=" USAID

FROM THE AMERICAN PEOPLE

Regulatory and Energy Assistance

CASE STUDY WORKSHOP

INTRODUCTORY SLIDES

Vlasi¢, June 26&27, 2013

USAID/BiH REAP

Bosnia and Herzegovina (BiH) Regulatory and Energy Assistance Project (REAP)
USAID Contract No. EPP-1-00-03-00004-00, Task Order 5
Implemented by Advanced Engineering Associates International, Inc.

This presentation is made possible by support from the American People sponsored by the United States
Agency for International Development (USAID). The contents are the sole responsibility of the author/s and
do not necessarily reflect the views of USAID or the United States Government.



Regulatory and Energy Assistance

SSTATES
§ A
d ==
"v«,,;:'l"’vo* FROM THE AMERICAN PEOPLE
AL D

CASE STUDY

Introductory slides

USAID REAP
Vlasi¢, June 26&27, 2013



USAID | Regulatory and Energy Assistance

FROM THE AMERICAN PEOPLE

RWE acquires Croatian electricity sales company Energija 2

- RWE intends to sell electricity to Croatian customers
- Croatian customers can expect competitive prices, reliability and service that cares

Zagreb, 7 June 2013

RWE Hrvatska d.o.o., a subsidiary of the German RWE Group, has closed the acquisition of Energija 2

Sustavi d.o.o., an electricity supply company which, after starting its operations in 2012, is successfully
growing in the Croatian market.

“RWE confirms its successful long-term cooperation with Croatia and has aspirations to bring
advantages to Croatian citizens already enjoyed by 16 million of our customers in Europe. The acquisition
of Energija 2 fits perfectly with RWE’s strategy to grow organically in new markets with limited
investments.”, said Karl Kraus, CEO of RWE Hrvatska.

“We will do our best to offer Croatian customers cheaper energy prices, the reliability of an international
company and service that cares”- said Miroslav Kulla, COO of RWE Hrvatska.
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“Our goal is to increase our portion of total supply in Croatia from present 0,5 2% to 10 26”.
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RWE

The energy to lead

RWE Energija

Informacije

Tarifni modeli nose naziv prema bojama, odnosno prema tipu brojila. Definirana

Korisne informaciie su Cetiri tarifna modela za kuc¢anstva:

PDF dokumenti i obrasci =  Plavi model — domacdinstva s jednotarifnim brojilima;

Kalkulator uitede = Bijeli model — domacdinstva s dvotarifnim (i rjede trotarifnim) brojilima;

= Narandasti model — domacinstva s karti¢nim brojilima;

Pitanja i odgovori

U nasem fokusu su domacinstva s jednotarifnim i dvotarifnim brojilima (odnosno s plavim i bijelim tarifnim modelom). S obzirom na tarifu
mozete izracunati godisnju ustedu na osnovi troskova pla¢anja racuna za utrosenu elektricnu energiju.

Ukoliko Zelite saznati kolika ¢e biti usteda slobodno nas kontaktirajte!
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Information for customers
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tel: 01 6427 - 100
E g e = st . fax: 01 8427 - 117

Smanjujemo iznose mna Vasim racunima za el. energiju.

NE MNAPLACLUJENMO: = AMNGAFIRANU SMAGU
- OPSKREMNLU MNAKNADIL
= TERECEMNJE

U cdredenim uvietima mofemso pomuditi | druge pogodnostl swojim kupcima.
Mpr. filkksmu djenw struje za wrijeme trajanja ugosora.

Kako promijeniti dobawvlja&a elektritne energije
1. Popunibe i owvjerite - Zahtjew za dostaww mjernih podataka ™
FPotrebms je poypuniti ssmo: Marhe, Sdress, 018, Datum, Potpis, PeZat)
2. PoZaljite nam Zahtjewv na fax: 01 G327 - 117 iili
skeniran e-maiblom na: info@e-Z_hr
ER Nai analitiCari izraduju ponwudu - na ocsnowvu vatihh mernib podatasics w zadnjifn 12 mjeosci
4. Ukolikko Warmn nafa ponwda odgovara potpisuje se ugowor

Swve ostalo mi cemo odradit] za vasl

- wak umnzmmmummlmmﬁlrﬂmm D WS i nEEta e o b
**1zrada kndh [ []

