Energy Community

TO THE MINISTERIAL COUNCIL OF THE ENERGY COMMUNITY
represented by the Presidency and the Vice-Presidency of the Energy Community

REQUEST
in Cases ECS-10/17 S and ECS-13/17 S

Submitted pursuant to Article 92(1) of the Treaty establishing the Energy Community and Articles
39 to 42 of Procedural Act 2008/1/MC-EnC of the Ministerial Council of the Energy Community of
16 October 2015 on the Rules of Procedure for Dispute Settlement under the Treaty,’ the

SECRETARIAT OF THE ENERGY COMMUNITY

seeking a Decision from the Ministerial Council that

1. The failure by the Republic of Serbia to implement Ministerial Council Decisions
2019/02/MC-EnC and 2021/01/MC-EnC and thus to rectify the breaches identified therein
constitutes a serious and persistent breach within the meaning of Article 92(1) of the Treaty.

2. The Republic of Serbia shall take all appropriate measures to rectify the breaches identified
in Ministerial Council Decisions 2019/02/MC-EnC and 2021/01/MC-EnC in cooperation with
the Secretariat, and shall report to the Ministerial Council in 2023 about the implementation
measures taken.

3. The Secretariat is invited to monitor compliance of the measures taken by the Republic of
Serbia with the acquis communautaire. If the breaches have not been rectified by 1 July
2023, the Secretariat is invited to initiate a procedure for imposing measures under Article
92 of the Treaty.

The Secretariat has the honour of submitting the following Request to the Ministerial Council under
Article 92(1) of the Treaty:

l. Relevant Facts
1. Case ECS-10/17

(1)  On 2 July 2018, the Secretariat initiated dispute settlement procedures against the Republic
of Serbia, by way of submitting an Opening Letter, based on the view that certifying
Yugorosgaz-Transport, LL (“Yugorosgaz-Transport’) as independent system operator
(“ISQO”) constitutes a breach of Articles 10, 14(2)(a), 14(2)(b), 14(2)(d), 15 and 11 of Directive
2009/73/EC (“the Gas Directive”) as well as Article 24 of Regulation 715/2009 (“the Gas
Regulation”). As the Republic of Serbia did not rectify the breach, the Secretariat submitted
the case to the Ministerial Council by way of a Reasoned Request dated 26 April 2019.

(2) On 13 December 2019, the Ministerial Council upheld the Secretariat’'s Reasoned Request
by adopting Decision 2019/02/MC-EnC on the failure by the Republic of Serbia to comply

T As amended by Procedural Act No 2015/04/MC-EnC of 16.10.2015, hereinafter: Dispute Settlement Procedures.
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with the Energy Community Treaty.? Serbia was obligated to rectify the breach established
in Article 1 of Decision 2019/02/MC-EnC immediately. In its Decision, the Ministerial Council
also invited the Secretariat to initiate a procedure under Article 92 of the Treaty, if the
identified breach was not rectified by the Republic of Serbia by 1 July 2020.

According to the Decision, the breach by the Republic of Serbia subject to Case ECS-10/17
consists in “not complying with requirements ensuring effective unbundling of the gas
transmission system operator Yugorosgaz-Transport,” by which the Republic of Serbia “has
failed to comply with its obligations under Articles 14(2)(a), 14(2)(b), 14(2)(d), 15 and 11 of
Directive 2009/73/EC as well as Article 24 of Regulation 715/2009, as incorporated in the
Energy Community.”

In the aftermath of the Decision 2019/02/MC-EnC, the Republic of Serbia was reminded
several times of the obligations arising from it and necessary measures to implement in order
to rectify the breach.

On 2 February 2021, the Secretariat sent a letter to the Ministry of Mining and Energy of the
Republic of Serbia, requesting a roadmap for ensuring the compliant unbundling of
Yugorosgaz-Transport.® On 2 April 2021, the Ministry sent a Plan for Implementation of
Activities for the Purpose of Certification of Yugorosgaz-Transport according to the ITO
model (ITO Plan) which was adopted by the Conclusion of the Government of on 16 May
2021.#

The ITO Plan envisaged that the activities for unbundling and certification of Yugorosgaz-
Transport under the ITO model are initiated in May 2021, after the prior ratification of the
Protocol on Amendments to the Intergovernmental Agreement (IGA) between the then
Federal Republic of Yugoslavia and the Government of the Russian Federation of 11 April
1996. The ITO Plan further envsiaged that the conditions for certification shall be fulfilled
within 11 weeks after effective amendment of the IGA, and that the certicified TSO starts
operating according to the ITO model withinin 49 weeks after effective amendment of the
IGA.

On 21 February 2022, a meeting took place between representatives of the Secretariat and
the Deputy Prime Minister and Minister of Mining and Energy in Belgrade, in which the lack
of progress regarding implementation of the ITO Plan was discussed.

In a letter dated 9 May 2022, Serbia was again reminded by the Secretariat about the delay
in rectifying the breach identified until 1 July 2022.5 In its reply dated 12 May 2022, Serbia
reported that an initiative for amending and supplementing the IGA was launched, which
would enable Yugorosgaz-Transport to be certified under the ITO model or enable transfer
of ownership of the network from Yugorosgaz to Yugorosgaz-Transport. ® The text of the
Protocol amending the IGA allegedly had already been agreed between the parties, i.e. the
government of the Republic of Serbia and of the Russian Federation. However, the Protocol
was not signed before the IGA itself expired. Therefore, Serbia envisages to adopt a new
IGA in order to enable certiciation of Yugorosgaz-Transport under the ITO model.

To date, Yugorosgaz-Transport and the relevant Serbian institutions have not implemented
the ITO Plan, although the IGA which was claimed to constitute the only remaining obstacle
to unbundling is no longer in force.

On 15 July 2019, the Energy Agency of the Republic of Serbia (“AERS”) adopted a decision
revoking the certification issued to Yugorosgaz-Transport for lack of unbundling.” However,

2 Annex |

3 Annex Il

4 Annex II

5 Annex IV

6 Annex V

7 Decision No. 311.01-2/2016-S-.



(11)

(12)

(13)

(14)

(15)

(16)

Energy Community

even without certification, Yugorosgaz-Transport continues to hold a valid license for gas
transmission (until 2023), and continues to operate a gas transmission network in Serbia.
Yugorosgaz, the mother company, also continues to trade and supply gas in Serbia, including
as a contractual party in a gas import contract with the state-owned incumbent Srbijagas.

Therefore, Serbia continues with the failure to implement unbundling of its natural gas
transmission system operator Yugorosgaz-Transport in compliance with the Gas Directive
and confirmed by a certification procedure.

The violation by the Republic of Serbia of its obligations under the Treaty established by
Article 1 of Decision 2019/02/MC-EnC thus continues. As will be reasoned below, this failure
is to be qualified as a serious and persistent breach. Therefore, the Secretariat follows up on
the Ministerial Council’s invitation to initiate a procedure under Article 92 of the Treaty.

At the 19" meeting of the Ministerial Council on 29 November 2021, the Ministerial Council
did not adopt a Decision that the failure by the Republic of Serbia to implement Ministerial
Council Decision 2019/02/MC-EnC constitutes a serious and persistent breach. Since 2021,
the security of supply situation has changed drastically since the aggression of Russia
against Ukraine. The Russian company Gazprom, the dominant gas supplier to the Republic
of Serbia and other countries in the region, exercises ultimate control over Yugorosgaz-
Transport. This calls for a reassessment of the risks for security of supply, as required by
Article 11 of Directive 2009/73/EC. The failure to carry out such an assessment by the
competent Serbian authority played a key role in the analysis of the certification procedure
for Yugorosgaz-Transport subject to Ministerial Council Decision 2019/02/MC-EnC. This
would have to include the possible risk of Gazprom using its dominance and control over
parts of the network in the Republic of Serbia to prevent alternative sources of supply from
entering the market. To actually perform that assessment in the light of the current situation
and in the spirit of solidarity with the countries in the wider region is imperative and requires
swift and complete implementation of Ministerial Council Decision 2019/02/MC-EnC by the
Republic of Serbia. For this reason, the Secretariat continues submitting the request for a
Decision by the Ministerial Council to qualify the breach of Energy Community law by the
Republic of Serbia as serious and persistent.

2. Case ECS-13/17

On 27 July 2018, the Secretariat initiated dispute settlement procedures against the Republic
of Serbia by way of submitting an Opening Letter, based on the view that the unjustified
exclusion by Srbijagas of the Horgo$ entry point from non-discriminatory third party access
and from open capacity allocation procedures constitutes a breach of Article 32 of the Gas
Directive and Article 16 of the Gas Regulation. As the Republic of Serbia did not rectify the
breach, the Secretariat submitted the case to the Ministerial Council by way of a Reasoned
Request dated 12 July 2019.

On 30 April 2021, the Ministerial Council upheld the Secretariat's Reasoned Request by
adopting Decision 2021/01/MC-EnC on the failure by the Republic of Serbia to comply with
the Energy Community Treaty.® Serbia was obligated to rectify the breach identified in Article
1 of Decision 2021/1/MC-EnC immediately. In its Decision, the Ministerial Council also invited
the Secretariat to initiate a procedure under Article 92 of the Treaty, if the identified breach
was not rectified by the Republic of Serbia by 1 July 2021.

According to the Decision, the breach by the Republic of Serbia subject to Case ECS-13/17
consist in “unjustified exclusion by Srbijagas of the Horgo$ entry point from unrestricted and
non-discriminatory third party access and from open capacity allocation procedures,” by
which the Republic of Serbia “violates Article 32 of Directive 2009/73/EC and Atrticle 16 of
Regulation (EC) 715/2009, as incorporated in the Energy Community, and therefore fails to
fulfil its obligations under Articles 6, 10 and 11 of the Treaty.”
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(17) In the aftermath, Serbia was reminded by the Secretariat of Decision 2021/1/MC-EnC, and
the need to take measures to implement the Decision on 10 June 2021.° In order to assist
Serbia to rectify the breach, the Secretariat proposed a provisional procedural act opening
capacities at the Horgos entry point for short-term capacity auctions. It also offered to discuss
the details of the proposal with the Serbian authorities. The Republic of Serbia did not reply
to the Secretariat’s proposal.

(18) On 21 February 2022, a meeting took place between representatives of the Secreariat and
the Deputy Prime Minister and Minister of Mining and Energy in Belgrade, in which the lack
of third-party access at the Horgo$ entry point was discussed. In letters dated 9 May 20221
and 16 May 2022, Serbia was again reminded by the Secretariat about the delay in
rectifying the breach identified until 1 July 2022.

