and local administrative build-
ings, by using state budget and international funds. Based on 
the 1st nEEaP, the ministry of Economy drafted a comprehen-
sive National Programme for Energy Efficiency in Public Build-
ings until 2018. the Programme provides detailed planning 
of energy efficiency activities for public buildings, indicating 
a commitment from public authorities to lead by example in 
achieving the national energy savings target. 

the preparation of the 2nd nEEaP is ongoing, as a joint activ-
ity of the ministry of Economy, the Energy agency and other 
stakeholders.

c. state of compliance 

1. those rules of Directive 2006/32/Ec relating to Energy  
End-use Efficiency, Energy Services requirements and the ex-
emplary role of the public sector have either been transposed 
with the adoption of the Energy law in 2011, or by secondary 
legislation. in accordance with the Energy law, public sector 
entities are obliged to apply measures aimed at energy effi-
ciency improvement on their premises. Specific provisions for 
public procurement are included in the Energy law and the 
guidelines for energy efficient procurement. The NEEAP and 
the draft National Programme for Energy Efficiency in Public 
Buildings put adequate focus on public sector measures.

compliance with the Energy services Directive has been fur-
ther advanced with the adoption of the regulation on energy 
audits, metering and informative billing of energy consump-
tion, amendments of the procurement legislation, and the 
proposal for more sustainable funding dedicated to energy 
efficiency. The draft 2nd nEEaP was submitted to the secre-
tariat for comments in July 2013. 

2. Directive 2010/30/Eu and the Delegated acts were fully 
transposed with the adoption of the rulebook on labelling of 
the consumption of Energy and other resources by Energy-
related Products, and its amendments of november 2012. 

3. some provisions of Directive 2010/31/Eu were incorporat-
ed in the Energy law of 2011, and especially in the amend-
ments of this law adopted in march 2013, as well as with 
the adoption of the rulebook on energy performance of 
buildings. the 2nd NEEAP set further specific measures for the 
building sector. 

d. conclusions and Priorities 

The former Yugoslav Republic of Macedonia made significant 
progress in 2012 and 2013, and the priority activities (from 
last reporting period) relating to updating primary and sec-
ondary legislation were completed. 

the priority for the former yugoslav republic of macedonia in 
2013 remains to quickly adopt the 2nd nEEaP and implement 
its measures.

EnErgy EFFiciEncy | contracting PartiEs | molDoVa

Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2013 – 2015

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 428 / - / 2015

Key institution(s) in charge
Ministry of Economy; Energy Efficiency Agency; Ministry of Regional 

Development and constructions

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 3,171 3,426 3,331

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.97 0.98 0.89

TPES/Population toe/capita 0.89 0.96 0.94

Total final energy consumption (TFEC) ktoe 2,074 2,323 2,329

Share of TFEC by sector

residential

%

45% 42% 41%

services 6% 5% 10%

industry 26% 29% 27%

transport 14% 15% 16%

others 8% 8% 6%

non-energy use 1% 1% 1%

* source: 1st nEEaP of moldova, available under: http://www.energy-community.org/portal/page/portal/Enc_HomE/arEas_oF_WorK/EnErgy_EFFiciEncy/nEEaPs 
** source: international Energy agency

3.7.7 molDoVa

a. Energy efficiency in Moldova 

the Energy strategy of moldova for 2030 (adopted in Janu-
ary 2013) acknowledges energy efficiency as one of the top 
priorities for the national economy and the energy sector. 
Furthermore, the National Energy Efficiency Program for the 
period 2011 - 2020, adopted in november 2011, sets up a 
long term energy savings target of up to 20% by 2020, as 
well as an intermediate target of 9% by 2016. 

Moldova adopted the Energy Efficiency Law in 2010. The Law 
provides for the development of national and local energy ef-
ficiency programmes and action plans, as well as promoting 
energy audits, an energy management scheme, etc. the law 
also establishes the Agency for Energy Efficiency, as the main 
implementing body, as well as an Energy Efficiency Fund. The 
agency became operational in 2011 and drafted a set of sec-
ondary legislation based on the Energy Efficiency Law. 

The Ministry of Economy, the Energy Efficiency Agency, as 
well as the ministry of construction and regional Develop-
ment are the key institutions dealing with transposition and 
implementation of energy efficiency acquis in moldova.

the 1st National Energy Efficiency Action Plan for 2013 - 2015 
(nEEaP) was developed by the agency in collaboration with 
the central government and local authorities, and adopted 
in February 2013. the nEEaP sets measures to complete the 
legal framework and to achieve energy savings of 428 ktoe, 
i.e. approximately 1.8% annually, until 2015.

The Energy Efficiency Fund was set up in June 2012, and it 
finances projects in the area of energy efficiency and renew-
able energy in accordance with the strategies and programs 
adopted by the government. the Fund’s administration made 
a first call for projects in summer 2012 and the second call for 
projects in summer 2013. it is planned to have a budget of 
mDl 520 millions (around Eur 32 million) for the 1st nEEaP 
2013 - 2015, in addition to financial support from donors.

b. Progress made in 2012/2013 

Moldova made significant progress within the reporting pe-
riod. the nEEaP was developed by the agency and adopted 
by the government in February 2013. it follows the require-
ments of the energy efficiency acquis, sets an energy savings 
target and breaks it down to energy-consuming sectors, in-
cluding the energy sector, industry, transport, services and 
households. 

Further progress in transposition of Directive 2006/32/Ec was 
achieved by the adoption, during the second half of 2012, 
of a set of regulations dealing with energy audits, authoriza-
tion of energy auditors and a methodology for calculating the 
costs of the energy audit. Energy audits are mandatory for 
energy efficiency projects financed by the Energy Efficiency 
Fund, or by national or local authorities’ budgets.

Furthermore, a package of primary and secondary legislation 
to transpose Directive 2010/31/Eu was drafted during 2011 
and 2012. the ministry of construction and regional Devel-
opment drafted a law on the Energy Performance of Build-
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ings. the crisis in the government in early 2013 delayed its 
adoption. the following package of by-laws was also drafted 
but not yet adopted: a regulation on Energy Performance 
of Buildings, a regulation on regular inspection of Heating 
and air-conditioning systems, a methodology for calcula-
tion of Energy Performance of Buildings, a model report of 
regular inspection of Heating and air-conditioning systems, 
guidelines for the application of the calculation tool, and a 
methodology and guidelines for Drafting the report on reg-
ular inspection of Boilers and Heating systems. cEn standards 
required for the implementation of the Directive are expected 
to be gradually adopted. a national investment programme 
for the building sector is being developed by the ministry of 
construction and regional Development, which will set de-
tailed measures and investment mechanisms for the building 
sector. 

in the area of the labelling of energy-related products, a law 
on the labelling of Energy related Products was drafted and 
submitted to the government for approval in 2013. 

c. state of compliance 

1. the main provisions of the Energy service Directive have 
been transposed by the Energy Efficiency Law, and the sec-
ondary legislation listed above. the nEEaP for 2013 - 2015 
was adopted in a proper manner in February 2013. yet, the 
Directive has not been fully transposed. in order to achieve 
that, a set of secondary legislation dealing with Escos and 
public procurement was drafted, needs to be adopted in by 
the government.

2. as regards the labelling of energy related products, the 
deadline for transposing the Directive 2010/30/Eu expired in 
December 2011. a law transposing the Directive was drafted 
by the ministry of Economy and was submitted to the gov-
ernment for approval. so far, however, the Directive has not 
been transposed by moldova.

3. the deadline for the implementation of Directive 2010/31/
Eu expired in september 2012. as long as the law on Energy 
Performance of Buildings, and the secondary legislation re-
quired there under, is not adopted, moldova fails to comply 
with requirements of Directive 2010/31/Eu.

d. conclusions and Priorities 

The institutional framework for energy efficiency in Moldova 
has been well developed with the establishment of the En-
ergy Efficiency Agency and the Energy Efficiency Fund. The 
1st nEEaP was adopted as the main strategic implementation 
document. 

The first priority for the future should be the adoption of the 
existing draft legislation (i.e. the law on Energy Performance 
of Buildings) and the regulations required for the develop-
ment of energy services, public procurement and law on 
Energy labelling. the secretariat urges the responsible in-
stitutions to timely submit all future draft documents to the 
secretariat for a compliance check before it is sent to the do-
mestic authorities for approval. 

the second priority should be the implementation of the ex-
isting nEEaP and adoption of the drafted package of legisla-
tion transposing Directive 2010/31/Eu.

EnErgy EFFiciEncy | contracting PartiEs | montEnEgro

Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2010 – 2018

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 58.9 / 9 / 2018

Key institution(s) in charge
ministry of Economy;

ministry of sustainable Development

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 994 1,174 1,179

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.36 0.42 0.41

TPES/Population toe/capita 1.58 1.86 1.87

Total final energy consumption (TFEC) ktoe 792 806 816

Share of TFEC by sector

residential

%

42% 42% 41%

services 0% 0% 0%

industry 26% 24% 27%

transport 26% 28% 26%

others 1% 1% 0%

non-energy use 5% 5% 5%

* source: 1st nEEaP of montenegro, available under: http://www.energy-community.org/portal/page/portal/Enc_HomE/arEas_oF_WorK/EnErgy_EFFiciEncy/nEEaPs 
** source: international Energy agency

3.7.8 montEnEgro

a. Energy efficiency in Montenegro 

The Energy Efficiency Law was adopted in Montenegro in 
2010. subsequently, a large part of the package of by-laws 
was adopted in 2011 and 2012, including the methodology 
for calculating indicative Energy savings target and Decision 
on Determining indicative Energy savings target (2011), the 
rulebook on the content of the report on implementation 
of the Energy Efficiency Improvement Plan by Local Self-Gov-
ernment Units (2011), the Energy Efficiency Operating Plan 
of Public administration institutions (2011), the rulebook on 
the information system of Energy consumption and on the 
manner of submission of Data on annual consumption of 
Energy (2012), the regulation on Determining limits for En-
ergy Consumption to Define Big Consumer, the Content of 
the Energy Efficiency Improvement Plan and the Report on 
the Plan Implementation (2012). A set of five rulebooks on 
buildings was adopted in may 2013.

montenegro adopted the 1st nEEaP as required by Directive 
2006/32/Ec in 2010. the nEEaP focused on the period 2010 
- 2012 and included no less than 34 implementing measures, 
to achieve an intermediate and overall indicative energy sav-
ings target of 2% and 9% in 2012 and 2018 respectively.

the law on spatial Planning and construction of 2008 intro-
duced provisions in two areas: energy efficiency requirements 
to be fulfilled during the development of spatial/urban plans 
and as a precondition for the building permit. they impose 
an obligation to include energy efficiency criteria when pre-
paring the specific technical documentation (“elaborate”) for 

new buildings, and to submit a certificate on the energy per-
formance of the building. 

the Public Procurement law was amended in 2011 to intro-
duce energy efficiency criteria, further elaborated by Procure-
ment guidelines.

