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1

INTRODUCTION

The current system for natural gas in Bosnia is characterized by a limited number of household, commercial
and industrial users connected to the transmission or one out of four distribution networks. The connection
of additional end-users to the existing systems is currently limited by constraints in the available network
capacities. At the same time plans to expand the gas transmission network (including the construction of
additional cross-border interconnections, e.g., with Croatia) as well as the construction of new gas
distribution networks in Bijeljina and Zenica are already advancing. Also plans for the establishment of
further gas distribution networks in other parts of Bosnia and Herzegovina exist (in particular along the
discussed Zagvozd – Posusje – Novi Travnik transmission pipeline, which would connect the existing
pipeline system with South Croatia).
The key objective of this report is therefore to describe and analyze the current legal and regulatory
framework for the development of gas networks in Bosnia and Herzegovina and to develop
recommendations on how it can be improved. When developing these recommendations, the specific
situation of the natural gas sector and the gas (transmission and) distribution networks in Bosnia and
Herzegovina, the current legal and regulatory framework in Bosnia and Herzegovina and its entities, and
the legal framework on EU level relevant for Bosnia and Herzegovina (as Contracting Party of the Energy
Community) as well as the experiences and the framework implemented in Croatia and Serbia should be
taken into account. In doing so, this project task should also contribute to strengthening the knowledge
and capabilities of the regulatory authorities and the gas sector stakeholders in Bosnia and Herzegovina
(BiH) in the area of gas system development.
System development report covers the legal and regulatory procedures for the development of the gas
(transmission and) distribution systems, which includes also provisions for the preparation and publication
of network development plans. In addition, it is also related to the process and requirements for the
establishment of a new Distribution System Operator (DSO), the connection of end-users and distribution
networks to the gas transmission network and of end-users to the gas distribution network. All of these
topics will be discussed within this report. The framework for the development of the gas system is also
linked to the regulatory provisions for the determination of gas transmission and distribution tariffs, for
the determination of efficient cost levels and allowed revenues of network operators, for the unbundling
of network operators, for the allocation of gas transmission network capacity and for the licensing of gas
network operators and other gas sector stakeholders; these topics are however discussed in further detail
in separate reports developed by DNV GL as part of the EIA project for Bosnia and Herzegovina funded by
USAID and therefore not further discussed as part of this report. 1 While this report covers the different
elements of system development for both gas transportation and distribution, its main focus is on gas
distribution networks, in particular when analyzing the process for the establishment of new gas network
operators and the historical development of the gas system.
This report starts with a description of the relevant legal framework on EU level, as implemented for the
Energy Community (chapter 2), both in relation to gas network development and the connection of users
to the gas network (sections 2.1 and 2.2 respectively). Chapter 3 discusses and analyses the development
of the gas distribution network in Croatia, providing an overview on the gas distribution network structure
1

“Report on gas transportation network tariffs”
“Report on gas distribution network tariffs”
“Network price control”
“Review of unbundling of the natural gas market in Bosnia and Herzegovina”.
“Report on capacity allocation and congestion management”
“Report on the Role and Structure of Licenses”

System Development Report – International Experience and Status Quo in Bosnia and Herzegovina

Page 1

(3.1) and the historical development of the gas distribution system in Croatia (3.2). In addition, the legal
and regulatory framework for the establishment of a new DSO, the development and expansion of the gas
distribution network and the connection of users to the network are assessed in detail (3.3). The chapter
on Croatia concludes with a summary of the practical experiences and lessons learned in Croatia in relation
the gas system development. The following chapter 4 covers the development of the gas distribution
network in Serbia, following a similar structure as the chapter on Croatia. The legal and regulatory
framework currently in place in Bosnia and Herzegovina and in its entities is described in detail in chapter
5 (again covering the same elements as for its neighboring countries). Based on the analysis in this report,
chapter 6 of this interim report provides an analysis of potential gaps and problems of the current situation
in Bosnia and Herzegovina in relation to system development. The final chapter 7 gives recommendations
for possible adjustments addressing the gaps identified for Bosnia and Herzegovina.

2

RELEVANT EU ACQUIS ON SYSTEM DEVELOPMENT

The core EU legislation for the natural gas sector is set by Directive 2009/73/EC and Regulation (EC) No
715/2009. In a wider perspective, Directive 2009/73/EC is concerned with the internal market for
natural gas, liquefied natural gas (LNG), biogas and gas from biomass. It aims at introducing common
rules for the transmission, distribution, supply and storage of gas, covering consumer protection and retail
market opening, unbundling of the sector, tasks and duties of the National Regulatory Authorities and nondiscriminatory access to the gas networks by third parties.
In relation to system development, the Directive sets requirements related to the development of the gas
transmission and distribution network in general and the development of a national ten-year gas
transmission network development plan in particular as well as general provisions in relation to the access
and the connection of users to gas transmission and distribution networks. These provisions are further
described in the following. Further requirements related to gas system development are not specified in
the European legislation, but defined in the respective national legislation.
Directive 2009/73/EC had to be implemented in Bosnia and Herzegovina by 1.1.2015 (Decision of
the Ministerial Council of the Energy Community 2011/02/MC-EnC).

2.1

Gas network development / planning

Gas transmission networks
Directive 2009/73/EC as implemented for the Energy Community 2 (Art. 13) specifies the operation,
maintenance and the development of reliable and efficient transmission facilities as a key task of each
transmission system operator (TSO). In addition, each TSO shall build sufficient cross-border capacity to
integrate European transmission networks considering the economically reasonable and technically feasible
demand for capacity and taking into account security of gas supply.
The TSOs of a country shall furthermore submit each year a ten-year network development plan to the
regulatory authority, containing efficient measures necessary to guarantee the adequacy of the system
and the security of supply (Art. 22). The plan shall be based on existing and forecasted supply and demand

2

Decision of the Ministerial Council of the Energy Community 2011/02/MC-EnC from 6th of October 2011.
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and consulted publicly with all relevant stakeholders. The ten-year network development plan (or TYNDP)
shall, in particular identify and describe the following elements:
•

the main transmission infrastructure that needs to be built or upgraded over the next ten years

•

the investments already decided and new investments which have to be executed in the next three
years

•

a time frame for all investment projects

When drafting the ten-year network development plan, the TSO shall make reasonable assumptions about
the future development of gas production, supply, consumption and exchanges with other countries, taking
into account investment plans for regional and Energy Community-wide networks, as well as investment
plans for storage and LNG regasification facilities.
The ten-year network development plan shall be subject to an open and transparent public consultation
with all actual or potential system users organized by the regulatory authority. The results of the
consultation process shall be published by the regulatory authority, including in particular possible needs
for investments. The regulatory authority shall assess whether the ten-year network development plan
covers all necessary investment needs identified during the consultation process and require the TSOs to
amend the plan. Implementation of the ten-year network development plan shall be monitored and
evaluated by the regulatory authority.
When the TSO does not execute an investment included in the network development plan (unless it is
beyond the control of the TSO), the regulatory authority can a) require the TSO to execute the investment
in question, b) organize a tender procedure open to any investors for the investment in question (which
may include the financing or the construction by any third party) or c) oblige the TSO to accept a capital
increase to finance the necessary investments and allow independent investors to participate in the capital.
TSOs may only be certified by the regulatory authority as in compliance with the unbundling provisions of
the Independent System Operator (ISO) model, if they have drafted an according TYNDP (Art. 14 (2) c).
In addition, requires that a vertically integrated company (Art. 18) as well as the Supervisory Body of an
ISO (Art. 20) shall not determine, directly or indirectly, the behavior of the Independent Transmission
System Operator (in case of the ITO unbundling model) in relation to activities necessary for the
preparation of the ten-year network development plan.
Major new gas infrastructure, i.e., interconnectors, LNG and storage facilities, may upon request to the
regulatory authority be exempted, for a defined period of time, from certain regulatory provisions (relating
to unbundling, third party access or the regulation of tariffs and revenues (Art. 36)).
10-year network development plan for gas transmission in Germany
The procedure for drawing up the German Network Development Plan for gas transmission consists of
three elements for which the (16) German TSOs are responsible: the scenario framework, the draft
network development plan and the public consultation of both the scenario framework and the draft
plan.
According to the German Energy Industry Act (Art. 15a) TSOs are obliged to provide a joint gas network
development plan every two years. All the documents drawn up by the TSOs need to be submitted to
the regulatory authority for Germany (Bundesnetzagentur) for review and published on a dedicated
website of the gas TSOs to allow the authorities, key market players and the public to examine them

System Development Report – International Experience and Status Quo in Bosnia and Herzegovina

Page 3

and submit their comments. The final network development plan is developed from the first draft of
the scenario framework in a total of nine phases (see figure below).