(19) On 7 June 2021, i.e. after the Ministerial Council Decision establishing the breach of the
acquis, Transportgas Srbija published another invitation for booking of annual firm capacity
at entry and exit points of the natural gas transmission system.'? The invitation covered three
periods (gas years) from 1 October 2021 to 1 October 2024." Precisely as in the past periods
which were subject to the Ministerial Council’s Decision 2021/01/MC-EnC, cross-border
transmission capacities on the Horgos$ entry point were excluded from the capacity allocation
procedure, with the exception of transit (to Bosnia and Herzegovina). This was repeated
again in the invitation for booking of annual firm capacity, dated 6 June 2022, for the three
periods (gas years) from 1 October 2022 to 1 October 2025.

(20) Thus, cross-border capacity at the Horgo$ entry point continues to be used only by the
Serbian gas TSO Srbijagas and Gazprom Export for imports to the Republic of Serbia, and
by BH-Gas d.o.o for transit to Bosnia and Herzegovina. All open invitations for booking of
annual firm capacity at entry and exit points of the natural gas transmission system
announced by Srbijagas on 1 April 2017, 31 March 2018, 31 March 2019 and by
Transportgas Srbija on 7 June 2021 and 6 June 2022, explicitly exclude cross-border
transmission capacities at the Horgo$ entry point from the capacity allocation procedure.

(21) The violation by the Republic of Serbia of its obligations under the Treaty established
by Article 1 of Decision 2021/01/MC-EnC thus continues. As will be reasoned below, this
failure is to be qualified as a serious and persistent breach. Therefore, the Secretariat follows
up on the Ministerial Council’s invitation to initiate a procedure under Article 92 of the Treaty.

Il. Relevant Energy Community Law

(22) Energy Community Law is defined in Article 1 of the Dispute Settlement Procedures as “a
Treaty obligation or to implement a Decision or Procedural Act addressed to it within the
required period”. A violation of Energy Community Law occurs if “a Party fails to comply with
its obligation under the Treaty if any of its measures (actions or omissions) are incompatible
with a provision or a principle of Energy Community”.

(23) Article 6 of the Treaty reads:

“The Parties shall take all appropriate measures, whether general or particular, to ensure fulfilment
of the obligations arising out of this Treaty. The Parties shall facilitate the achievement of the Energy
Community’s tasks. The Parties shall abstain from any measure which could jeopardise the
attainment of the objectives of this Treaty’.
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Article 76 of the Treaty reads:

“.. A Decision is legally binding in its entirety upon those to whom it is addressed. ...”

Article 89 of the Treaty reads:

“The Parties shall implement Decisions addressed to them in their domestic legal system within the
period specified in the Decision.”

Article 92(1) of the Treaty reads:

“At the request of a Party, the Secretariat or the Regulatory Board, the Ministerial Council, acting
by unanimity, may determine the existence of a serious and persistent breach by a Party of its
obligations under this Treaty and may suspend certain of the rights deriving from application of this
Treaty to the Party concerned, including the suspension of voting rights and exclusion from
meetings or mechanisms provided for in this Treaty.”

Article 37 of the Dispute Settlement Procedures (“Binding nature of the decision”) reads:

“The decision by the Ministerial Council shall be binding on the Parties concerned from the date of
its adoption.”

Article 38 of the Dispute Settlement Procedures (“Consequences of a decision establishing
failure to comply”) reads:

“(1) Where the Ministerial Council establishes the existence of a breach of a Party's obligation
pursuant to Article 91 of the Treaty, the Party concerned shall take all appropriate measures to
rectify the breach and ensure compliance with Energy Community law.

(2) The Secretariat, in accordance with Article 67(b) of the Treaty, shall review the proper
implementation by the Party concerned of the decision by the Ministerial Council, and may again
bring the matter directly before the Ministerial Council on the grounds of a failure to take the
necessary measures to comply with the decision.”

Article 39 of the Dispute Settlement Procedures (“Serious and persistent breach”) reads:

“The Ministerial Council shall establish the existence of a serious and persistent breach by a Party
of its obligations under the Treaty taking into account the particularities of each individual case.”

Article 40 of the Dispute Settlement Procedures (“Request”) reads:

“(1) A Party, the Secretariat or the Regulatory Board may request the Ministerial Council to
determine the existence of a serious and persistent breach without a preliminary procedure.

(2) The request may follow up on a prior decision taken by the Ministerial Council under Article 91
of the Treaty or raise a new issue.

(3) The request shall set out the allegations against the Party concerned in factual and legal terms.
It shall also contain a proposal as to concrete sanctions to be taken in accordance with Article 92(1)
of the Treaty.

(4) The request shall be submitted to the Presidency and the Vice-Presidency at least 60 days
before the respective meeting. A copy shall be submitted to the Secretariat for registration. The
request shall not be made public.

Article 41 of the Dispute Settlement Procedures (“Decision-making procedure”) reads:

(1)The Presidency shall, within seven days after receiving it, forward the request to the Party
concerned and ask it for a reply to the allegations made in the request.
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(2) The Presidency and the Vice-Presidency may ask the Advisory Committee for its written
opinion.

(3) The decision by the Ministerial Council on the existence of a serious and persistent breach shall
be taken in accordance with Articles 92(1) and 93 of the Treaty.

(4) The decision taken by the Ministerial Council shall be made publicly available on the
Secretariat's website.

Article 42 of the Dispute Settlement Procedures (“Measures under Article 92”) reads:

“(1) In the decision establishing the existence of a serious and persistent breach, the Ministerial
Council shall determine measures in accordance with Article 92(1) of the Treaty and specify a time-
limit.

(2) The obligations of the Party concerned under the Treaty shall in any case continue to be binding
on that Party.

(3) The Ministerial Council shall at each subsequent meeting verify that the grounds continue to
apply on which the decision establishing the existence of a serious and persistent breach was made
and sanctions were imposed.”

lll. Reasons
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A Decision taken by the Ministerial Council has binding effect vis-a-vis the Party concerned.
This follows from Article 76 of the Treaty and Article 37 of the Dispute Settlement Procedures.
As a consequence, Parties are under an obligation to implement Decisions in their domestic
legal systems (Articles 6 and 89 of the Treaty).

In the case of a Decision taken under Article 91 of the Treaty, such as Ministerial Council
Decisions 2019/02/MC-EnC and 2021/01/MC-EnC, the obligation to implement the Decision
amounts to an obligation to fully rectify the breach identified and to ensure compliance with
Energy Community law. This is expressly stipulated in Article 38(1) of the Dispute Settlement
Procedures. Moreover, in Article 2 of Decisions 2019/02/MC-EnC and 2021/01/MC-EnC, the
Ministerial Council called upon the Republic of Serbia to ensure compliance with the Energy
Community law immediately, as well as to report regularly to the Secretariat and the
Permanent High Level Group about the measures taken. As a consequence, also the non-
implementation of a Ministerial Council Decision under Article 91 in itself constitutes a breach
of Energy Community law. Once a Decision establishing a breach is taken, it is no longer
possible to contest the validity or the lawfulness of that Decision.

It follows from the binding effect of decisions under Energy Community law that the Republic
of Serbia was and remains obliged to implement Ministerial Council Decisions 2019/02/MC-
EnC and 2021/01/MC-EnC, and to effectively rectify the breaches identified in Article 1 of
these decisions. At the date of the present Request, and as has been demonstrated above,
this is not the case neither for Case ECS-10/17 nor for Case ECS-13/17.

In Case ECS-10/17, the transmission system operator Yugorosgaz-Transport continues to
operate a gas transmission network in Serbia and holds a valid license for this activity. Its
sole shareholder, Yugorosgaz, also trades and supplies gas in Serbia without being
unbundled nor certified as required under the Gas Directive and Gas Regulation.

In Case ECS-13/17, the interconnection point between Serbia and Hungary at Horgos is
explicitly excluded from capacity allocation by Transportgas Srbija. As a result, cross-border
capacity at this interconnection point is allocated only to Srbijagas and Gazprom Export in
contravention of the requirement for non-discriminatory third party access.

Therefore, it is evident that the Republic of Serbia, in the aftermath of Decisions 2019/02/MC-
EnC and 2021/01/MC-EnC, has not rectified the breaches identified by Article 1 of these
Decisions and therefore breaches Ministerial Council Decisions 2019/02/MC-EnC and
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2021/01/MC-EnC and continues to breach the provisions of the acquis communautaire
referred to therein.

(39) In the following, the Secretariat respectfully submits that the failure of the Republic of Serbia
to comply with Energy Community law, at the date of this Request amounts to a serious and
persistent breach.

1. Serious breach

(40) At the outset, the Secretariat recalls that it was invited by the Ministerial Council in Decisions
2019/02/MC-EnC and 2021/01/MC-EnC to initiate a procedure under Article 92 of the Treaty
if the breaches have not been rectified by July 2020 and July 2021 respectively. This indicates
that the Ministerial Council considers these breaches as serious.

(41) In a Communication of 2005 concerning the EU pre-Lisbon infringement action procedure,
the European Commission stated that “[aJn infringement concerning non-compliance with a
judgment is always serious”." In its Communication of 2017, the European Commission has
reiterated that “[A]s a matter of priority, the Commission will investigate cases [...] where
Member States have failed to comply with a judgment of the Court of Justice [...]"."®

(42) Since Article 92 of the Treaty was modelled on Article 7 TEU, the Commission’s
Communication of 2003 offers a relevant view on what breach qualifies as serious."” The
Communication itself reiterates that a variety of international instruments can offer guidance
for interpreting the concept of "serious and persistent" breach, which is taken over from public
international law. Within the Article-7 TFEU-procedure, the breach in question must “go
beyond specific situations and concern a more systematic problem”."® In order to determine
the seriousness of the breach, “a variety of criteria will have to be taken into account,
including the purpose and the result of the breach”."®

ECS-10/17

(43) In relation to Case ECS-10/17, the Secretariat submits that unbundling of transmission
system operators constitutes one of the key concepts enshrined in the Third Energy Package.
Without effective separation of networks from activities of production and supply, there is a
risk of discrimination not only in the operation of the network but also in the incentives for
vertically integrated undertakings to invest adequately in their networks. Therefore, the rules
on unbundling aim at preventing companies which are involved both in transmission of
energy and in production and/or supply of energy from using their privileged position as
operators of a transmission network to prevent or obstruct access of their competitors to this
network or other conduct affecting fair and undistorted competition, market integration or
infrastructure investment.?°

(44) As evidenced by Case ECS-9/13 and ECS-9/13S regarding the lack of unbundling of the
TSO Srbijagas, the non-compliance with the unbundling regime does not only concern the
specific circumstances of the certification of Yugorosgaz-Transport, but a systematic
problem: the extensive and persistent lack of compliance with the unbundling regime in the
Republic of Serbia. The fact that even under these circumstances, i.e. non-unbundled and
non-certified, Yugorosgaz-Transport continues to operate its transmission system amounts
to a full and willful ignorance of the Third Energy Package tolerated by the institutions of the
Republic of Serbia.

5 Communication from the Commission, SEC(2005) 1658, section 16. See also: See ECJ C-169/13, Commission v ltaly,
ECLI:EU:C:2014:2407, para. 100; ECJ C-378/13, Commission v Greece, ECLI:EU:C:2014:2405, paras. 37, 72.

