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ERE’s ACTIVITY DURING 2004 AND CONDITIONS OF ELECTRICITY SECTOR IN ALBANIA

During 2004 the Electricity Regulatory Entity [ERE] has experienced important activity developments. ERE’s Board of Commissioners and technical staff have concentrated their attention on implementing the tasks defined by the Law No. 9072, date 22.05.2003 “On the Power Sector”. In the framework of current developments of the power sector and based on the important responsibilities given by the law, ERE is playing an important institutional role as one of the main active participants in the power sector. During its work, ERE was continuously assisted by US and European international institutions operating in the energy sector.

ERE has participated in all local important activities related to the energy sector. ERE has closely cooperated with all the Albanian electricity sector participants.

I. ERE ORGANIZATION AND FUNCTIONING BASED ON THE LAW “ON THE POWER SECTOR”

ERE is composed of the Board of Commissioners and the technical staff. The Board of Commissioners is composed of four members and the chairman. Following is ERE organizative structure:



ERE’s organizative structure was established based on the experience from other countries regulators and recommendations of Pierce Atwood consulting company that has offered technical assistance for the preparation of important by-legal acts approved by ERE. When necessary, the Board of Commissioners continuously improves this structure based on high efficiency principles.

ERE’s technical staff is composed of four departments, one sector, the secretary and the advisor of the Board of Commissioners:

· Department of Licenses and Monitoring

· Department of Tariff and Prices

· Department of Legal Issues and Public Relations

· Department of Administration, Finance and Human Resources

· Sector of Foreign Relations, Protocol and Archive

· Secretary of the Board of Commissioners

· Board Advisor

The Directors of the Department of Licenses and Monitoring, Department of Administration, Finance and Human Resources and Department of Legal Issues and Public Relations were selected and appointed during 2004, based on Law “On the Power Sector” and criteria and procedures of Law. No. 8549, date 11.11.1999 “Civil Servant Status”.

ERE’s Board of Commissioners and technical staff have fulfilled their tasks based on the legislation in force and secondary legislation approved by ERE, such as:

1. Code of Ethics and Regulation on Functioning of ERE’s Board of Commissioners.

2. Regulation of ERE’s Organization, Management, Functioning and Tasks.

3. Behavior Code of ERE’s Technical Staff and Employees.

Following is a summary of ERE’s technical staff tasks:

Department of Licenses and Monitoring

Based upon standards, license terms and regulations adopted by the ERE, and on law “On the Power Sector”, recommends granting, modifying, or revoking licenses to all licensees exercising their activities in the electricity sector in the Republic of Albania. Utilizes procedures approved by ERE to promote fair competition; monitors and inspects licensee operations, and reviews licensee reports; orders inspections and monitoring when justified; together with the Department of Tariffs, examines licensee investment programs and power purchase agreements to determine whether they are consistent with least cost planning principles and other relevant criteria.

Department of Tariff and Prices
Based upon cost assessment methodology and price approval and other acts adopted by the ERE, evaluates tariffs to assure that they are sufficient to provide electric service and electricity supply consistent with current standards, while customer rates are held to reasonable levels, in order that the licensee operate efficiently, cover its actual cost and provide the normal ongoing of its future activity. Establishes principles, evaluates and monitor the cost distribution among generators and distributors of electricity based on the system specifics. Together with the Department of Licensing and Monitoring, examines licensees investment programs and power purchase agreements to determine whether they are consistent with least cost planning principles, and other relevant criteria. 

Department of Legal Affairs and Public Relations

Serves as the legal representative of the ERE; drafts ERE’s decisions and orders in conformity with the legislation in force. Prepares press conferences and handles formal communications with the public; publishes in the official journal all decisions and orders of ERE in conformity with requirements and obligations defined by law. Evidences all complaints submitted by customers, licensees and different institutions. In cooperation with other departments, examines the complaints, prepares responses based upon possible solutions in conformity with the law by complying with the established deadlines. 

Department of Administration, Finance and Human Resources
Covers ERE’s financial activity and is fully responsible for all issues related to administration in conformity with the Albanian financial legislation. In cooperation with other departments prepares the draft budget, monitors and evidences expenses, investment funds and small purchases. Based on the budget approved for the current year, calculates fees of licensees regulation and based on financial analysis compensates for the obligations if necessary; prepares annual reports. In addition, this department is responsible for programming and development of human resources according to the legislation in force. 

