Capacity Building for the Energy Agency

ANNEX C1

STANDARD TWINNING PROJECT FICHE

1. Basic information
1.1 
Programme:

IPA 2011
1.2 
Twinning Number:
SR 11 IB EY 01

1.3 Title:
Capacity Building for the Energy Agency of the Republic of Serbia
1.4 
Sector:


Energy
1.5 Beneficiary country:
Republic of Serbia
2. Objectives

2.1  Overall objective: 

The overall objective of the project is to contribute to the implementation of commitments undertaken in the framework of the Energy Community Treaty and its amendments, including the implementation of the Regional Energy Market.

2.2 Project purpose 

The purpose of the project is to build the capacity of the Energy Agency of the Republic of Serbia (AERS) so that it is capable of developing and implementing regulatory policies and strategies, and overseeing the necessary reform of the energy sector.
2.3 Link with the AP/ NPAA / EP/ SAA

The latest available and relevant European Partnership from February 2008 (Title: Sectoral policies, subtitle: Energy ) sets out the sectoral short-term priorities such as: 

· Fulfil the obligations arising from the Energy Community Treaty 
 as regards the full implementation of the Acquis on the internal gas and electricity market and on cross border exchanges in electricity and ensure smooth functioning of the independent Energy Regulatory Agency (AERS). 

· Continue environmental audits on energy plants, addressing the worst polluters, ensure unbundling with a view to restructuring and opening up the market and make further progress towards a regional energy market, in particular by improving interconnectivity with neighbouring countries.

European Partnership sets out the forthcoming mid-term priority: 

· Continue to implement regional and international commitments with a view to establishing a competitive regional energy market.

The Stabilization and Association Agreement (Title VIII, Cooperation Policies, Art. 109-Energy) envisages the following:

Cooperation shall focus on priority areas related to the Community Acquis in the field of energy. It shall be based on the Treaty establishing the Energy Community, and it shall be developed with a view to the gradual integration of Serbia into Europe's energy markets. Cooperation may include in particular: 

a) the formulation and planning of energy policy, including modernisation of infrastructure, improvement and diversification of supply and improvement of access to the energy market, including facilitation of transit, transmission and distribution and improvement of energy interconnections of regional importance with neighbouring countries. 

b) The promotion of energy saving, energy efficiency, renewable energy and studying the environmental impact of energy production and consumption; 

c) The formulation of framework conditions for restructuring of energy companies and cooperation between undertakings in this sector 
Action Plans for implementation of the Treaty Establishing the Energy Community (developed by the Energy Community Secretariat and the Contracting Parties) in the electricity and gas sector have been adopted. According to the stipulations of the Action Plans for Serbia, apart from the Ministry of Energy and Mining, considerable responsibilities for their implementation have been entrusted to AERS.

2.4 Link with MIPD

In the MIPD 2009-2011 (Section 2.3.1- Ability to assume obligations of membership, 2.3.1.3 Objectives and choices, point 5. “Support the development and implementation of strategies and policies in order to establish sectoral policies and a regulatory framework compatible with European standards” 

The MIPD 2009-2011 envisages the following main priorities and objectives in the energy sector: 

· Particular attention will be paid to the development and implementation of strategies and policies in order to establish sectoral policies and a regulatory framework compatible with European standards. Support should be provided to assure independence and efficiency of regulatory bodies (Page 15)

· Energy: Compliance support to meet the needs of the Energy Community Treaty, relevant Community Directives and regional market obligations; compliance of legislation with the Acquis (Page 28). 

2.5 Link with National Development Plan 

N/A

2.6 Link with National/ Sectoral Investment Plans   

The National Programme for Integration with the European Union (NPI) identifies as short term priorities: transfer of the missing provisions of the Directive2003/54/ЕC concerning Internal Electricity Market, the Directive 2003/55/ЕC concerning Internal Gas Market and the Regulation 1228/2003 concerning the Access to the Electricity Network for Cross-border Electricity Exchange into the legal system of the Republic of Serbia. The NPI also foresees transfer of the following acts into Serbian legislation: the Directive 2001/77/EC on the promotion of the electricity produced from renewable energy sources in the internal electricity market; the Regulation 1775/2005 on conditions for the access to natural gas transmission networks; the Directive 2004/67/EC of 26 April 2004 concerning measures to safeguard security of natural gas supply and the Directive 2005/89/EC concerning measures to safeguard security for electricity supply and infrastructure investment.

Energy Development Strategy up to 2015 underpins taking measures for joining the Energy Community. It identifies the Energy Agency as the most important new institution related to its role, competencies and responsibilities, emphasizing the Agency’s role in monitoring the implementation of relevant institutional instruments of the Strategy (Chapter 2.3). The Strategy also explicitly states the need to achieve harmonisation with the energy Acquis. 