The Energy Efficiency Law assigns responsibility for imple-
mentation to the ministry of Economy and its Directorat for 
Energy Efficiency. Directive 2010/31/EU is being implemented 
in cooperation between the ministry of Economy and the 
ministry of sustainable Development and tourism which is 
responsible for buildings. no specialized agency for Energy 
Efficiency exists in Montenegro. However, the Energy Effi-
ciency Law introduced an inspectorate for energy efficiency 
that controls the work of energy auditors providing energy 
performance certification. 

A Fund for Energy Efficiency was established in 2006, as an 
independent budget item within the state budget allocations 
to the ministry of Economy. the Fund manages projects sup-
ported by the state budget, donations, loans and/or other 
financing mechanisms. 

b. Progress made in 2012/2013 

Montenegro made significant progress in the reporting pe-
riod. Following the adoption of the Law on Energy Efficiency, 
the adoption of relevant by-laws continued in 2013 with a set 
of rulebooks related to the building sector. they include the 
rulebook on Energy Performance requirements (including 
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a methodology for calculation of Energy Performance), the 
Rulebook on Energy Certification of Buildings, the Rulebook 
on Performing of Energy audits, the rulebook on registration 
of Experts for Performing of Energy audits, and the rulebook 
on Performance of regular Energy audits for Heating and 
air-conditioning systems. moreover, the project “implemen-
tation of the recommendations of the Study on Energy Effi-
ciency in Buildings in montenegro” will provide assistance to 
the Ministry to develop a building stock inventory and define 
reference buildings, develop software tools for energy audit-
ing and certification of buildings, and deliver further educa-
tion and capacity building in this area. 

other ongoing activities include the preparation of new law 
on Efficient Use of Energy (for further incorporation of the 
requirements of the recast Directives incorporated in the En-
ergy Community in 2011), as well as the finalisation of the 
rulebook on labelling of Energy-related Products. 

In May 2013, the Government adopted the Energy Efficien-
cy operational Plan of Public administration institutions for 
2013, which promotes the exemplary role of the public sector 
and further elaborates nEEaP measures in the public sector. 

in terms of awareness-raising, two info-centers and six info-
offices on local level are providing direct information and ad-
vice to citizens, which, according to public opinion polls, are 
very successful.

c. state of compliance 

1. The Law on Energy Efficiency and the Procurement Law 
transposed fully the requirements of Directive 2006/32/Ec. 
the exemplary role of the public sector is well promoted by 
the law and the nEEaP. 

the implementation of the 1st nEEaP was fairly success-
ful. Preliminary reporting shows that the 2012 target was 

achieved and 15 out of 34 measures have been implemented 
as planned, while 11 measures have been partially imple-
mented. the 2nd nEEaP is under development, and its sub-
mission to the secretariat is still pending.

2. With regard to labelling, the Law on Energy Efficiency of 
2010 transposes the general requirements of the old Direc-
tive 92/75/EEc. Following the adoption of the recast Directive 
2010/30/Eu (with broader scope of “energy related prod-
ucts” and stricter requirements for public sector), amend-
ments to the Law on Energy Efficiency and the draft Rulebook 
on labelling of Energy-related Products were prepared, but 
still not adopted. montenegro thus fails to fully comply with 
Directive 2010/30/Eu and the delegated acts. 

3. the requirements of Directive 2010/31/Eu have been 
transposed through the Law on Energy Efficiency (see details 
above), and further implemented through the set of rule-
books adopted in may 2013, in compliance with Directive. 
However, the implementation of those rulebooks was post-
poned to January 2014.

d. conclusions and Priorities 

Despite significant progress made in the reporting period, the 
finalization of certain legislation and putting more efforts in 
implementation remain priorities for next period. 

the priority for montenegro in 2013 should be the immediate 
adoption of the missing secondary legislation accompanying 
the Energy Efficiency Law. In the framework of the Implemen-
tation Partnership signed with the secretariat in June 2012, 
technical assistance is possible in this area.

Finally, the institutional setup should be further developed, 
either by strengthening the capacities within the ministry of 
Economy and local authorities, or by establishing a specialised 
energy efficiency institution.

EnErgy EFFiciEncy | contracting PartiEs | sErBia

Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2010 – 2018

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 752 / 9 / 2018

Key institution(s) in charge ministry of Energy, Development and Environmental Protection

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 15,177 15,536 16,185

Energy Intensity (TPES/GDP) toe / 1,000 usD 0.55 0.56 0.57

TPES/Population toe/capita 2.07 2.13 2.23

Total final energy consumption (TFEC) ktoe 8,786 9,479 9,778

Share of TFEC by sector

residential

%

35% 33% 32%

services 8% 7% 8%

industry 23% 25% 28%

transport 25% 23% 20%

others 3% 4% 4%

non-energy use 7% 8% 8%

* source: 1st nEEaP of serbia, available under: http://www.energy-community.org/portal/page/portal/Enc_HomE/arEas_oF_WorK/EnErgy_EFFiciEncy/nEEaPs 
** source: international Energy agency

3.7.9 sErBia

a. Energy efficiency in Serbia 

In March 2013, the Law on Efficient Use of Energy was ad-
opted. it includes provisions on energy management systems, 
labelling of energy-related products, energy performance in 
buildings, energy efficiency requirements in energy produc-
tion, transmission and distribution, financial mechanisms for 
energy efficiency (including the establishment of an Energy 
Efficiency Fund) and the promotion of an energy services 
market. Disregarding the recommendations made by the sec-
retariat, an Energy Efficiency Agency was not set up by the 
law. in the secretariat’s view, this is to be considered a missed 
chance to further strengthen the institutional capacity for the 
promotion of energy efficiency in Serbia.

the ministry of Energy, Development and Environmental Pro-
tection is responsible for further implementation of the law 
and the preparation of secondary legislation, which is cur-
rently being developed. Besides, the ministry of construction 
and urbanism is another important implementing body for 
the issues covered by Directive 2010/31/Eu. 

the law on construction and Planning of 2009 (as amend-
ed in 2013), follows the structure and content of Directive 
2010/31/Eu and constitutes the legal basis for further intro-
duction of norms and standards on energy efficiency in build-
ings. Rulebooks on Energy Efficiency of Buildings (2011) and 
on the conditions, content and manner of issuance of certif-
icates of Energy Performance of Buildings (2012) are already 
adopted. the institute for standardization adopted a set of 
cEn standards dealing with energy performance of buildings. 

in July 2010, the 1st National Energy Efficiency Action Plan 
(nEEaP) was adopted by the government. the nEEaP sets 
an indicative energy savings target of 1.5% until 2012 and 
9% (752 ktoe) until 2018, compared to the final domestic 
energy consumption in 2008. Several energy efficiency proj-
ects have been successfully implemented, including energy 
efficiency improvements in public buildings, the Municipal 
Finance Program in serbia, and training in energy audits and 
development of energy management in industry even before 
the reporting period. However, the implementation of other 
sets of measures envisaged by the nEEaP was less successful 
than planned, mainly due to the lack of a supportive legal and 
financial framework in the previous period.

b. Progress made in 2012/2013 

Serbia made significant progress in the reporting period. The 
Law on Efficient Use of Energy was adopted in March 2013. 
However, the decision to abolish the Energy Efficiency Agen-
cy raises concerns regarding the implementation capacity of 
the unit in charge in the ministry of Energy, Development and 
Environmental Protection.

after the initial set of primary and secondary legislation deal-
ing with energy efficiency in buildings, already adopted in 
earlier reporting periods, the rulebook on the conditions, 
Content and Manner of Issuance of Certificates of Energy 
Performance of Buildings was applied as from 30 september 
2012.

the ministry of Energy, Development and Environmental 
Protection also drafted a Decree on the labelling of Energy-
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related Products, which is expected to transpose the Directive 
2010/30/Eu and the delegated regulations. the adoption of 
this Decree is expected in november 2013. 

the 1st nEEaP was implemented only partially. one of the 
reasons was the delay in the implementation of the adequate 
legal framework. to strengthen the nEEaP implementation, 
a Decree on a Program for Financing of Energy Efficiency 
Projects was already adopted in 2012. However, a source of 
funding, the Fund for Environmental Protection, was termi-
nated in september 2012, which slowed down the nEEaP’s 
implementation in building sector. in april 2013, serbia start-
ed the preparation of the 2nd NEEAP, and submitted the first 
draft for comments to the secretariat in June 2013.

c. state of compliance 

1. The Law on Efficient Use of Energy transposes the main 
provisions of Directive 2006/32/EC (definitions, NEEAP re-
quirements, energy audits, minimum energy efficiency re-
quirements in generation, transmission and distribution, new 
financing mechanisms and obligations of the public sector). 
the ministry of Energy, Development and Environmental 
Protection is currently drafting a comprehensive package of 
secondary legislation, to support fully the implementation of 
Directive 2006/32/Ec.

the target in the 1st nEEaP was determined not in compliance 
with article 4 of the Directive (i.e. on the basis of average 
annual amount of consumption for the most recent five-year 
period), but on the basis of data on the final inland energy 
consumption in 2008, due to statistical data constraints. the 
2nd nEEaP must correct this shortcoming, improve the moni-
toring and verification of the savings achieved, and describe 
energy efficiency improvement measures. Thus full transpo-

sition and compliance with Directive 2006/32/Ec is still not 
achieved. 

2. until the adoption of the Decree on labelling of Energy-
related Products, serbia does not comply with Directive 
2010/30/Eu and the Delegated regulations.

3. the law on construction and Planning, the law on Ef-
ficient Use of Energy, the Rulebook on Energy Efficiency of 
Buildings and the rulebook on the conditions, content and 
Manner of Issuance of Certificates of Energy Performance of 
Buildings partly transpose Directive 2010/31/Eu. the institute 
for standardization adopted a set of relevant standards. im-
plementation is ongoing but certain provisions will be imple-
mented with adoption of by-laws on the basis of the law on 
Efficient Use of Energy, such as inspection of heating and air-
conditioning systems, training and accreditation of experts, 
and energy audits.

d. conclusions and Priorities 

With the adoption of the Law on Efficient Use of Energy, 
Serbia made a significant step towards the transposition of 
energy efficiency acquis. However, more needs to be done in 
the near future for full implementation. 

The first priority for Serbia should be the adoption of the 
comprehensive set of secondary legislation based on the law 
on Efficient Use on Energy, including also the Decree on En-
ergy labelling.

The second priority should be the timely finalization and 
adoption of the 2nd NEEAP (Serbia submitted a first draft in 
June 2013) correcting some of the shortcomings of the 1st 
nEEaP.