16 Communication from the Commission, EU Law: Better results through better application, 2017/C 18/02, section 3.

7 Communication from the Commission to the Council and the European Parliament on Article 7 of the Treaty on European Union -
Respect for and promotion of the values on which the Union is based.

8 Commission, Communication on Article 7 of the Treaty on European Union, para 1.4.1.

% Commission, Communication on Article 7 of the Treaty on European Union, para 1.4.3.

20 Interpretative Note on Directive 2009/72/EC concerning common rules for the internal market in electricity and Directive 2009/73/EC
concerning common rules for the internal market in natural gas — The unbundling regime, dated 22 January 2010, page 4.
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(45) Furthermore, the lack of progress regarding the rectification of the breach established by the
Ministerial Council decision clearly indicates that by operating a transmission network while
also being directly or indirectly involved in generation and supply, the risk of discrimination in
the operation of the network and for adequate investment persists and ultimately affects
security of supply and consumer welfare.

(46) This is even more true where the TSO — as in the case of Yugorosgaz-Transport — is
controlled by an entity from a third country, as evidenced by the requirements imposed by
Article 11 of Directive 2009/73/EC. Yugorosgaz-Transport is fully owned by Yugorosgaz,
which in turn is under the control of Gazprom. This requires a thorough assessment on a
case-by-case basis of any potential threat to security of supply not only in the authority’s
country, the Republic of Serbia in this instance, but the wider region. This assessment is
particularly strict with regard to dominant companies and in case of an increased risk of abuse
of market power. This is not only required under the concept of security of supply enshrined
in Directive 2009/73/EC, but also mandated by the principle of solidarity?' which demands
the impact on security of supply of other Contracting Parties to be taken into account. A
comprehensive analysis and assessment of potential risks clearly indicates that the indirect
control of Gazprom over the TSO can potentially threaten security of supply in the Energy
Community. This is because Gazprom also acts as a major supplier to the Republic of Serbia
and the Energy Community and can use its control over the network to prevent alternative
sources of supply from entering the market. This poses a particular risk ahead of the heating
season and the increased danger of a reduction or halt of Russian supplies, as evidenced by
the cut-off of natural gas exports to Poland and Bulgaria announced on 26 April 2022 and to
Finland on 21 May 2022 show, which in case of barriers to enter the Serbian market imposed
by Gazprom would leave not only the Serbian market without any alternative gas supply, but
would also impact Serbia’s neighbouring countries. Therefore, control of the major gas
supplier over a TSO poses an increased risk to security of supply of the Republic of Serbia
and the Energy Community as a whole. It follows that bearing in mind the current geopolitical,
the risks addressed by the unbundling regime endanger security of supply (not only in the
Republic of Serbia, but also in the wider region) due to the dependency on the supply of
Russian gas. Only compliance with the basic principles of the Third Package, including the
unbundling regime, can contribute to security of supply in the Republic of Serbia and the
Energy Community. It follows that the purpose and result of the breach not remedied makes
this breach particularly serious.

ECS-13/17

(47) In relation to Case ECS-13/17, it was explicitly and repeatedly confirmed by the Court of
Justice of the European Union that third party access to transmission systems constitutes
“one of the essential measures” % which Contracting Parties must implement in order to
discharge with their commitments under the Energy Community Treaty.

(48) The restriction of third party access to the Horgo$ entry point does not only result in a breach
of requirements stemming from the Energy Community acquis (and Serbian law), but also
threatens the very possibility for an open and transparent Serbian gas market and its
integration in the single market established by the Energy Community. This is because
interconnection points such as Horgo$ serve as links between national markets, thereby
playing a vital role in connecting and integrating national markets with the aim of establishing
a single natural gas market. Granting priority access to transmission capacity jeopardises,
“contrary to the objective of the Directive, the ftransition from a monopolistic and
compartmentalised market to one that is open and competitive.”?® The restriction of third party
access therefore concerns the systematic problem of compartmentalization of markets along

21 Judgement of 15 July 2021, Germany vs Commission (OPAL), C-848/19 P, ECLI:EU:C:2021:598.

22 Judgement of 22 May 2008, citiworks AG, C-439/06, ECLI:EU:C:2008:298, para. 44; judgment of 9 October 2008,
Sabatauskas and Others, C-239/07, ECLI:EU:C:2008:551, para. 33; judgment of 29 September 2016, Essent Belgium NV, C-492/14,
ECLI:EU:C:2016:732, para. 76.

23 Case C-17/03 VEMW [2005] ECR 1-4983, para. 62.
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national borders which contravenes the very purpose of the Energy Community, namely
market integration.

(49) Furthermore, market integration does not constitute an aim in itself, but serves the wider aim
of security of supply and consumer welfare. Both are at risk where markets are segmented
and competition for and on the market is inhibited. Due to the exclusion of Horgos entry point
from capacity allocation procedures even in the call in June 2022, for three future years until
October 2025, serves at segmenting the market and reserving the capacity only for use by
the Serbian gas TSO Srbijjagas and Gazprom Export for imports to the Republic of Serbia,
and by BH-Gas d.o.o for transit to Bosnia and Herzegovina.

(50) Againstthe background of the Russian war against Ukraine and the increases risk of potential
reduction or halt of Russian gas flows, the foreclosure of the Horgo$ interconnector has a
significant negative impact on the security of supply in South East Europe in case of a
disruption of gas flows from Russia. This is because the capacity at the Horgos interconnector
is currently only used by Srbijjagas and by Gazprom Export as well as by BH-Gas d.o.o for
transit to Bosnia and Herzegovina. Should Gazprom limit or stop its supply to the Republic
of Serbia, its capacity would remain unused, blocking alternative supplies to enter the market
and affect security of supply. This is confirmed by the Table Top Exercises organised by the
ENTSOG ReCo group which have shown the importance of the Horgo$ interconnector in
case of Russian gas supply disruptions for covering gas demand in Europe, in particular for
the supply of Serbia, Bosnia and Herzegovina, Bulgaria and North Macedonia as well as the
storage of gas for demand in Serbia and Bosnia and Herzegovina in the winter months.

(51) To reduce or mitigate the negative impact of the Russian gas halt, it is a basic precondition
that all existing transmission capacities and especially interconnection points remain open to
access to other potential alternative suppliers. The Serbian gas transmission system would
play a crucial role in the Balkan region in case of a disruption, as it connects Central European
liquid markets, via Hungary with South East Europe, Boshia and Herzegovina and Bulgaria.
It also ensures access to sources of non-Russian gas from the Greek LNG terminals and
Azerbaijan, for instance.

(52) The longer this infringement lasts, the more severe the consequences for an open and
competitive market not only in the Republic of Serbia but in the Energy Community, with a
strong impact on security of supply for the Republic of Serbia and consumer welfare. The
breach therefore endangers the achieving of the aims of the Energy Community enshrined
in Article 2 of the Treaty. It follows that the purpose and result of the breach not remedied
makes this breach particularly serious.

2. Persistent breach

(63) According to the European Commission, for a breach to be persistent, by definition, it must
last some time, but can be expressed in a variety of manners.?* Systematic repetition of
individual breaches could constitute a strong argument.?® In infringement actions, the
European Commission committed to pay particular attention to cases showing a persistent
failure by a Member State to apply EU law correctly.?®

(54) In Case ECS-10/17, the breach subject to the Decision of the Ministerial Council has already
been identified by the Secretariat in its Opinion 2/2017 of 22 April 2017 on AERS’ preliminary
decision of 12 December 2016. AERS disregarded the Opinion and the non-compliance
issues highlighted therein and upheld its Preliminary Decision on 20 June 2017. Following
repeated written and oral communication, AERS did not revoke the certification, but on 13
July 2018 prolonged the deadline of 12 months contained therein by another 12 months,
thereby again sustaining the breaches identified. Even after revocation of its certification,

24 Commission Communication on Article 7 of the Treaty on European Union, 1.4.4.
25 Commission Communication on Article 7 of the Treaty on European Union, 1.4.4.
26 Communication from the Commission, EU Law: Better results through better application, 2017/C 18/02, section 3.
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Yugorosgaz-Transport continues to hold a valid license for gas transmission (until 2023) and
continues to operate a gas transmission network in Serbia. It follows that the authorities of
the Republic of Serbia systematically repeated the same infringement, first through certifying
and maintaining the certification of Yugorosgaz-Transport regardless of its non-compliance
with the unbundling regime and second through omitting to revoke Yugorosgaz-Transport's
license and to take appropriate measures to bar it from operating the network irrespective of
its non-compliance with the unbundling regime. This qualifies as a persistent failure of the
Republic of Serbia to comply with its obligations under the Third Energy Package.

(55) In Case ECS-13/17, the obligation to ensure third party access, including to cross-border
capacity, was already an obligation of the Republic of Serbia under the Second Internal
Energy Market Package that was to be implemented and applied by the Republic of Serbia
by July 2006. Following Srbijagas’ invitation for booking of annual firm capacity of 1 April
2017, the Secretariat invited Srbijagas, the Ministry of Mining and Energy of the Republic of
Serbia and AERS to submit an explanation and to state the reasons for excluding the Horgos
entry point from the open allocation of cross-border natural gas transmission capacities in
October 2017. The invitation for booking of annual firm capacity at entry and exit points of
the natural gas transmission system announced by Srbjjagas on 31 March 2018 explicitly
again excluded cross-border transmission capacities at the Horgo$ entry point from the
capacity allocation procedure. Regardless of the opening of a dispute settlement procedure
by the Secretariat on 27 July 2018, the invitation for booking of annual firm capacity dated 31
March 2019 again excluded the Horgo$ entry point from the capacity allocation procedure.
Following the Ministerial Council Decision 2021/01/MC-EnC of 30 April 2021 finding that the
Republic of Serbia failed to comply with the Energy Community Treaty, Transportgas Srbija
published another invitation for booking of annual firm capacity on 7 June 2021, again
excluding cross-border transmission capacities at the Horgo$ entry point from the capacity
allocation procedure. The last open call dated 6 June 2022, sixteen years after the obligation
to ensure third party access from the second package was due and seven years after the
obligation has been confirmed by the Third Package, Horgo$ entry point continues to be
excluded, as part of a “systematic repetition of individual breaches”. This qualifies as a
persistent failure of the Republic of Serbia to comply with the Energy Community Treaty.

(56) It follows that the Republic of Serbia has failed to remedy and ensure compliance with Energy
Community law, repeatedly over the course of several years (five years in Case ECS-10/17
and more than ten years in Case ECS-13/17), and systematically repeated the infringement
at issue in several instances, either through its action (maintaining the certification in Case
ECS-10/17 and public invitations for booking in Case ECS-13/17) or omission to take
remedial steps and remedy the non-compliance. This constitutes a persistent breach of its
obligations under the Energy Community Treaty.