The Programme for the Implementation of the Strategy for the Development of the Energy Sector 2007 – 2012, explicitly states the need to achieve harmonisation with the energy Acquis.
The National Strategy of Sustainable Development (Chapter 3.3- Energy) emphasizes the commitment of the Republic of Serbia to the Treaty Establishing the Energy Community as one of the means to achieve sustainable development of the energy sector.

The National Strategy of Economic Development of Serbia 2006-2012 (Section 5.4 Infrastructure, 5.4.1 Energy and Mining) has the following objectives and measures/ activities to achieve these objectives: 
· Harmonize the practice and legislation with the EU (Implement the provisions of the Energy Community Treaty; Further harmonize the legal framework with EU Directives)

· Legislative activities (Harmonize the relevant regulations with the EU;  Establish a legal framework and identify incentives for better use of renewable energy sources)

3. Description 

3.1 Background and justification: 

Background

Taking into consideration ten years of delay in the liberalization of the energy sector compared with other SEE countries, Serbia achieved a remarkable advance in adjusting its legal framework (Energy Law, Energy Development Strategy, secondary legislation), institutional framework (establishment and full operation of the Energy Agency of the Republic of Serbia and Energy Efficiency Agency) and industry structure (unbundling of the electricity and natural gas incumbents) to EU standards. 

In order to introduce market mechanisms and competition in energy supply, and to attract the necessary foreign investment in the Serbian energy sector, it is vital that a stable and transparent regulatory regime is established. To that effect, for the purpose of regulating energy markets, the Energy Law (2004) allocated wide‑ranging responsibilities to AERS, with respect to price regulation, licensing, market surveillance and dispute settlement:

· setting the methodologies and tariff systems, as well as providing opinion on prices proposed by regulated companies (before approval of the Government) for:

· use of system charges for electricity and natural gas transmission and distribution;

· use of system charges for oil and oil derivatives transportation; 

· electricity and natural gas prices for tariff customers;

· use of system charges for natural gas storage;

· heat produced in CHP plants.

· specifying the criteria and methods for determining electricity and natural gas transmission and distribution system connection charges;

· monitoring implementation of the methodologies and tariff systems; 

· issuing and revoking of licenses; 

· monitoring of compliance with license conditions; 

· keeping the register of issued and revoked licenses; 

· deciding on appeals against acts of energy entities on refusing access to the electricity and gas transmission or distribution system, access to natural gas storage, as well as decision on refusing access to oil and oil derivatives transportation systems; 

· deciding on appeals against decisions of energy entities on connection of facilities of producers and customers to the transmission or distribution system for electricity and natural gas, i.e. appeals against failure to adopt a decision on a submitted application for connection; 

· approving the network codes;

· approving the electricity market code; 

· approving of natural gas storage system code; 

· specifying the criteria for acquiring the status of eligible customer;

· specifying the eligible customer status at customer’s request; 

· keeping the register of eligible customers; 

· monitoring behaviour of energy entities in terms of pricing, account separation, and compliance with other prescribed conditions of carrying out energy activities, in accordance with the Energy Law and rules passed on the basis of that law; 

An important part of Agency’s activities is associated with the implementation of international agreements ratified by Republic of Serbia. This is related to The Treaty Establishing the Energy Community, the European Partnership and Stabilization and Association process. 

The previous technical assistance projects provided to AERS (listed in Chapter 3.7 of Project Fiche) significantly contributed to setting a robust regulatory framework related to price regulation, and building the institutional capacity of AERS in a way it is capable to discharge its duties as required by the current Energy Law, which is noted in relevant reports of the Energy Community Secretariat and EC. 

Justification

It should be noted that significant workload remains on Serbian institutions related to the full transposition and implementation of the “Second Package” of Energy Acquis, which is an obligation derived both from the Stabilization and Association Process (hereinafter: SAP) and the Athens Process (i.e. the Treaty Establishing the Energy Community). Moreover, The Treaty Establishing the Energy Community has been amended with several pieces of legislation, among others the Directives on Security of Supply for electricity (2005/89/EC) and natural gas (2004/67/EC), Congestion Management Guidelines (Commission Decision 2006/770/EC), Directive on renewable energy sources (2001/77/EC) and Regulation 1775/2005. The stipulations of those Directives and Regulations, including those related to the regulatory authorities, have not been transposed in the Serbian legal framework yet. Furthermore, the recent adoption of the “3rd Package” of the Energy Acquis in EU, and the need to transpose it into the Serbian legal framework within the SAP (and, most probably, also within the Athens Process) in mid term, brought a new challenge to Serbian institutions.
In order to achieve full compliance with aforementioned obligations, the Ministry of Mining and Energy prepared amendments to the Energy Law, which contain, among others, provisions expanding the jurisdiction of AERS and imposing significant new obligations on AERS.