Figure 1: Steps for the preparation of the gas network development for Germany
Source: Website of the association of German gas transmission system operators www.fnb-gas.de/en
Scenario framework
The network development plan is drawn up on the basis of a number of different scenarios which are
published for comment in a consultation procedure. The scenario framework is developed with input
from external experts on behalf of the TSOs.
In the scenario framework, the TSOs define two scenarios (base case and storage case) for the
anticipated future development of the gas sector. These scenarios are based on assumptions on
production, demand, imports and exports of gas in Germany over the next 10 years, considering the
existing and planned investments in the gas network infrastructure throughout the EU (incl. gas storage
and LNG regasification plants) and scenarios on supply disruptions. Furthermore, the various scenarios
are linked to the scenario framework of the electricity TSOs, since electricity and gas are both
complements and substitutes.
The scenario framework drafted by the TSOs is consulted with the general public and downstream
network operators, providing an opportunity to comment in public and indicating their requirements
for the gas system of the future. All the comments received during the consultation process are
published and are taken into consideration in a further draft of the scenario framework, which is then
reviewed and subject to an approval by the German regulatory authority.
Network Development Plan
The TSOs draw up the network development plan on the basis of the calculations made in the scenario
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framework and in cooperation with the German regulatory authority. The draft network development
plan models gas flows over the next 10 years and identifies all the measures required for the
optimization, reinforcement and expansion of the existing gas transmission network, necessary to
match future gas demand, to ensure the security of supply and a safe and reliable network operation
over the next 10 years. It also includes the drafting of an action plan with specific measures for the
next 3 years (including an implementation timeline).
The network development plan is drafted by the TSOs, assisted by an external consultant and seven
working groups. Like the scenario framework, the draft is subject to a consultation with the general
public and downstream network operators and a review by the German regulatory authority.
Following the comments received in the public consultation and requests by the regulatory authority
both the scenario framework and the network development plan are usually revised several times. As
a result, the whole process generally takes more than two years. The final public consultation on the
draft network development plan is coordinated by the regulatory authority. The last step is the
confirmation of the network development plan by the German regulatory authority and the publication
of the final version of the plan.
The draft for the first network development plan was submitted to the German regulatory authority in
April 2012 (the first final German network development plan was published by the German regulatory
authority in March 2013).

Figure 2: Gas Transmission Network Development Plan 2018-2028
(base case, investment projects marked in red)
System Development Report – International Experience and Status Quo in Bosnia and Herzegovina
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Key conclusions of the network development plan 2018-2028
The construction of additional network capacities is primarily linked to the connection of Nord Stream
2 (a new gas import pipeline via the Baltic Sea connecting Germany directly with the Russian gas
network) and an increase of the demand for high caloric gas, due to an increase in demand from DSOs
and power plants, the gas changeover from low to high caloric gas and the additional exit requirements
at the border crossing points due to Nord Stream 2. Due to the decline in European gas production, it
is also assumed that the import demand through cross border points will increase over the following
years. For the interconnection via the Dutch border a reduction of imports is considered following the
demand of the Dutch Supervisory Authority to reduce Dutch gas production. Overall, extensions of the
existing transmission system by 1,390 km and the installation of new compressors with total capacity
of 499 MW is planned, resulting in planned investments of approximately EUR 7 billion until 2028.
The network development plan also evaluates the relevance of the gas infrastructure until 2050. In
two future scenarios the gas infrastructure progressively becomes superfluous through the
electrification of the energy system. A third scenario foresees a strategic role of the existing gas
infrastructure as an attractive option to store large amounts of energy in form of hydrogen and
methane, providing the needed flexibility to intermittent renewable sources. This scenario appears
more plausible due to lower investment needs through the reutilization of the existing (gas)
infrastructure instead of a build-up of alternative infrastructures.

Gas distribution networks
Like for transmission, each gas distribution system operator (DSO) is responsible for the operation,
maintenance and the development of reliable and efficient distribution facilities, considering the
environment and energy efficiency (Art. 25 of Directive 2009/73/EC). Furthermore, the DSO shall ensure
the long-term ability of its system to meet reasonable demands for the distribution of gas.
Where an authorization (e.g., license, permission, concession, consent or approval) is required for the
construction or operation of natural gas facilities, pipelines and associated equipment authorizations to
build and/or operate such facilities shall be granted by the Contracting Party (i.e., country that is part of
the Energy Community) or any designated competent authority based on objective and non-discriminatory
criteria (Art. 4). The criteria and procedures for the granting of authorizations shall be made public.
Where the grant of an authorization is refused, the reasons need to be objective and non-discriminatory
and made available to the applicant (as well as a notification given to the Energy Community Secretariat).
A procedure to appeal against the refusal of an authorization should be established.
Once a gas distribution system has been or is proposed to be built in a specific area and the existing or
proposed capacity is not fully utilized yet, a further authorization of another company to build and operate
a gas distribution network to supply that area may be declined.
A gas distribution system, within a geographically confined industrial, commercial or shared services site
not supplying any household customers, may be classified as closed distribution system by the
regulatory authority (Art. 28) if one of the following conditions is met:
•

the operation or production process of the users is integrated with the distribution network due to
specific technical or safety reasons; or

•

the gas distributes network primarily supplies the owner or operator of the closed distribution
system or to their related undertakings.
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Closed distribution systems may be exempted by the regulatory authority from the regulatory
provisions for the calculation of network tariffs.3 Upon request of a user of the closed distribution system,
the applicable tariffs, or the methodologies underlying their calculation, shall however still be reviewed by
the regulatory authority.

2.2

Access to gas networks and connection of users

Access to the gas transmission and distribution system and to LNG facilities shall be provided to all users
based on published tariffs and on objective non-discriminatory criteria (Art. 32 of Directive 2009/73/EC as
implemented for the Energy Community)4. The tariffs, or the methodologies underlying their calculation,
shall be approved by a regulatory authority prior to their entry into force.
Access to gas transmission and distribution may be refused on the basis of lack of capacity, of serious
economic and financial difficulties related to take-or-pay contracts, or where access to the system would
prevent them from carrying out their public service obligations. If access is refused, duly substantiated
reasons needs to be given (Art. 35). The Contracting Party (i.e., country that is part of the Energy
Community) may take according measures necessary to ensure that the gas network operator, who has
refused access to the system, makes the necessary enhancements to its network, as far as it is
economically feasible to do so or when a potential customer is willing to pay for them.
The regulatory authorities or the designated government authority shall ensure that technical safety
criteria and technical rules establishing the minimum technical design and operational requirements for
the connection of LNG facilities, storage facilities and other transmission or distribution systems are
developed and made public (Art. 8). The technical rules shall be objective and non-discriminatory and
ensure the interoperability of systems.
In addition, more specific requirements are made in relation to gas transportation. The connection of
storage facilities, LNG regasification facilities and industrial customers to the gas transmission system shall
be subject to transparent and efficient procedures as well as non-discriminatory connection tariffs,
established and published by the TSO and approved by the regulatory authority (Art. 23). The connection
of a new storage facility, LNG regasification facility or industrial customer may not be refused
by the TSO with reference to possible future limitations to available network capacities or
additional costs linked to the necessary increase of capacity. The TSO shall ensure that sufficient
entry and exit capacity for a new connection is available.

3

DEVELOPMENT OF THE GAS SYSTEM IN CROATIA

3.1 Overview of the gas network structure
Overview gas transportation
PLINACRO Ltd. operates the gas transmission network in Croatia. The transmission gas infrastructure
consists of 2693 km high pressure gas pipelines (952 km 75-bar, 1741 km 50-bar), 157 metering stations
at which 36 distribution systems and 19 end customers of gas are connected and covers around 95% of
3

This does however not apply for the incidental use by a small number of households located within the area served by a closed distribution
system.

4

Decision of the Ministerial Council of the Energy Community 2011/02/MC-EnC from 6th of October 2011.

System Development Report – International Experience and Status Quo in Bosnia and Herzegovina

Page 7

the territory of Croatia. Furthermore, the transmission network is connected with six with natural gas
production facilities and one underground gas storage. The national gas transmission network is connected
with Hungary and Slovenia and has 9 entry and 195 exit points.5

Figure 3: Gas transmission network of PLINACRO6

Overview gas distribution
The total distributed gas quantities in Croatia amounted to 10,837 million kWh in 2016, which represents
an increase of 5% as compared to distributed gas quantities in 2015. The total number of end-users in the
gas market at the end of 2016 was 654,930, of whom 607,259 were household customers (end-users
subject to the public service and served at regulated price), 47,650 were non-households end-users
connected on the distribution system, and 21 were non-household end-users directly connected on the
transmission system.
The total length of all gas distribution systems in Croatia amounted to 19,153 km at the end of 2016,
which represents an increase of 0.9% as compared to the total length of all gas distribution systems at

5

The Croatian gas transmission system has 9 entry points: two interconnections, one underground gas storage (also an exit point) and six
gas production fields. In the future an additional entry point is expected for the LNG terminal on the island of Krk.
Gas is taken off the gas transmission system at 195 connections: 36 connections at which gas is delivered to customers directly connected
to the transmission system, 158 connections with 35 distribution system operators, and one exit to the underground gas storage.
Source: HERA (2018): Final Consultation on the draft Reference Price Methodology in accordance with Article 26 of Commission Regulation
(EU) 2017/460 of 16 March 2017 establishing a network code on harmonized transmission tariff structures for gas.

6

Source: Croatian Energy Regulatory Agency (HERA).
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the end of 2015, according to data collected from the distribution system operators. Of the total length of
the distribution system at the end of 2016, low-pressure pipelines accounted for 16.3%, medium-pressure
pipelines accounted for 77.0%, and high-pressure pipelines accounted for 6.7%. In terms of the material
of the pipelines, 17.8% of the total length of the distribution system at the end of 2016 was made of steel,
81.9% was made of polyethylene pipes, and 0.3% was made of other materials. The total number of
odourisation stations in all distribution systems at the end of 2016 was 134.
Table 1: Natural gas consumption of end-users connected to the distribution networks in GWh
(NCV)7
2013
Total
Households
Non-households
≤10GWh
>10≤50 GWh
> 50 GWh

10 906
6 154
4 494
3 260
1 109
125

2014

2015

9 327
5 157
3 772
2 699
1 004
69

2016

10 099
5 648
4 451
3 279
1 078
94

10 837
5 870
4 689
3 613
997
79

Table 2: Number of end-users connected to the distribution networks and length of the
distribution networks

Total
Households connected to distribution
system network
Non-households connected to
distribution system network
Non-households directly connected to
transmission system network
Length of distribution network, km

7

2013

2014

2015

2016

651 099

649 674

654 671

654 930

599 019

599 476

603 565

607 259

52 080

50 173

51 087

47 650

25

19

21

18 909

18 987

19 153

18 577

To convert NCV (net calorific value = 15°C/15°C) to GCV (gross calorific value = 25°C/0°C) the values in table shall be multiped by 0,901
(this is conversion factor)
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The geographical layout of the distribution network areas in Croatia in 2016 is shown in Figure 4 below.