ERE’s budget for 2004 was created based on article 12 of the law “On the Power Sector” and it is not part of the state budget.

Budget needed to cover expenses is provided by licensee regulation fees set by ERE based on planned incomes. The planned funds from regulation fees during 2004 were 42,046,000 leke. Regulation fee charged to KESH in 2004 was less than 52 leke per year for one customer [41,863,000 leke: 813,824 customer].

Planned expenses for ERE are part of the legal obligations and include ERE’s necessary needs during one year, such as: staff salaries and contributes, payment for consultancy and publications for public information, payments of electricity, water, telephone, internet, maintenance and depreciation of tangible assets, etc. The accounting system is kept according to the Albanian legislation on the accountability. Expenses are clearly reflected. ERE’s budget (plan of revenues and expenses) is approved by the Board of Commissioners and the Board is periodically informed on it. ERE’s balance is audited by an authorized accounting expert and approved by the Board of Commissioners.

II. ERE-s ACTIVITY DURING 2004

ERE’s activity during 2004 has been very intensive doing important steps towards its further consolidation. The cooperation with regional homologue institutions, the development of partnership activities with Indiana Regulatory Commission in USA and the close cooperation with all local electricity sector participants, have had a very positive impact on ERE’s work and strengthening of its role. ERE’s main activities during 2004 were:

· Approval of various secondary legislation

· Approval of Prices and Tariffs

· Licensing and Monitoring of Licensees

· Fulfillment of obligations for Integration into the Electricity Regional Market

II.i 
ERE’s ACTIVITY TO APPROVE ELECTRICITY SECTOR SECONDARY LEGISLATION

The Law “On the Power Sector” approved on July 18, 2003, charges ERE with the responsibility to prepare and approve secondary legislation for a better regulation and functioning of the electricity sector. In addition to the law, secondary legislation approved by ERE are an important basis for the electricity market liberalization and opening, and competition enhancement and improvement of customer service quality. Based on the law, 28 pieces of secondary legislation need to be approved for the electricity sector. ERE’s Board of Commissioners and technical staff in close cooperation with local electricity sector participants and experienced experts from international companies, have prepared and approved the following 15 by-legal acts during 2004:

1. ERE’s Rules of Practice and Procedures,

2. Code of Ethics and Regulation on Functioning of ERE’s Board of Commissioners,

3. Regulation of ERE’s Organization, Management, Functioning and Tasks, 

4. Behavior Code of ERE’s Technical Staff and Employees,

5. Electricity Generation License, 

6. Transmission Activity License, 

7. Electricity Distribution License, 

8. License for the Construction and Installation of Electric Plants and Electricity Generation,  

9. License for the Construction and Installation of Electric Plants with General Capacity lower than 5 MW,

10. Regulation on Licensing Procedures, 

11. Regulation on Licensing Procedures for Electric Power Plants with General Capacity less than 5 MW,

12. Preparation of Electricity Transitory Market Model,

13. Transmission Tariff Calculation Methodology, 

14. Grid Functioning Code (Transmission System Code),

15. Electricity Market Rules. 

All above acts were further published in the Official Newspaper as part of law implementing process, without any objection. During 2004, ERE’s Board of Commissioners has taken 60 decisions including the approval of above mentioned secondary legislation as well as other important issues related to electricity sector regulation, licensing, market opening, tariff and prices approval, etc. ERE’s decisions were only twice appealed to the Court. Meanwhile the Court did not decided on any partial or total cancellation of ERE’s decisions.

II.ii
ERE’s ACTIVITY REGARDING THE ELECTRICITY TARIFF AND PRICES SECTOR 

Until the end of 1997 almost insignificant modifications were done to electricity sale prices. Although the price liberalization process had already started in other sectors of the economy after the initiation of the privatization process and creation of private sector, prices in the electricity sector had remained in constant levels:

	No.
	Customers
	Price (leke/kWh)

	1
	Households
	4,5

	2
	Industry
	2,1 – 2,4

	3
	Bread, flour production, etc
	2,1 – 1,2

	4
	Trade – services
	4,2 – 4,8


Prices were first modified by ERE in 2002, with the approval of the Board of Commissioners based on DCM No. 602, date 02.11.2001 that established the ceiling tariffs. Actually there is another listing of customer groups thus moving towards the first step of price increase. Almost ten years after entering the market economy, the electricity tariff increase has started.