ON THESE GROUNDS

The Secretariat of the Energy Community respectfully requests that the Ministerial Council of the
Energy Community in accordance with Article 92(1) of the Treaty declares that:

1. The failure by the Republic of Serbia to implement Ministerial Council Decisions
2019/02/MC-EnC and 2021/01/MC-EnC and thus to rectify the breaches identified
therein constitutes a serious and persistent breach within the meaning of Article 92(1) of
the Treaty.

2. The Republic of Serbia shall take all appropriate measures to rectify the breaches
identified in Ministerial Council Decisions 2019/02/MC-EnC and 2021/01/MC-EnC in
cooperation with the Secretariat and shall report to the Ministerial Council about the
implementation measures taken in 2023.

10
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The Secretariat is invited to monitor compliance of the measures taken by the Republic
of Serbia with the acquis communautaire. If the breaches have not been rectified by 1
July 2023, the Secretariat is invited to initiate a procedure for imposing measures under
Article 92 of the Treaty.

On behalf of the Secretariat of the Energy Community

Vienna, 30 August 2022

Artur Lorkowski Dirk Buschle

Director

Deputy Director / Legal Counsel

11
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DECISION OF THE MINISTERIAL COUNCIL
OF THE ENERGY COMMUNITY

D/2019/02/MC-EnC: on the failure Republic of Serbia to comply with the Energy Community
Treaty in Case ECS-10/17

THE MINISTERIAL COUNCIL OF THE ENERGY COMMUNITY,

Having regard to the Treaty establishing the Energy Community (“the Treaty”), and in particular
Article 91(1)(a) thereof;

Upon the Reasoned Request by the Secretariat in Case ECS-10/17 dated 26 April 2019:

Having regard to the Reply by Republic of Serbia dated 26 June 2019;

Having regard to the public hearing of 20 September 2019,

Having regard to the Opinion by the Advisory Committee established under Article 32 of Procedural
Act No 2008/01/MC-EnC of the Ministerial Council of the Energy Community of 27 June 2008 on the

Rules of Procedure for Dispute Settlement under the Treaty as amended by Procedural Act No
2015/04/MC-EnC, dated [xxxxxxx];

HAS ADOPTED THIS DECISION:

Article 1
Failure by Republic of Serbia to comply with the Treaty

1. By not complying with requirements ensuring effective unbundling of the gas transmission system
operator Yugorosgaz-Transport, Republic of Serbia has failed to comply with its obligations under
Articles 14(2)(a), 14(2)(b), 14(2)(d), 15 and 11 of Directive 2009/73/EC as well as Article 24 of
Regulation 715/2009, as incorporated in the Energy Community,

2. For the reasons sustaining these findings, reference is made to the Reasoned Request.

Article 2
Follow-up

1. Republic of Serbia shall take all appropriate measures to rectify the breach identified in Article 1
and ensure compliance with Energy Community law immediately. Republic of Serbia shall report
regularly to the Secretariat and the Permanent High Level Group about the measures taken in 2020.



Energy Community

2. If the breach has not been rectified by 1 July 2020, the Secretariat is invited to initiate a procedure
under Article 92 of the Treaty.

Article 3
Addressees and entry into force

This Decision is addressed to the Parties and the institutions under the Treaty. It enters into force
upon its adoption.

Done in Chisinau on 13 December 2019

For the Ministerial Council
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Energy Community Secretariat
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Vienna, 2 February 2021
ECS-10/17/0/02-02-2021

EXCELLENCY,

With this letter, we would like to recall the Decision of the Ministerial Council of the Energy
Community 2019/02/MC-EnC on the failure of the Republic of Serbia to comply with the Energy
Community Treaty in Case ECS-10/17, dated 13 December 2019. In its decision, the Ministerial
Council found that by not complying with the requirements for effective unbundling of the gas
transmission system operator Yugorosgaz-Transport, the Republic of Serbia has failed to comply
with its obligations under Article 14(2)(a), 14(2)(b), 14(2)(d), 15 and 11 of Directive 2009/73/EC as
well as Article 24 of Regulation 715/2009, as incorporated in the Energy Community.

The Ministerial Council required the Republic of Serbia to take all appropriate measures to rectify
the breach and ensure compliance with Energy Community law immediately. We may recall that this
obligation remains in force regardless of the fact that the Ministerial Council recently did not qualify
the breach by the Republic of Serbia as a serious and persistent one.

Unfortunately, to date, compliance of Yugorosgaz-Transport with the unbundling regime of the Third
Energy Package has not been achieved and, therefore, the breach of Energy Community law by the
Republic of Serbia still persists. In order to avoid further legal steps within the framework of the
applicable dispute resolution procedures, we would kindly request a roadmap for next steps ensuring
the compliant unbundling of Yugorosgaz-Transport at your earliest convenience, but not later than
1 April 2021.

Please accept, Excellency, the expressions of our highest considerations.

r}@_@& J.’ME: [
(. -

Janez Kopac¢ Dirk Buschle
Director Deputy Director/ Legal Counsel

H.E. MS. ZORANA MIHAJLOVIC
MINISTER OF MINING AND ENERGY
REPUBLIC OF SERBIA

| Bank ‘ Raiffeisenlandesbank

1 |

IBAN ‘ AT953200000015102825
BIC RLNWATWW



From: Natalija Lukovic

To: Dirk Buschle

Cc: Janez Kopac; "Vesna Lakovic"; "SneZana ristic"; "Olga Antic Miocinovic"; sasa.stojanovic@mre.gov.rs;
petstano45@gmail.com; "Kabinet MRE"

Subject: Plan for Implementation of Activities for the Purpose of Sertification of Yugorosgaz- Transport DOO

Date: Friday, 2 April 2021 15:46:29

Attachments: PLAN ZA SPROVODJENJE AKTIVNOSTI U CILJU SERTIFIKACIJE konacno eng.docx

Dear Dirk,

In the attachment of this mail is the Plan for Implementation of Activities for the Purpose of
Sertification of Yugorosgaz- Transport DOO according to the model of independent transmission
operator(ITO).

I would like to inform you that the answer was prepared within the required deadline, but we
had to wait for its translation into English, so that is the reason why we are sending it to you

today. | deeply apologize for this.

Could you please confirm that the submitted plan is sufficient in response to the submitted letter
from the Secretariat.

Kind regards,

Natalija Lukovic
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PLAN FOR IMPLEMENTATION OF ACTIVITIES FOR THE PURPOSE OF CERTIFICATION OFYUGOROSGAZ - TRANSPORT DOO ACCORDING TO THE MODEL OF INDEPENDENT TRANSMISSION OPERATOR (ITO)



All deadlines are related to the ratification of the Protocol on Amendments to the Intergovernmental Agreement (IGA) and are presented on a weekly basis since its entry into force.

* the stated deadlines depend on the procedures of companies and state bodies.

** The deadline depends on the Energy Agency of the Republic of Serbia (AERS) and the Secretariat of the Energy Community



		No.

		ACTIVITIY

		DEADLINE from the date of entry into force of the Protocol amending the IGA

		RESPONSIBLE



		1.



		Entry into force of the Protocol amending the Intergovernmental Agreement (IGA) between the Federal Government of the Federal Republic of Yugoslavia and the Government of the Russian Federation of April 11, 1996.

		ASSUMPTION:

May 2021*

		Ministry of Mining and Energy of the Republic of Serbia and the Ministry of Energy of the Russian Federation, the Government of the Republic of Serbia and the Government of the Russian Federation, the National Assembly of the Republic of Serbia *



		2.

		Implementation of the update of the independent assessment of the market value of the Gas Transmission System Complex Yugorosgaz ad (Assets) with the aim of transferring from Yugorosgaz ad to the ownership of Yugorosgaz - Transport doo

		5 weeks

		Yugorosgaz ad, independent appraiser *



		3.

		Implementation of corporate procedures for creating conditions for the transfer of assets from Jugorosgaz ad to the ownership of Jugorosgaz - Transport doo

		8 weeks

		Yugorosgaz аd, Yugorosgaz – Transport dоо, Shareholders of Yugorosgaz *



		4.

		Adopting a decision of the management body on the transfer of assets from Yugorosgaz ad to Yugorosgaz - Transport doo

		10 weeks

		Yugorosgaz аd, Yugorosgaz – Transport dоо, Shareholders of Yugorosgaz аd *



		5.

		Creating conditions for certification of Yugorosgaz - Transport doo according to the ITO model 

		11 weeks

		Yugorosgaz аd, Yugorosgaz – Transport dоо



		6.

		Preparation of documents for certification according to the ITO model

		11 weeks

		Yugorosgaz – Transport dоо



		7.

		Establishment of the Program for ensuring non-discriminatory behaviuor of Yugorosgaz - Transport doo

		11 weeks

		Yugorosgaz – Transport dоо, AERS *



		8.

		Appointment of a person to monitor the non-discriminatory behaviour program Yugorosgaz - Transport doo

		11 weeks

		Yugorosgaz – Transport dоо, AERS*





		9. 

		Registration of decisions of the management bodies of Yugorosgaz ad and Yugorosgaz - Transport doo in the Business Registers Agency (BRA) 

		12 weeks

		Yugorosgaz аd, Yugorosgaz – Transport dоо, BRA *



		10. 

		Registration of Assets in the Republic Geodetic Authority (RGA) - line cadastre

		16 weeks

		Yugorosgaz аd, Yugorosgaz – Transport dоо, RGA *



		11.

		Submission of Requests for certification of Yugorosgaz - Transport doo according to ITO model

		16 weeks

		Yugorosgaz – Transport dоо





		12.

		Adoption of an act on the price of access to the natural gas transmission system

		22 weeks

		Yugorosgaz – Transport dоо



		13.

		Submission of a request for approval of the tariff for the transmission of natural gas in accordance with the ownership of the assets and the calculation of depreciation

		24 weeks

		Yugorosgaz – Transport dоо, AERS *



		14. 

		Determining the tariff for the transmission of natural gas

		26 weeks

		AERS *, Yugorosgaz – Transport dоо



		15.

		Certification of Yugorosgaz - Transport doo according to ITO model

		48 weeks **

		AERS *



		16.

		Start of operation of the certified transmission system operator Yugorosgaz - Transport doo according to the ITO model in accordance with the provisions of the Energy Law 

		49 weeks

		Yugorosgaz – Transport dоо
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PLAN FOR IMPLEMENTATION OF ACTIVITIES FOR THE PURPOSE OF CERTIFICATION OFYUGOROSGAZ - TRANSPORT
DOO ACCORDING TO THE MODEL OF INDEPENDENT TRANSMISSION OPERATOR (ITO)

All deadlines are related to the ratification of the Protocol on Amendments to the Intergovernmental Agreement (IGA)
and are presented on a weekly basis since its entry into force.

* the stated deadlines depend on the procedures of companies and state bodies.