Figure 4: Locations of the DSOs distribution areas, and basic information on gas distribution
activities in Croatia in 20168

3.2 Historical development of the natural gas distribution
network
The natural gas distribution network in Croatia was developed by municipal utilities, who already provided
other services on municipal level (such as electricity distribution and supply). Today natural gas distribution
is performed by the 35 gas DSOs, which are mostly owned by the municipalities; only few of them are
privately owned.
Natural gas distribution was always conducted as a separated activity in Croatia, i.e., it was not driven or
developed by the oil & gas upstream company. The national oil & gas company INA had been partially
owning three distribution companies. Prior to the implementation of the EU unbundling requirements (first
as Contracting Party of the Energy Community and then as a member state of the European Union) gas
distribution and retail supply have been operated as an integrated business.
Today natural gas distribution is a regulated energy activity, which is performed as a public service (defined
by the Energy Law).

8

Source: Croatian Energy Regulatory Agency - Annual Report for 2016
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The Croatian Government launched the National Energy Program PLINCRO in the year 1998 with the aim
of enabling increased use of natural gas in the overall consumption of energy and to establish prerequisites
for the expansion of the gas network in the areas where the gas network already exists and especially in
areas where the gas network was not developed. In the year 2002 the Croatian parliament issued the
Energy Strategy of the Republic of Croatia (NN 38/2002) which, among other, defined that the gasification
of the Republic of Croatia shall be strategically supported in the next 10 years. It furthermore specified
the following provisions:
-

all existing sites of energy facilities shall be kept as the basis for the expansion and development
of the energy system,

-

existing energy and transmission systems should be modernized and expanded as needed

-

provide corridors for gas network expansion

The Energy Strategy defined three scenarios for energy consumption. Natural gas consumption was
predicted to rise between 3.6 bcm and 3.8 in 2010 and between 4.1 and 5.1 bcm in 2020 (depending on
the respective scenarios).
Based on the natural gas demand forecast defined in the Energy Strategy the national transmission system
operator Plinacro prepared a 10-year network development plan of the gas transmission system in Croatia
for the period 2002-2012.

EXISTING GAS
GAS SYSTEM
SYSTEM 50
50 BAR
BAR
EXISTING
EXISTING GAS
GAS SYSTEM
SYSTEM 75
75 BAR
BAR
EXISTING
PLLANED GAS
GAS SYSTEM
SYSTEM 75/50
75/50 BAR
BAR
PLLANED
PLLANED AFTER
AFTER 2001
2001
PLLANED
UNDERGROUND GAS
GAS STORAGE
STORAGE
UNDERGROUND

Figure 5: Natural gas network development plan in 20029
In the already gasified areas of Pula in Istra County and Rijeka in Primorska County the final stage of
gasification started when a new transport pipeline was built from Pula to Karlovac and from Pula to Umag
in 2006. The cities of Pula and Rijeka until then used so called town gas (appropriate mixture of propanbutan gases with air), but when the transport pipeline was made the existing DSOs replaced the complete
distribution network and all users switched to natural gas.

9

Source: Plinacro - Ten-year network development plan of the gas transmission system in Croatia for the period 2002-2012
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According to Plinacro´s Ten-Year Network Development Plan all three Dalmatian counties; Zadar, Šibenik
and Split, decided to prepare themselves for the upcoming natural gas. Each county in the following years
published concession requirements and issued a tender for concession. The forecast for natural gas
consumption for each Dalmatian county was prepared by the Energy Institute Hrvoje Požar from Zagreb.
The concessions for three distribution areas in Zadar County, Šibenik-Knin County and Split-Dalmatia
County had been awarded to one company, the EVN Croatia Plin Ltd.
Of all Dalmatian counties, most natural gas users are located in Zadar County. The distribution network in
all three counties has been developed in 14 towns. From June 1 2012, when the first customer was
connected to the network, until the end of 2017 727 customers (of which 655 households) with a total
consumption of 158 GWh (NCV) have been connected to the distribution network. According to the
concession agreement for Zadar County predictions were that about 22,000 consumers will be connected
in that area. For Split-Dalmatia County prediction was that 80,000 households are potential natural gas
users. Until today the number of connected natural gas consumers has been much lower than expected,
which indicates that the gasification plan was possibly too optimistic.
In short, the background for the gasification of Croatia was the Energy Strategy, based on which
Plinacro

prepared

and executed a

Ten-Year Network Development Plan, while local

governments tendered and awarded concessions for the development of distribution networks
executed by DSOs.

3.3 Overview on the legal and regulatory framework
3.3.1 Establishment of new DSOs
For the establishment of a new DSO in Croatia it is at first necessary to register the company at the
commercial court. Furthermore, each DSO needs to have a license for performing natural gas distribution.
By the Energy Law (Official Gazette 120/12, 14/14, 95/15, 102/15) it is defined that natural gas
distribution is an energy activity that can be done by a legal or natural person based on a license issued
by the Croatian Energy Regulatory Agency (further: Agency). The rules to obtain a license for natural gas
distribution are defined in the Ordinance on license for energy activities and keeping the register
of issued and seized licenses for performing energy activities (Official Gazette 88/15, 114/15,
66/18), which prescribes the conditions for the issuance, renewal, transfer and termination of validity of
the energy license and the period for which the license is issued. The list of documentation and proofs for
granting the license are published in Appendix I point 11. One of the key requirements is to possess the
necessary financial resources for the provision of gas distribution activities , which are defined by the
average amount of money held, over the last 30 days, in the account of a commercial bank (set at
50,000.00 HRK for a legal person and at 5,000.00 HRK for a physical person (Appendix II). Natural gas
distribution license can be issued for the period from 1 to 30 years (Appendix III).
According to the Natural Gas Law (NN 18/18), the DSO must comply with the unbundling requirements
by applying at least accounting unbundling (if the DSO has less than 100,000 customers) and of legal and
functional unbundling (if more than 100,000 customers are connected to the DSO).
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3.3.2 Development and expansion of the distribution network
Each DSO that performs natural gas distribution activity, and wants to develop a new distribution system
or expand existing one, can do so only if it is done according concession granted and only for the respective
concession area.
By the Concession Law (NN 69/17), it is defined that a concession for the distribution of natural gas in
a specific area is granted exclusively to a single company (Attachment II to the Law). In addition to the
Concession Law, the main law that defines the activity of gas distribution is the Natural Gas Law (NN
18/18), which among others defines the allocation of concessions for gas distribution and of concessions
for the construction of a distribution system (Art. 38 until Art. 46). The Law defines the area covered by
the concession and preparatory actions for granting the concession as well as the notification of the
granting of the concession and the criteria for selecting the most favorable offer. The contents of the
concession contract, the unilateral termination of the concession contract and the concession fee are
defined in detail. It is stipulated that the concession for gas distribution and concession for the construction
of the distribution system shall be granted for a period of at least 20 years and shall last no more than 50
years. Special Articles define duties (Art. 47, 48) and rights (Art. 49) of the DSOs.
The DSO who has been granted the concession needs to pay a concession fee, which is defined for natural
gas distribution and for the development (construction) of the distribution networks and amounts to 0.5%
to 1.5% of the achieved revenue in the previous calendar year in the area for which the concession is
granted. In case the DSO did not (yet) operate in the concession area in the previous year (i.e., he did
not receive any income) the concession fee is set at 0.3% of the planned revenue for the year in which
the DSO starts to put the distribution network into operation. In addition, each end-user is obliged to pay
a fee to the DSO (Art. 2) according to the following formula:
U = k*C*0.5
whereas:
U = the amount for fees paid by the end-user in the previous month (in kn),
k = gas quantity delivered in the previous month (in kWh),
C = unit price paid by the DSO to the municipality (calculated as the total revenue received in the
distribution area, for which the DSO has been granted the concession, divided by the total consumption
in the previous calendar year in that area) (in kn/kWh).
The above formula shows that only 50% of total concession fee payed by DSO to the municipality is passed
on to the end-users. The basis for calculating of fee for each of the end-user is the gas (expressed in kWh)
he consumed in previous month.
The DSO can pay the concession fee on an annual, semi-annual or quarterly basis, which is determined by
the concession contract. The end-users pay the fee to DSO on a monthly basis.
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10-year network development plan for gas transmission in Croatia
The Gas Market Law (OG 18/18) defines that the TSO shall develop a 10-year network development
plan (Art. 27, point 14). The plan must be approved by the Agency (Art. 28, Par 1), whereas the Agency
controls on an annual basis whether TSO has implemented the measures described in the approved
plan. The 10-year network development plan must be in line with Energy Strategy (Art. 28, par 1).
Furthermore the 10-year network development plan for the transmission system consist of the
following items:
-

a plan of the effective measures that guarantee the adequacy of the transmission system and
security of supply

-

details of the main transport infrastructure that needs to be built or extended within the
regulatory period

-

investments that have already been conducted and new investments identified for the
regulatory period

-

a timeline for the implementation of all investment projects

-

a 10-year projection of the development of the transmission system

-

an investment plan of the construction and replacement of sections of the transmission system,
including the provision of several technical and financial indicators

-

a study on the justification of the planned investments and the sources of their financing,
including the projection of gas supply and demand in the Republic of Croatia, the demand for
transmission system capacity for gas transit needs, which should consider plans for the
development of the gas production system, gas storage system, gas distribution systems and
the LNG terminal

-

the analysis and assumptions based on which the 10-year projection of transmission system
development is prepared

As part of the approval process by the Agency, also a public consultation (15-day public hearing) of
the development plan with all existing or potential future transmission system users is conducted by
the Agency (Art. 28, Par 5).