	No.
	Customers
	Price (leke/kWh)

	1
	Households

· Up to 300 kWh/month

· Over 300 kWh/month
	4

8

	2
	Industry
	6

	3
	Bread, flour production, etc
	4,5

	4
	Trade – services
	12


After 1997, the high electricity demand due to its massive use for space heating and cooking, the lack of payment in large proportions and the total lack of investments in new generation resources and highly amortized transmission and distribution system, transformed Albania in an electricity importer with the annual imported electricity reaching to 1819 GWh in 2001. Considering that the low level of electricity tariffs was impeding foreign investments from the World Bank and other donors, tariff increasing process became indispensable. 

During 2002-2004, the Albanian Government approved the following main documents for the development of the Albanian Power Sector:

1. Power Sector Policy Statement (April 2002)

2. National Strategy of Energy (June 2003)

3. Electricity Transitional Market Model (August 2004)

Based on these strategic document principles and the law “On the Power Sector”, ERE has developed the electricity tariff reform. Tariff development was based on the “required revenue” principle and a reasonable KESH rate of return (stated by the National Strategy of Energy) on invested capitals in respective assets, from 2% at the end of 2006 to 8% at the end of 2009, remaining constant during the coming years.

Due to the fact that household customers use 68-70% of electricity billed in local level and that the approved average tariff for this category for 2005 is 5,95 leke/kWh compared to 5,93 leke/kWh in 2004, the tariff reform development and KESH required revenues should comply with objectives established by the National Strategy of Energy. The following table indicates the tariff dynamic for this customer category.

	No.
	Name
	Tariff leke/kWh

Year 2003
	Tariff leke/kWh

Year 2004
	Tariff leke/kWh

Year 2005

	1
	Average for Household Customer

· Up to 300 kWh/month

· Over 300 kWh/month
	5,17

4,10

8,80
	
	

	2
	Average for Household Customer

· Up to 220 kWh/month

· Over 220 kWh/month
	
	5,93

4,50

8,90
	

	3
	Average for Household Customer

· Up to 210 kWh/month

· Over 210 kWh/month
	
	
	5,95

4,50

9,00


The tariff increase for the first consumption tier for 192,500 low-income households identified by the Ministry of Work and Social Issues and the Ministry of Local Authorities and Decentralization during 2004, is compensated by the state budget according to a specific Council of Ministers decision. The increase of electricity tariffs for household customers from 5,93 leke/kWh in 2004 to 5,95 leke/kWh in 2005 or +0,34% and the increase of the average tariff for all customer categories from 6,9 leke/kWh in 2004 to 7,01 leke/kWh in 2005 or +1,59%, is based on the evaluation of KESH financial situation, considering that KESH should provide:

· Revenues from electricity sale with a value of 29,273 million leke with an increase of 5,085 million leke compared to the previous year.

· The revenues increase by approx. 93% from the increase of the amount of electricity sold and approx. 7% from the influence of electricity price increase. [In such case ERE fulfills the legal obligation for customer protection].

· Achieving a profit of approx. 2,932 million leke and a normal development without further State Budget subsidies. KESH financial performance shall be satisfactory because the Rate of Return on Sales (ROS) is forecasted to be approx. 9% [Profit/Revenues from Sale], the Rate of Return on Equity (ROE) approx. 8,2% [Profit/Equity Capital] and the Rate of Return on Investments (ROI) approx. 3,5% [Profit/Total Assets].

Despite tariff reform improvements according to the National Strategy of Energy that based on DECON study financed by the World Bank, accepts a financial cost of 9,33 leke/kWh towards which the electricity tariff should move, electricity tariff are still low.

This is clearly indicated by the following table:

	No. 
	Customers
	Tariffs approved by ERE (leke/kWh) for 2005
	Demand approved in the National Strategy of Energy for prices in years (leke/kWh):

	
	
	
	Year 2005
	Year 2006
	Year 2015

	1
	HV Customers 
	8,30
	5,52
	6,00
	6,61

	2
	Households
	5,95
	8,03
	8,73
	9,62

	3
	Industry
	8,45
	7,55
	8,20
	9,04

	4
	Trade-Services
	11,00
	8,53
	9,27
	10,21

	5
	Water Pipelines
	7,15
	6,99
	7,60
	8,37

	
	Average Price
	7,01
	
	
	


The development of tariff reform for household customers becomes even more necessary due to the fact that KESH is completing the asset reevaluation process that will largely affect the cost increase. In addition of that the cross-subsidies should be removed after 2007.