Promjena dobawvijafa elektricne energije

S reostaw na Wi trebate samo potpisat] potrebmnee dokurmente. Swve ostalo mil Semmwo rado odradit] za vas.
Brza Owisno o watem ugoworu prijelaz na novog dnba'u’ljala moEe bitl izwrien od 1. u sljededfern
mjesecu il po istelu otkazrog roka u L= s T L .
Besplatma Me laduju se nikakwe L die ili penali za promj dobawijaE
Mema ogranifenja u broju prosr ol ol @ &
Ber mahwvata na wasirm Fromjena dobavijaia elektrifne energije me z.ahtjeua
Instalacjama apsolutno nikalwe zabvate ma vaZim po i 1 (=
[ ba je Za sigwmost opskrbe | stabilnost sustava brimne se HEF ODS. Zato njima placate toe.

o P E arimas ™
U shuéaju da se bilo Eta dogodi, s vaslm dobawljadem struje, autcmarsk] vaiu opskrbu preuzirma
HEFP ODS%. Do Easa kada izaberete novog dobeavljaia.

Matin ofitanja broajila Brojila | dalje ofitawa HEF ODS i rezultate ofitanja dostawvija nama.
" pr i) 1

Jawite nam se jos danas. Saznajte koliko moZzete ustediti!

Energifa 2 sustawi dlous. = Businska cesta SB = 10010 Fagreb | Croastia) 5
Trgowadki sud u Fagrebu, rjefenje br. T-1 1/ 000EE5-2 © Temeljnl kapital 220000000 kn © Direktor: Zoram MilEa
B 51103558092 * MB ZTESTAS ° MBS 080771938 ~ FR 2500009 — 1101355346
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lista

Referentna

Gradovi (14)

a. Grad Umag
2. Grad Kastela
3. Grad Pbakovo

Pravosude i drZavna uprava (12)

ad. Trgovacki sud u Zadru

2. Trgovacki sud u Splitu

Akademske, kulturne i sportske institucije (9)

a. Hrvatska akademija znanosti i umjetnosti
2. Sportski objekti Samobor
3. Arheoloski muzej Zagreb

Obrazovne institucije (26)

a. Prirodoslovno-matematicki fakultet u Zagrebu

2. Prirodoslovno-matematicki fakultet u Splitu

3. Fakultet elektrotehnike i racunarstva u
Zagrebu

q . Sveucdiliste u Splitu, fakultet gradevinarstva,
arhitekture i geodezije

5. Agronomski fakultet

6. Pomorski fakultet u Rijeci

7. Pravni fakultet u Rijeci

8. Sumarski fakultet u Zagrebu

o. Fakultet strojarstva i brodogradnje u Zagrebu

10. Prva gimnazija
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Extract from the refe[)egéig Lig -

a. Opcina Hrvace
2. Opcina Novigrad
3. Opcina Matulj

Zdravstvo (15)
a. Dom zdravlja Bjelovarsko-bilogorske Zupanije
2. Dom zdravlja Zadarske Zupanije
Djeciji vrtici (16)
a. Djecdji vrtic ,,Sunce’” Zadar
Grigor Vitez
3. Djecdji vrtic ,,Cvrcak” Solin

Ostali (1L0)

a. Narodne novine d.d.

2. Hrvatski zavod za zaposljavanje

3. Vodoopskrba d.o.o.

q. Hrvatski registar brodova

5. Hrvatska lutrija d.o.o.

6. Sisacki vodovod

7. Luka Vukovar

8. Liekarne Splitsko-dalmatinske Zupanije
o. Vrelo d.o.o. za komunalne djelatnosti

10. Komunalni centar Ivanié-Grad
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Additional information on the new entrant:

* Energija 2, which was bought by RWE, had app 23.000 Euro
profit in 2012 (75.000 MWh)

* 10 % of the Croatian market is 1.500 GWh (of Croatian
consumption)

— | % of total RWE supply and trade quantities
— 7% of total electricity production in RWE.

 The Croatian total electricity import (excluding NPP Krsko)
is app 2.400 GWh.
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Only one day after RWE issued the press release
HRT (Croatian TV) broadcast:

“The Monopoly of the Croatian EP Comes to an End

The Slovenian company GEN-I is entering the local market, and they are
announcing even 30% cheaper electrcity.