3.3.3 Connection of DSOs to the transmission network and the
connection of end-users
The expansion of the transmission network is conducted/planned by the 10-year network development
plan. The Gas Market Law (OG 18/18) defines the development of a 10-year network development plan
as one of the duties of the transmission system operator (TSO; Art. 27, point 14). The plan must be
approved by the Agency (Art. 28, Par 1), who closely monitors the implementation of the approved plan
by the TSO on annual basis. The 10-year network development plan must be in line with the Energy
Strategy (Art. 28, par 1). During the approval process by the Agency, the Agency also consults with all
existing or potential transmission system users on the proposed development plan through a 15-days
public hearing (Art. 28, Par 5).
The Gas Market Law (OG 18/18) also defines the development of a year 10-year network development
plan on an annual basis as one of duties of a DSO (Art. 47, Par 27). The plan needs to include the projection
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of total annual gas consumption that is planned to be taken off the gas transmission system. The plan
must be submitted to the TSO.
The development of the distribution network always needs to be in line with the development of the
transmission network. When DSO and TSO development plans are harmonized, also when and how the
distribution network (newly build or expanded) can be connected to the TSO network is defined. In the
same way also the connection of large end-users to the transmission network should be planned in the
network development plan of the TSO.
The Energy Law (Official Gazette 120/12, 14/14, 95/15, 102/15) (Art. 42) defines specifically that buildings
constructed without a building permit or other appropriate document as well as buildings for which the
construction inspection procedure is currently ongoing, related to the suspension of construction or
removal of buildings according to a special law, cannot be connected to the gas network.
The Methodology for Establishing Fees for Connection to the Gas Distribution or Transmission System and
for Increasing the Connection Capacity (Official Gazette 48/18), defines the categories of connections to
the gas distribution system, the complexity of the works, the method, the elements and criteria for
calculating fees for connection to the gas distribution and for increasing the connection capacity on the
existing connections, the procedure for submitting the request for determining or changing the amount of
connection fee, issuance, publication and application for connection fee.
The Methodology for Determining the Price of Non-Standard Services for Gas Transport, Gas Distribution,
Gas Storage, Acceptance and Delivery of Liquefied Natural Gas and Public Service Gas Supply (Official
Gazette 48/18), determines, among other things, the structure of non-standard services of transmission
and distribution system operators, as well as the method, elements and criteria for the calculation of nonstandard services and the issuance, publication and application of non-standard services.
This includes, for example, detailed provisions for the calculation of the average number of work-hours
needed to perform each of the non-standard services. As well, based on the above Methodology the Agency
published a Decision on average prices per work-hour for the non-standard services performed by DSOs,
TSO, storage operators and suppliers with public service obligations for the second regulatory period 20172021 (HERA, 11/2016).
Connection of DSOs to the transmission network
The procedure of connection of DSO network (newly built or expanded) to the transmission network is
defined by the Network Code of the transmission system, all based on the Art. 90 of the Natural gas Law.
The Network Code of the transmission system is prepared and published by the TSO with approval of the
Agency. Generally, based on the DSO request, the procedures include issuing technical and economical
requirements for a specific connection (the so called “Energy Conditions” issued by the TSO) and later on,
based on prepared technical documentation, issuing the approval for specific connection (so called “Energy
Approval”).
The “Energy Conditions” for the connection to the transmission system specify the requirements of a facility
to be connected to the transmission system, the technical and economic conditions of the connection and
the terms of use of the transmission system. The “Energy Conditions” are issued by the TSO and describe
the location conditions or special conditions respectively with which the user requesting the connection
has to comply. This relates among others to the acts that govern the field of physical planning, construction
and construction products as well as the connection of an existing building to the transmission system.
Along with the issue of the “Energy Conditions”, also an approval of the construction and the technical
description of the connection of the facility to the gas network is provided. Based on the review of the
technical documentation provided by the user requesting a connection, the transmission system operator
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is obliged to issue a certificate on the compliance of technical documentation with the “Energy Conditions”
or require the compliance with ”Energy Conditions”. “Energy Conditions” are issued by the TSO and are
published on its website.
The investor or the owner of the facility submits the request for issuing an “Energy Approval” (standard
Energy Approval Issuance Form is published on TSO website) and encloses with the request an approval
of the construction in accordance with the acts governing the field of physical planning, construction and
construction products. An “Energy Approval” for the connection to the transmission system contains all
information related to the connection (as in the “Energy Conditions”), as well as the formal approval of the
construction in accordance with the acts governing the field of physical planning, construction and
construction products. An “Energy Approval” is issued by TSO for each separate metering point. The cost
of issuing an “Energy Approval” are borne by the investor or the owner of the facility that submitted the
request for issuing the “Energy Approval”, in compliance with the price list of non-standard services of the
TSO.
The request for the issue of “Energy Conditions” and the request for the issue of an energy approval for
the connection to the transmission system are to be submitted in writing, by delivering an adequate, duly
filled form to the address of the TSO.
An agreement on the connection to the transmission system is concluded on the basis of the issued “Energy
Approval”. The agreement on the connection to the transmission system is concluded by the transmission
system operator and a distribution system operator. The agreement on the connection to the transmission
system governs the conditions of connecting to the transmission system and the financial commitments in
compliance with the Ordinance on the fee for the connection to the gas distribution or gas transmission
system and for a connecting capacity increase (OG 137/11, 12/12 and 15/12). The transmission system
operator is in charge of the construction of the connection to the transmission system within the time
determined by the agreement on the connection to the transmission system. The standard agreement
form is published on the TSO’s webpage.
The TSO is obliged, based on an “Energy Approval”, to put into operation the connection of the facility at
the earliest on the day of gas delivery start in compliance with the agreement on gas supply that a
connecting party concluded or will conclude with its gas supplier, and in which agreement the connection
is determined as a gas delivery location. The gas supplier of a connecting party or the connecting party, if
it is at the same time a gas supplier as well, should timely and in a prescribed method conclude a contract
on gas transportation with the operator of the transmission system, which is a precondition for putting the
connection into function.
Connection of end-users
The Natural Gas Law (NN 18/18) defines that end-users, who want to be connected to the gas system,
shall apply to the DSO holding the concession in that area, requesting a connection to the distribution
network. The DSO is obliged to take a decision and inform the end-user requesting connection within 15
days after the request has been submitted.
The connection of end-users to the distribution network are defined by the Network Code for the
distribution system based on Art. 91 par. 3 of the Natural Gas Law. The Network Code for the distribution
system is prepared and published by the Agency. It defines among others that the “Energy Conditions”
issued by the DSO for the connection to the distribution network (Article 22) should determine the
possibility of connecting the building to the distribution system, the technical and economic conditions of
the connection and the conditions for the use of the distribution system. After issuing the “Energy
Conditions”, the party requesting the connection may demand the conclusion of a pre-contract for
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connection to the distribution system. The “Energy Approval” (Art. 28) for connection to the distribution
system determines the guaranteed access conditions for the distribution system for an individual metering
point. The “Energy Approval” is issued by the DSO based on the investor request and the building permit
which was submitted by the investor. After issuance of the “Energy Approval”, the Request for Connection
to the distribution network shall be submitted by the investor (Art. 33).
Documents required for the connection of end-users are:
“Energy Conditions”
•

Application for issuing of energy conditions is submitted by the owner, investor or authorized person
or the City Office for Physical Planning, Construction, Utility Services and Transport

•

Conceptual design for buildings in the process of obtaining the official record of building or a description
of the gas installation with information on tenant units and foreseen appliances/loads for existing
buildings, or a legally valid official record on building for existing buildings

•

Excerpt from cadaster plans (no older than 6 months), issued by the City Office for Cadaster and
Geodetic Activities

•

Proof of ownership of the building or the right to use the building per tenant units with information
about the owners (if you are not registered as the owner, submit the continuity of documents to your
name for plots on which the household connection is going to be built, or the continuity of ownership
for tenant units, with co-owner consent)

For buildings which do not have a legally valid official record of building at the time of issuing of “Energy
Conditions”, application for the said official record is submitted alongside the application for the “Energy
Approval”. The conceptual design is to include the following: copy of the cadaster plan, surface area and
volume to be heated/cooled, foreseen rated heating load, rated heat capacity - power of appliances/load,
description of the production process, building blueprint, exact information on street name, number and
area, as well as short description of the installation of gas infrastructure of the building.
Certificate of compliance of technical documentation with “Energy Conditions”
The application for the issue of a certificate of compliance of technical documentation is submitted by the
owner, investor or authorized person, including the planned or existing gas installation of the building (for
buildings in the process of obtaining the official record of building and existing buildings respectively).
“Energy Approval”
The application for the issue of an “Energy Approval” is submitted by the owner, investor or authorized
person. Also submitted is the project and the certificate of compliance of technical documentation with
energy conditions, a copy of the official record of building for those buildings, which did not have the said
record at the time of issuing of energy conditions, and a list of residential and office units for which the
“Energy Approval” is being required, with information about the owners (name, surname, PIN, address).
The issue of the “Energy Approval” is charged according to the price list of non-standard services.
For buildings which have all the necessary documentation, following the issue of the “Energy Conditions”
and the application for the issue of the certificate of compliance with the “Energy Conditions”, and the
“Energy Approval”, the application for the connection of building to the distribution system can be
submitted.
Contracting works for the connection of a building to the distribution system
The application for the connection of a building to the distribution system is submitted by the owner,
investor or authorized person together with the following documents.
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•