EnErgy EFFiciEncy | contracting PartiEs | uKrainE

Energy Efficiency

National Energy Efficiency Action Plan (NEEAP)*

Period covered by NEEAP 2012 – 2020

Overall energy savings target - Directive 2006/32/EC (ktoe / % / year) 6,233 / 9 / 2020

Key institution(s) in charge State Agency on Energy Efficiency and Energy Saving of Ukraine

Main data and energy efficiency indicators** 2009 2010 2011

Total primary energy supply (TPES) ktoe 114,420 132,308 126,438

Energy Intensity (TPES/GDP) toe / 1,000 usD 1.32 1.46 1.33

TPES/Population toe/capita 2.48 2.88 2.77

Total final energy consumption (TFEC) ktoe 67,555 74,004 75,852

Share of TFEC by sector

residential

%

33% 32% 31%

services 6% 6% 6%

industry 33% 34% 35%

transport 18% 17% 17%

others 3% 3% 3%

non-energy use 6% 7% 8%

* source: draft 1st nEEaP of ukraine
** source: international Energy agency

3.7.10 uKrainE

a. Energy efficiency in Ukraine 

the Programme of Economic reforms for 2010-2014 includes 
the promotion of energy efficiency as a key objective. The 
Energy strategy, updated in 2012, puts strong emphasis on 
efficiency measures to tap into the large and unused energy 
efficiency potential in Ukraine. 

an (outdated) law on Energy conservation of 1994 still ap-
plies in ukraine. it stipulates only very general principles on 
energy efficiency. A new Law on Efficient Use of Energy Re-
sources was drafted to transpose the energy efficiency acquis. 
nevertheless, currently the law was approved by the coun-
cil of ministers, sent to the Parliament and discussed in the 
Parliament commission for Eu integration on 18 september 
2013. the Parliament approval is expected before the end of 
2013. 

in the absence of the new law, the most relevant document 
is the State Target Economic Programme on Energy Efficiency 
for the period 2010 - 2015, and the action plan for its imple-
mentation. they were approved by the government in 2010 
and are updated every year and adjusted to the available bud-
get. These define actions for bringing the national legislation 
on energy efficiency and renewable energy in line with the 
acquis, of which the preparation of the Energy Efficiency Law 
is the key milestone. a very ambitious target for energy ef-
ficiency envisages reduction of energy intensity by 20% until 
2015, as compared to 2008, which is very difficult to achieve 
in the absence of the appropriate legal and financial frame-
work. 

The State Agency for Energy Efficiency and Energy Saving 
(saEE) is the main institution responsible for the promotion 
of energy efficiency and renewable energy in Ukraine. SAEE 
is coordinated by the ministry of Economic Development and 
Trade of Ukraine, and is responsible for end-use efficiency, 
while the ministry of Energy and coal industry is responsible 
for energy efficiency policies on the supply side. The Ministry 
of regional Development, construction, Housing and com-
munal services is tasked with the implementation of Directive 
2010/31/EU. This complex institutional set-up requires effi-
cient coordination, which is currently not taking place in a 
satisfactory manner.

An Action Plan on Legal Support of the Energy Efficient Policy 
in Heat consumption and modernization of the Heat supply 
was approved in July 2012. it envisages the update of stan-
dards for heating installations, the development of “model” 
technical solutions and the adoption of financial support in-
struments.

The financial support from the public budget to promote en-
ergy efficiency is provided within the framework of the State 
target economic program of energy efficiency. Besides that, 
international donors are very active in ukraine and provide 
extensive technical and financial assistance.

b. Progress made in 2012/2013 

ukraine’s progress in the reporting period was limited mainly 
to drafting primary and secondary legislation, and the 1st na-
tional Energy Efficiency Action Plan (NEEAP). None of these 
were adopted by the date of this report.
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the draft nEEaP 2012-2020 was submitted to the secretariat 
in February 2013. subsequently, and taking into account the 
Secretariat’s comments, the first version was significantly im-
proved. the updated draft provides a comprehensive analysis 
of the current situation, defines a national indicative energy 
savings target of 9%, and proposes a set of energy efficiency 
improvement measures in energy end-use sectors, as required 
by Directive 2006/32/Ec. 

A roadmap for the transposition of the energy efficiency ac-
quis, required under the task Force’s Work Programme for 
2012, was prepared by saEE and approved by the govern-
mental Decree on the approval of the action Plan on imple-
mentation of certain Eu Directives in the area of Energy Ef-
ficiency in May 2013.

The draft Law on Efficient Use of Energy Resources is being 
discussed in the ukraine Parliament. it should, among other 
things, strengthen the role of the agency in the monitoring 
of energy efficiency programmes and measures, extend State 
funding to smEs and Escos, and introduce other innovative 
financing mechanisms as well as penalties for non-compli-
ance. A draft Law on Energy Efficiency in Public and Residen-
tial Buildings was prepared by the ministry of regional De-
velopment, construction, Housing and communal services 
and submitted to Parliament in December 2012, where the 
second reading is expected in 2013. in parallel, ukraine is in 
the process of implementing relevant standards in this area, 
as well as a Handbook on Energy Certification of Buildings.

on 7 august 2013, the government of ukraine adopted the 
Decree of the cabinet of ministers on the technical regula-
tion on Energy labelling. this was developed by saEE, and 
among others, it empowers the ministry of Economic Devel-
opment and trade, as well as the ministry of Justice to review 
the issues concerning product market surveillance.

the technical regulation on Energy labelling, also adopted 
by the above mentioned Decree transposes the recast Eu la-
belling Directive and some Delegated regulations, as follows:

• Directive 2010/30/Eu of 19 may 2010 on the indication 
by labelling and standard product information of the con-
sumption of energy and other resources by energy-related 
products;

• Delegate regulation of Eu of 28 september 2010, 
nr.1060/2010, on energy labelling of household refrigerat-
ing appliances;

• Delegated regulation of Eu of 28 september 2010, 
nr.1061/2010 on energy labelling of household washing 
machines.

saEE also started developing technical regulation on En-
ergy labelling of televisions, household air-conditioners and 
household lamps on the basis of Eu legislation.

saEE also developed a communication strategy aimed at in-
creasing the public awareness in energy efficiency issues. Its 
implementation began in 2012. a separate information cam-
paign for the agricultural sector also started in 2012.

c. state of compliance 

1. The Law on the Efficient Use of Energy Resources is in-
tended to transpose Directive 2006/32/Ec. the law adoption 
is pending. the 1st draft nEEaP 2012-2020 was improved to 
ensure compliance with the acquis, especially with Directive 
2006/32/Ec. However, its adoption is still pending. under 
these circumstances, ukraine currently does not comply with 
Directive 2006/32/Ec.

2. The draft Law on Energy Efficiency in Public and Residen-
tial Buildings is meant to transpose Directive 2010/31/Eu. 
the draft was sent to Parliament in December 2012, but its 
adoption is still pending. as the Energy community deadline 
for the implementation of the Directive expired in september 
2012, ukraine fails to comply with this Directive at the date 
of this report.

d. conclusions and Priorities 

at the date of this report, ukraine has not yet complied with 
its obligations under the energy efficiency acquis. A signifi-
cant number of acts of primary and secondary legislation 
remain to be adopted. the main priority for ukraine should 
be the rapid adoption of the Law on Efficient Use of Energy 
Resources, the Law on Energy Efficiency in Public and Resi-
dential Buildings.

the second priority should be the development of the regu-
lation on Energy Efficiency in Buildings. Furthermore, the im-
provement of internal coordination between the authorities, 
as well as with the donors in ukraine, is essential for further 
progress in 2013 and beyond.

EnErgy EFFiciEncy | contracting PartiEs | uKrainE
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3.8 statistics – a regional overview

integration of energy markets within the Energy commu-
nity and with the Eu market requires accurate information 
on market competition, concentration and monopolies, price 
structure and price levels, applicable fees and charges, subsi-
dies and other elements relevant for a level playing field for 
participants in these markets. the status and changes of sup-
ply and demand, fuel mix and emissions, stocks levels, import 
dependency, consumption patterns in different industrial, 
transport and commercial activities and residential sector, 
short term information and long term trends and projection 
are of particular interest in this context. at the same time, the 
commitments of the Energy community in the areas of ener-
gy efficiency, renewable energy sources and oil stocks require 
monitoring the effectiveness of energy policies, measures and 
reporting need to be based on sound and reliable data. 

a. the acquis on statistics 

in october 2012 the ministerial council adopted the Deci-
sion to implement the rules of Energy statistics in the Energy 
community with a view to ensure the collection, compila-
tion and dissemination of consistent, accurate and coherent 
energy related data. With this Decision, regulation (Ec) no 
1099/2008 of 22 october 2008 on energy statistics, and Di-
rective 2008/92 of 22 october 2008 concerning a commu-
nity Procedure to improve the transparency of gas and Elec-
tricity Prices charged to industrial End-users (recast), became 
a part of the acquis communautaire applicable in the Energy 
Community. Energy statistics, as defined in the Regulation 
and annexes to it, refers to statistical data concerning en-
ergy products and their aggregates, definitions, data sources, 
time reference and frequency of reporting, transmission and 
dissemination, quality assessment and quality reporting. the 
energy products and energy aggregates covered include solid 
fuels and manufactured gasses, natural gas, heat and electric-
ity, oil and petroleum products, renewable energy and energy 
from waste. Data collections are reported annually, monthly 
and short monthly. in terms of methodology, the IEA publi-
cation “Energy statistics manual”, developed in cooperation 
of IEA, EUROSTAT and UNECE, is a key textbook for energy 
statisticians and energy planners. 

the deadline for implementation of the acquis on statistics is 
the end of 2013. the ministerial council Decision tasked the 
secretariat to monitor implementation of the acquis in ac-
cordance with its mandate and to submit an annual progress 
report, the first of which is due in 2013.

b. statistics in the Energy community 

From 1 January 2014 all contracting Parties should establish 
a reporting system capable of producing the required data 
on fuels and energy and on electricity and gas prices, main-
taining the format, frequency and timeliness defined in the 
acquis. 

By now, all contracting Parties nominated national coordina-
tors for the harmonisation of energy statistics and prepared 
revised action plans for energy statistics with the view to a 
common approach to technical assistance. Based on these 
plans, the secretariat in cooperation with EUROSTAT and 
the national coordinators defined service specifications for 
a technical assistance project. the project is in progress and 
will focus the quality of overall annual collections, renewable 
energy data and establishing a system for monthly statistics 
and price statistics.

Bearing in mind that EUROSTAT and IEA use the same meth-
odology and same questionnaires for annual collections, and 
that official communication of data was not established be-
tween all contracting Parties and EUROSTAT, the fact that all 
contracting Parties submitted annual energy data for 2011 
to IEA in time shows their commitment. in that sense, the 
implementation of annex a of regulation (Ec) 1099/2008 
(annual Energy statistics) is on solid ground. the main issue 
of concern is quality and completeness of data collections, 
particularly in terms of consumption structure and data based 
on consumption surveys.

Monthly statistics systems, defined in Annex C and D of the 
regulation are not developed or fully established in most con-
tracting Parties. currently, only the former yugoslav republic 
of macedonia, montenegro and ukraine have established re-
porting systems for monthly data collections, although not all 
datasets are completed. monthly data on supplied electricity 
is also available in most contracting Parties, as well as on sup-
plied gas and heat.