** The deadline depends on the Energy Agency of the Republic of Serbia (AERS) and the Secretariat of the Energy

Community
No. ACTIVITIY DEADLINE from the RESPONSIBLE
date of entry into
force of the Protocol
amending the IGA

1. Entry into force of the Protocol ASSUMPTION: Ministry of Mining and Energy of the
amending the Intergovernmental . Republic of Serbia and the Ministry of
Agreement (IGA) between the Federal May 2021 Energy of the Russian Federation, the
Government of the Federal Republic Government of the Republic of Serbia
of Yugoslavia and the Government of and the Government of the Russian
the Russian Federation of April 11, Federation, the National Assembly of the
1996. Republic of Serbia *

2. Implementation of the update of the 5 weeks Yugorosgaz ad, independent appraiser *
independent assessment of the
market value of the Gas Transmission
System Complex Yugorosgaz ad
(Assets) with the aim of transferring
from Yugorosgaz ad to the ownership
of Yugorosgaz - Transport doo

3. Implementation of corporate 8 weeks Yugorosgaz ad, Yugorosgaz — Transport
procedures for creating conditions for doo, Shareholders of Yugorosgaz *
the transfer of assets from Jugorosgaz
ad to the ownership of Jugorosgaz -
Transport doo

4. Adopting a decision of the 10 weeks Yugorosgaz ad, Yugorosgaz — Transport
management body on the transfer of doo, Shareholders of Yugorosgaz ad *
assets from Yugorosgaz ad to
Yugorosgaz - Transport doo

5. Creating conditions for certification of 11 weeks Yugorosgaz ad, Yugorosgaz — Transport
Yugorosgaz - Transport doo according doo
to the ITO model

6. Preparation of documents for 11 weeks Yugorosgaz — Transport doo
certification according to the ITO
model

7. Establishment of the Program for 11 weeks Yugorosgaz — Transport doo, AERS *
ensuring non-discriminatory
behaviuor of Yugorosgaz - Transport
doo

8. Appointment of a person to monitor 11 weeks Yugorosgaz — Transport doo, AERS*
the non-discriminatory behaviour
program Yugorosgaz - Transport doo




Registration of decisions of the
management bodies of Yugorosgaz ad
and Yugorosgaz - Transport doo in the
Business Registers Agency (BRA)

12 weeks

Yugorosgaz ad, Yugorosgaz — Transport
doo, BRA *

10.

Registration of Assets in the Republic
Geodetic Authority (RGA) - line
cadastre

16 weeks

Yugorosgaz ad, Yugorosgaz — Transport
doo, RGA *

11.

Submission of Requests for
certification of Yugorosgaz -
Transport doo according to ITO model

16 weeks

Yugorosgaz — Transport doo

12.

Adoption of an act on the price of
access to the natural gas transmission
system

22 weeks

Yugorosgaz — Transport doo

13.

Submission of a request for approval
of the tariff for the transmission of
natural gas in accordance with the
ownership of the assets and the
calculation of depreciation

24 weeks

Yugorosgaz — Transport doo, AERS *

14.

Determining the tariff for the
transmission of natural gas

26 weeks

AERS *, Yugorosgaz — Transport doo

15.

Certification of Yugorosgaz -
Transport doo according to ITO model

48 weeks **

AERS *

16.

Start of operation of the certified
transmission system operator
Yugorosgaz - Transport doo according
to the ITO model in accordance with
the provisions of the Energy Law

49 weeks

Yugorosgaz — Transport doo
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Vienna, 9 May 2022
RS-MC/O/alo/08/09-05-2022

Breaches of Energy Community law in the natural gas sector
Excellency,

Following up on yesterday’s letter recalling the deadline for transposition of Directive 2014/52/EU,
we would like to turn your attention to a number of breaches of Energy Community law by the
Republic of Serbia in the natural gas sector. These breaches consist of the lack of unbundling of
the transmission system operators Transportgas Srbija and Yugorosgaz Transport, as well as the
refusal to grant non-discriminatory third party access to the Horgos interconnector with Hungary.
The breaches were identified by the Ministerial Council of the Energy Community (Decision
2014/03/MC-EnC in Case ECS-9/13 Transportgas Srbija, Decision 2019/02/MC-EnC, in Case
ECS-10/17 Yugorosgaz Transport, Decision 2021/1/MC-EnC in Case ECS-13/17 Horgos). In the
case concerning the lack of unbundling of Transportgas Srbija, the Ministerial Council has already
qualified the breach as serious and persistent in line with Article 92 of the Treaty (Decision
2016/17/MC-EnC).

We very much regret that the Republic of Serbia has failed to rectify these long-standing breaches
to date, despite the repeated offer by the Secretariat for assistance. Viewed together with the
exemption and certification decisions by the national regulatory authority AERS in favour of the
Gazprom-owned Gastrans pipeline, this amounts to an almost systemic refusal to implement the
main principles of European law in the gas sector of Serbia. We understand that in bilateral
discussions with the European Commission, your Government proposed a timeline to establish
compliance with the Energy Community rules. According to the latest update available to us, an
application for certification of Transportgas Srbija in line with the ISO model of unbundling was
withdrawn, Yugorosgaz Transport is still not unbundled on account of an intergovernmental
agreement with the Russian Federation, and the status of allocating capacity on the Horgos
interconnector remains unchanged. The status of compliance with the Energy Community rules has
thus not improved since the Ministerial Council adopted its Decisions, which remain binding on the
Republic of Serbia.

H.E. ZORANA MIHAJLOVIC

DEPUTY PRIME MINISTER
MINISTER OF MINING AND ENERGY
REPUBLIC OF SERBIA

| Bank ‘ Raiffeisenlandesbank
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What has changed is the international background. In the wake of the Russian war against Ukraine,
there is a real possibility of disruption of gas flows from Russia to Europe, a risk that authorities and
companies are currently trying to address all over Europe these days. The risk has recently
materialized in the case of Bulgaria and Poland. In this situation, we believe that maintaining non-
compliant market structures and corporate governances exposes both the EU Member States and
Contracting Parties to additional vulnerabilities. We further recall that the Secretariat, in its
certification opinions issued for transmission system operators of other Contracting Parties, has
followed the highest standards of European law. It would not be in line with the principles of fairness
and non-discrimination if we were not to follow up on clearly established instances of non-
compliance by the Republic of Serbia. Finally, we note that the foreclosure of the Horgos
interconnector has significant negative impact on the security of supply in South East Europe in
case of a disruption of gas flows from Russia, as has been shown in the Energy Community
emergency exercises.

The Ministerial Council’s various Decisions cited above require the Republic of Serbia to rectify all
breaches, and to report to the Secretariat. We remain fully committed to support the Government,
the regulatory authority and the companies in ensuring compliance with these Decisions. However,
if there is no request for such support or any information on how the breaches have been rectified
by 1 July 2022, we are left with no other option than to initiate procedures under Article 92 of the
Treaty. We sincerely hope that this can be avoided.

Please accept, Excellency, the assurance of my highest consideration.

Yours sincerely,

/A\ffLM' L\r)vv'ku_“) “a/\*kf

Artur Lorkowski
Director

| Bank ‘ Raiffeisenlandesbank
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Penmy6uxa Cpouja Republic of Serbia

ITornpencenunua Bnane Deputy Prime Minister
MunucTapeTBO pynapcrTsa Ministry of Mining
U EHEPIeTHKE and Energy
Hemamuna 22-26 22-26, Nemanjina Str.
11000 Beorpan 11000 Belgrade
Peny6muka Cpbuja Republic of Serbia

Tel: +381 (0)11 3604 461 ¥ http://www.mre.gov.rs/

Beorpan, 12. maj 2022. ronuse

[TomtoBanu roCIioguHe HOpKOBCKI/I,

Kao wnanuna Exeprercke 3ajeqnuue, Pemy6iuka Cp6uja je npeysena ofaBe3y maa
yearnack CBOje 3aKOHONABCTBO ca 3aXTeBHMa QupextuBa Jlupextuse 2009/73/ELl u Ypenbe
(ELD) 715/2009 y unmy yranpehema kBanuteTa 06aBbama IETaTHOCTH ¥ 06JIaCTH IPHPOIHOT
raca, Hosehame KOHKYPEHUHje y 0BOj 00J1aCTH M HIDKE LiCHe 32 Kpajier MOTpoIaya.

Y nuby HCIymerba npeysete obasese, PemyGnuka Cpouja je y nenembpy 2014. rogume
JioHeNa 3aKOH O EHEPIeTUIX KOJUM CY TPAHCTIOHOBAHE O/pe/ibe rOpe HABENCHMX EBPOIICKHX
npomnrca. OBAM 3aKOHOM ¢y, y cknany ca Jlupexruom 2009/73/E3, mponucany yciosu Koje y
TIOTJIE/lY CBOj€ OPraHM3alKje MOpa 11a 3a00BOJbH OIIEPATOP TPAHCIOPTHOT CHCTEMA IPUPOIHOT
raca, Kao d yCJIOBY ¥ Ha49MH 32 IETOBY CepTH(hUKALIA]Y.

3aKOHOM O M3MeHaMa M JOoIyHama 3axoHa o eHepreTHuu u3 2021, rogume y TacHOM
CEKTOpY HOINATHO j€ OTBOPEHO M TPXKHUIITE HPHPOJHOr raca yBohemeM HOBOD YYECHHKA Ha
TPXUIITY [PUPOAHOr Taca M OMOryhaBameM  NPUBPEJHMM IPYIITBMMA Koja HECY
peructpopaHa y Pemybmuum CpOuju ma Mory o6aB/saTH OBE [ellaTHOCTH Ha TPXKUIITY
Penybnuxe Cpbuje.

Takohe, oBuM 3aKk0HOM y 00JIaCTH raca CTBOPEH j€ IIPaBHH OCHOB 32 TIPEHOC Y CPIICKO
3aK0HO/IaBCTBO Ypende EY 1227/2011 o uenoBUTOCTH M TPaHCIAPEHTHOCTH BEJIENPOAAjHOT
TpXUIITA eHeprije, Ypenbe EY 347/2013 o cMepHHuIaMa 32 TPaHCEBPONCKY EHEPIeTCKyY
MHQPACTPYKTYpy, VYpembe komucmje EY  2015/703 o  ycmocraBmbarmy IpaBuia
MHTEPONEPabUIHOCTH M pa3MeHe IofaTaka, ¥Ypende komucuje EY 2017/459 o YCIOCTaBIbaAKY
MpPEKHUX MPaBHNIA 33 MEXaHM3ME DACIOENC KalalUTeTa ¥ TPAHCIIOPTHUM CHCTEMHMA 3
IPUPOJHHU rac, Ypende komucuje EY 2017/459 on o ycnmocTaBibamy MPEXHMX IpaBuia 3a
MEXaHU3ME PACTIOfIENe KalaluTeTa ¥ TPAHCIIOPTHAM CHCTEMMMA 3a IIPUPOAHE rac, Ypexbe
komucrje EY 2017/460 o ycmocrapsbamby MpPEXHHX IpaBWIa 0 yckiahjeHHM CTPYKTypama
TPaHCHIOPTHHUX Tapu(a 3a rac u Ypende komucuje EY 312/2014 0 yenocTasmamy Mpexunx
npaBuna o 0alaHCHParky TPAHCIOPTHHX MPEXKA.