It is expected that AERS will put in place all secondary legislation within its jurisdiction, required by the amendments of the Energy Law by the commencement of this project; however, limited experience of the AERS staff on these new regulatory tasks, as well as significant workload related to its “old” responsibilities may be a bottleneck for the actual implementation of the amendments. Furthermore, the development of the electricity and natural gas markets from simple to more advanced forms needs to be accompanied by adopting the existing regulatory instruments to new circumstances. Engaging an experienced twinning partner for operational support to day-to-day operation of AERS has been identified as the most convenient way to mitigate the aforementioned challenges, and secure that implementation of the EU Acquis (in line with best regulatory practice) is not significantly lagging behind its transposition into the Serbian regulatory framework. 

The twinning project shall contribute to mitigation of the following further needs of AERS:

· continuous improvement of regulatory practices in the areas of price regulation, quality of supply, energy market monitoring and regional regulatory cooperation in line with best EU regulatory practice and development of the energy market to more complex forms

· implement existing AERS operating procedures and further develop AERS performance and knowledge base related to security of supply and renewable energy sources

· adjust the AERS organisation to the demands arisen from expanded regulatory competencies (amendments to the Energy Law; amendments to the Treaty Establishing the Energy Community) and more mature energy markets

It should be noted that know- how required to address the identified specific needs is primarily located in the regulatory authorities of the MS, rather than in private sector.

3.2 Linked Activities:

Energy Regulatory Authority is already being supported by EU funding. This support has been realized through following projects:

· ERA Blueprint and Feasibility Study “Blueprint for the Serbian Energy Agency”, project 01/SER01/01/303, CARDS 2001, done by KPMG

· “Creation and Operation of the Serbian Energy Agency”, CARDS 2004, project 04SER01/06/008 financed by EAR, Operational grant for securing financing of establishment and the first two years of operation for AERS
· Technical assistance project “Establishment and Operation of the Energy Regulatory Agency in Serbia”, CARDS 2004, Europe Aid 114376/D/SV/YU) done by KEMA Consulting International (finalized in June 2006)
· “Technical assistance to the Energy Agency of the Republic of Serbia”, CARDS 2006,  project 06SER01/07/002,  implemented by KEMA Consulting International. 

· „Further assistance to the Energy Regulatory Agency” (Europе Aid/ 126972/ C/ SER/ YU), project in progress, implemented by Mercados EMI, financed by IPA 2007

This project follows up previous CARDS and IPA funded assistance to the reform and restructuring of the energy sector in Serbia and the development of the Regional Energy Market. While the previous projects were focused on establishment of the AERS and development of various mechanisms, procedures and secondary legislation, this project is aimed to contribute to their practical implementation in accordance with best regulatory practices. Furthermore, due to new obligations of AERS as a consequence of the amendments to the Treaty Establishing the Energy Community and the Energy Law, the project will cover components which were not covered by the previous projects (security of supply, renewable energy sources).

3.3 Results and Measurable Indicators

Mandatory results and activities will be commonly elaborated and defined more precisely by AERS and MS partner during the preparation of detailed Twinning Work Plan. Project partners will draft Work Plan jointly and will take part in strategic decisions regarding project implementation. By regular project monitoring and continuous close cooperation of AERS and MS administration, the activities of the project will be fine-tuned to address the actual needs and to ensure the achievement of the results as foreseen in the project fiche.
Result 1: 
Upgraded price regulation capacity of AERS

Measurable indicators: 

· Pricing methodologies and tariffs systems approved and implemented in compliance with EU Energy Acquis and best regulatory practices; 
· Issued amendments on existing pricing methodologies and tariffs systems if necessary;
· Number of trained staff.
Result 2: 
Strengthened capacity of AERS related to national energy markets

Measurable indicators: 

· Energy market indicators regularly monitored by AERS;
· Compliance with Amendments to the Energy Law;
· Number of trained staff.
Result 3: 
Strengthened capacity of AERS related to regional energy markets and cooperation at the regional level
· Measurable indicators: Contribution to the regular activities of the institutions of the Energy Community;
· Improved coordination with regional regulatory bodies;

· Number of trained staff.
Result 4:
Upgraded regulatory framework related to smart meter roll- out and quality of supply

Measurable indicators: 

· Proposed amendments to transmission and distribution grid codes

· Quality of supply indicators regularly monitored by AERS;
· Increased capacity to analyse quality of supply indicators;
· Number of trained staff;
Result 5: 
Upgraded capacity of AERS related to renewable energy sources

Measurable indicators: 

· Secondary legislation issued by AERS supporting development of renewable energy sources (hereinafter: RES); 

· Proposed amendments to market rules and grid codes if necessary;
· Number of trained staff.
Result 6: 
Enhanced organizational and management capacity of the AERS

Measurable indicators: 

· Changes in organisational structure (if necessary) and management procedures prepared, reviewed and adopted;

· Compliance with Amendments to the Energy Law;  

· Compliance with obligations related to the Treaty establishing the Energy Community;
· Number of trained staff.
3.4 Activities: 