ERE has maintained a correct, institutional and legal attitude regarding 2005 electricity tariff approval for KESH that still holds the monopoly position in the domestic market. Based on the law, ERE has offered maximal transparency during all phases of the decision making process through media publications, public hearing sessions with the participation of all interested factors and making available the 2005 rate application practices for more than two months to all interested parties. For 2005 tariffs various consultations were made with government partners and representatives of customers and investors. The University of Tirana (Faculty of Economy) was also involved in the process.  ERE has also considered opinions and comments from the Ministry of Industry and Energy, Ministry of Economy, Academy of Sciences, and other institutions and organizations representing interests of customers, investors and businesses. 

In addition, the private electricity sector has experienced positive developments during 2004, as indicated by the table:

	No
	Company
	Installed capacity (kW)
	Privatization form
	Owned HPPs
	Price approved by ERE (leke/kWh)

	1
	ESSEGEI sh.p.k.
	9,200
	Concession
	1
	3.75

	2
	EMIKEL sh.p.k.
	1,000
	Concession
	3
	4.3

	3
	WONDER-POWER sh.a.
	2,500
	Concession
	1
	4.4

	4
	SPAHIU-GJANC sh.p.k.
	3,700
	Concession
	1
	4.6

	5
	AMAL sh.p.k.
	250
	Concession
	1
	4.15

	6
	SARMIER sh.p.k.
	300
	Purchased
	3
	4

	7
	SAROLLI sh.p.k.
	117
	Purchased
	1
	4.6

	8
	HYDROELECTRICAL COMPANY OF ALBANIA sh.p.k.
	8,440
	Concession
	25
	3.77

	9
	JUANA sh.p.k.
	75
	Purchased
	1
	4.55

	10
	WTS energy sh.p.k.
	375
	Purchased
	4
	4.55

	11
	MARJAKAJ sh.p.k.
	125
	Purchased
	1
	3.78

	12
	KORSEL sh.p.k.
	172
	Purchased
	2
	

	13
	DARDANIA
	100
	Purchased
	1
	

	
	TOTAL
	26,354
	
	45
	


13 small private companies (two of which Italians) have taken in concession and purchased a total of 45 small hydro power plants. In 2004, ERE approved the electricity sale price based on the generated electricity cost. Prices approved by ERE varies from 3,75 leke/kWh to 4,6 leke/kWh. ERE has approved a simple information system for these companies in order to facilitate their application for price approval.

Sales of electricity generated from small HPPs privatized through purchase from National Privatization Agency (NPA) [13 HPPs with an installed capacity of 1264 kW, and 3,768,000 kWh of generation] remain an unsolved problem. Since, according to the law, ERE has the authority to decide the sale price for electricity generated from licensees, then KESH should be authorized by a Government degree to purchase these amount of electricity as in the case of concessionary HPPs.

II.iii
ERE’s ACTIVITY REGARDING LICENSING AND MONITORING FIELD

ERE, in general, has successfully performed its legal obligations regarding licensing of applicants in the electricity sector and monitoring their activity development, analyzing the investment programs and electricity purchase agreements based on the least cost principle and maintenance of the sector balance, protection of licensees and customers interestsas well as supervision of licensees service quality improvement.

KESH and TSO licensing process was achieved during 2004, making the first step towards the unbundling of electricity sector activities as forecasted by the law “On the Power Sector” that requires vertically integrated companies to unbundle their financial activities. The licensing procedure was based on careful studies of the legal documentations and all legal procedures related to implementation of Electricity Transitional Market Model in Albania and consideration of requirements of electricity market opening and integration to the regional market.

Based on the law, ERE has approved the granting of Eligible Customer Status to Darfo-Albania Company, as a first step towards opening and liberalization of the Albanian electricity market. During 2004, ERE has also licensed four other private companies for electricity generation from small HPPs with a capacity lower than 5 MW. It is important to underline that local investors interest in the electricity sector has increased and ERE is totally committed to offer its maximal support.