Cexperapujat EHeprercke 3ajeaanme
I'ocnogun ApTyp JIOpKOBCKH, IHPEKTOP
AMm Xog 4

1010 beu

AycTpHja



Taxobe, y unsmpy otknamama pelpexa 3a oTaparse [Tornasma 15, 3axsbyukom Bage
Pentybmaxe Cp6uje oz 16. Maja 2021. rogune ycBOjeH je [Tnan akTHBHOCTH Ha peopraumu3anuju
JIT ,.Cpbujarac* Hosu Can. V nocagammem IEPHONY PEaNH30BaH je HHU3 aKTUBHOCTH Ha
CTBapamy yciioBa 3a cepTHhUKALH]y OTIEPAaTOpa TPAHCHOPTHOL CHCTEMa, a Haj3HaYajHIje cy
CBAKAKO IPEHOC OCHUBAYKUX IIpaBa y OILIEPAaTOPy TPAHCIIOPTHOT cucTeMa ca JII Cpbujarac na
Penybnuky Cp6ujy, usmena ocaupauimx axata JIT ,,Cpbujarac” u » 1 paHCcIIOpTrac Cpbuja”
A00 K IMCHOBAK:€ OpraHa yupassbama JI1 »Cpbujarac” u » | pPAHCIIOpTrac Cpbwuja” noo.

Hagenenum ITnanowm, npensubena je ¥ w3meHa PEIICBAaHTHUX NPONHCA KOjuMa 6H ce
OCHI'ypaja HE3aBHCHOCT y BPIIEHY YIPaBIbAUKUX TipaBa y ume Pery6mixe Cp6uje, a Koja 6u
OCHTypana CepTH(UKANM]Y pa3aBojeHux npeayseha y obmactu ipupoxHor raca. Kako cy y
Peny6munu Cp6uju y alpuJly 0BE PONMHE OJPIKAHH [IAPIIAMETAPHH u360pu TperyTHA Briana Te
¥ TCXHMYKOM MaHIaTy u Huje MOTyhe H3BPIIUTH H3MeHe IOTpeOHOT ceTa nmponuca.

Hakon xoncturyncama [Tapnaventa $opmupame Hose Brane crehuhe ce YCJIOBY 3a
POMEHY MOTpeOHe 3aKOHCKE PETYIIATHBE, KAKO BH ce Ochrypana cepruduxanuja oneparopa
TPaHCIOPTHOT CHCTEMA

Hamomumemo na je Ilmamom axtusmocTH Ha peopranusanuju JII ,,Cp6ujarace
AeunucaHy U pox (1. oktobap 2022. roause) 0 Kor ,» [ paHcnoprrac Cpbuja” 1.0.0, Hosu
Can tpeba a otBopu TIPHCTYI TPXUIITY KPO3 yiIa3Hy Tauky Xoprom

3axipyuxoMm Braje Peny6nuxe Cpbuje ox 16. Maja 2021. rogune YCBOjeH je u [lnan
CIpOBOLera aKTHBHOCTH y LHIby cepradukamvje Jyropocras - Tpancnopr noo mo Mozery
HE3aBUCHOT TPAHCIIOPTHOT Olleparepa (UTO) y uumy ycarnalagama OpraHH3allije racHOr
cextopa Peny6Giuke Cpbuje ca MehyHaponuuM oGasesama.

Kao nperxonny axrusnocr, Mmunucraperso pymapersa u CHEPreTHKe MOKPEHYJIo je
HHHUIU]aTHBY 3a u3MeHy u ponyny Cropasyma u3mely CaBesne Brmame Capesne Penybnuke
Jyrocnasuje u Brmage Pycke Qenepanmje o capagmu Ha H3rpaasn racosopa y CasesHoj
PeryGimmnu Jyrocnapuju, aume 6u ce CTBOPHIIH yCOBH 3a cepTuukaumjy Jyropocraz —
Tpancmopr mo UTO MOZeJy, OOHOCHO oMOryhmo IpeHOC BiacHMINTBA HaJx cucreMom 3a
TPaHCTIOPT MPUPOIHOT raca ca Jyropocras an Ha Jyropocras Tpaucnopr moo.

Texer ITpotokona o usmenama u Ronynama Criopasyma je yearmanren u3Mely ctpana
¥ onrosapajyhem poxy, melyTum, liponenypa 3a opobpeme NOTHHCHBAEA IIporokona je
OKOHYaHa HaKOH McTeka camor Criopasyma, na uetu HUj€ MOTIIHCAH.

IokpenyTa je uHummjaTHBa 33 NoHOMEeme HoBOr Crmopasyma koju he OMOTyhuTH
ceprudukaimjy Jyropocras Tpancnopra no UTO wmogeny. Ouexyje ce mpemmor Texcra
Cropasyma o pycke CTpase.

Taxobe, Ha cenmuum onpxanoj 20. anpuna 2022. rogmme Brnagna je nonena Ypenby o
YCJIOBHMA HCIIOPYKE M CHAO/EBAbA IPUPOLHEM TacoM. OBOM ypenbom 6mmxe ce nponucyjy
YCJIOBM HCIIOPYKE M CHabeBatba IPUPOJHIM FacoM KynaumMa, Kao M Mepe Koje ce Ipeny3umajy
Y Cly4ajy Aa je yrposkeHa CHIypHOCT UCTIOpYKe NIPHPOIHOT raca KyIuuMa ycies nopemehaja
¥ paly TpaHCTIOPTHOT MJIH AUCTPUOYTHBHOT CHCTEMA HITH nopemehaja Ha TpxumTY .



Jbybasno Bac MomuM za y3mere y 003up cBe Hamope Koje 0BO MUHHCTApcBO i Brana
Penybnuxe CpGuje npenysumajy y musby pemapama oBux KOMIINIEKCHUX NHTamka U CTBApamba
CTa0WUJTHOT PETYNATOPHOT U TPXKHUIIHOT OKBHpa y 00JIaCTH CHEPreTHKeE.

C nowrropamem,

: jﬁf@j&xﬁt«ié/ﬁ

Ipod: ip 3opana 3. Muxajnosuh



Peny6.iuxa Cponja Republic of Serbia

IoTrnpeacenunna Bnage Deputy Prime Minister
MunHncTapeTBO pyIapcTea Ministry of Mining
H €HEpreTHKe andEnergy
Hemamuna 22-26 22-26, Nemanjina Str.
11000 Beorpan 11000 Belgrade
Peny6muka Cpbuja Republic of Serbia

Tel: +381 (0)11 3604 461 %# http://www.mre.gov.rs/

Courtesy translation
Belgrade, 12 May 2022

Dear Mr. Lorkowski,

As a member of the Energy Community, the Republic of Serbia has undertaken to
harmonize its legislation with the requirements of the Directive 2009/73/EC and the Regulation
(EC) 715/2009, with the aim to improve the quality of operations related to natural gas, and to
increase competition in this area and provide lower prices for end users.

In order to fulfill the obligations undertaken, in December 2014, the Republic of Serbia
passed the Law on Energy by means of which the provisions of the above mentioned European
regulations have been transposed. The Law has prescribed the conditions to be met by the
operator of a natural gas transport system, vis-d-vis its organization, as well as the conditions
and methods to be provided for its certification, in accordance with the Directive 2009/73/EC.

The Law on Amendments and Supplements to the 2021 Law on Energy has helped open
the additional natural gas market in the gas sector, by introducing a new participant on the
natural gas market and by enabling business companies not registered in the Republic of Serbia
to operate on the market of the Republic of Serbia.

Also, this gas-related law has provided a legal basis for transposition into Serbian
legislation of the Regulation (EU) No 1227/2011 on wholesale energy market integrity and
transparency, the Regulation (EU) No 347/2013 on guidelines for trans-European energy
infrastructure, the Commission Regulation (EU) 2015/703 establishing a network code on
interoperability and data exchange rules, the Commission Regulation (EU) 2017/459
establishing a network code on capacity allocation mechanisms in gas transmission systems,
the Commission Regulation (EU) 2017/460 establishing a network code on harmonized
transmission tariff structures for gas, and the Commission Regulation (EU) No 312/2014
establishing a Network Code on Gas Balancing of Transmission Networks.

Mr. Artur Lorkowski, Director
Energy Community Secretariat
Am Hof 4

1010 Vienna

Austria



In addition, in order to eliminate the obstacles related to the opening of Chapter 15, and
based on the Conclusion of the Government of the Republic of Serbia of 16 May, 2021, an
Action Plan for the reorganization of the PE “Srbijagas” Novi Sad was adopted. So far, a series
of activities have been implemented in order to provide conditions for certification of a gas
transport system operator, among which the most important activities include primarily the
transfer of founder’s shares in the transport system operator, from the PE “Srbijagas” to the
Republic of Serbia, the amendment of the articles of association of the PE “Srbijagas™ and
“Transportgas Srbija” LTD and the appointment of managing bodies of the PE “Srbijagas” and
“Transportgas Srbija” LTD.

The mentioned Action Plan has also envisaged the amendment to relevant provisions
which would ensure independent exercise of management rights on behalf of the Republic of
Serbia, and which would provide certification of separate companies operating in the field of
natural gas. Given that Parliamentary elections were held in the Republic of Serbia in April of
this year, the current Government has a technical mandate and it is not possible to make changes
to the required set of provisions.

After the constitution of the Parliament and the creation of the new Government,
conditione for changing the required legislation will be provided, in order to ensure certification
of transport system operators.

We mention that the Action Plan for the reorganization of the PE “Srbijagas™ has
envisaged the deadline (1 October 2022) until when the “Transportgas Srbija” LTD Novi Sad
should provide access to the market through the entry point of Horgos.

The Conclusion of the Government of the Republic of Serbia of 16 May 2021 has also
served to adopt the Plan for implementation of activities on providing certification of the
company “Yugorosgaz — Transport” LTD, by using the model of the independent transport
operator (ITO), with the aim to harmonize the organization of the gas sector of the Republic of
Serbia and related international obligations.

The previous activity of the Ministry of Mining and Energy included the launch of the
initiative for amending and supplementing the Agreement between the Federal Government of
the Federal Republic of Yugoslavia and the Government of the Russian Federation on
cooperating in the building of the gas pipeline in the Federal Republic of Yugoslavia, which
would provide conditions for the certification of the company “Yugorosgaz — Transport”,
according to the ITO model, or enable the transfer of ownership over the natural gas transport
system, from the “Yugorosgaz” JSC to the “Yugorosgaz — Transport” LLC.