With the view to the objective needs of the implementation 
process and institutional framework of the Energy commu-
nity, measures to adapt the regulation in the area of monthly 
statistics, envisaged in article 2 of the ministerial council De-
cision, should be proposed urgently to facilitate implementa-
tion by all involved parties.

implementation of Directive 2008/92/Ec has begun in Bos-
nia and Herzegovina, the former yugoslav republic of mace-
donia and montenegro by reporting to EUROSTAT their half 
yearly electricity prices charged to industrial end users and to 
households. a reporting system for electricity and gas prices 
charged to households and the submission of data to EURO-
STAT for the purpose of surveying power purchasing parities, 
although not required in the Directive, have been established 
and data is communicated by albania, Bosnia and Herzegov-
ina, the former yugoslav republic of macedonia and mon-
tenegro. gas prices charged to industrial users are reported 
only by Bosnia and Herzegovina and the former yugoslav 
republic of macedonia, including prices charged to house-
holds in case of Bosnia and Herzegovina. the requirement of 
disaggregated price reporting once per year and price system 
reporting every second year has yet to be adequately trans-
posed and implemented. 

in Albania the Law on Statistics of 2004 defines the respon-
sibilities of different stakeholders and a methodological con-
cept of collection, compilation and dissemination of official 
statistics. the institute for statistics (instat) is established as 
a national body for official statistics. However, the collection 
and compilation of energy statistics is assigned to the nation-
al agency for natural resources (aKBn). aKBn is authorised 
to collect information about the use of natural resources, 
including energy supply and consumption. aKBn is also re-
sponsible for the collection and compilation of annual and 
monthly data on energy products.

instat is responsible for the publication of statistical data 
and for price collections. The official statistical program for a 
five year period, defining the list of surveys to be conducted 
and responsible institutions has been adopted by the Parlia-
ment. the current program does not oblige instat to con-
duct any surveys under the acquis on statistics. 

the regulatory authority is responsible for the monitoring of 
energy markets and prices in the regulated electricity and gas 
activities, the generation of energy from renewable sources 
and cogeneration.

the ministry responsible for the energy sector is authorised 
by several sector laws to monitor security of supply, including 
collection of short-term data on production, import, export, 
consumption and stock changes, emissions of pollutants, en-
ergy efficiency and other indicators and provide inputs for 
projections and modeling of energy supply and demand. 

the law on statistics of Bosnia and Herzegovina defines a 
legal set up for statistics, including energy statistics. the law 
defines the Agency for Statistic of Bosnia and Herzegovina 
(BHAS) as the competent authority. Other sources of official 
statistics are statistical agencies in the entities and the central 
Bank of Bosnia and Herzegovina.

the statistical program for the period 2009 - 2012 envisages 
the development of a methodology and surveys for annual 
data collections on supply and consumption of energy in ac-
cordance with international standards, with a focus on elec-
tricity, gas, coal and oil. Electricity and gas prices are not ex-
plicitly mentioned in this program. However, BHas concluded 
a memorandum of understanding with the national regula-
tory authority sErc. this obliged the commission to commu-
nicate information on electricity prices to BHas. 

the entities established their respective legal frameworks to 
collect and compile relevant data for planning energy balanc-
es and designing energy policies and measures within their 
competence. 

statistics in the Federation of Bosnia and Herzegovina are 
governed by the law on statistics from 2003. the law de-
fines the vertical and horizontal lines of communication with 
the Institute for Statistics in charge of producing official statis-

tics. Part of the framework is a program of statistical surveys 
for a four year period and annual plans. the most recent pro-
gram covers the period 2009 - 2012, targeting the develop-
ment of surveys to produce annual balances for electricity, 
heat, coal, gas and oil in accordance with international (IEA 
and EUROSTAT) standards.

in the republika srpska, the law on statistics from 2003 de-
fines the organisation of statistical activities. The Institute for 
statistics is responsible for its implementation. the produc-
tion of statistics is determined by the program of statistical 
surveys, the most recent for the period 2013 - 2017, and an 
annual Work Plan. 

the law on the state-level and corresponding entities’ laws 
are currently being reconsidered.

The Law on Official Statistics of Kosovo* from 2011 estab-
lishes a legal framework for the organisation, production and 
publication of official statistics. The Law defines the role of 
producers of official statistics, namely the Kosovo Agency for 
statistics (Kas), the central Bank and the ministry of Finance. 

The Energy Law defines the obligation of the Ministry of 
Energy and mining to adopt and publish forecasts of long-
term and annual energy balances. in addition, the regulator is 
obliged to approve the methodology for the forecast and data 
collection process to prepare an energy balance. the Program 
of Official Statistics defines the framework for the production 
of official statistics for a period of at least five years. Currently 
the Program is adopted for the period 2012 - 2017. 

a memorandum of cooperation between Kas, the ministry 
of economic development (mED) and the regulatory authority 
is envisaged in order to streamline reporting requirements of 
regulation (Ec) 1099/2008 and Directive 2008/92/Ec.

currently, energy data is collected, compiled and published 
by the mED, within its Department for Energy and mining. 
reporting requirements for energy data from regulation (Ec) 
1099/2008 are defined in the Rules on Energy Balances intro-
duced by an administrative order of mED. the administrative 
Order defines the reporting requirements, units, format and 
communication lines and responsible institutions. 

a legislative framework for the collection of energy prices has 
not yet been established. it has been agreed that Kas shall 
take responsibility to implement Directive 2008/92/Ec in re-
spect of electricity prices, starting from 2014 and the public 
supplier of electricity to report all data on electricity prices.

in the former yugoslav republic of Macedonia the law on 
state statistics from 1997, amended in 2007 and 2011, de-
fines the organisation of statistical work in the country. Ac-
tivities on the collection, compilation and dissemination of 
official statistics, including energy statistics, are vested in the 
State Statistical Office (SSO). 
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the law is supported by the program of statistical surveys 
covering a four year period and annual work plans. in accor-
dance with the law, the government adopted the Program 
for statistical surveys 2013 - 2017. Priorities are to intensify 
the work on quality reports and metadata, to improve the 
quality of monthly data and activities aiming to improve the 
data on energy consumption in households. sso has already 
compiled the first short-term monthly datasets and started 
submitting them to EUROSTAT. 

The Program also defines reporting requirements and obli-
gations relating to price monitoring, entrusting the sso to 
collect, compile and disseminate half-yearly price data, in ac-
cordance with Directive 2008/92/EC and the definitions and 
methodology set by EUROSTAT for both electricity and gas 
prices charged to industrial and residential customers and 
price structure. Based on the Program, sso is preparing a 
strategic Plan, the most recent for the period 2013 - 2015. 

the sector laws, particularly the Energy law, allows the min-
istry in charge of energy and the national regulatory authority 
to collect certain energy data, particularly as regards data for 
the planning of energy balances and its realisation. the min-
ister in charge of energy introduced the rulebook for energy 
balances and energy statistics in october 2011. 

The Law on Official Statistics of Moldova of 2004 governs 
the collection, processing and dissemination of official statis-
tical information.

the national Bureau of statistics (nBs) is the central authority 
that leads and coordinates all statistical activities in the coun-
try. it elaborates and approves methodologies for the statis-
tical surveys and compilation of statistical data, monitoring 
indicators in accordance with international standards.

there is no special regulation on energy statistics. in 2013 the 
ministry of Economy has developed a draft government Deci-
sion regarding the creation of energy statistics system at the 
country level. it is planned for adoption by the end of 2013. 

support for energy statistics is stipulated in the law on Energy 
of 2004 that defines general rules on statistical reports and 
transparency. the law imposed obligations on the ministry 
in charge of energy and the national regulatory authority to 
collect and disseminate certain information related to energy 
supply and consumption or information from gas and elec-
tricity markets. at the moment, the energy sector laws are 
being revised.

all statistical activities are described in the statistical Program 
of activities, which is approved by the government annually. 
the Program for statistics Development for the period 2012 
– 2014 points out the need to build the capacity of nBs in 
order to implement additional statistical surveys and more 
advanced statistical analysis, such as energy indicators. the 
Program does not specify any activity related to the improve-

ment of energy statistics.

nBs compiles monthly statistics on electricity and heat pro-
duction, based on data gathered within the framework of 
surveys on industrial statistics. statistics on gas and electricity 
prices charged to households and industrial end users are not 
available.

The Law on Official Statistics and statistical system of Monte-
negro of 2012 defines the organisation of activities relating 
to official statistics, including collection, compilation, record 
keeping and dissemination of statistical data and principles of 
official statistics. 

The Statistical Office of Montenegro (MONSTAT) is the com-
petent body for the preparation of official statistics, including 
all data relevant for the acquis on statistics.

Official statistic activities are based on the program of statisti-
cal surveys, prepared in compliance with the Development 
Strategy and covering a five-year period. Currently the Pro-
gram of statistical surveys for the period 2009 – 2013 has 
been implemented. the Program requires the preparation of 
annual energy balances for electricity and coal, as well as the 
development of annual balances for oil, gas and energy from 
renewable sources with the aim to prepare a comprehensive 
energy balance, and indicators on gas and electricity prices 
for customer categories based on consumption bands. 

For the purpose of implementing the Program, an annual 
plan is adopted for every calendar year. in reference to en-
ergy statistics, the Annual Plan for 2013 specifies conducting 
surveys to collect annual data for electricity, coal, oil and oil 
derivatives, biofuels and the compilation of a comprehensive 
annual energy balance. the Plan does not indicate any work 
on monthly data. However, monstat has started to collect 
and compile monthly collections for electricity and coal, in 
cooperation with the ministry in charge of energy. 

The Energy Law and the Law on Energy Efficiency as sector 
specific laws define reporting obligations and competencies 
for implementation.

Pursuant to the Energy law, the ministry in charge of energy 
is responsible for preparing a long-term and annual energy 
balance in accordance with the long-term energy strategy and 
action plan for its implementation. the ministry is responsible 
for adopting a rule defining the content, scope, reporting 
units and their obligations, procedure and methodology for 
the preparation of an energy balance. the draft rule has been 
prepared, but not yet adopted.

In accordance with the Law on Energy Efficiency, the Min-
istry adopted a set of secondary statistical legislation. the 
rulebook on information system on energy consumption and 
reporting on annual consumption, adopted in 2012, defines 
obligations of different reporting units to submit information 

on their energy consumption to the ministry. 

monstat is responsible for price collections, including elec-
tricity and gas prices. in addition, the national regulatory au-
thority is authorised by the Energy law to monitor the opera-
tion of energy undertakings (electricity, gas, heat and coal) 
and to request from licensed undertakings the submission of 
information necessary to perform its tasks. 

The Official Statistics Law of Serbia provides the legal frame-
work for the production and dissemination of official statistics 
and for the organization of the system of official statistics 
in Serbia. According to the Law the Statistical Office of the 
republic of serbia (sors) acts as the authorised professional 
agent, main producer and disseminator of official statistics 
and organiser and coordinator of the official statistics system. 
It performs its tasks in accordance with the five-year statistical 
programs approved by Parliament and annual implementa-
tion plans approved by government.