Details on the connection of the building and of the indoor installations with a valid certificate of
compliance of the documentation with “Energy Conditions”

•

“Energy Approval”

•

Contract on gas supply

Once the application has been submitted, a price list for the connection of the building and the contract
for the connection of the building to the gas distribution system will be drafted, defining the mutual rights
and obligations. Following the signing of the contract and meeting all the stipulated obligations, the building
will be connected to the gas distribution system.
Once the connection point of the building has been completed or the building is already connected, the
following are submitted:
•

Application for the installation of gas meters (fitting of the measuring unit), submitted by the owner,
investor or authorized person

•

Record of installed and assumed gas installation from DSO

•

Statement from the supervising engineer on the condition of the chimney for newly built buildings,
that is the documentation of a favorable chimney sweeping for existing buildings

Once the documentation is completed, the price for the fitting of the measuring unit and the gas connection
will be provided.
After the payment is done, the operator of the distribution system, will install the gas meter and activate
the gas connection, and will make an according record of the connection with the status of end-user in the
buyers register.
Installation of indoor gas fittings is performed by authorized gas mechanics of the DSO.

3.4 Practical experiences and lessons learned
The first energy legislation on the Croatian gas market was adopted in 2001. The legislation has changed
several times since then and new legislation has been introduced to be in line with EU legislation. For both
the legislators and the gas sector stakeholders that need to comply with the legislation, this was at times
a challenging process.
When establishing a new DSO, it is important to have a license for natural gas distribution, and if serving
less than 100,000 customers, to comply with the provisions of accounting and informational unbundling.
The development of a new distribution network, or the expansion of an existing distribution network, can
only be conducted based and according to the granted concession for distribution for the respective area.
The concession can be granted for a period between 20 and 50 years.
For optimal DSO network development and a successful implementation, it is crucial that gasification plans
of the reginal and local government (in charge of a DSO concession area) are realistic and based on realistic
assumptions on the uptake and the demand for natural gas. If these plans are unrealistically optimistic,
they are likely to cause over-investment of the DSO and a lower level of the DSO’s financial return than
planned, which could in the end endanger the financial viability of the DSO and a slowdown of gasification
and the use of gas.
The connection of DSOs to the transmission network shall follow the Network Code of the transmission
system, which requires the DSO to have approved “Energy Conditions” and an “Energy Approval” from the
TSO.
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To connect end-users to the network, the Network Code of the distribution system must be followed. Every
building that requests a connection, must have a building permit and an approved “Energy Conditions”
and an “Energy Approval” from the DSO.
All of these procedures and rules have to be as simple and transparent as possible, giving investors
possibility to predict the cost of connection (both, DSO to TSO and end-users to DSO system) and enabling
successful and discrimination-free usage of gas in the DSO area.

4

DEVELOPMENT OF THE GAS SYSTEM IN SERBIA

4.1 Overview of the gas network structure
Overview gas transportation
The gas transmission network in Serbia is operated by Srbijagas and Yugorosgaz. Srbijagas is also active
in distribution, storage and natural gas trading. The gas transmission network has a length of 2,230 km
high pressure pipelines of 16 to 50 bar, and cross-border interconnections with Hungary (entry) and Bosnia
and Herzegovina (exit). One underground gas storage and 6 national production sites are connected to
the transmission network as well as 165 metering stations.

Figure 6: Gas transmission network of Srbijagas10

10

Source: Srbijagas website
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Overview gas distribution
Natural gas distribution and distribution system operation are performed by 33 licensed DSOs. Most of
them are owned by municipalities and towns, some of them are public-private partnership, and some of
them are private companies. Since all DSOs have less than 100,000 connected final customers, the
companies are also active in supply, both for the regulated market and in the open (competitive) market,
subject to the application of accounting and informational unbundling (pursuant to the Article 259 of the
Energy Law (Official Gazette 145/14)). In 2015, PE Srbijagas adopted a decision on the establishment of
a daughter company for the performance of natural gas distribution – Distribucija Srbija LLC Novi Sad,
which has not started operation until the end of 2016. As of today, natural gas distribution is however still
performed by its founder - PE Srbijagas.
Table 3: Natural gas consumption of end-users connected to the distribution networks in GWh
(NCV*)

Distributed
Households
District heating
Industry and Other

2013

2014

2015

2016

2017

12 977
2 071
4 997
5 909

12 236
1 701
4 484
6 052

13 348
1 815
5 406
6 128

14 003
1 995
5 235
6 774

14 469
2 290
5 491
6 688

* To convert NCV (net calorific value = 15°C/15°C) to GCV (gross calorific value = 25°C/0°C) the values in table shall
be multiped by 0,901 (this is conversion factor)

Table 4: Number of end users connected to the distribution networks and length of the
distribution networks

Number of:
End users
Households
District heating
Other
Length of the distribution network, km

2013

2014

2015

2016

2017

261 015
249 006
73
11 936

261 203
248 975
69
12 159

262 506
249 803
75
126 28

267 106
254 227
122
12 757

270 626
257 476
131
13 019

15 839

16 363

16 532

16 653

16 961

The total distributed gas quantities in Serbia amounted to 14,469 GWh in 2017, which represents an
increase of 3.3% as compared to distributed gas quantities in 2016. The total number of end consumers
in the gas market at the end of 2017 was 270,626, of whom 257,476 were households, 131 were district
heating systems and 13,019 industrial and other users connected to gas distribution networks.
The length of the distribution network in Serbia has increased from 2013 to 2017 by 7.1%, i.e. to 16,961
km (without connections) thus creating the conditions for the connection of new customers. However, in
comparison to the previous year (2016), the network was extended by only 308 km, which amounts to an
increase of 1.85% following a trend of continuously smaller expansion investments in the distribution
networks. The largest increase in distribution network length in 2017 was with PE Srbijagas, which
performs the activity on 48.9% of the total distribution network in Serbia.
The natural gas distribution sector in Serbia is characterized by a great fragmentation of distribution
network operators across the country. For this reason, the economies of scale may possibly be more limited,
which may be one possible reason, why charges for the use of the smaller distribution networks are higher.
PE Srbijagas acquired one small gas distribution company, but, in general, there is no initiative to merge
or aggregate the smaller distribution networks into larger companies. In 2016, the regulatory authority of
Serbia (the Energy Agency of the Republic of Serbia or in short the Agency) adopted an amendment of the
Methodology for Setting Natural Gas Distribution Use-of-System Charges and the Methodology for Setting
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Costs of Connection to the Natural Gas Transmission System in order to harmonize them with the Energy
Law.
Natural gas quantities withdrawn from the distribution systems (directly connected to the natural gas
transmission system) accounted for 13,452 GWh in 2017. Some distribution systems withdrew natural gas
from another distribution system, which accounted for 960 GWh in 2017. Only small quantities are provided
from natural gas production facilities directly connected to the distribution system (86 GWh in 2017). In
2017, only PE Srbijagas withdrew gas directly from production facilities.

4.2 Historical development of the natural gas distribution
network
The development of the distribution network always followed the development of the transmission network.
The first Strategy of energy sector development in the Republic of Serbia until 2015 was accepted mid of
2005 (OG 44/05). The Serbian Government accepted the “Implementation plan of the strategy for energy
sector development in the Republic of Serbia for the period 2007 – 2012” (OG 17/2007, 73/2007, 99/2009,
27/2010) in 2007 (furthermore: Program). In the Program it was defined that development must be in
line with the National action plan of gasification in the Republic of Serbia, accepted by the Serbian
Government, which defined that until 2015 400,000 new households shall be gasified. However, it should
be noted that these predictions have not been met. Instead, although distribution networks have been
developed in many cities, only 30,000 to 40,000 new customers connected to the distribution network.
The realization of the "National Action Plan for Gasification of the Republic of Serbia" was realized through
the National Investment Plan. Within the National Investment Plan, the Civil Engineering Council approved
several financing projects for the construction of transport and distribution networks in the Republic of
Serbia. The Ministry of Mining and Energy had concluded contracts worth more than EUR 20 million for the
construction of transport and distribution network, following a tender notice for the contractor's
performance. The funds were approved based on project documentation, construction permits and
resolved property rights as well as completed public procurement tenders conducted by the Ministry of
Mining and Energy of the Republic of Serbia. During 2006, 2007 and 2008 35,111,000 EUR had been
invested in transport and distribution pipelines as part of the National Investment Plan.
The Serbian Parliament at the end of 2015 accepted the Strategy of energy sector development in Republic
of Serbia until 2025 with projections until 2030 (OG 101/2015). In this Strategy one of the goals is to
finish gasification of Serbia which was initiated by the first Strategy, the Program, the National Action Plan
for Gasification and the National Investment Plan.
The development of the distribution network over the last 15 years was therefore supported by the Ministry
of Mining and Energy. Before the start of the gasification in an area, a protocol about the cooperation in
the gasification process needs to be signed by the Ministry and each region. In Autumn 2005 was signed
protocol with representatives of 27 municipalities about gasification process.