The company says that they will offer lower price than other suppliers
,and they guarantee that the prices will not change until the end of
2015.

By the end of 2013, this company expects 20.000 customers in Croatia,
and by the end of 2016 they plan to take over 17% of the market.”



GEN-I offers:

Z 2 /-‘-’i

Obiteljska kuéa [(bez grijanja) godiSnja potrosnja 3750 kWh

HEP GEN-I

764 268
502 202

naknada i trosSarine 20 20
PDV 321 272

ukupno 1.607 kn 1.362 kn

Dnevnik
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After GEN-I Press Release, newspapers announced:

“ The German electricity company starts tomorrow an intensive campaign for
acqusition of potential customers in Croatia to whom they will offer cheaper
electricity than that coming from HEP.

German RWE presented three customer packages in the form of contracts for
one, two or three years with savings of 5, 7 and 10%.

They say that for consumption of 6.000 kWh, with the most favourable model,
the customers can have from 25 to 35% savings, and in extreme cases of small
consumption up to 60%.

Starting tomorrow, RWE will have more than 250 agents offering the citizens

to change their supplier with just two signatures, without having to change the
wiring or the meter”

110
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The same day a website published the following article:

e Do those in HEP know what market liberalization is?
arrl

,A member of HEP management is not familar with the basics of the
market opening processes”

111
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Why is this information interesting?

* Are there many people in HEP (and the government) who thought
this would be happening two-three years ago?

*  Why is this happening?
— Croatia will become an EU member
— has to comply to EU rules on electricity market
— fines possible for non compliance;

— TSO, DSO, regulator have to have transparent and equal
approach to all suppliers

— RWE is big market player and has authority as such
— 16 % of total consumption is being imported
— All of the above or other reasons +...

* Is this real market opening?
12
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What will happen after January I, 2015 in BiH?

* Electricity costs of fictional 10 kV customer connected to the DSO
X whose annual consumption of 1.000 MWh

Supplier Total (KM) (includes same network fee)
PS X (0% RR) 337.909 @
PS Z(6% RR) 170.788
PS Z Export Price (average: (€44/MWh) 191.625 e
Market price (€55/MWh) 200.954
e

13



What will happen after January I, 2015 in BiH?

* Electricity costs of fictional 10 kV customer connected to the DSO
X, whose annual consumption is 1.000 MWh

Supplier Energy & Supply (KM) Network fee (KM) Total (KM)
PS X (0% RR) 249.909 88.007 337.909
PS Z(6% RR) 82.781 88.007 170.788
PSY Export Price 103.618 88.007 191.625
Market price (€55/MWh) 112.947 88.007 200.954

14
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337.909 vs. 200.954 KM !1??

*We know 200954 KM does not include all costs but the
difference in cost is huge

— 10 kV customers subsidize households
— Additional contract with BRP is needed
— Supplier cost should be added

-But even if all these costs are added to 200.954 KM, there is still
room for savings

— This is true even if the average export/import price is over 50 €

*We should try to create preconditions so that a customer has the opportunity
to choose its supplier

15
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After the Gap Analysis five Task Forces were established

»Metering

»DSO as a market facilitator

» Contracts

»Load Profiling and balancing Settlement

»Billing and Collection (covered in TF Contracts and
TF DSO)

16
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> Two Seminars held

» Contracts, Billing, Collection, SOLR, DS - one day
»DSO & Metering — two days

»Based on the best international practice and EU
codes, necessary roles and processes described

»Gaps in roles assignment and processes in local rules
identified and recommendations proposed

17
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This Workshop addresses:

What we have to do in order to establish the DSO as the
retail market facilitator

Which roles and processes have to be created and
assigned in order to have metering processes ready for
January 1.2015.

What  standardized contracts between market
participants should look like to support market function-

ing
Other processes identified in the Gap Analyses

18
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This Workshop addressees:

What Regulators, DSOs, Transco, ISO have to do in order
to allocate costs of imbalances to all customers who
incurred them.

What the next steps are to prepare the sector for January
1.2015.

19
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Lessons Learned

* Retail market opening is coming sooner or later,

e Itis better to prepare everything possible on time rather
than do it in hurry in any event when customers decide to
switch supplier,

* Some international examples prove it could be chaos if the
market opens in a hurry ,

* Let’s do what we can by January I, 2015,

120
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HVALA!

21
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