The text of the Protocol on amendments and supplements to the Agreement has been
agreed between the parties within the required deadline. However, the procedure for approving
of the signing of the Protocol was completed after the Agreement itself had expired, and
consequently the Protocol remained unsigned.

An 1nitiative has been launched to adopt a new Agreement that will enable the
certification of the “Yugorosgaz — Transport” using the ITO model. The Russian party is
expected to provide a draft text of the Agreement.



Also, at its session held on 20 April 2022, the Government passed the Regulation on
the conditions of delivery and supply of natural gas. This regulation prescribes in more detail
the conditions applicable to delivery and supply of natural gas to customers, as well as the
measures to be undertaken in cases of endangered security of delivery of natural gas to
customers, due to disruptions in the operation of the transport or distribution system or due to
market disturbance.

We kindly ask you to consider all the efforts that this Ministry and the Government of
the Republic of Serbia are putting in order to resolve these complex issues and create a stable
regulatory and market framework in the field of energy.

Sincerely,

Professor Zorana Z. Mihajlovic, PhD



Energy Community

DECISION OF THE MINISTERIAL COUNCIL
OF THE ENERGY COMMUNITY

2021/01/MC-EnC: on the failure by the Republic of Serbia to comply with the Energy
Community Treaty in Case ECS-13/17

THE MINISTERIAL COUNCIL OF THE ENERGY COMMUNITY,

Having regard to the Treaty establishing the Energy Community (“the Treaty”), and in particular
Article 91(1)(a) thereof;

Upon the Reasoned Request by the Secretariat in Case ECS-13/17 dated 23 July 2019;
Having regard to the Reply by Republic of Serbia dated 12 September 2019;
Having regard to the public hearing of 29 June 2020,

Having regard to the Opinion by the Advisory Committee established under Article 32 of Procedural
Act No 2008/01/MC-EnC of the Ministerial Council of the Energy Community of 27 June 2008 on the
Rules of Procedure for Dispute Settlement under the Treaty as amended by Procedural Act No
2015/04/MC-EnC, dated 25 January 2021;

HAS ADOPTED THIS DECISION:

Article 1
Failure by the Republic of Serbia to comply with the Treaty

1. Due to the unjustified exclusion by Srbijagas of the Horgo$ entry point from unrestricted and non-
discriminatory third party access and from open capacity allocation procedures, the Republic of
Serbia violates Article 32 of Directive 2009/73/EC and Article 16 of Regulation (EC) 715/2009, as
incorporated in the Energy Community, and therefore fails to fulfil its obligations under Articles 6, 10
and 11 of the Treaty.

2. For the reasons sustaining these findings, reference is made to the Reasoned Request, with the
exception of paragraph 71 thereof.



Energy Community

Article 2
Follow-up

1. The Republic of Serbia shall take all appropriate measures to rectify the breach identified in Article
1 and ensure compliance with Energy Community law immediately. Republic of Serbia shall report
regularly to the Secretariat and the Permanent High Level Group about the measures taken in 2021.
2. If the breach has not been rectified by 1 July 2021, the Secretariat is invited to initiate a procedure
under Article 92 of the Treaty.

Article 3

Addressees and entry into force

This Decision is addressed to the Parties and the institutions under the Treaty. It enters into force
upon its adoption.

Done by written procedure on 30 April 2021

For the Presidency



AJata Muellner

From: Predrag Grujicic

Sent: Thursday, 10 June 2021 21:09

To: Kabinet MRE; stevan.dukic@transportgas-srbija.com

Cc: 'jovanka.atanackovic'; 'Maja Matija Ristic'; 'Beka Jovic MRE'; Janez Kopac; Dirk Buschle;
rasa.kojcic@mre.gov.rs; natalija.lukovic@mre.gov.rs

Subject: Horgos - provisional capacity allocation

Attachments: horgos provisional monthly capacity allocation.docx

Dear colleagues,

On behalf of the Secretariat, | kindly remind you that the Energy Community Ministerial Council declared the existence of
a breach by Serbia of the Energy Community Treaty provisions in gas acquis by way of Srbijagas’ exclusion of the Horgos
entry point from objective and transparent capacity-allocation procedure.

The Council required Serbia take all appropriate measures to rectify the breach identified and ensure compliance with
Energy Community law immediately.

Serbia is asked to report regularly to the Secretariat and the Permanent High Level Group about the measures taken in
2021.

The Secretariat has drafted a proposal with a relevant provisional procedure to assist Serbia to rectify the said breach,
enclosed to this email. The Secretariat is happy to discuss the proposal in detail at any time convenient for you.

With best wishes,

Predrag Grujicic
Head of Gas Unit

. . Phone +43(0)15352222-217
Energy Community Secretariat .
Am Hof 4, Level 5, 1010 Vienna, Mobile +43 (0)664 849 82 10

( fmaogy Coamninity Austria Email predrag.grujicic@energy-

community.org
Web www.energy-community.org

emDownload VCF

This message may be privileged and confidential. It is intended only for the use of the addressee named above. If you are not
the intended recipient, any unauthorised dissemination, distribution or copying is illegal. If you have received this
communication in error, you should kindly notify the sender by reply email and destroy this message. We do not guarantee the
security or completeness of information hereby transmitted. We shall not incur any liability resulting from accessing any of the
attached files which may contain a virus or the like.

Please consider the environment before printing this e-mail.

il m



The Ministerial Council declared the existence of a breach by Serbia of the Energy Community
Treaty provisions in gas by Srbijagas’ exclusion of the Horgos entry point from objective and
transparent capacity-allocation procedure.

The Council required Serbia take all appropriate measures to rectify the breach identified and
ensure compliance with Energy Community law immediately.

Serbia is asked to report regularly to the Secretariat and the Permanent High Level Group
about the measures taken in 2021. The ministers invited the Secretariat to initiate the
procedure under Article 92 of the Treaty if the breach is not rectified by 1 July 2021.

On these grounds, the Secretariat drafts a provisional procedural act for:

Capacity auctions at Horgos entry point

l. Scope of the procedural act

1. Transportgas Srbija shall implement and apply Rules on transport system operation
(herein: “the Rules”) developed by public utility "Srbijagas" and approved by the Energy
Agency Rules on the natural gas transport system operation ("Official Gazette of RS"
No. 74/13 as amended (“Official Gazette of RS" No. 14/14 and and No. 11/15).

2. Transportgas Srbija shall draft new Rules on transport system operation and enable
meaningful period for the Energy Agency of Serbia to approve them by 1 March 2022
as stipulated in the Action plan for the Implementation of activities for the purpose of
Reorganization PE “Srbijagas”, as adopted by the Government of Serbia. The new
Rules shall fully transpose network codes on gas as applicable in the Energy
Community.

3. In particular, in the period from 1 July 2021, Transportgas Srbija shall enable
unrestricted access to all entry and exit points from its transmission system in line with
the Rules until the new Rules become operational and first annual capacity allocation
takes place in 2022 in line with the ENTSOG Auction calendar on one of the capacity
booking platforms.

4. For the purposes of this Procedural act, the definitions from the Rules shall apply.

Il. Rolling monthly capacity allocations at the entry point Horgos

5. From 1 July 2021 Transportgas Srbija shall enable unrestricted access at the Horgos
entry point on the rolling monthly basis in line with the Rules until the new Rules
become operational and first annual capacity allocation takes place in 2022 in line with
the ENTSOG Auction calendar on one of the capacity booking platforms.

6. The rolling monthly capacity auction shall be held once a month in line this Procedural
act and the Rules.


http://www.transportgas-srbija.rs/wp-content/uploads/2013-08-16-Pravila-rada-TS-PrGas-SG-74-2013.pdf
http://www.transportgas-srbija.rs/wp-content/uploads/2013-08-16-Pravila-rada-TS-PrGas-SG-74-2013.pdf
http://www.transportgas-srbija.rs/wp-content/uploads/2014-02-15-Pravila-rada-TS-PG-Srbijagas-izmena-SG-14-14.pdf
http://www.transportgas-srbija.rs/wp-content/uploads/2014-02-15-Pravila-rada-TS-PG-Srbijagas-izmena-SG-14-14.pdf

7. In addition to point 6, the monthly firm capacities shall be allocated in line with points
8.-18.

8. Capacity for each monthly standard capacity product shall be auctioned through the
rolling monthly capacity auction using an ascending-clock auction algorithm. Each
month, the monthly standard capacity product for the following calendar month shall
be auctioned.

9. During the rolling monthly capacity auction network users shall be able to apply for one
monthly standard capacity product.

10. Rolling monthly capacity auctions shall start on the third Monday of each month for the
following monthly standard capacity product unless otherwise specified in the auction
calendar.

11. The first month for capacity allocation from the point 10 shall be July 2021.

12. The capacity from the point 10 shall be offered on the Transportgas Srbija electronic
platform http://www.transportgas-srbija.rs/en/pristup-sistemu/kapaciteti/.

13. The capacity to be offered in the rolling monthly capacity auction shall be, each month,
equal to:

A—-09A+D
Where:

A is the transmission system operator's technical capacity for each of the standard
capacity products;

D is additional capacity, for such month, if any.

14. One week before the auction starts, transmission system operator shall notify network
users about the amount of capacity to be offered for the upcoming rolling monthly
capacity auction.

15. The bidding rounds of each auction shall take place between 8.00 UTC to 17.00 UTC
(winter time) or 7.00 UTC to 16.00 UTC (daylight saving) on all relevant gas days.
Bidding rounds shall be opened and closed within each gas day.

16. The allocation results of the auction shall be published, as soon as reasonably
possible, and no later than the next business day after the closing of the bidding round,
simultaneously to individual network users participating in the respective auction.

17. Aggregated information on the auction results shall be published to the market.


http://www.transportgas-srbija.rs/en/pristup-sistemu/kapaciteti/

18. The applicable tariffs for the capacity products shall be applied, as published on the
Transportgas Srbija’s web page:
http://www.transportgas-srbija.rs/wp-content/uploads/02cenovnik-pristupa-prevod-
1.pdf.

19. In case if discrepancies with this Procedural act and the Rules regulating monthly
capacity auctions, this Act shall prevail.

M. Other capacity allocations at the entry point Horgos

20. The interruptible monthly, daily firm and daily interruptible capacity allocations shall
be implemented in line with the Rules.

V. Final provisions

21. This Procedural act shall be abolished until the first capacity monthly allocation is
held in accordance with the new Rules in line with the ENTSOG calendar.


http://www.transportgas-srbija.rs/wp-content/uploads/02cenovnik-pristupa-prevod-1.pdf
http://www.transportgas-srbija.rs/wp-content/uploads/02cenovnik-pristupa-prevod-1.pdf
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Vienna, 16 May 2022
RS-MC/O/al0/09/16-05-2022

EXCELLENCY,

Thank you very much for your letter of 12 May 2022 replying to the concerns expressed by the
Secretariat with regard to the persistence of breaches of Energy Community law in several instances
in the area of gas. We understand from that letter that none of those breaches has been rectified
since the respective decisions of the Ministerial Council. Beyond the legal aspects, let me express
once again also my concerns in regards to the security of gas supplies for the Energy Community
Contracting Parties, in particular taking into account the recent halt of the Russian supplies to Poland
and Bulgaria, and reduced quantities of Russian gas by nearly one-third via Ukraine as of yesterday.