4.3 Overview on the legal and regulatory framework
4.3.1 Establishment of new DSOs
For the establishment of a new DSO in Serbia it is at first necessary to register the company at the
commercial court. Furthermore, each DSOs need to have a license for performing natural gas distribution.
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By the Energy Law (Official Gazette 145/14) it is defined that the activity of natural gas distribution and
natural gas distribution system operation shall be performed by the natural gas distribution system
operator. Also, it is defined that a distribution system operator that is a part of a vertically integrated
enterprise shall be independent, in terms of the legal form, organization and decision-making, of other
activities not related to the distribution activity for the distribution system operator to the system of which
fewer than 100,000 final customers are connected. The Law defines that natural gas distribution networks
may be publicly owned, owned by a distribution system operator that is founded by the Republic of Serbia
or is a subsidiary of a legal person founded by the Republic of Serbia, or in private ownership. The system
operator shall acquire ownership of gas pipeline network facilities which it constructed from its own funds,
acquired through a legal transaction, establishment or recapitalization.
The Regulation on performing Energy Activity and Certification (Official Gazette 87/15) defines the
conditions for issuing, changing and revoking the license to perform energy activities, the content of the
license application, the content of the request for issuing the report of the competent inspector and the
evidence attached to the request for issuance of such a report as well as the method of keeping the registry
of issued and revoked licenses. This Regulation specifies the process for the certification of the natural gas
transmission system, the content of the certification requirements, the content of the certification decision
and the documents to be attached to the request.
Furthermore, requirements for the number of employees and their qualifications are defined in the
Ordinance on conditions, program and method of taking professional exams for performing
business in transport, distribution and storage facilities of natural gas (Official Gazette 10/16).
The Ordinance stipulates the conditions, program and method of conducting technical examinations for
performing technical management, handling and maintenance activities in natural gas distribution.
The rulebook on energy permits (Official Gazette 15/15) regulates in more detail the conditions for
issuing energy permits, the content of the application for issuing an energy permit depending on the type
and intended use of the energy facility, the method of issuing energy permits, as well as the content of
the register of issued energy permits and the register of expired energy permits.
The Decisions on the amount of costs for issuing licenses for performing energy activities (Official
Gazette 13/16) define that for performing natural gas distribution of up to 5 connections the license cost
is 160,000 Din, from 6 to 15 connections 180,000 Din, from 16 to 50 connections 200,000 Din and for
more than 50 connections 250,000 Din.
The Decree on Conditions of Natural Gas Delivery (OG. 47/06, 3/10 i 48/10) defines, among other
things, the terms and methods for giving consent to the connection to the natural gas transportation or
distribution systems.
Law on urban planning and construction (Official Gazette 81/09, 67/10, 24/11, 121/12, 42/13, 50/13,
98/13, 132/14, 145/14). It sets the terms and ways of spatial planning, urban management and use of
building land and the construction of objects, supervision over implementation of law provisions and the
inspection and other important issues for spatial planning and management, arrangements and the use of
building land and for the construction of objects. The current Law on planning and construction simplifies
the procedures for obtaining building permits. It is relevant for the process of preparation, permitting,
building and putting into use the distribution and transmission network, including the connections of endusers to the gas network.
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4.3.2 Development and expansion of the distribution networks
Once the local Council in the cities or municipalities have set-up a new DSO, or accept an existing DSO as
investor, they bring the Gasification Program to the local Assembly. At the session of the Assembly, on the
proposal of the local Council, they elect a strategic partner – newly established or existing DSO whose
Gasification Program was accepted – to be obliged to prepare, design and build a complete network, map
the network in the Cadaster as the main asset of the DSO and to initiate the procedure of obtaining a use
license before the local commission for technical reception of gas pipelines and gasification (before the
start of the operation).
According to the Art. 264 of the Energy Law each DSO shall establish its own Distribution Grid Code and
publish it on the websites of the DSOs and the Agency. The Agency shall review and give its consent to
such rules, if they are in line with the provisions of the Energy law. The Distribution Grid Code, among
other things, defines the Method of planning the distribution system development, including the
development of a five-year network development plan. The DSO once a year by the end of September,
shall deliver the Network Development Plan and shall publish it on its website. The plan shall be based on
the need for network expansions in order to meet the (increased) demand of end-users, other energy
subjects and natural gas producers.
The Network Development Plan contains in particular:
-

planning assumptions (forecast of natural gas demand and production of natural gas);

-

results of the analysis of the existing state of the facilities, equipment and system work (age of the
assets, unavailability of the individual elements of the system, observed congestion and recorded
operation events);

-

list of facilities of the system, which need to be constructed, reconstructed or upgraded (in which year),
and their estimated costs;

-

a plan for the development of supporting infrastructure of the distribution system (telecommunications
system, remote control system, etc.).

10-year network development plan for gas transmission in Serbia
According to the Energy Law (Art. 228 point 3) the TSO shall plan investments in order to ensure the
long-term capability of the transmission system to fulfil rational requirements for natural gas transport.
According to Art. 229 point 2 the owner of the transmission system shall, based on the decision issued
by the TSO, finance the investments stipulated by the 10-year network development plan, or give
consent to investment financing by another stakeholder, including the TSO. Relevant financial
arrangements shall be approved by the Agency. Prior to issuing such approval, the Agency shall consult
the transmission system owner, TSO and other stakeholders.
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Art. 250 defines that the TSO shall submit a 10-year transmission network development plan every
year to the Agency, for its consent, in accordance with the Strategy and Program, based on the
forecasted transport capacity needs for natural gas and consultations with all stakeholders. The 10year network development plan for gas transmission shall be harmonized with the development plans
for natural gas production, storage and distribution systems. The Agency shall organize consultations
about the Plan with existing and potential system users (Art. 251) and check whether the 10-year
transmission network development plan includes all the needs for investments determined in the
process of consultations. The Agency may require the TSO to amend the 10-year network development
plan and shall monitor and assess the implementation of the 10-year transmission network
development plan.

4.3.3 Connection of DSOs to the transmission network and the
connection of end-users
According to Art. 221 of the Energy Law (Official Gazette 145/14), the natural gas transmission system is
defined as a network for the transport of natural gas, comprising of a network of pipelines with a designed
pressure exceeding 16 bar, except for supply gas pipelines, as well as compressor stations, block stations,
metering and regulating stations, and metering stations at all points of delivery from the transmission
system to other energy entities, the electronic communication and information system and other
infrastructure necessary for natural gas transport, including line-pack.
Also, by Art. 228 point 3 of the Energy Law the TSO shall plan investments in order to the ensure the longterm capability of the transmission system to meet demand. In addition, according to Art. 229 point 2 the
owner of the transmission system shall, based on the decision issued by the independent system operator,
finance the investments stipulated by the 10-year network development plan, or give consent to
investment financing by another stakeholder, including independent system operator. Relevant financial
arrangements shall be approved by the Agency. Prior to issuing such approval, the Agency shall consult
the transmission system owner, independent system operator and other stakeholders. By Art. 250, it is
defined that the TSO shall every year submit to the Agency, for its consent, a 10-year network
development plan for the gas transmission system in accordance with the Strategy and Program, based
on the natural gas demand forecast and consultations with all stakeholders. The plan hereof shall be
harmonized with the development plan of the natural gas production, storage and distribution systems.
Art. 251 specifies that the Agency shall organize public consultations on the network development plan
with existing and potential system users, in an impartial and transparent manner, and publish the results
thereof, including in particularly possible needs for investments. The Agency may require the potential
users taking part in the consultations to explain that they are potential users. The Agency shall check
whether the 10-year network development plan includes all the needs for investments determined in the
process of consultations. The Agency may require the TSO to amend the 10-year network development
plan. The Agency shall monitor and assess the realization of the 10-year network development plan of the
gas transmission system.
According to the Energy Law (Official Gazette 145/14), a natural gas distribution system is defined as a
network for the distribution of natural gas, comprising of a network of pipelines with a maximum operating
pressure that is equal to or lower than 16 bar, regulation, metering and regulation, and metering stations
at all points of delivery from the distribution system to other energy facilities, as well as the electronic
communication, information and other infrastructure necessary for the distribution of natural gas, including
line-pack. Art. 260 paragraph 3 defines that the DSO shall be responsible for the development of the gas
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distribution network, ensuring the long-term capability of the distribution system to fulfil the needs for
natural gas distribution in an economically justified manner. Art. 261 paragraph 3 requires the DSO to
adopt a distribution network development plan every year for a period of at least five years, harmonized
with the development plan of connected systems and requests for connection.
According to the Energy Law, a facility of a customer shall be connected to the transport/distribution
system based on the approval of the competent system operator, pursuant to the Energy Law and
regulations passed in accordance with this Law (Art. 265). The competent system operator shall decide
(Art. 266) upon the request for connection of a customer's facility within 15 days as of the date of receipt
of the written request. The approval for connection of a facility to the transport/distribution system shall
particularly comprise (Art. 267): the point of connection to the system, the method and technical conditions
of the connection, the approved capacity, the point and the method of natural gas measurement, the
deadline for the connection and the costs of the connection. The amount of the connection costs shall be
determined by the transport / distribution system operator, in accordance with the methodology for
determining the costs of connection adopted by the Agency.
The transport or distribution system operator shall connect the facility of a customer to the transport or
distribution system within eight days as of the date of fulfilment of the following conditions (Art. 269):
1. conditions listed in the approval for connection;
2. a building permit has been acquired for the facility, or the devices and installation of the customer's
facility meet the technical and other prescribed conditions;
3. the customer has submitted a sales agreement to the system operator;
4. the balance responsibility and access to the system have been regulated for the point of takeover.
The transport or distribution system operator shall connect the facility of a natural gas or biogas producer
to the transport or distribution system within eight days as of the date of fulfilment of the following
conditions (Art. 269):
1. conditions listed in the approval for connection;
2. an exploitation permit has been acquired for the facility, or the devices and installation of the
producer's facility meet the technical and other prescribed conditions;
3. the balance responsibility and access to the system have been regulated for the point of takeover.
The connection of energy facilities for natural gas distribution to the transport or other distribution system,
shall be carried out based on an agreement. The agreement shall be concluded in written form and, in
addition to general elements stipulated by the law regulating contracts and torts, it shall comprise the
following elements (Art. 270):
1. technical conditions for the system connection and point of connection;
2. the method for measuring (metering) the delivered natural gas;
3. actual costs of the system connection;
4. deadline for the system connection.
Connection of DSOs to the transmission network
Connection of customer’s facility on natural gas transmission system is done in accordance with the
approval/consent, which is, in accordance with the Energy Law and Transportation Grid Code.
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Figure 7: Procedure for connection to natural gas transmission system11