Monitoring the licensees activity is another legal obligation for ERE. The year 2004 was the first year after the new law on power sector entered in force. ERE was involved in an intensive working process to prepare and approve important electricity sector rules. Based on licensing terms established by the law, private and public licensees licensed by ERE in 2004, should be intensively monitored during 2005.  ERE’s technical staff has already monitored, controlled and inspected the following companies:

· “Essegei-Albania-Smokthina” Company in April. The report was submitted to Authorized State Authority and the company was requested to respect license conditions.

· “Spahiu-Gjanc” local company for the rehabilitation of Gjanci HPP.

· KESH for the fulfillment of ERE’s decision regarding customers minimum usage assumption billing (afrofe), etc.

For the first time, ERE has approved the model and database of information system.

The following by-legal acts approved by ERE during 2004:

· Regulation on licensing procedures,

· Electricity generation license,

· Electricity transmission license,

· Electricity distribution licensee,

· License for construction, installation and operation of electric plants,

· Regulation on licensing of plants with capacity less than 5 MW,

· Licenses for generation in plants with capacity less than 5 MW,

· Licenses for construction, installation and operation of plants with capacity less than 5 MW,

· Transmission System Code,

· Transmission Tariff Methodology, and

· Electricity Market Rules.

have become an important basis for ERE’s activity in the licensing sector and market liberalization process.

II.iiii THE ROLE OF ERE IN THE INTEGRATION PROCESS OF THE COUNTRY 

Regarding as very important the development of the relations of ERE with the homologue strucutres of the countries in the region, and also with prestigious international organizations and institutions in the energy field, during 2004 there have taken place several activities that have contributed in strengthening of the Regulator. 

The Albanian Electricity Regulatory Authority, as a relatively new institution, has as a main goal its institutional development, to be able to implement its regulation authority in the power sector in Albania in the light of a regional market, which has the objective to involve all the countries in the region. ERE in the steps undertaken has been in compliance with the EU Directives and specifically with Directive No. 2003/54/EC of the Parliament and Europian Council of 26th of June 2003 regarding the common rules for the internal market of electricity and also the Athens Memorandums (2002 & 2003) signed by the Ministers of Energy of the regional countries including our country. 

During 2004 ERE has worked carefully towards the increase of technical and professional capacities of its personnel, especially technical staff. For this ERE has participated in several trajning programs, conferences and workshops organized between the regional countries and even wider in the most developed countries such as U.S.A. and Canada. 

ERE is a full member of ERRA since 1999. This association has its headquarters in Budapest and actually has 21 regulators as members from different regulators. ERRA is founded by USAID through NARUC. The membership in this association  has helped in the strengthening of our institution and in solving specific problems related to the transition period of the power sector in Albania. 

More specifically ERE is a member of the two permanent Committees, of Licensing and Monitoring and Tariff and Prices. These Committees meet 3-4 times per year, where issues concerning the regulators activities and developments are treated. Thanks to this participation there has been an increase in skills and quality of work in licensing and tariff activities. In taking a step ahead in this direction in 2005 a Legal Working Group will be established, which will have an annual program bteween the legal specialists of ERRA member countries. Therefore the legal aspect of the regulator activities will also be covered. This initiative will bring forward and will be a great support in developing the secondary legislation that is ERE’s objective in accordance with the law. 
In 2002 ERE has started the partnership activity with the Indiana Regulatory Commission based on a Memorandum of Understanding between the two regulators. This program goes on for three years now and it consists in the direct exchange of experience between the two regulators where issues are discussed with the common and specific points of each party.  During 2004 there have been two visits and it does worth emphasizing that this is an effective way to exchange experience to see from very close regulator’s actual problems and trying to solve them. ERE has benefited from this partnership based on the American experience on regulatory issues. 

In June 2004 ERE has developed a study tour under cooperation programme with SEETEC, which provides assistance to the regional countries. All technical staff of ERE participated in the training. This project was sponsored by CIDA (Canadian International Development Agency) at Manitoba Hydro where we collaborated with Canadian specialists on the principal issues for tariffs and prices, on the organization of a hearing session, on licensing and legal issues and on public relations.