Activities related to result 1 - Upgraded price regulation capacity of AERS:

1.1 Review the current methodologies, procedures, templates and practices related to price regulation in electricity, natural gas and district heating sub- sectors;
1.2 Support AERS in approval and implementation of existing, and/ or developing new pricing regulations;
1.3 Assess the feasibility of integrating quality of supply in the price regulations; 

1.4 Assist AERS, through staff training, to improve capacity to develop and implement price regulation (focus on regulatory treatment of asset valuation, depreciation, WACC, losses, entry- exit tariffs, regulatory tests, regulatory investment incentives)

Activities related to result 2 - Strengthened capacity of AERS related to national energy markets:
2.1 Review the current methodologies, procedures, templates and practices related to Serbian energy market;
2.2 Support AERS in implementation of existing, and/ or developing new regulations, procedures and practices related to market surveillance and enhancing the functioning of Serbian energy markets;
2.3 Assist AERS, through staff training, to improve its market monitoring capacity. 

Activities related to result 3 - Strengthened capacity of AERS related to regional energy markets and cooperation at the regional level:
3.1 Review the current activities of AERS within the Energy Community institutions

3.2 Support AERS in its activities in the Energy Community institutions on various issues related to the SEE regional market (regional market design, coordinated auctions, ITC mechanism etc.)

3.3 Provide training and support for AERS staff for all of  these activities

Activities related to result 4 - Upgraded regulatory framework for smart meter roll- out and quality of supply monitoring:
4.1 Review functional requirements for smart meters defined in transmission and distribution grid codes

4.2 Review AERS practices in quality monitoring; if necessary prepare a plan for harmonization with the requirements of the 3rd Package of the Energy Acquis;
4.3 Assist AERS in aforementioned harmonization activities;
4.4 Provide on- the- job training and support for AERS staff for all of those activities.
Activities related to result 5 - Upgraded capacity of AERS related to renewable energy sources:

5.1 Review the current legal framework (especially license conditions, grid codes, market rules, connection pricing methodologies etc.) and operational practices with a view to identify possible barriers for investment of RES;
5.2 Support AERS in its activities on mitigation of barriers for investment in RES; 

5.3 Assist AERS, through staff training, to improve its background concerning RES 

Activities related to result 6 - Enhanced organizational and management capacity of the AERS:

6.1 Review the current responsibilities, organization, functions, staffing and management systems of AERS through discussions with officials at all levels;
6.2 Prepare a Management Plan for AERS identifying any recommended changes in organizational/ functional structure, staff numbers, skill needs and other resource requirements.  Embed procedures for the annual updating of the plan;
6.3 Undertake a Training Needs Analysis (hereinafter: TNA) for AERS to implement the Management Plan and prepare a Training Plan and Human Resource management procedures;
6.4 Support the initial implementation of key aspects of the Training Plan through seminars, workshops and study tours;
6.5 Assess the need for non-staff resources necessary for the implementation of the Management Plan and prepare strategies (including outsourcing if necessary) to overcome any resource constraints identified.

3.5 Means/ input from the MS Partner organization

3.5.1 Profile and tasks of the Project Leader

The MS Project Leader will manage the project team of selected member state(s) and co-ordinate the implementation of activities. The MS Project Leader will establish and maintain links between experts from member state and beneficiary state, ensuring good communication and coordination with MS, AERS, other partners and stakeholders. He/she will also be responsible for ensuring that experts input and distribution of their working days will be used in the most efficient and effective way.

The MS Project Leader continues to work in his/her MS administration but devotes a portion of his/her time to conceiving, supervising and coordinating the overall thrust of the project. The MS Project Leader directs the implementation of the project, in cooperation with the BC Project Leader and the RTAs.

The Project Leader should have the following profile:

· The MS Project Leader should be a high-ranking official commensurate with the requirement for an operational dialogue and backing at political level.
· Minimum of 7 years of professional experience in Administration of selected MS is requested

· Experiences in work in international and multicultural environment

· Overall understanding of the problems and solutions in the energy sector

· At least three years of experience on managerial position,
· Familiar with twinning rules and procedures

· Proven organizational skills and
· Fluency in English

The MS Project Leader is expected to devote to the project a minimum of three days per month including one visit every three months.

The MS Project Leader will closely collaborate with the BC Project Leader who will manage a project team at the Serbian side and will assure that the decision makers at the Ministry level will be informed properly on the implementation of the project. The BC Project Leader will ensure close co-operation and overall steering and coordination of the project. He/she will chair Steering Committee meetings. 
3.5.2 Profile and tasks of the Resident Twinning Advisors (RTA)

Two (2) Resident Twinning Advisors with an input of 18 months each are envisaged for this project. 

Tasks of the RTA 1:

· Advise the AERS management in the issues related to price regulation. 