11

Source: own figure based on procedure published on Srbijagas website.
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Connection of end-users
In addition to the provisions discussed in the previous section, the Distribution Grid Code also regulates
the relations between the distribution system operator and system users, in particular the method of
planning for the development of the distribution system and the technical conditions for connection.
Distribution system connection costs are set by the DSO on the basis of the elements from the connection
application and on the Methodology for Setting the Costs of Connection to the Natural Gas Transmission
and Distribution System (Official Gazette of the Republic of Serbia, No. 42/16) (valid as of 01/05/2016)
adopted by the Agency. The Methodology defines the different types of costs, such as the collection of
documents, the procurement and installation of equipment and material and the execution of the works,
as well as the method for the calculation of all costs. In addition, the operator is obliged to use market
prices of goods, works and services when setting connection costs in the connection decision. The DSO is
obliged to comply with the principle of non-discrimination and to give the applicant, upon his/her request,
insight into the documents which serve as the basis for setting the level of connection costs and for the
method of calculation of these costs. Charges for the connection are paid by the applicant for the
connection to the network operator. Connection service costs are set by the DSO. They correspond to the
average costs for the construction of a standard connection (i.e., the true costs for different types of
connections) and a share of the cost caused by the connection of an applicant’s facility to the system. By
rule, the DSO is the investor, i.e., the owner of the constructed connection (of the connection line, the
metering equipment and other equipment, all up to the metering point within the customer’s facility).
Since connections to the transmission system cannot be standardized and since each of them is a project
of its own, the applicant has to cover the true connection costs and a part of costs for system development
which arose from this connection which depend on characteristics of that connection.
The connections at low pressure are grouped into different types of connections in the Methodology. The
document of the DSO on the level of costs for standard connections therefore also includes the level of:
•

cost of construction of a standard connection for each category of standard connection,

•

cost of construction of a connection in case of a simultaneous construction of network and standard
connection for each category of standard connection,

•

unit variable cost, and

•

cost of part of the system, which is set by the operator in line with the methodology.

If, based on submitted data as well as on data, which the Agency may request in line with the Law, the
Agency estimates that the calculation of the connection costs by the DSO was not in line with the
Methodology, the Agency will demand that a new harmonized document with an alternative calculation is
sent by the DSO to the user requesting a connection no later than 30 days after the written request to do
so had been sent by the Agency. Since there was low interest in the connection to the gas network,
distribution companies charged connection fees acceptable to the market; consequently, the Agency did
not receive any complaints related to the charges for the connection to the system so far.
Each DSO has its own procedure for the connection to the network, but in general the connection procedure
begins with the request for connection to the respective DSO. Together with the request the following data
shall be submitted:
-

Information on the owner of the property

-

Details of the object for which an approval for connection is requested

-

Information on the purpose of natural gas consumption

In addition, the following documents shall be submitted:
-

Building permit of the object that shall be connected to the network, or
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-

Proof of property right on the premises (a statement from the list of immovable property or land
register not older than 6 months)

-

Location of the building on a copy of the cadastral plan (not older than 6 months)

4.4 Practical experiences and lessons learned
The gas sector legislation for Serbia has been changed and expended several times since 2004, partly to
align the framework for Serbia with the EU legislation as adopted for the Energy Community.
A key requirement for the establishment of a new DSO is to hold a license for natural gas distribution.
A distribution network in Serbia is developed or further expanded after the respective city and/or
municipalities have accepted the DSO as investor, and after the Gasification Program has been accepted
by the assembly. Furthermore, the distribution networks in Serbia are developed and expanded based on
5-year network development plans harmonized with end user needs.
The connection of DSOs to the transmission network shall follow the provisions of the Network Code for
the transmission system.
To connect end-users to the network the according provisions of the Network Code for the distribution
system need to be followed. Every building that requests for a connection shall have a building permit or
other relevant document.

5

DEVELOPMENT OF THE GAS SYSTEM IN BOSNIA AND
HERZEGOVINA

5.1 Overview of the gas network structure
The gas transmission network in Bosnia and Herzegovina has a total length of 234 km. Within the network
two metering and a regulating station are installed. The pipeline between Zvornik and Sarajevo is designed
for a transportation capacity 1.25 bcm/year (16 inch, 50 bar).
The network has a single cross-border entry point at the border with Serbia (at Šepak), through which gas
from Russia is being fed into the transmission network. Gas is taken off the transmission network to supply
gas distribution networks and directly connected industrial end-users at seven exit points. Distribution
networks are connected in Zvornik, Sarajevo, Istočno Sarajevo and Visoko. The construction of a
distribution network in the Bijeljina area is under way and is also planned for Zenica. The development of
the natural gas distribution network is conditioned by the physical properties of the gas transmission
system. The gas distribution network in Istočno Sarajevo is not directly connected to the gas transmission
system, but connected to the distribution network of Sarajevogas. Industrial consumers are directly
connected to the gas transmission network at Zvornik / Karakaj, Ilijaš, Visoko, Kakanj, and Zenica.
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Figure 8: Natural gas transmission system in Bosnia and Herzegovina12
Federation BiH (FBiH)
KJKP Sarajevogas-Sarajevo and Visoko Ekoenergija d.o.o. are the distribution companies, also responsible
for the supply of natural gas to end-users in the Sarajevo Canton and in the area of the city of Visoko
respectively. In the city of Zenica company Zenicagas d.o.o. is established with the aim of developing
distribution network and supply of end customers with natural gas, while company Grijanje-Zenica is in
charge for supply of heat energy in the area of Zenica.
KJKP Sarajevogas is the largest distribution company and supplies 95% of distribution users. Set up as
a cantonal public utility for Sarajevo Canton, with mixed ownership between public (97.75%) and private
(2.25%). The main activities of the company in the area of natural gas is the management, maintenance
and construction of the natural gas distribution system of Sarajevo Canton and the supply (sale) of natural
gas to the end-users connected to its network. Other activities include the provision of other services from
domains of delegated public authorities outside the gas sector, design of the gas networks, and the
maintenance and installation of measuring and regulation devices and of the connections to end-users.
Natural gas supply in the area of Sarajevo Canton and Istočno Sarajevo - Lukavica is both provided via a
single connection to the gas transmission network of BH Gas. KJKP Sarajevogas distributes gas to all
customers in the Sarajevo Canton, as well as transits gas via its distribution network for the Sarajevo-Gas
a.d. Istočno Sarajevo - Lukavica, so called Special Buyer. Approximately 97.6% (126.2 million m3 in 2018)
of the total annual off-take of natural gas in this area from the transmission network accounts for the gas
consumption in the Sarajevo Canton, whereas 2.4% (3.3 million m3 in 2018) accounts for the supply to
gas end-users in Istočno Sarajevo – Lukavica .
KJKP Sarajevogas serves about 65,000 active natural gas customers classified into four categories
(households, small business, large consumers and the district heating plant KJKP "Toplane-Sarajevo"
d.o.o).
Visoko Ekoenergija” d.o.o. is 100% owned by the Visoko municipality. The scope of activity is the
construction, operation and maintenance of the gas distribution network and supply of natural gas to endusers connected to its network. At present, about 100 km of gas network has been built and approximately