The Program of Official Statistics for the period 2011 - 2015 
aims to achieve complete harmonisation of statistical surveys 
and indicators with international standards, primarily with Eu 
standards, until the end of the reference period. Energy sta-
tistics is among the priorities in this Program. other key topics 
are the development of quality assurance and sampling meth-
odology. the Program indicated that sors and the ministry in 
charge of energy are responsible for compiling annual energy 
balances; to provide structural data referring to production of 
electricity and heat, technical characteristics of facilities and 
capacities for gas storage; provide data on consumption of 
energy commodities by sectors and groups of users. 

The Annual Plan of Official statistics for 2013 puts great em-
phasis on energy statistics, specifying the type of data, meth-
ods and sources for collection and periodicity. according to 
this plan, the methodological and administrative setup to col-
lect information for comprehensive annual energy balances 
compliant with the IEA / EUROSTAT methodology should be 
completed in 2013.

sors reported its plan to gradually introduce monthly re-
porting, starting with simple questionnaires, in the follow-
ing order of reporting: electricity, coal, natural gas, oil and 
petroleum products, to provide data on production, imports 
and exports, and then gradually increase the amount of data 
required by questionnaires until fully implementing annex c 
and annex D (monthly energy statistics) of regulation (Ec) 
1099/2008.

in addition, the Energy law obliges the government and the 
ministry in charge of energy to prepare an energy strategy 
and a program for its implementation and to submit an an-
nual implementation report to Parliament. the law also 
obliges energy undertakings, the regulatory authority and lo-
cal administration unit to submit necessary information to the 
ministry.

the main document regulating statistical activities in Ukraine 
is the law on state statistics from 1990, revised in 2000 and 
amended several times afterwards (2002, 2005, 2009, 2010, 
2011). The Law defines the organisation of activities on col-
lection, compilation and dissemination of official statistical in-
formation with respect to fundamental principles of statistics.

the central coordinating institution is the state statistical ser-
vice of ukraine (sssu). it performs its tasks in accordance with 
the annual plan of state statistical observations approved by 
the cabinet of ministers. other institutions involved in the 
production of energy statistics in ukraine are ministries in 
charge of energy, environment and natural resources, the en-
ergy regulator, the agency responsible for energy efficiency 
and others. 

the strategy for the state statistics Development for the pe-
riod until 2017 was adopted in march 2013. sssu has de-
veloped a Quality manual and Quality management system.

The work plan for the period 2011 - 2012 specified a list of 
tasks in the area of energy statistics to be completed, includ-
ing information on technical and economic parameters of 
the power stations, energy consumption and energy capac-
ity serving the manufacturing process in industry, gasification 
data, heat supply, energy materials and refined products, 
residues and use of energy materials and products of petro-
leum, operation of fuel, heat and electricity companies and 
costs of fuel and energy production unit, production and use 
of heat and combustible waste energy, establishment of the 
database export and import of oil, gas, electricity, and other 
data to compile an energy balance of ukraine. 

sssu collects information on capacities annually and infor-
mation on production and consumption mainly on monthly 
basis.

the obligation of sssu to compile an annual energy balance 
is based on the resolution of the cabinet of ministers from 
2007, amended in 2008. this resolution established proce-
dures, a methodological concept and reporting obligations in 
this respect, including data from administrative sources. 

Pursuant to the resolution 926-p from 1999, sssu has been 
collecting monthly data on supply and consumption of coal, 
oil and oil products, and natural gas. From 2011 the data 
collection and compilation were adjusted to meet the require-
ments of IEA questionnaires for monthly reporting. 

Half yearly gas and electricity prices are not part of the offi-
cial statistics established by the law on state statistics. in this 
respect cooperation with the regulatory authority, as an insti-
tution responsible for monitoring gas and electricity markets 
and the conduct of licensed undertakings, should be intro-
duced. However, the Energy law from 2011 does not require 
reports on energy prices from the regulatory authority. 
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c. regional activities 

action Plans to harmonise energy statistics with international 
practices were developed in the Energy community in 2010 
for the period 2010 - 2012. the objective was to harmon-
ise annual data collections with the EUROSTAT / IEA / UNECE 
methodology.

after adopting the rules of energy statistics in the Energy 
community, the scope of technical assistance to be provided 
to contracting Parties was agreed to focus on improving the 
quality of annual data collections, particularly regarding con-
sumption data and data on energy from renewable sources, 
monthly data collections and price data collections. 

at present the key challenges to implementing the acquis 
are the lack of financial, technical and human resources, 
particularly regarding monthly collection. Quality assurance 
in all collections will also need attention. implementation of 
Directive 2008/92/Ec is of utmost importance as it is a key 
tool for monitoring the evolving energy markets. the explicit 
assignment of tasks relating to price reporting schemes in 
accordance with the Directive has to be tackled urgently. in 
their action plans, contracting Parties envisage the coordina-
tion with other official sources, notably regulatory authorities. 
these cooperation arrangements have to be formalised to en-
sure adequate and timely implementation.

common activities, managed by the secretariat, will focus on 
capacity building to improve working procedures, to develop 
methodologies and questionnaires and to establish quality as-
surance procedures.

d. conclusion and Priorities 

the assessment of the legislative and administrative frame-
work showed that in most contracting Parties adaptations of 
primary legislation will not be needed and that the relevant 
institutions are equipped with the necessary powers and 
competences. 

the responsibility for security of supply, energy strategies 
and planning, as well as for monitoring of the implemen-
tation of energy policies are usually vested in the executive 
authority, often involving collecting and compiling necessary 
information. Price setting and market monitoring, including 
the capacity to impose reporting obligations on licensed un-
dertakings is vested in the regulatory authority. authority to 
produce official statistics in energy rests with the designated 
statistics authority.

the existing legislative and institutional framework, limited 
sources in institutions responsible for energy statistics and 
complex multifold reporting and monitoring structure indi-
cate that improving coordination and cooperation between 
different institutions would significantly contribute to the 
implementation of the acquis in an efficient and cost effec-

tive manner, improving the quality of data and reducing the 
burden on reporting units. 

implementation of the acquis on energy statistics imposes 
an obligation to permanently improve the system of energy 
statistics in each contracting Party and to adjust the report-
ing schemes in the Energy community to the methodologies 
employed by EUROSTAT.

Price statistics compliant with Directive 2008/92/Ec and EU-
ROSTAT methodology on price and market monitoring are of 
utmost importance as key references to assess market inte-
gration and market opening. the establishment of the neces-
sary framework is expected by 31 December 2013. 

Data quality and quality assurance will be tackled in the tech-
nical assistance project managed by the secretariat from au-
gust 2013 to april 2014. 

With respect to the completion of annual datasets and their 
timely preparation, significant progress has been achieved. 

monthly statistics proved to be most challenging. the imple-
mentation of the acquis in this respect will require additional 
staff, technical equipment and substantial resources. the 
contracting Parties should prioritise their activities according 
to available resources and gradually establish a monthly re-
porting scheme to reflect their needs for short term data.

memoranda of understanding or other working formats for 
cooperation should also be established with all providers of 
administrative data defined in the legislation.

in Albania additional legal arrangements and regulations 
may be needed, not only to establish and strengthen the au-
thority and legitimacy of the institution responsible for energy 
statistics, but also to assign authority for monthly collection. 
in parallel with the strengthening of its position, the responsi-
ble institution has to establish reporting requirements, meth-
odology and a quality assurance system. 

in Bosnia and Herzegovina, tasks related to monthly re-
porting still need to be explicitly assigned. the law on cen-
sus of Population, Households and Dwellings in Bosnia and 
Herzegovina in 2013, planned for october 2013, remains of 
crucial importance for all statistics. This will provide the first 
official count of population, households and dwellings after 
22 years and a basic input for all statistical calculations.

in Kosovo* priority should be given to complete institutional 
building. the legislative framework needs an upgrade, in par-
allel with administrative and institutional strengthening to es-
tablish an independent position of institutions responsible for 
energy statistics. the role of the statistical agency should be 
clarified as the coordinator of the NSS, by concluding memo-
randa of understanding with all other producers of official 
statistics. For the implementation of the acquis adopted, it is 

important for the responsible legislative authorities to have a 
multi-annual statistical program adopted where these tasks 
will be adequately included, as well as to develop and imple-
ment a quality policy and a dissemination policy. 

in the former yugoslav republic of Macedonia, conducting 
surveys based on sampling, particularly for households, and 
consequent modeling and projections might be affected by 
outdated information on population. otherwise, there is no 
legislative barrier to implement the acquis on statistics. 

Moldova should follow a defined national action plan and 
strengthen the capacity in staff numbers and training. the 
relevant legislation should be modified in due time and ap-
proved until the end of 2013. For annual statistics, core tasks 
are related to quality assurance and further harmonisation 
with the EUROSTAT methodology. considering necessary 
resources, moldova should evaluate and prioritise the need 
for specific monthly collections. As regards electricity and gas 
prices, establishing a compliant reporting system is a top pri-
ority, recognised as such in the revised action plan, including 
coordination of activities and reporting schemes between rel-
evant institutions. 

Montenegro has defined its legal framework with an insti-
tutional setup in place. it has to introduce the rule on an en-
ergy balance, envisaged in the Energy Law, to enable efficient 
data collection and the coordinated approach of institutions 
and stakeholders. staff numbers are still a limiting factor thus 
making human resources a key challenge to fully implement-
ing the acquis on statistics. 

Serbia has to finalise the current activities on data collections 
required for annual energy balances, as well as for monthly 
collections, to be compliant with the EUROSTAT methodolo-
gies in 2014. as a next step a comprehensive consumption 
survey will be needed. although statistics on electricity and 
gas prices was not the top priority in 2013, coordination and 
cooperation between institutions should be encouraged or 
imposed for the sake of cost efficient implementation of the 
acquis.

Ukraine has already made plans and earmarked resources to 
have annual and monthly data collections in the required for-
mat and quality. in addition to implementation of this plan, 
a reporting system on electricity and gas prices in accordance 
with Directive 2008/92/EC should be defined in order to have 
reported half yearly prices for the first semester of 2014. 

In addition to problems and obstacles regarding specific data 
collections needed to implement the acquis on energy statis-
tics, most contracting Parties are faced with a persistent lack 
of staff, very often combined with insufficient funding for 
key activities and in some cases lacking technical resources. 
Therefore, the first and foremost general precondition for a 
sound and reliable system of energy statistics is providing suf-
ficient resources for the system to function.
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3.9 Dispute settlement report 2012/2013

a. Background 

title Vii of the treaty establishing the Energy community en-
visages a dispute settlement mechanism to enforce the obli-
gations assumed by the Parties by signing the treaty. articles 
90 to 93 have been fully applicable since the entry into force 
of the treaty, but dispute settlement only started in practical 
terms after the adoption of the rules of Procedure for Dispute 
settlement under the Energy community treaty in June 2008 
by the ministerial council (Procedural act no 2008/01/mc-
Enc of 27 June 2008 on the rules of Procedure for Dispute 
settlement under the treaty). the main features under these 
rules are a two-step preliminary procedure to be carried out 
by the secretariat on its own initiative or upon complaint by 
a private body, and the creation of an advisory committee to 
support the ministerial council in making a Decision under 
article 91 of the treaty.