· Review the current methodologies, procedures, templates and operational practices related to price regulation 

· Support AERS in implementation of existing, and/ or developing new pricing regulations 

· Review current practice of AERS concerning integration of quality of supply in the price regulations; propose improvements of the treatment of quality of supply in regulatory practice of AERS

· Provide on- the- job training and support for AERS staff for all of  these activities

· Support the Member State and AERS project leaders to co-ordinate short-term expert inputs, undertake required reporting and oversee the achievement of benchmarks and mandatory results (working in close cooperation with the RTA 2).

Qualifications of the RTA 1:

· Required: Advanced university degree in economics, business administration, or related discipline.

General experience:

· Minimum 8 years experience in the energy sector, with a minimum 3 years experience in price regulation gained in an energy regulatory authority.

· Good project management, reporting, presentation and communication skills.

· Experience in project management.

· Experience in developing, coordinating, and conducting training programmes

· Advanced knowledge of English language

Specific experience:
Profound and up-to-date knowledge of the evolution of the price regulation and specific experience in its development and implementation. Knowledge of relevant EU Acquis.

Tasks of the RTA 2:
· Advise the AERS management in the issues related to the establishment of national and regional energy markets. 

· Review the current methodologies, procedures, templates and practices related to Serbian energy market

· Support AERS in implementation of existing, and/ or developing new regulations, procedures and practices related to market surveillance and enhancing the functioning of Serbian energy markets.

· Assist AERS, through staff training, to improve its market monitoring capacity 

· Review AERS procedures and templates for data collection; if necessary prepare a plan for harmonization with the requirements of the SoS Directives.

· Assist AERS in aforementioned harmonization activities

· Review the current activities of AERS within the Energy Community institutions

· Support AERS in its activities in the Energy Community institutions on various issues related to the SEE regional market 

· Provide on- the- job training and support for AERS staff for all of  these activities

Qualifications of the RTA 2:
· Required: Advanced university degree in economics, business administration, engineering or related discipline.

General experience:

· Minimum 8 years experience in the energy sector, with a minimum 3 years experience in natural gas market issues gained in an energy regulatory authority.

· Good project management, reporting, presentation and communication skills.

· Experience in project management.

· Experience in developing, coordinating, and conducting training programmes

· Advanced knowledge of English language

Specific experience:
· Profound and up-to-date knowledge of the evolution of the EU internal energy market, relevant EU Acquis and specific experience in the development and/or implementation of electricity and/ or natural gas markets. 

3.5.3 Profile and tasks of the short- term experts

· The exact input, duration and number of short-term experts will be defined during the drafting of the Work Plan.

The experts should have the following knowledge and experience gained within a regulatory authority or related institution of an EC Member State or accession country:

a) Organisational planning

b) Training Needs Analysis and delivery of training programmes; 

c) Price regulation and regulatory accounting in electricity and natural gas

d) Smart meters, smart grids, quality of supply in electricity and natural gas

e) Establishment of energy markets (gas and electricity), regional energy markets, market monitoring 

f) Renewable energy sources

g) Security of supply

Minimum qualifications required for the short-term experts:
· University level degree

· Sound knowledge of  EU acquis in area of energy and energy sector regulation and its implementation. Experience with the transitional period after the accession to EU is an asset.
· Minimum 5 years of relevant experience in energy sector administration 
· Proven contractual relation to public administration or mandated body

· Strong communication and analytical skills

· Knowledge of the Serbian language is an asset 
3.5.4 Project Management

The scope of the Twinning Project and linkages between the components will require clear project management to ensure that the Twinning achieves the mandatory results and in particular that the activities under the separate components are co-ordinated.  

Within their proposals Member States should detail the project management systems they would implement, as well as the previous project management experience of the proposed Project Leader and Resident Twinning Advisors, which will be taken into consideration during the evaluation and selection process.

3.5.5 Language/project assistant for the RTA

The RTA should have a full time project assistant for the purposes of translation, interpretation on a daily basis and general project duties at his/her disposal. The costs for hiring an assistant have to be included in the project budget. Project assistants remunerated by the project may not have or recently (past six months) have had any contractual relation with the beneficiary administration.
3.5.6 Translation

The justified need for translation should be foreseen. Provision should be made in the project budget for translation work.

3.5.7 Interpretation

Justified provision should also be made for the need for interpretation for seminars, key meetings or other project activities. It is recommended that local resources should be used for cost reasons. The RTA assistant may also be called upon for these tasks.

3.5.8 Seminars, Training, Internships, Workshops

Classical training activities are a necessary part of the Twinning project. These may take the form of seminars in Serbia or elsewhere, if justified. They may also take the form of trainee/internships, i.e. giving AERS officials the opportunity to spend time and work in MS administrations. There may also be other types of training courses (e.g. intensive highly specialised courses delivered by dedicated training institutions, provided that such training is embedded in the overall reform strategy) or workshops on particular specialist subjects. Normally traineeships in MS will be reserved for a small number of BC specialists and limited in time (3-5 months). Seminars will normally be held in BC where they can reach a larger number of participants at lower cost. Like other project components, training activities (including study visits) must be fully justified by directly contributing to the achievement of the mandatory results. 