For now, supplies to the Republic of Serbia remain stable and within the limits of the nominations,
but the risk that the situation escalates into a partial or full disruption of gas imports to another
European Union Member State or the Energy Community Contracting Party is very high. Such risk
involves also your country.

The Secretariat's impact assessment underscores that capacities, transmission abilities, and
possible flow directions in the Serbian gas transmission system would play a crucial role in the
Balkan region in case of disruption - not only to enable supplies to Serbia and Bosnia and
Herzegovina but potentially also to Hungary and/or Bulgaria and even North Macedonia indirectly. It
is a matter of particular urgency that contractual capacity limitations in Serbia are resolved
immediately.

This would mean the involvement of all relevant national stakeholders in finding solutions on national
and regional levels.

The Secretariat has identified the following immediate steps which need to be applied without any
further delay:

- Implementing the gas acquis by the Serbian transmission operators, most notably opening the
interconnection point Horgos with Hungary, and making the interconnection points with the
Gastrans pipeline open for traders;

- involvement of Serbian market operators in consultations with the neighbouring TSOs (with
Bulgartransgaz, FGSZ, Bosnian TSOs etc.) and potential suppliers and upstream producers,
such as LNG suppliers, Azerbaijan, regional gas hubs; in particular, identify also
regulatory/commercial/financial, not only physical bottlenecks on the side of the market;

- availability of financial resources to purchase alternative gas is another risk that also has to be
addressed;

- revise national curtailment plans and organise emergency exercise with relevant stakeholders
with the Secretariat’s assistance;

| Bank ‘ Raiffeisenlandesbank

1 |

IBAN ‘ AT953200000015102825
BIC RLNWATWW
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- as an immediate action, Serbian suppliers should prioritise injection of gas in national storage
and, if needed, in the neighbouring countries’ storages;

- an analysis of demand across all energy sectors, identifying only necessary customers which
need to be protected, and fuel switch possibilities for consumers. Allocating the budget needs
to speed up the latter is a priority under “emergency scenario reserves”; Create the legal,
regulatory and budgetary possibility to support specific industries in order to avoid long-term,
structural economic impact;

- Support discussions of Serbian entities with suppliers and UGS operators in Hungary

- Prepare physical grids for potential, but unusual/emergency flow patterns; ensure that the grids
can handle such flows

The Secretariat stands ready to assist in all measures, and in additional ones should you have listed
them. The SEEGAS initiative® provides a robust platform in this respect, too, in which Serbia has not
participated. | invite you to join this initiative.

Allow me to stress particularly that Serbian authorities have still fallen short of needed regulatory
and legislative actions to enable unrestricted gas flows from all directions. Going beyond the absence
of unbundling and third-party access on all transmission pipelines, the Secretariat reminds you that
Serbia has not yet implemented Energy Community network codes that regulate unrestricted third-
party access to transmission networks, nor has implemented the national operators’ own existing
grid rules to allow so.

Given the seriousness of the situation, | urge you to speed up approval of the necessary regulatory
changes.

Sincerely yours,

: \/fuo\/‘ L&Mw . 9%,

Artur Lorkowski
Director
Energy Community Secretariat

H.E. ZORANA MIHAJLOVIC

DEPUTY PRIME MINISTER

MINISTER FOR MINING AND ENERGY
REPUBLIC OF SERBIA

1 https://lwww.energy-community.org/regionalinitiatives/SEEGAS.html
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Y cknaay ca Mpasuanma o paay TPaHCNOPTHOr cucTema npupoaHor raca (“Ca. rnacHuk PC”, 6p 74/13 u
14/14) n Oanykom o M3MeHama M AoMNyHama nNpasBuaa o paay TPaHCNopTHOr cuctema 6poj: 01-04-19/18-
1 op 26.01.2015.roguHe y3 carnacHocT AreHuuje 3a eHepretmky 6poj: 51/2015-A-1/7 ogp
30.01.2015.roanHe (,,Cn. rnacHuk PC“ 6p. 11/15), NC CAM -Ypeaba Komucuje (EY) 6p. 459/2017,
TPAHCNOPTIAC CPEVMIA pgoo Hosu Cag, Kao OnepaTop TPaHCNOPTHOr CUCTEMA NPUPOAHOT raca objaBsbyje :

NO3MB 3A YTOBAPAHE NIOANWHEN HEMPEKMOHOT KANALUMUTETA
3a BpLUetbe ycyre TPAHCMNOPTa 3a racHe roguHe :

- T+1,2021/2022 y nepuoay 01.10.2021 —01.10.2022.
- [+2,2022/2023 y nepuogy 01.10.2022 — 01.10.2023.
- T+3,2023/2024 y nepuoay 01.10.2023 —01.10.2024.

BpCTe KanauuTteTa :

- HenpekugHu ynasHW KanayuTeT
- HenpekuaHu U3nasHuM KanauuTeT

Pok 3a nogHolweke 3axTeBa :
- 05.07.2021.

PoK y Kojem OTC obaBeluTaBa KopucHuKe 0 pesyntatMma pacnogesie Kanauutera
- 20.07.2021.

Pacnonomeu KanaumTeTi 3a pacrnogeny no cBakom Ynasy u Manasy nspaxexun y Sm?3 Hanase ce Ha OnepaTusHOj
nnatoopmm TPAHCMNOPTIAC CPEUIA poo Hoeu Cagy aeny MO3UBU (https://ots.srbijagas.com)

HanomeHa :

- Kanauutet Ha ynasy U1 —MMNC Xoprow XYH/CPE Hehe 61Tk pacnonoKus 3a yrosaparbe A0 Aasbheer (ocum
3a TpaH3uT)

- Kanauutet Ha ynasy GT — UM CPBUJA Hehe 6MTU pacnonoxue 3a yroBapakbe [0 Aa/bber (ocum 3a
TpaH3uT)

- Ycayuajy aa Kanaumtet Ha ynasy U1 —MNMC Xoprow XYH/CPB GT u kanauuTteT Ha ynasy UM CPEUJA noctaHe
pacnonoXue 3a yrosoparee OnepaTop TpaHcnopTHor cuctema he o Tome obaBecTnTh ceBe KopucHuke

MpaBo Ha yyewhe y pacnogenn KanauutetTa Umajy PernctpoBaHu cybjekTn 3a rope HaBedeHe racHe roguHe y
CKnagy ca ynaHom 9.3. MpaBunia O pagy TPAHCMOPTHOr cMCTeMa NpupoaHor raca. lNpujase 3a perncrpauymjy
noaHoce ce OTC TPAHCMOPTIAC CPBUIA goo Hosu Cap Ha e-maun: dc@transportgas-srbija.com

PerncrpoBaHu KopucHUUM mory npuctynutn OnepatmsHoj naatdopmu n nogHetn 3axtes 3a npuctyn Cuctemy.
07.06.2021.r
TPAHCIMOPTIAC CPBEMIA poo Hosu Capg,

Onepatop TpaHCNOPTHOT cUCTEMaA



Y cknagy ca lNpasunuma o pagy TpaHcnopTHOr cuctema npupogHor raca ("Cn. rmacHuk PC”, Bp. 74/13 n 14/14) n
Opnykom 0 M3MeHama W [JonyHama npasuna O pagy TpaHcnopTHor cuctema ©6poj  01-04-19/18-1 op
26.01.2015.roguHe y3 carnacHocT AreHumje 3a eHepreTuky 6poj 51/2015-1-1/7 og 30.01.2015.rogune (,Cn. rnacHuk
PC*6p. 11/15), NC CAM -Ypenba Komucuje (EY) 6p. 459/2017, kao n Ypeabom o ycrnouma ucnopyke 1 cHabaesarba
npupogHum racom (,Cn. rnacHuk PC", 6p. 49/2022) TPAHCMNOPTIAC CPBWJA poo Hosu Cag, kao Onepatop
TPaHCMOPTHOr cUCTEMA NPUPOAHOT raca objasrbyje:

MO3KB 3A YTOBAPAHE MOONWHEN HEMNPEKMOHOI KAMALUWTETA
3a BpLUeHE yCnyre TpaHCnopTa 3a racHe roauHe

- [+1,2022/2023 y nepuoay 01.10.2022 - 01.10.2023.
- +2,2023/2024 y nepnoay 01.10.2023 - 01.10.2024.
- [+3,2024/2025 y nepuoay 01.10.2024 — 01.10.2025.

BpcTe kanauuteTa :

- HenpekugHu ynasHu kanaumret
- HenpekuaHu n3nasHu kanauutet

Pok 3a nogHoLUewe 3axTesa :
- 04.07.2022.

Pok y kojem OTC obaBeLTaBa KopucHuke 0 pesyntatuma pacnojene kanayurera
- 20.07.2022.

Pacnonoxvsi kanauuTeTn 3a pacnogeny no csakom Ynasy u M3snasy uspaxenu y kWh Hanase ce Ha OnepaTuBHOj
nnardpopmm TPAHCITOPTIAC CPBMUJA poo Hosu Cagy peny NMO3WMBU (https://ots.srbijagas.com)

HanomeHa :

- Kanauutert Ha yna3y U1 - MMNC Xoprow XYH/CPE Hehe 6utn pacnonoxms 3a yroBapake 40 farber (0cum
3a TpaHauT)

- Kanayutert Ha ynasy GT — U IN CPBENJA Hehe Buti pacnonoxms 3a yroBapatse A0 Aarber (ocum 3a TpaHaunT)

- Y cnyvyajy ga kanauutet Ha ynasy U1 — MMC Xoprow XYH/CPB GT u kanauutet Ha yna3y UM CPBAJA
nocTaHe pacrnonoxus 3a yrosopawe OnepaTop TpaHCMopTHOr cuctema he o Tome 06aBecTUTM CBe
KopucHuke

MpaBo Ha yyelwhe y pacnogenu kanauuteTa umajy PernctposaHu cybjekTu 3a rope HaBeeHe racHe roguHe y cknagy
ca ynaHom 9.3. Mpasuna o pagy TPaHCMOPTHOT cUCTEMA NPUPOAHOT raca. Mpujase 3a peructpauujy nogHoce ce OTC
TPAHCIOPTIAC CPBWJA pnoo Hosu Cap Ha e-maun: dc@transportgas-srbija.com

PeructpoBaHu kopucHLmM Mory npuctynuti OnepaTtusHoj nnatcopmi 1 nogHeTn 3axTes 3a npuctyn Cuctemy.
06.06.2022. r
TPAHCMNOPTIAC CPBEMJA noo Hosu Cap

OnepaTtop TPaHCMOPTHOT cMCTEMa
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