The present dispute settlement report reflects the situation 
on 1 september 2013 and summarizes the open cases. cases 
closed or not yet opened by this date are not reflected in this 
report. the present report is also without prejudice to bilat-
eral discussions and negotiations currently taking place be-
tween the secretariat and individual contracting Parties (still) 
outside the scope of a dispute settlement procedure.

b. open dispute settlement cases upon complaints 

1. case Ecs-3/08 was initiated with an opening letter sent 
by the secretariat to the republic of serbia on 17 september 
2010. Following serbia’s reply, the secretariat issued a rea-
soned opinion on 7 october 2011. the case was initiated by 
a complaint from the operator of the electricity transmission 
system located in Kosovo*, Kostt. in the secretariat’s assess-
ment, the lack of compensation received by Kostt for costs 
incurred as a result of electricity transit on the network it op-
erated violates article 3 of regulation (Ec) 1228/2003 in cas-
es where the electricity flow originates or ends on the system 
operated by the serbian Ems. moreover, revenues resulting 
from the allocation of interconnection on the interconnectors 
with countries adjacent to Kosovo* seem not to be used for 
one of the reasons stipulated by article 6 of regulation (Ec) 
1228/2003. this issue is also subject to bilateral negotiations 
held in Brussels between the two governments.

2. on 26 February 2013, the secretariat sent an opening 
letter in cases Ecs-6/13 to ukraine. the secretariat, takes 
the preliminary view that the auction rules adopted for the 
allocation of capacity on the country’s electricity intercon-
nectors with its Western neighbours and moldova, as well 
as their appliance in practice by the system operator, fails to 
respect relevant Energy community rules, namely regulation 
(Ec) 1228/2003 and the so-called congestion management 
guidelines. the view that the secretariat takes in the open-
ing letter is that different treatment of electricity imports 

and exports by distinguishing between different directions of 
electricity flow and maintaining different procedures for the 
allocation of capacity in both directions is incompliant with 
the Energy community law. in addition, the secretariat found 
that the access to interconnectors for electricity exports is 
limited by maintaining requirements for participation in the 
auctions that are falling short of respecting the acquis. the 
secretariat also took the preliminary view that the procedure 
for capacity allocation in cases of non-congested interconnec-
tors as well as the prohibition of secondary trading encroach 
upon several provisions and principles of the Energy com-
munity law.

c. open dispute settlement cases on secretariat’s own motion

1. on 21 september 2010, the secretariat sent an opening 
letter to Bosnia and Herzegovina in case Ecs-1/10. the sec-
retariat takes the preliminary view that Bosnia and Herzegov-
ina failed to fulfill its obligations under the Energy Commu-
nity treaty by not adopting legislation prohibiting state aid 
and enforcing that prohibition, as required by articles 6 and 
18 of the treaty. in February 2012, Bosnia and Herzegovina 
adopted the law on system of state aid in Bosnia and Her-
zegovina which follows the principles of the acquis on state 
aid and transposes article 18(c) of the treaty. However, its 
effective implementation in practice is still pending. the state 
Aid Council has been established and following clarifications 
that will be provided by the competent authorities upon the 
council becoming fully operational, the case will be closed. 

2. on 20 January 2011, the secretariat sent opening letters 
to albania, Bosnia and Herzegovina, croatia, former yugo-
slav republic of macedonia, montenegro and serbia in ac-
cordance (article 12 of the rules of Procedure for Dispute 
settlement) with cases Ecs-1–6/11. the secretariat challeng-
es that these six contracting Parties have not yet adopted a 
common coordinated congestion management method and 
procedure for the allocation of capacity to the market, in ac-
cordance with their obligation from a decision by the ministe-
rial council of 2008. the transmission system operators of 
albania, Bosnia and Herzegovina, croatia, former yugoslav 
republic of macedonia, greece, montenegro, romania, slo-
venia, Kosovo* and turkey on 13 June 2012 signed an agree-
ment for establishing a company tasked with preparing the 
establishment of a Coordinated Auction Office in South East 
Europe within 12 months. Until this Office is operational, the 
cases remain open.

3. on 8 February 2011, the secretariat sent an opening letter 
to Kosovo* in case Ecs-7/11. it takes the preliminary view 
that Kosovo* failed to fulfil its obligations under the Treaty 
by not adopting legislation prohibiting state aid and enforc-
ing that prohibition, as required by articles 6 and 18 of the 
treaty. Following the opening letter, Kosovo* adopted a 
state aid law in July 2011 that entered into force on 1 Janu-
ary 2012. the newly adopted state aid law transposes article 
18(c) of the treaty to a large extent. However, the closure 

of this case depends on the establishment of a functioning 
enforcement authority.

4. on 7 october 2011, the secretariat initiated dispute settle-
ment proceedings against Bosnia and Herzegovina for non-
compliance with several provisions of Directive 2003/55/Ec 
and regulation (Ec) 1775/2005 by an opening letter in case 
Ecs-8/11. Having taken into account the reply of the govern-
ment to the opening letter the secretariat sent a reasoned 
opinion on 24 January 2013, and submitted the case to the 
ministerial council for decision by way of a reasoned request 
on 21 may 2013. 

5. on 11 February 2013, the secretariat sent opening let-
ters to albania, Bosnia and Herzegovina, the former yugoslav 
republic of macedonia, serbia and ukraine in accordance 
with article 12 of the rules of Procedure for Dispute settle-
ment. the secretariat comes to the preliminary conclusion 
that these five Contracting Parties have not yet transposed 
and implemented the requirements of Directive 1999/32/Ec 
as required by article 16 and annex ii of the treaty. Directive 
1999/32/Ec aims to reduce emissions of so

2 resulting from 
the combustion of heavy fuel oils and gas oils.

* this designation is without prejudice to positions on status, and is in line with unscr 1244 and icJ advisory opinion on the Kosovo declaration of independence.
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3.10 inVEstmEnt rEPort: 
Projects of Energy community interest

a. the investment outlook 

“The Energy Community is about investments, economic de-
velopment, security of energy supply and social stability”, 
reads the European commission’s report to the European 
Parliament and the council in 2011. improving the balance 
between energy supply and demand is critical for supporting 
economic development. Primary sources of energy are lim-
ited in the contracting Parties, and the energy sector is fac-
ing the major challenges of reducing its carbon and energy 
intensity as well as rehabilitating and replacing the ageing 
power generation capacities. this necessitates the attraction 
of substantial new investments. according to the contract-
ing Parties’ own projections, total electricity production in-
cluding net imports is forecasted to grow to 136.5 tWh by 
2020 and to 170.72 tWh by 2030, aggregated at the level 
of Western Balkans and moldova; the aggregated electricity 
generation including ukraine is estimated at 443.5 tWh in 
2020 and 590.1 tWh in 2030. in terms of new domestic gen-
eration capacity, the contracting Parties have indicated plans 
to produce an additional 20 gW between 2012 and 2020, of 
which 8.1 gW is to be generated in ukraine. the new plants 
are expected to be based on hydro energy (42%) and coal/
lignite (32%), nuclear (10%), gas (6%), other renewable en-
ergy sources (10%).

As part of the work on the Energy Community’s first Energy 
strategy, a scenario analysis was performed with technical as-
sistance sponsored by USAID. this included a ‘current trends’ 
scenario, evaluating the implications of continuing the cur-
rent investment practices in the energy sector; a ‘minimal 
investment costs’ scenario examining the costs of meeting 
energy demand regardless of the environmental impact; and 
a ‘low Emissions Development/sustainability’ scenario look-
ing at the costs and implications of a more aggressive promo-
tion of energy efficiency and renewable energy, as well as the 
full implementation of the large combustion Plants Directive.

under the ‘current trends’ scenario, the unmet electricity de-
mand is estimated at 70 tW by 2020. the scenarios further in-
dicate the potentially large investment needs required for the 
region to meet supply adequacy. Between 2012 and 2020, 
an estimated Eur 39.1 billion is needed under the ‘minimal 
investment costs’ scenario. under the ‘current trends’ sce-
nario, considering the contracting Parties’ own investment 
plans, the investments were estimated at Eur 44.6 billion. 
under the ‘low Emissions Development/sustainability’ sce-
nario, the expected investment costs are over Eur 73 billion. 

b. investment challenges 

As they recover from the economic and financial crisis, the 
contracting Parties will face an increasing demand in energy, 
and increasing pressure to cover the gap between supply 

and demand. this will require large scale investments in both 
power generation and transmission as well as in gas and oil 
supply. The lack of infrastructure is one of the most signifi-
cant constraints to growth through its impact on the business 
environment. investing in infrastructure is therefore a key 
component of any new growth agenda. in order to success-
fully attract private investments, several constraints need to 
be overcome. 

1. Growth projection constraints

the World Bank in its Southeast Europe Regular Economic 
Report of December 2012 stated that: “After two years of 
fragile recovery from the global recession, as a group the six 
South East European countries (SEE6)––Albania, Bosnia and 
Herzegovina (BIH), Kosovo, FYR Macedonia, Montenegro, 
and Serbia––are experiencing a double-dip recession in 2012. 
Deteriorating external conditions, the impact of the severe 
winter on economic activity, and a continuing rise in unem-
ployment early in the year took a toll on consumption, invest-
ments, and exports”. 

in 2012, the weighted average of gDP of the Western Bal-
kans fell by 0.8%. the growth for 2013 is currently projected 
at 1.4% in the IFI Coordination Office of DG Enlargement 
report, based on International Monetary Fund (IMF) revised 
2013 projections. moldova’s gDP decreased with 0.8% in 
2012 and its increase of 4% is forecasted for 2013. ukraine’s 
gDP grew by only 0.2% in 2012 and is expected to grow by 
1% in 2013 according to the World Bank and EBRD.

2. Public budget constrains

The IFI Coordination Office, in June 2013, described the (near 
term) investment perspectives in the Western Balkans as fol-
lows: “The countries are experiencing serious difficulties in 
financing infrastructure development due to sluggish growth 
of incomes, taxes and remittances. The global economic and 
financial crisis and particularly the problems in the euro zone 
have significantly reduced the fiscal space of governments in 
the region, public debt has attained critical levels for some 
countries, and access to bank lending and capital markets has 
become more difficult”. 

Furthermore, contracting Parties – with the exception of 
ukraine – constitute small markets with relatively small invest-
ment projects, which make them less attractive to investors. 
Following the logic of economies of scale, it will definitely be 
more expensive for each contracting Party to pursue full en-
ergy independence and to strive to achieve security of supply 
alone rather than cooperating in the planning and realization 
of infrastructure developments with its neighbours and in-
creasing regional energy trade. 