4. Institutional framework
The Beneficiary in implementation of the project will be the Energy Agency of the Republic of Serbia (AERS).  
AERS was founded by the Energy Law, which entered into force in 2004 (The Official Gazette of the Republic of Serbia No.84/2004).  It has been legally established in June 2005, and became fully operational as of 01st January 2006. As per the Energy Law, AERS is an autonomous legal person and functionally independent from any other government body, energy entities and users of their products and services, as well as other energy market participants.

Establishment of the Agency and its operations during the first two years of its operation (2005-2007) has been enabled through a grant of EAR. Nowadays the Regulatory Agency is financed from revenues obtained from carrying out the activities within its competency. Funds are provided from license fees and from a part of use- of - system tariffs.

The most relevant rules and regulations within which AERS must work are the Energy Law and AERS Statute. A number of internal rules governing functioning of AERS have been developed, some of them within the previous projects. AERS has jurisdiction in electricity, gas, oil and district heating sub- sectors (only CHP). The main statutory objectives of the AERS include enhancing and directing the energy market development on the principles of non-discrimination and effective competition, monitoring the implementation of regulations and energy systems operation codes, harmonizing activities of energy entities on providing regular supply of energy and services to customers and their protection and equal position.  

Main groups of activities currently performed by AERS are shown in the following figure:


[image: image1]
The managing body of the AERS is the Agency Council, which consists of the President and four members appointed by the National Assembly, with staggered terms of office. They are elected normally for five years and can be re-elected once. 

The AERS has the following organisation:

· Technical Sector

· Economics and Finance Sector

· Legal Sector

· Organizational and Common Affairs Sector

Since regulation requires multidisciplinary approach, and in order to increase the efficiency of the organization, horizontal inter-sectoral teams for economic regulation, networks and market issues and international affairs have been established. 

Current staff is 33 (including the Council members). 
5. Indicative budget

The maximum EU contribution to the twinning contract is 1.500.000 EUR.
6. Implementation arrangements
6.1 Implementing agency 

Implementing agency responsible for tendering, contracting and accounting is the Delegation of the European Union to the Republic of Serbia.

Contact details:

Mr. Gligo Vukovic

Project Manager, Operations II 

Transport and Energy
Delegation of the European Union to the Republic of Serbia

Street Vladimira Popovica 40, GTC Avenue, Block 19a 

11070 New Belgrade

Tel: (+381 11) 3083 255; 3083 200 
Fax: (+381 11) 3083 201 

E-mail: gligo.vukovic@ec.europa.eu 
Delegation web: http://www.europa.rs 
6.2 Main counterpart in the BC & inputs of the BC
Main counterpart in the BC is the Energy Agency of the Republic of Serbia (AERS).

Contact Person

Mr. Petar Maksimović, Secretary General
Energy Agency of the Republic of Serbia, Terazije 5 / V, 11000 Belgrade, Serbia
tel. + 381 11 3033829
fax. + 381 11 3225780
e-mail: petar.maksimovic@aers.rs 

BC Project Leader

Mr. Ljubo Maćić, President of the Council
Energy Agency of the Republic of Serbia, Terazije 5 / V, 11000 Belgrade, Serbia
tel. + 381 11 3033829
fax. + 381 11 3225780
e-mail: ljubo.macic@aers.rs 

RTA 1 Counterpart

Mr. Gordan Tanić, Head of the Economics Sector
Energy Agency of the Republic of Serbia, Terazije 5 / V, 11000 Belgrade, Serbia
tel. + 381 11 3033829
fax. + 381 11 3225780
e-mail: gordan.tanic@aers.rs 

RTA 2 Counterpart

Ms. Ljiljana Hadžibabić, Head of the Technical Sector
Energy Agency of the Republic of Serbia, Terazije 5 / V, 11000 Belgrade, Serbia
tel. + 381 11 3033829
fax. + 381 11 3225780
e-mail: ljiljana.hadzibabic@aers.rs 
The Beneficiary will make available the necessary infrastructure for MS partners to carry out their tasks. This includes office space and equipment (access to a computer, phone and fax) from the RTA’s day of arrival. The contribution should also include logistical support for the various training activities, including selection of trainees (in consultation with the EU experts), as well as providing the MS experts with legislation and any other documents necessary for the implementation of the project.

The Beneficiary will ensure that staff works alongside the EU twinning partner(s).

