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To be covered:

* Licensing — International practice
* Gap Analysis = RSERC Rules
* Gap Analysis — FERC Rules

 Issue to be discussed
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Licensing - International practice

Basic principal objective of licensing
to protect the interests of existing and future consumers
interests include security of supply
by promoting effective competition
To comply with principal objective
the licensees must:
— be able to finance their activities
— have technical means to perform their activities

— have employees to perform their activities
— meet demand for electricity
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Application Process for new licenses

Rulebook on licenses and other document should
explain:

* How to apply

* When to apply

* Where to send applications to

* How and what to pay

* What happens next

— Application acknowledgement
— Duly made or incomplete application notification

— Notice of application
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How long does the application process take?

* Usually a period to issue/reject the license is
prescribed

 Ofgem: 45 days

* US- Maine: 30 + a possible 30 day extension
* Croatia: 30 + a possible 60 day extension

* Serbia: 30 days

* If additional time is needed, the applicant is
notified

* Tacit Authorization is applied in some
jurisdictions
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Some jurisdiction apply Tiered application
process (Ofgem) to analyze the application

 Initial verification checks by regulator of the
submitted applicant documents Risk-based tiered

application process is applied

* If additional information is needed the applicant
will be required to submit it

* A license application may be refused at any time in
the application process if it does not meet the
general criteria

* All license applications are scored against risk
assessment criteria
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Some jurisdiction apply Tiered application
process (Ofgem) (cont’d)

Key areas of risk assessment:

* unexplained discrepancies between the information provided in the
application and the relevant official sources;

* difficulty verifying information provided;
* readiness/intent to use license for the purpose for which it is granted.
* risk assessment levels:

— Low =0 points

— Medium = | point

— High = 2 points
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Some jurisdiction apply Tiered application
process (Ofgem) (cont’d)

Risk score:

* 3 or more points against the tier | risk assessment criteria - the
application may be moved to tier 2 and the applicant asked to provide
additional information and documents required under tier 2

* 2 or more points against the tier 2 risk assessment criteria - the
application may be moved to tier 3

e Applicants that are moved to tier 3 will be:
— requested to provide original identification documents; and

— attend an interview with Ofgem to review and discuss any
remaining issues and specific concerns with applicant directly
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Overview of tiered application process

TIER

O Proof of contact with the
relevant Code Administrators

O Certified coples of any
documents that verify
Information provided in
application,

O Detalls of any licence ar
authorisation refused,
revoked, terminated by any
other regulatory body

O Applicants bank, Auditors,
Solicitors details
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Checks

Carry out checks with official sources to verify that the information
received in support of an application is correct:

whether details provided in an application match that held by official
sources;

the date of incorporation and company type;
whether the filing history is up to date;

whether official sources have an 'insolvency history' for the
applicant;

10
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Checks (cont’d)

* that the director and shareholder information provided for the
applicant matches the records filed with official sources;

* whether any of the directors or major shareholders are listed on
official sources' disqualified director list;

e whether there is any evidence of insolvency/bankruptcy
* prohibited names

11
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Checks (cont’d)

Ability of license holders to finance their activities

* Evidence of Financial Capability
— 100.000 kn in Croatia
— General provision in Serbia
— 10% of the value of yearly supply to certain customers (Maine)

— In accordance to provisions of the Utilities Act (UK)

 Financial securities
— An irrevocable letter of credit

— Deposit

12
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Checks (cont’d)

Evidence of Technical Capability

* Organization chart in accordance to “industry standards

bal

* |IT system to perform supplier duties
 Staff qualification to perform licensee’s duties

13
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Gap Analysis-RSERC
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Issue Document Acrticles/Item Responsible Party Note
Responsible parties to issue license RS Energy Law Articles 13 RSERC
RS Electricity Law 56, item 1
Does a Guideline for electricity license RSERC Electricity Law | Article 54 &56 RSERC Specific Guidelines do
application exist Rules on licensing not exist but the Law and
Articles 7-22 the Rules describe
procedures.
Do the application forms exist Rules on licensing Article 8 RSERC
Does a timeframe concerning processing of | Rules on licensing RSERC No timeframe
application exist concerning issuing a
license.
Do the payment details and fee exist Rules on licensing Acrticle 10, item 3 RSERC
Decision on licensing
fee 1.1.4.
Does the Commission confirm recipient of [ Rules on licensing Article 9 RSERC In case the application is
an application duly made; otherwise,
No.
Is the procedure to submit additional Rules on licensing Article 13 RSERC and Applicant | Deadline does not exist.
documents in case of incomplete application
envisaged? Is the deadline to provide this
defined?
If the application is acknowledge as duly Rules on licensing Article 15 RSERC RSERC publishes the
made does the Commission request the information.
applicant to publish an application notice
Is the time for the regulator to accomplish | Rules on licensing No