This fact as well as the present financing constraints for infra-
structure investment requires even more activity than before, 
namely the identification of priorities for the future develop-

Cost-Benefit Categories

Criteria

Additional
criteria

Indicators Weights*
Ability of each project

to fulfil criterion

Pre-assessment1

Economic Cost Benefit Analysis2

Multi-Criteria Assessment3

Projects proposed by 
project promoters

Possible PECI
projects

Agreed with TF

Modelling

Total score of
each proposed

project

Ranking of
projects

according to 
scores

Project costs

Security of supply

Market integration / 
Price convergence

CO2 emissions

Eligibillity check

Verification 
of project data

Identification of matching
projects, complementaries,

project clustering

Input data for modelling
Public sources; questionnaires

Modelling assumptions
Agreed with TF

Reference scenario
Presented to TF

Result of CBA

Enhancement of
competition

System Adequacy

Progress in Implementation

Facilitation of RES

Score
1 to 5Net Present Value

Comeptition
Enhancement Index

System Adequacy
Index

Implementation
Progress Indicator

RES Support Indicator

Change in
socio-economic welfare

Score
1 to 5

Score
1 to 5

Score
1 to 5

Score
1 to 5

0.47

0.19

0.17

0.11

0.06

Public consultation

ment of the electricity, gas and oil infrastructure at Energy 
community level.

c. Projects of Energy community interest 

For the reasons mentioned above, the contracting Parties 
have agreed to cooperate in the process of identifying those 
projects which have the highest positive impact in the larg-
est possible number of contracting Parties, so-called Projects 
of Energy community interest (PEcis). the selection of these 
projects was accomplished by the same task Force that con-

tributed to the preparation of the Energy strategy.

the methodology used to assess PEcis included as criteria: a 
cost-benefits analysis, enhancement of competition, system 
adequacy, progress in implementation, and the facilitation 
of renewable energy. the methodology applied to electricity 
generation projects is displayed in the diagram below. the 
same methodology with other weights (result of the “cost 
Benefit Analysis (CBA)” 48%, enhancement of competition 
20%, system adequacy 18%, and progress in realization 
14%) was used for electricity and gas infrastructure projects.

* Weights and criteria differ slightly for the different groups (electricity infrastructure, electricity generation and gas infrastructure). 

in this graph criteria and weights for electricity generation are presented.

Proposed Project Assessment Methodology to be continued for each investment project
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in order to facilitate the development and implementation of 
PEcis, the Energy community plans to strongly encourage 
regulatory measures in order to remove the barriers to cross 
border investment. such measures may include enhanced di-
alogue and cooperation between national regulatory authori-
ties particularly in the case of cross-border projects, permit-
ting procedures, information for decision makers, cost-benefit 
analysis, incentives for projects with a cross border impact, 
and others. To complement these, more innovative financial 
instruments should be used, and special funding mechanisms 

for PEcis will have to be designed, using the pre-accession 
funds or other similar instruments. the Western Balkans In-
vestment Framework focusing on supporting strategic proj-
ects in the Energy community is a potential channel to secure 
financing for priority investments and to finance sector stud-
ies that can contribute to the implementation of PEcis.

Based on this approach, the projects that will be proposed as 
PEcis to the ministerial council on 24 october 2013 are the 
following:

Electricity Generation 

Contracting Party Project

al Hydro Power Plant skavica

al Wind Park Dajc-Velipoje

BiH combined Heat and Power Plant Ktg zenica 

BiH Hydro Power Plant Dabar

BiH + Hr Hydro Power Plant Dubrovnik (Phase ii)

BiH + rs
Hydro Power Plants upper (HPP Buk Bijela, HPP Fo~a, HPP Paunci, HPP sutjeska)  
and middle Drina (HPP tegare, HPP rogacica, HPP Dubravica)

Kosovo* Kosova e re Power Plant (KrPP)

mE Hydro Power Plants lim river

rs combined Heat and Power combined cycle gas turbine Plant in Pancevo, serbia

rs thermal Power Plant Kolubara B 

rs thermal Power Plant nikola tesla B3 

rs combined Heat and Power Plant novi sad

rs Hydro Power Plants ibarske (10 HPPs)

rs
Hydro Power Plants Velika morava  
(HPP ljubicevo, HPP trnovce, HPP svilajnac, HPP mijatovac, HPP Varvarin)

Electricity Infrastructure 

Contracting Party Project 

al - Fyr of mK 400 kV oHl ss Bitola (Fyr of mK) – ss Elbasan (al)

Hr - BiH  
and Hr internal line 
reinforcement

400 kV oHl Banja luka (BiH) – lika (Hr) 
400 kV oHl Brinje – lika – Velebit – Konjsko including 400 kv substation Brinje

it - al 400 kV HVDc ss Vlora - Bari West

Kosovo* - al 400 kV oHl tirana (al) - Pristina (Kosovo*)

mD - ro oHl Balti (mD) and suceava (ro)

mE - rs - BiH 
and mE internal line 
reinforcement

400 kV oHl ss Bajina Basta (rs) - ss Pljevlja (mE) - ss Visegrad (BiH) 
400 kV oHl Pljevlja - lastva

rs 400 kV oHl ss Kragujevac - ss Kraljevo

rs 400 kV oHl ss Bajina Basta - ss Kraljevo 
400 kV oHl ss obrenovac - ss Bajina Basta

rs - ro 400 kV oHl ss resita (ro) - ss Pancevo (rs)

Gas Infrastructure 

Contracting Party Project 

al-mE-Hr-BiH ionian adriatic Pipeline (iaP)

gr-al-it trans adriatic Pipeline (taP)

al EaglE lng terminal

BiH - Hr interconnection Pipeline BiH - Hr (slobodnica-Bosanski Brod-zenica)

BiH - Hr interconnection Pipeline BiH - Hr (Ploce - mostar - sarajevo/zagvozd - Posušje/travnik)

BiH - Hr Interconnection Pipeline BiH - HR (Lička Jesenica-Tržac-Bosanska Krupa)

Hr lng terminal in croatia + Pipeline zlobin-Bosiljevo-sisak-Kozarac-slobodnica

Hr - rs Interconnection Pipeline HR - RS (Slobodnica-Sotin-Bačko Novo Selo)

sr interconnection Pipeline rs (nis) - Bg (Dimitrovgrad)

ua modernization of urengoy-Pomary-uzhgorod Pipeline 

Oil Infrastructure 

Contracting Party Project

Hr Project of inspection, Evaluation, rehabilitation, upgrading and reconstruction of the existing 
JanaF oil Pipeline

ua construction of the Brody – adamowo oil pipeline
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3.11 social issuEs – a regional overview

a. the social acquis 

article 2 of the treaty mentions social stability together with 
economic development as one of the primary interests of the 
Parties for which the access to stable and continuous energy 
supply is essential. chapter iV of the treaty (articles 31–33) 
envisages further promotion of the social aspects of the en-
ergy acquis related to the provision of energy to citizens and 
affordability.

the memorandum of understanding on social issues in the 
context of the Energy community was signed in october 
2007. moldova and ukraine signed it in october 2011. the 
memorandum indicates the political intent of the contract-
ing Parties to take due account of the social consequences 
of implementing the treaty, and the ensuing energy sector 
reforms. However, the Treaty does not provide a specifically 
defined set of social acquis.

the memorandum of understanding addresses in more detail 
the social protection of consumers; the safeguarding of limits 
to the impact of social and economic change, particularly for 
the most vulnerable consumers; the improvement of energy 
sector workers’ living and working conditions; and the antici-
pation of and solution to negative impacts as a result of sec-
tor restructuring. it also addresses the protection of workers’ 
rights, the improvement of safety at work, equal opportuni-
ties for men and women, dealing with redundant workers, 
investment in life-long learning, energy efficiency at work and 
similar activities.

the ministerial council also established an annual social Fo-
rum in December 2007, as a platform for discussing the prog-
ress of the memorandum’s implementation.

Following the memorandum and guided by the secretariat, 
the contracting Parties (apart from moldova and ukraine) 
prepared social action Plans. the social action Plans are 
intended to serve as a roadmap to develop and implement 
measures necessary to deal with the social consequences of 
energy sector reform. 

as regards such measures, the main focus is on the protection 
of vulnerable consumers, the information and consultation of 
social partners in the energy sector, the development of spe-
cific employment, training and support services for managing 
the restructuring process and workers’ fundamental rights as 
well as their working conditions and equal opportunities.

b. the state of play 

the 5th social Forum held in september 2012 called for ad-
dressing the social dimension of the Energy strategy of the 
Energy community as adopted by the ministerial council in 
2012. the ministerial council meeting held in october 2012 

invited the secretariat, in cooperation with the social part-
ners, to prepare an outline of a Social Strategy. subsequently, 
the secretariat started a public consultation with stakeholders 
during January and February 2013. the 6th social Forum held 
in april 2013 discussed the secretariat’s draft outline of the 
social strategy. it was agreed that the outline could propose 
a regional definition of vulnerable customers. Based on this 
invitation, the secretariat proposed that:

1. in electricity, a vulnerable customer is (1) using energy 
for supplying her/his permanent housing; (2) not exceed-
ing a maximum energy consumption per person. When 
defining the electricity consumption level per person, 
contracting Parties shall consider total consumption of 
up to 200 kWh/month for a family with up to 4 members 
and reflect seasonality; (3) belonging to a category of citi-
zens with the lowest income. For the definition of low in-
come, as well as income all available assets shall be taken 
into account; (4) having her/his electricity consumption 
supplied through a single-phase meter with a connec-
tion not exceeding the maximum power. When defining 
power of a mono-phase meter contracting Parties shall 
consider power of up to 16 Ampere. The definition shall 
not include more than a minority of the population.

2. for gas consumption, a vulnerable customer is (1) 
using gas for supplying her/his permanent housing; (2) 
not exceeding a maximum gas consumption per person. 
When defining the gas consumption level per person, 
contracting Parties shall consider total consumption of 
up to 70 cm/month for a family with up to 4 members 
and reflect seasonality; (3) belonging to a category of citi-
zens with the lowest income. For the definition of low in-
come, as well as income all available assets shall be taken 
into account. The definition shall not include more than 
a minority of all consumers.

Reflecting the possibility to switch from gas to electricity sup-
ply, support schemes granted to vulnerable gas customers 
shall not apply in case the same customer benefits from the 
support mechanism for socially vulnerable electricity custom-
ers.

the outline is expected to be approved by the ministerial 
council in october 2013. However, as the Permanent High 
level group noted in June 2013, taking into account the very 
different historical backgrounds, legal frameworks and ap-
proaches to social issues of each contracting Party, it is cur-
rently not feasible to prepare a regional social strategy.

d. conclusions and Priorities 

the governments of albania, Kosovo*, moldova and ukraine 
have still not approved the social action Plans. this should be 
rectified with priority. 

a continual update of the social action Plans by all contract-

ing Parties with concrete actions in the energy sector and 
strengthening provisions on following-up and monitoring 
should be another priority.

as a legal obligation following from the third Package, con-
tracting Parties must define vulnerable customers in terms 
appropriate to national circumstances. Properly defining vul-
nerable customers is a first important step for breaking the 
vicious circle of across-the-board price regulation and its neg-
ative impact on investments, security of supply and energy 
efficiency. In this sense, the needs of vulnerable customers 
should ideally be dealt with in the context of social policy 
rather than energy policy issues. social allowances provided 
by central or local governments should directly or indirectly 

go to the beneficiaries rather than leaking to other groups. 
Furthermore, more focus should be put on non-economic 
support such as protection from disconnection at critical 
times, e.g. severe winters. 

moreover, bipartite and tripartite social dialogue needs to be 
further improved by the inclusion of the social partners in the 
energy policy process. currently, collective agreements are 
poorly enforced and the autonomous bipartite and in particu-
lar the sectoral social dialogue is still weak. national tripartite 
bodies seem to be more mature but their impact on policy 
making still appears to be limited.
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glossary

the report makes a reference to the following institutions, treaties, support programmes, energy policy related concepts and 
measurement units.