ERE is a member of the Athens Forums, which are important activities that will help in integration of the regulator in the new structures with the final scope integration into EU, and with the objective of establishing a regional energy market and many other initiatives such as the liberalization and opening of the market, development of   competition etc. In frame of this process in Athens the negotiations for the ECSEE Treaty have started. This treaty is in continuance of the Athens Memorandums and other documents between the SEE countries and EU. The signing of this treaty is expected to be done by Energy Ministers of participating countries, including our country, in spring of 2005.  

ERE is working to establish a collaborative process with the Italian Regulator, and taking advantage also form the geographical position between the two countries, we are confident it will be a long-term and successful cooperation especially regarding the assistance on the compilation of secondary legislation that are to be approved by the ERE according to the law within 2005.

I. THE SITUATION OF THE ELECTRICITY SECTOR IN ALBANIA
Actually the electricity sector is represented by:

a) Public Sector (state) composed by TSO and KESH (Generation and Distribution, and 

b) Private Sector composed by small companies that have been taken under concession with a Decision of the Government some small hydro plants and some small generation companies that have purchased some hydro plants.

III.i  PRIVATE SECTOR.

The private sector participation in power sector has started only last 2-3 years. There are 13 small private companies that operate in the sector. They have 45 small IPP’s with a capacity under 5 MW (only one has the capacity 9,2 MW) their generation output during 2004 reached 41,3 million kWh, or 24 % more than it was forecasted. From 274 million leks forecasted to be invested, there invested some 307 million leks or 12 % more. The number of employed people in these companies until now is 223.

Year 2004 marked the first year that these companies started to make rehabilitation of these generating resources. But three more years will be needed to reach the maximal capacity around 26 MW or an output over 110 million kWh per year. It is necessary that the authorities take the decision to assure that the energy they produce is purchased by KESH, so that they have guaranteed the investments for the future. The development of investments in these generating resources is important for the fact that being close to the load they play a very good role in keeping in balance the system.


III.ii  Public Sector (State-owned).
KESH, a strategic company owned by the state, from which in 2004 was unbundled Transmission System Operator TSO, has the monopoly position in the electricity market, including activities of generation, import and distribution of electricity. It owns 99 % of the quantity of electricity in the market and until now imports alone 100 % of the electricity to fulfil the gap of domestic production with electricity.  

The hydro energetic situation for 2004 was one of the best during which the generation of electricity from 3,500 GWh forecasted, was realised 5,492 GWh or about 57% more. The generation has been higher than in 2003 with about 18%.  As a consequence even the import forecasted to be 2,450 GWh was realised 567 GWh. Import is 9,6% of the electricity injected to the network.

Electricity losses, although the targets are reached, are still high. For 2004 they are 2,194 GWh or 36,6 % of electricity available in the network. If this is to be compared with the last year they have been reduced by 2,6 %. The losses are presented separated as below:

             In quantity

 In %







  [GWh]


a) Losses in Transmission

   337

  
5,8


b) Losses in Distribution

  1857


33,6

· Technical

  1067


19,3

· Non- technical

   790


14,3

During these three years losses have been as following:

2002

2003

2004
(1) Losses in quantity [GWh]


 2.230

2.165

2.191

(2) Losses in [%]



  41,7

 39,2

 36,6

The losses of electricity make a very high financial cost for KESH, but also for the customers. Only for December of last year from 9 distribution zones in the whole country, in four of them the level of losses varied from 40,32%, 40,55%, 47,73% to maximum 54,39% in the Shkodra zone.  

A better situation is in the level of collections of electricity bills. 

During the last three years the collection balance is as below:

   2002
        2003        2004

(1)Collections in total amount [mln/leke] 

  17,496        22,176      27,132

(2) Collections in [%] with payments of Government   88,3

92,5
   94,9

(3) Collections [%] without payment of Government    80,4

84,2
   88,0

  - Collections only from Household sector

    

73,1
   75,6
But the average low level of collections in the household sector still remains a problem. The non payment of electricity is a typical phenomenon especially in particular areas of the country like in Shkodra (with 7 localities) with a level of collections 19,2%, Burrel area  (with 5 localities) with level of collections 66% and Fier area  (with 4 localities) with a level of collections 71,3%. In the deficit created from this payment from household customers of a total of around 3,5 billion lek, only in three mentioned areas make around 68% of this deficit or 2,4 billion lek. The non-payment of electricity not only damages the quality of tariff reform, but deteriorates directly the quality of service for the customers who pay correctly the electricity, that’s why a proper strategy is needed by responsible authorities to improve this indicator.