Costs for travel by BC officials from their capital to a MS, or between MS, in the framework of study visits, internships and, if applicable, specialised training in dedicated MS training institutions (if applicable) will be carried by the AERS.
6.3 Contracts

One twinning contract, with duration: 18 months:

	Modalities of project implementation

	Results:
	Type of Contract

	1. Upgraded price regulation capacity of AERS.
	The project will be implemented through one Twinning contract: 1.500.000 EUR

	2.Strengthened capacity of AERS related to national energy markets
	

	3.Strengthened capacity of AERS related to regional energy markets and cooperation at the regional level
	

	4.Upgraded operational practice related to the quality of supply
	

	5.Upgraded capacity of AERS related to renewable energy sources
	

	6. Enhanced organizational and management capacity of the AERS.
	


6.4 Steering Committee

A Steering Committee will be set up to oversee the implementation of the project, and comprising representatives of the EU Delegation in Serbia, the EU Integration Office and AERS. The function of this Committee will be to monitor progress of the project activities, to mobilise whenever needed the inputs and contributions of governmental departments, and to ensure timely achievement of results as set out in these Fiche. The MS is responsible for providing the Secretariat function for this Steering Committee (organising meetings, taking and preparing minutes).
7. Implementation schedule (indicative)

Duration of the execution period: The execution period of the contract (legal duration) shall enter into force upon the date of notification by the Contracting Authority of the contract signed by all parties. The implementation period of the Action will take 18 months. The execution period of the contract will end 3 months after the implementation period of the Action.

The project should in principle be ready for tendering in the 1ST Quarter following the signature of the FA. 
8. Sustainability

The work plan should consider the sustainability of the project and particularly how the mandatory results of the twinning project will be maintained as a permanent asset to the AERS even after the end of the Twinning project implementation. The twinning work plan will need to detail and put in place effective mechanisms within the ERC to ensure optimum dissemination and consolidation of the results of the project.

9. Cross cutting issues

9.1 Equal Opportunity

Throughout project implementation there will be no discrimination on the grounds of health status, race, sex, sexual orientation, mother tongue, religion, political or other opinion, national or social origin, birth or other status. Equal opportunities for all will be ensured during project implementation. 

9.2 Environment 

The Energy Community Treaty includes the requirement that the Acquis on the renewable energy sources (RES) is complied with, i.e. all parties have to comply with the obligations. Twinning assistance to be provided to the AERS will include assistance in the area of RES, and as a consequence, wider share of RES in the energy mix, which will contribute to introduction of environmentally friendly technologies in electricity generation.
9.3 Minorities 

Access to electricity for some minority groups, especially the Roma people and IDPs, can sometimes be problematic. Under the Energy Community Treaty there is a commitment to develop and adopt a support system for the protection of vulnerable consumers (set out in the alongside the introduction of cost reflective tariffs). Actions in this area should be based on the Social Action Plan prepared under the provisions of the ‘Memorandum on Social Issues of the Energy Community’. Support AERS in its activities in the Energy Community institutions, including protection of vulnerable customers, is identified among the activities of the Twinning project.

10. Conditionality and sequencing

This project is conditional on the continued commitment of the Government of Serbia to implement the requirements of the energy Acquis (as set out in the Energy Community Treaty) and to establish the regional energy market.

ANNEX I: Logical framework matrix in standard format

	LOGFRAME PLANNING MATRIX FOR Project Fiche
	Programme name and number:

Capacity Building for the aers- Twinning Program 
	

	
	Contracting period expires 2 years after the signature of the Financing Agreement
	Disbursement period:   expires 5 years after the signature of the Financing Agreement 

	
	
	Total budget : 1.5 MEUR
	IPA budget: 1.5 MEUR:

	Overall objective
	Measurable indicators 
	Means of Verification
	

	Contribute to the implementation of commitments undertaken in the framework of the Energy Community Treaty and its amendments, including the implementation of the Regional Energy Market.

	Compliance to the commitments of the  Energy Community Treaty
	Annual reports of the ECRB;
Regular reports of the Energy Community Secretariat;
Annual report of the AERS
	

	Project purpose 
	Measurable indicators 


	Means of Verification
	Assumptions

	Build the capacity of the Energy Agency of the Republic of Serbia so that it is capable of developing and implementing regulatory policies and strategies, and overseeing the necessary reform of the energy sector.


	Secondary legislation in compliance with EU Energy Acquis 
Acquis entered into force and implemented in practice 


	Official Journal of the Republic of Serbia

Annual reports of the ECRB

National Report of Serbia


	Continued commitment of the Government of the Republic of Serbia to the energy sector reforms;
Political stakeholders committed to the fulfilment of the EU integration process agenda

	Results
	Measurable indicators 
	Means of Verification
	Assumptions

	1. Upgraded price regulation capacity of AERS

2. Strengthened capacity of AERS related to national energy markets

3. Strengthened capacity of AERS related to regional energy markets and cooperation at the regional level

4. Upgraded regulatory framework for smart meter roll- out and quality of supply monitoring 

5. Upgraded capacity of AERS related to renewable energy sources

6. Enhanced organizational and management capacity of the AERS


	1.1 Pricing methodologies and tariff systems approved and implemented in compliance with EU Energy Acquis and best regulatory practices;