the process determined

15
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Issue Document Acrticles/Item Responsible Party Note
Time period extension to grant Rules on No
the license — Does the concrete licensing
explanation exist
Does the tacit authorization mode | Rules on No
exist licensing
After notification that a supplier | Rules on Article 13, item3 | RSERC Not clear if RSERC can ask for additional information
application is considered duly licensing & Article 15, item after it has notified the applicant and the public that
made, can the regulator request 1 the application is duly made.
additional information if
additional information is needed
and what is happening with the
clock counting
Does a list of needed documents | Rules on Article 23 & 27 RSERC
exist licensing
Do criteria to access the Rules on Article23a)tol) [RSERC Article 23 v),g),d),e),i) are too general.
acceptability of the submitted licensing Acrticle 27, a) to Q) Article 27. b) is too general.
document exist
Do criteria exist to issue the Rules on Article 28, a) to dj) | RSERC Article 28, b), v), g), d)?are too general
license licensing Nothing about customer information system and

billing.

16
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Issue Document Acrticles/Item Responsible Party Note
Do the Checks See Table A
following Prohibited No
criteriaexistto | names
check if the Ability of Rules on licensing | Article 28, dj) RSERC too general
applicant is license holders
suitable for to finance their
granting activities
license. Statements Rules on licensing No
relating to
vulnerable
customers
Holding of other | Rules on licensing RSERC The Rules do not forbid a distributer to hold a
licenses by supply license but the precondition is to have

supply licensees

unbundled supply and distribution-accounting
unbundling as the minimum.

Premises and
area to be
supplied

Rules on licensing

Article 27, g)

It is about quantities only.

Extension or
restriction of a
supply license

Rules on licensing

Article 32, dj)
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Gap Analysis - FERC
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Issue Document Acrticles/Item Responsible Party Note

Responsible  parties to issue | FBiH Electricity Law Articles 14 FERC

license

Does a Guideline for electricity FBiH Electricity Law Article 79 FERC Specific Guidelines do not exist but the

license application exist Rules on licensing Law and the Rules describe
Articles 7-22 procedures.

Do the application forms exist Rules on licensing Acrticle 9 FERC

Does the timeframe concerning Rules on licensing FERC No timeframe concerning issuing the

processing of application an exists license.

Do the payment details and the fee [ Rules on licensing Acrticle 10, item 3 FERC

exist Decision on licensing fee
1.1.4.

Does the Commission confirm Rules on licensing Acrticle 10/(2) FERC 30 days after the regulator receives

recipient of an application the application.

Is the procedure to submit an Rules on licensing Acrticle 11 FERC and Applicant A deadline does not exist.

additional document in case of

incomplete application envisaged.

Is the deadline to provide this

defined?

If the application is acknowledged [ Rules on licensing Acrticle 15 FERC FERC publishes the information.

as duly made, does the

Commission request the applicant

to publish an application notice

Is the time for the regulator to Rules on licensing No

accomplish the process determined 19
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Issue Document Acrticles/Item Responsible Note
Party
Time period extension to grant the license — Rules on No
Does a concrete explanation exist licensing
Does the tacit authorization mode exist Rules on No
licensing
After notification that a supplier application is Rules on Article 12/(1)&(2)
considered duly made, can the regulator request | licensing
additional information if it is recognized that
additional information is needed and what is
happening with the clock counting
Does the list of needed documents exist Rules on Article 19 & 29 Applicant
licensing
Do criteria to access the acceptability of the Rules on Article 29/(2) a) to f),i) | FERC Article 29 / (2) other than a) to
submitted document exist licensing and o) f), 1) and o) are too general
Do criteria exist to issue the license Rules on Article 33/3, d) FERC Article 33 / other than d) are
licensing too general
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Issue

Document

Articles/Item

Responsible Party

Note

Do the following
criteria exist to
check if the
applicant is
suitable for
granting a
license.

Checks See Table A

Prohibited names

No

Ability of license
holders to finance
their activities

Rules on licensing

Avrticle 33/ 3, e) and

h)

FERC

Article 33/ €) and h) are too
general

Statements
relating to
vulnerable
customers

Rules on licensing

Acrticle 34/, e)

Holding of other
licenses by supply
licensees

Rules on licensing

Article 33/(1),(2)

Rules do not forbid a distributer
from holding a supply license

Premises and area
to be supplied

Rules on licensing

Article 29/ (2), m)

Extension or
restriction of a
supply license

Rules on licensing

Article 34/mj)
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Issue to be discussed

Conclusions on Gap Analysis and International
practice

RSERC and FERC Rulebooks on licensing cover
the process and comply with international practice

The following issues should be considered to
improve the licensing process:

— Financial capacity and security to award supply license

— Technical capacity (IT system, software, qualified staff)

— Introduction of a limited time to issue a license or reject
an application

— Whether official sources provide data to check eligibility

of an applicant
22
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Issue to be discussed (cont’d)

Needed technical capacity to perform supplier
service in regard to:

Supplier’s role in switching process

Supplier’s role in supplier-centric customer
interface

Supplier’s role in regard to billing

Supplier’s role in regard to interface with DSO,
ISO, Balancing Responsible Party

Supplier’s role in regard to metering data
processing
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HVALA
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