Although in 2004 KESH has an ambitious plan for investments of about 12,7 billion lek, they were realised only some 8,5 billion lek or around 67%. However, the investments reach the highest value realized during these years where the foreign disbursed financings reached about 5,8 billion lek, while the financing with KESH own funds were about 2,7 billion lek. In the total of investments made it does worth to underline those made to equip customers with meters. During 2004 there have been installed about 260 000 new meters, but some 75,914 customers still remains without meters. This fact creates a problem, because according to the article 52 of law on power sector, the billing without meters (minimum usage assumption) had as a last deadline 31st December 2004. 

Investments realised are related to the positive financial performance of KESH and with obtaining loans from donors for the continuance of financing of important projects in the transmission and distribution system. The achievement of a general satisfying level of the most essential economic and financial indicators of KESH, a positive effect have had the investments made up to now. It is expected that the investment in the coming years will have a greater effectiveness.

Regarding the load shedding of electricity, for the whole country there have been respected the quotas of the Action Plan endorsed by the Government for the main targets of KESH. For 2004 the load shedding have been 550 million kWh. Their dynamic is as below: 







2002    
2003
          2004
Load shedding (GWh)



 851 

  677 

550 

Although the reduce of load shedding in 2004 toward 2002 is of a considerable range almost 34 %, they represent a big concern because they are not applied only in the areas where the non-payments exist, but they are applied with the same measure even in areas where the electricity is paid. ERE considers that the load shedding toward the correct rate-payers over the quotas approved by the Government due to lack of the generating capacities, damages the service towards them, and KESH should take serious measures to control and administrate the situation.

IV. ERE’s Objectives for the Future

For 2005 the activity of the ERE will be even more intensive in order to fulfil the obligations in compliance with the Law. It is a positive fact that in the actual year both, the Board of Commissioners and the technical staff, have gained a new expertise in the areas of competence. Close collaboration with the domestic and foreign partners, will be one of the key instruments for improvement towards the required standards. 

Approval of the secondary legislation by the ERE, that are related to the completion of the regulation system needed for enabling the possibility of full functioning of the power sector in accordance with the standards applied in the EU countries, is one of the main duties of ERE for 2005. There are still 13 pieces of secondary legislation that need to be approved by ERE during this year. Approval of these acts will serve for opening of the market, its liberalization and for the development of competition. 

In the field of Licensing, Monitoring, Export and Import it will be worked on drafting and approving the following secondary legislation:

· Metering Code

· Code of the Distribution System

· Supply and Trade of the Electricity

· Import of the Electricity

· Export of the Electricity

· Rules of Procedures for the transferring of the Assets

· Rules of Procedure for Revoking a License

These regulations will be in tune with the requirements for integration in the regional electricity market in South-Eastern Europe for 2005, and later on for full integration in the EU Internal Electricity Market. These rules and procedures seek, a coordination of the Government policies with those of the power sector, and also the adoption of policies that comply with the development of electricity markets in order to facilitate the functioning of competition and enabling a non-discriminatory, transparent and with fair prices access in the network. 

In the field of the tariffs and prices for service and selling of power, the deepening of the tariffs reform will continue in accordance with the strategic documents for the development of the reform in the power sector, approved by the Albanian Government which are accepted by the international community and the donors that continue the financing of the investments. Therefore, methodologies of tariff’s calculation for generation and distribution will be drafted and approved. This will complete the whole set of methodologies for approval of the price and tariffs for the service, by implementing the international principles and standards in this field, during the process of data elaboration for the calculation and allocation of the cost. 

The continuance of ERE’s participation in the organizations were it adheres, the further development of the relations and cooperation with the specialized international organizations and institutions which fund the technical consultancy and assistance for developing and approval of the important rules regulations, will be one of the priorities of ERE’s work for 2005.

During 2005, the role of the regulator will be more visible and active related to the public relations and public information, in the monitoring of the services provided to customers by the licensees, in the development of the public hearings for the solution of cases filed by customers or licensees in the power sector. ERE will continue to be transparent in decision-making process and consequent in implementing fairly and correctly the Law. 
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