1.2 Issued amendments on existing pricing methodologies and tariffs; systems if necessary;
1.3 Number of staff trained 
2.1 Market indicators regularly monitored by AERS;
2.2 Compliance with amendments to the Energy Law;
2.3 Number of staff  trained ;

3.1 Contribution to the regular activities of the institutions of the Energy Community;
3.2 Improved coordination with regional regulatory bodies;
3.3 Number of staff trained;

4.1 Proposed amendments to the transmission and distribution grid codes

4.2 Quality of supply indicators regularly monitored by AERS;
4.3  Increased capacity to analyse quality of supply  indicators;
4.4 Number of staff trained ;

5.1 Secondary legislation issued by AERS supporting development of RES;  
5.2 Proposed amendments to market rules and grid codes if necessary;
5.3 Number of staff trained ;
6.1 Changes in organisational structure (if necessary) and management procedures prepared, .reviewed and adopted;
6.2 Compliance with Amendments to the Energy Law;
6.3  Compliance with obligations related to the Treaty establishing the Energy Community
6.4 Number of staff trained ;

 
	Official Journal of the Republic of Serbia; 
Annual reports of the ECRB 

Regular reports of the Energy Community Secretariat

Annual reports of AERS


	Continued commitment of the Government of the Republic of Serbia to the energy sector reforms

Approved Amendments to the Energy Law by the National Assembly



	Activities
	Inputs & Costs 
	Assumptions

	Activities related to result 1:
1.1 Review the current methodologies, procedures, templates and practices related to price regulation; 

1.2 Support AERS in approval and  implementation of existing, and/ or developing new pricing regulations;
1.3 Assess the feasibility to integrate quality of supply in the price regulations; 

1.4 Assist AERS, through staff training, to improve capacity to develop and implement price regulation 

A 
Activities related to result 2:

1.5 Review the current methodologies, procedures, templates and practices related to Serbian energy market;
1.6 Support AERS in implementation of existing, and/ or developing new regulations, procedures and practices related to market surveillance and enhancing the functioning of Serbian energy markets.

1.7 Assist AERS, through staff training, to improve its market monitoring capacity 

Activities related to result 3:

1.8 Review the current activities of AERS within the Energy Community institutions

1.9 Support AERS in its activities in the Energy Community institutions on various issues related to the SEE regional market (regional market design, coordinated auctions, ITC mechanism etc.)

1.10 Provide training and support for AERS staff for all of  these activities

Activities related to result 4:

1.11 Review functional requirements for smart meters defined in transmission and distribution grid codes

1.12 Review AERS practices in quality monitoring; if necessary prepare a plan for harmonization with the requirements of the 3rd Package of the Energy Acquis.

1.13 Assist AERS in aforementioned harmonization activities

1.14 Provide on- the- job training and support for AERS staff for all of  these activities

Activities related to result 5:

1.15 Review the current legal framework (especially license conditions, grid codes, market rules, connection pricing methodologies etc.) and operational practices with a view to identify possible barriers for investment of RES

1.16 Support AERS in its activities on mitigation of barriers for investment in RES 

1.17 Assist AERS, through staff training, to improve its background concerning RES 

Activities related to result 6:

1.18 Review the current responsibilities, organization, functions, staffing and management systems of AERS through discussions with officials at all levels

1.19 Prepare a Management Plan for AERS identifying any recommended changes in organizational/ functional structure, staff numbers, skill needs and other resource requirements.  Embed procedures for the annual updating of the plan.

1.20 Undertake a Training Needs Analysis (TNA) for AERS to implement the Management Plan and prepare a Training Plan and Human Resource management procedures.

1.21 Support the initial implementation of key aspects of the Training Plan through seminars, workshops and study tours.

1.22 Assess the adequacy of non-staff resource necessary for the implementation of the Management Plan and prepare strategies (including outsourcing if necessary) to overcome any resource constraints identified.
	Inputs

Twinning Project Leader

Resident Twinning Advisor

Experts from relevant member state institution (short and medium term)

Language/ Project assistant for the  RTA

On-the-job training

Workshops, Seminars, Internships and Study tours

COSTS

Twinning 1.500.000 EUR


	Availability of EU experts in the field of national and regional energy markets

Approved amendments to the Energy law




Annex II: Organisation structure of AERS
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� The Energy Community Treaty was signed in Athens on 25 October 2005. The Treaty entered into force on 1 July 2006. Serbia signed the Treaty, thereby accepting the policy of regional energy market integration, harmonization with the relevant electricity/gas single market Directives, relevant EU directives concerning environmental protection and renewable energy sources, EU competition rules as well as accepting the necessity to solve and overcome possible social consequences of the Treaty implementation. The Enlargement Strategy generally envisages respecting the relevant acquis, while the Treaty explicitly specifies certain parts of the acquis that the parties to the Treaty have to implement.
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