1. aBBrEVations

atc available transmission capacity

acEr agency for the cooperation of Energy regulators

cEE-cao Central European Electricity Co-ordinated Auction Office 

cEn European committee for standardization

cHP combined Heat and Power

cng compressed natural gas (trucks)

Dso Distribution system operator 

EcrB Energy community regulatory Board

EBrD European Bank for reconstruction and Development

EEa agreement on the European Economic area

Eia Environmental impact assessment

Enc Energy community

EntsoE European network of transmission system operators for Electricity

Entsog European network of transmission system operators for gas

Esco energy service companies

Esia Environmental and social impact assessment

Eu European union

Eurostat the statistical office of the European Union

Fs Feasibility study

giz Deutsche gesellschaft fur internationale zusammenarbeit

HPP Hydro power plant

HVDc high-voltage, direct current 

iaP ionian adriatic Pipeline

iFc international Finance corporation, member of World Bank group

iFi international Financial institution

iFi co IFI Coordination Office, EU + IFIs, EU funded project

inogatE
 an international energy co-operation programme between the European union, the littoral states of the Black 
and caspian seas and their neighbouring countries

iPa programmes Eu’s instrument for Pre-accession assistance for countries engaged in the accession process

ito independent transmission operator 

KfW Kreditanstalt fur Wiederaufbau

lng Liquefied Natural Gas

mou memorandum of understanding

nalas network of associations of local authorities of south East Europe

nEEaPs National Energy Efficiency Action Plans

nrEaPs national renewable Energy action Plans

ntc net transfer capacity (auctions)

otc over the counter

oHl an overhead electric line

PEcis Projects of Energy community interest 

PHlg Energy community Permanent High level group

PPP Public Private Partnership

rEEP Regional Energy Efficiency Programme (managed by EBRD)

rEs renewable Energy sources

scaDa supervisory control and Data acquisition

sEE cao SEE Coordinated Auction Office 

sEE-raP regional action Plan for Wholesale market opening in south East Europe

sEEPEX power market exchange in serbia (planned for 2014)

smE small and medium-sized enterprises

sPa special Protection area

usaiD united states agency for international Development

unEcE united nations Economic commission for Europe

unDP united nations Development Programme

taP trans adriatic Pipeline

tFEu treaty on the Functioning of the European union

tPP thermal Power Plant

tso transmission system operator

Vat value added tax 

WB World Bank

WBiF Western Balkans investment Framework

2. DEFinitions on tHE ElEctricity anD gas Fact anD FigurE taBlEs

Electricity Definition

Electricity Production 

annual domestic electricity production of all generation including pumped storage, mea-
sured at the outlet of the power plant to the transmission or distribution networks, exclud-
ing own consumption of electricity absorbed by the generating auxiliaries and the losses in 
the main generator transformers of the power plants

net imports 

amount of electricity supplied from abroad to cover the needs of domestic consumption 
including energy used to cover network losses (transmission and distribution), whether cus-
toms clearance has taken place or not (if not available, report the amount of electricity that 
have crossed the national borders)

net Exports 
amount of electricity produced in the country supplied to customers across the national 
boundaries, whether customs clearance has taken place or not (if not available, report the 
amount of electricity that have crossed the national borders)

total energy supplied 
total amount of electricity supplied by all power plants to the network, reduced for net 
export and increased for net imports from abroad

gross Electricity consumption 
total amounts of electricity consumed by all customers connected to transmission or distri-
bution network, including network losses and electricity consumed by power plants (includ-
ing for pumping), if supplied from the network

losses in transmission 
the difference between the amount of electricity injected into the transmission network and 
the aggregated amount of electricity taken from the transmission network registered at all 
customers’ metering points

losses in transmission 
Percentage of total losses in the transmission system (relative to the total electricity injected 
into the transmission network)

losses in Distribution 
the difference between the amount of electricity injected into the distribution system and 
the aggregated consumption registered at customers’ metering points

losses in Distribution 
Percentage of total losses in the distribution system (relative to the total electricity injected 
into the distribution network)
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consumption of energy sector 
amount of electricity taken from the power network and consumed by the energy industry 
to support the power plant operation

Final consumption of electric-
ity 

total consumption of end-users in industry, transport, commercial and public services, agri-
culture and residential sector

consumption of industrial, 
transport, services and other 
non-residential sectors 

Electricity consumed by industry, commercial customers (including small enterprises), gov-
ernmental institutions and transport sector (public transportation services, transport utilities, 
private vehicles) including public lighting, excluding network losses

consumption of Households Electricity consumed by the residential customers (households)

net maximum electrical ca-
pacity of power plants 

sum of net maximum capacities of all power plants taken individually throughout a period 
of operation of 15 hours of continuous running, at the power plant outlet to the network, 
assuming the power to be solely active power

Coal-fired plant
sum of net maximum capacities of all plants using solid fossil fuels (coal, lignite, coke, pat-
ent)

Coal multi–fired plant 
Sum of net maximum capacities of multi-fired plants using combined solid and liquid fuel 
or solid fuel and gas (Multi-fired are units which can burn more than one type of fuel on a 
continuous basis)

Gas-fired plant sum of net maximum capacities of all plants using natural gas as a fuel

Gas multi-fired plant
Sum of net maximum capacities of all multi-fired plants using natural gas and solids or 
liquids

Oil-fired plant
sum of net  maximum capacities of all plants using oil or oil product as a fuel, excluding 
combined oil and gas

nuclear plant sum of net maximum capacities of all plants using nuclear energy

Hydro power plant 
sum of net maximum capacities of all plants using hydro power sources including storage, 
pumped storage and run-of-river plants of all types and sizes

small hydro power plant
sum of maximum capacities of all small hydro power plants (10 mW or less, connected to 
a distribution network)

other renewables
all existing rEs generation capacity excluding hydro (wind, PV, solar, geothermal, biomass-
fired, biogas-fired, other)

Horizontal transmission 
network 

380 kV or more total length of existing oHl on 380 kV or more

220 kV 
total length of existing oHl on 220 kV or more – but less than 380 kV (in 
the transmission or distribution network)

110 kV 
total length of existing oHl on 110 kV or more – but less than 220 kV (in 
the transmission or distribution network)

substation capacity sum of the nominal capacities of all substations in the transmission network

Eligible customers under 
national legislation

number of customers eligible to choose supplier, according to the legislation in force, re-
gardless of how many have exercised eligibility

active eligible customers
number of customers who have switched their supplier and are supplied under market 
conditions

Electricity supplied to active 
eligible customers 

Quantity of electricity supplied to active eligible customers 

share of total consumption Electricity supplied to active eligible customers as a part of total consumption

Gas Definition

natural gas Production 

amount of indigenous annual production of natural gas (all dry marketable production 
within national boundaries, including offshore production, measured after purification and 
extraction of ngls and sulphur, excluding extraction losses and quantities reinjected, vented 
or flared.)

imports Flows 
amount of natural gas produced outside the national territory that have crossed the political 
boundaries of the territory for ultimate consumption, whether customs clearance has taken 
place or not.

Exports Flows 
amount of natural gas produced within the political boundaries of the territory that crossed 
the boundaries for ultimate consumption outside the national territory, whether customs 
clearance has taken place or not.

stock changes 
the difference between the opening stock level and closing stock level for stocks held on 
national territory. a stock build is shown as a negative number and a stock draw is shown 
as a positive number. 

total supply 
amount of natural gas available for consumption calculated as: indigenous production + 
imports – Exports + stock changes 

gross consumption of natural 
gas 

calculated amount of consumed natural gas by all customers, including in energy sector, 
transformation inputs and conversions, as well as to cover for losses in network

consumption in Energy sector 
amounts of ng used for own consumption of gas sector for operation and for network 
losses, and for the transformation to derived energy products (heat and electricity) 

Available for final consump-
tion of natural gas 

the quantity of recorded consumption in surveys of end-use sectors (including energy and 
non energy use and excluding transformation inputs and consumption of energy sector)

interconnectors’capacity total annual capacity of all interconnectors

storage working capacity total working capacity of underground storages (without cushion gas)

length of transmission net-
work 

total length of transport network(s)

length of Distribution net-
work 

total length of distribution networks

Eligible customers under 
national legislation

number of customers eligible to chose supplier, according to the legislation in force, regard-
less of how many have exercised eligibility

active eligible customers
number of customers who have switched their supplier and are being supplied under mar-
ket conditions

gas supplied to active eligible 
customers

Quantity of natural gas supplied to eligible customers from competitive market under mar-
ket conditions

share of total consumption natural gas supplied from to eligible customers as a part of total consumption

Final consumption of natural 
gas per sector

Total annual consumption of all final customers of Natural Gas

consumpion for Energy trans-
formation

amount of natural gas used for production of electricity or heat 

consumption of industry and 
commercial customers

amount of natural gas consumed by industry, commercial customers (including small enter-
prises), governmental institutions and transport sector (public transportation services, trans-
port utilities, private vehicles) excluding network losses

consumption of Households natural gas consumed by the residential customers (households)
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DSO

TSO

Transmission

Distribution

Supplier / Trader

ENTITY
Producer

XXMO

ISO

TRANSCO

Transmission
System Operator

P&PSO
Supplier (with) public

service obligation

Technical Flow

Commercial Links

Numbers of
relevant
entities

Distribution
System Operator

Market Operator

Tariff Customers

Market Operation

Eligible Customers

Vertically integrated undertaking

Legally
unbundled

activity

Legally
bundled
activities

Fully
bundled
activities

Cross border flows
(import / export)

3. mEasurEmEnt units

kW kilowatt

mW megawatt

gW gigawatt

tW terawatt

kWh kilowatt hour

mWh megawatt hour

gWh gigawatt hour

tWh terawatt hour 

J joul

tJ terajoul

kgoe kilogram of oil equivalent

toe ton of oil equivalent

t ton

m meter

cm cubic meter

mcm million cubic meters

bcm billion cubic meters

EnErgy marKEt scHEmE lEgEnDs

the report displays special markets schemes to demonstrate the degree of market opening in each contracting Party. the 
legends for the different market elements are the following:



energy Community Secretariat (eCS)
Am Hof 4, 1010 Vienna, Austria

phone: 0043 (0)1 535 2222
Fax: 0043 (0)1 535 2222 11

email: contact@energy-community.org
Web: http://www.energy-community.org