12

Source: Gas Promet a.d. Istočno Sarajevo
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1,700 households and small commercial users, as well as 40 industrial and major commercial users have
been connected. Total gas consumption in 2017 was approximately 7.3 million m3.
Republika Srpska (RS)
Gas distribution in the Republika Srpska is provided by Sarajevo-Gas a.d. Istočno for Istočno Sarajevo and
Zvornik-stan a.d. for the city of Zvornik.
Sarajevo-Gas a.d. Istočno Sarajevo is the owner and operator of the gas transmission network between
Zvornik and Kladanj13 as well as the owner and operator of the natural gas distribution system and the
supplier of natural gas to tariff customers in the area of Istočno Sarajevo. The transmission network has
a length of 40 km, whereas the distribution network in Istočno Sarajevo is 70 km long, supplying 3,800
households, 6 industrial consumers and 310 consumers in the public sector. An expansion of the network
to Jahorina and Pale of approximately 50 km is planned.
Zvornik-stan a.d. Zvornik owns and operates a gas distribution network of 3 bar pressure as well as
supplies natural gas tariff customers in the city of Zvornik. There is also a district heating system in the
city of Zvornik.
Natural gas end-users connected to both distribution networks account for around 10% of natural gas
consumption in Republika Srpska, while around 90% of total gas consumption in the Republika Srpska is
related to a single consumer: Alumina d.o.o.
According to the information available to us, the construction of a gas network in the area of Bijeljina is
close to completion. Around 300 km of distribution network in the area of the city have already been
completed, while the construction of the high pressure main pipeline between Bijeljina and Šepak
connecting the distribution network with the existing transmission network is currently underway.
There is also a large number of companies that have obtained a license to perform the trade and supply
of natural gas (in addition to Sarajevo-gas a.d. Istočno Sarajevo and Zvornik stan a.d. Zvornik): Bijeljinagas d.o.o. Bijeljina, GAS-RES d.o.o. Banja Luka, ENERGY PRIME RS d.o.o. Trebinje, ALUMINA d.o.o.
Zvornik, "CNG ENERGY" Banja Luka and Prvo gasno društvo d.o.o. Zvornik.
In the following we describe the legal and regulatory framework currently in place on national and entity
level in Bosnia and Herzegovina relevant for the establishment of a new gas DSO, the development of the
gas distribution network, the connection to the gas transmission network and the connection of end users.
For a detailed description and review of the primary legislation currently applying for the natural gas sector
in Bosnia and Herzegovina, we refer to the separate report prepared by DNV GL as part of the EIA project
for Bosnia and Herzegovina funded by USAID. 14 Further reports provided by DNV GL as part of this project
assess the licensing of companies active in the gas sector, 15 the regulatory revenue setting process
(including the regulatory assessment of cost efficiency and the regulatory determination of allowed
revenues),16 the unbundling of gas transmission and distribution network operators,17 the determination

13

“Report 2 – Options for Development of Gas Interconnection Pipelines with Serbia and Croatia to Ensure Security of Supply in BiH”

14

“Review of primary legislation for natural gas market in Bosnia and Herzegovina.”

15

“Report on the role and structure of licenses.”

16

“Report on price regulation.”

17

“Review of unbundling of natural gas market in Bosnia and Herzegovina.”
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of gas transportation network tariffs18 and gas distribution network tariffs (including connection charges),19
as well as capacity allocation and congestion management on the gas transmission network.20

5.2 Legal and regulatory framework on national level
In Bosnia and Herzegovina, specific legislation governing the gas sector in general and the regulation of
gas transmission and distribution exists currently only for the Republika Srpska, but neither at national
level nor for the Federation of Bosnia and Herzegovina. According to the existing legal framework, no gas
regulatory body was established at the national level for Bosnia and Herzegovina. In the Republika Srpska,
the Energy Regulatory Commission (RERS) has jurisdiction over the gas sector, while in the Federation of
Bosnia and Herzegovina the regulatory control is conducted by the relevant ministry.21

5.3 Legal and regulatory framework in Republika Srpska
The legal and regulatory framework for natural gas distribution sector in the Republika Srpska is primarily
defined by the following legislation and rulebooks:
The Gas Law (Official Gazette of the Republika Srpska 22/18) defines the distribution of natural gas as
an energy activity performed as a public service. This involves the transportation of natural gas through
the distribution system with the aim of providing a safe and reliable supply of natural gas to end-users, as
well as the management, maintenance and development of the distribution system for natural gas, under
economic conditions, and related activities that ensure efficient functioning and access to the distribution
system. Distribution is furthermore defined as the transport of natural gas through distribution systems of
up to 16 bar for the delivery of natural gas to customers; this does not include the supply (sale) of natural
gas to end-users, which is to be unbundled from distribution with regards to separate accounts and the
confidentiality of commercially sensitive information22 (and in case more than 100,000 customers would
be connected to the DSO in terms of legal form, organization and decision making). Also, the conditions
for issuing a license for the operation and management of a natural gas distribution system (for a period
of 15 to 30 years) by the Regulatory Commission are determined by the law. The parts of this law relevant
to system development in the natural gas distribution sector are be discussed separately for each item
further below.
The Rulebook on tariff methodology and tariff system for the distribution of natural gas and
natural gas supply (Official Gazette of Republika Srpska, No. 51/14) determines the principles, method
and procedures to be applied by the Regulatory Commission for Energy of Republika Srpska for the
determination of the regulatory allowed revenue of gas distribution network operators, the tariff system,
the tariff items for the access and use of the natural gas distribution system and the tariff items for the
supply of tariff customers with natural gas.

18

“Report on gas transportation network tariffs.”

19

“Report on gas distribution network tariffs.”

20

“Report on capacity allocation and congestion management.”

21

At the Ministerial Council of the Energy Community held in October 2016 an agreement was signed between MVTEO - Ministry of Foreign
Trade and Economic Relations, FMERI – Federal Ministry of Energy, Mining and Industry, MIER - Ministry of Industry, Energy and Mining,
Energy Community and the European Commission by which was agreed to adopt the Law on Electricity and Gas Regulator, Transmission and
Electricity Market in Bosnia and Herzegovina and the adoption of harmonized entity laws regulating the natural gas sector, in line with the
Third Energy Package. The Energy Community temporarily suspended measures against Bosnia and Herzegovina under this Agreement by
31 March 2017. Since the reached agreement has not been implemented, the measures were automatically re-activated.

22

Accounting and informational unbundling
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The method for the calculation of the fees for the connection to the gas distribution (and transmission)
system is defined in the Rulebook on the methodology for calculating the costs of connecting to a
natural gas distribution or transmission system (Official Gazette of Republika Srpska, No 51/14).
Further rules as regards the (technical) operation of a specific distribution system are defined in DSO
specific rules. The Rules for the operation of the natural gas distribution system - Sarajevo-gas
a.d. Istočno Sarajevo for example include provisions in relation to the following items:
•

design, construction, operation and maintenance of the distribution system

•

rights and obligations of the distribution system operator and system users

•

rules on the connection of facilities to the natural gas distribution system and the re-connection of
facilities to the distribution system, conditions of suspension, restrictions and interruption of
natural gas delivery in case of unforeseen circumstances and incidents

•

the way of acting in the case of regular and extraordinary maintenance of the distribution system

•

the conditions of suspension, restrictions and disruption of natural gas supply in case of
unauthorized actions by the system user and leaks

•

rules for third party access to the distribution system (gas in-take and off-take, nominations,
allocation, balancing limits, communication and notification)

•

functional requirements and accuracy class of measuring instruments

•

maintenance and calibration of metering devices, and procedures in case of damage on the seal
and / or measuring site

•

method of measuring natural gas consumption, procedure for meter readings, correction of invoice
calculation due to measurement errors and procedures in the event of inaccessibility of the
metering point for reading, correction of consumption calculation due to error in measuring and
calculation of unauthorized consumption

•

contracts between distribution system operators and users

•

settlement of disputes.

5.3.1 Establishment of a new DSO
According to the Gas Law (Art. 3 (24) the distribution system operator is an energy entity performing the
activity of operation and management of a natural gas distribution system. The natural gas distribution
system operator performs the activity under the terms of a license issued by the Regulatory Commission,
in accordance with the Gas Law and the regulations issued on the basis of this Law (Art. 69 (6)). The
distribution system operator needs to conduct its activities independent of other activities in the natural
gas sector, including production, transport, storage or supply (Art. 69 (4-5)).
The conditions for issuing the license are defined in detail (Art. 10 (1)) and relate to the following criteria.
The applicant:
•

is registered for performing the energy activity for which the license shall be issued

•

meets the technical conditions for carrying out the activity

•

meets the prescribed criteria relating to professional qualifications

•

possess evidence of the legal basis to use energy facilities in the natural gas sector in which the
activity is carried out

•

complies with the tax obligations

•

meets the financial conditions
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•

meets the conditions related to tax compliance and other laws and regulations in relation to the
performance of activities in the natural gas sector.

5.3.2 Development of the distribution network
According to the Gas Law (Art. 23 (3), the Regulatory Commission approves and monitors the realization
of ten-year network development plans, investment plans of the distribution system operators and the
submissions of annual reports on the assessment of the implementation of these plans, as well as
recommendations for their modifications.
The distribution system operator shall issue every three years (by October 31 at the latest) a network
development and investment plan for the next ten years, subject to the consent of the Regulatory
Commission. The plan needs to be updated every year and in line with the Strategy for energy sector
development of Republika Srpska, the transmission network development plan and the requirements of
future users to be connected to the natural gas distribution system (Art. (75 (1)).
Additionally, according to Art. 75 (2) the DSOs are required to issue and publicly announce annual and
three-year investment plans (not later than 31 December of the current year), in line with the needs of
the users of the natural gas distribution system, the ten-year distribution network development plan, the
transmission network investment plan and the spatial planning documents.
The three-year investment plan is subject to the prior approval of the Regulatory Commission and needs
to include the following items (Art. 75 (1-7)):
•

the current state and degree of use of the different elements of the distribution network

•

an assessment of the needs for additional capacity, for energy efficiency measures and the
application of new technologies

•

an overview of the larger energy facilities whose construction and reconstruction is planned for the
respective period of the plan

•

measures in relation to quality of supply objectives, in particular in terms of continuity and quality
of delivery

•

measures in relation to environmental protection objectives

•

the maintenance policy for the distribution network, in particular in relation to increasing security
and quality of supply

•

the method applied for advanced metering systems

•

other data of importance for execution of the investment plan.

The Regulatory Commission may assign the status of a closed distribution system (Art. 78) to natural gas
distribution network covering a geographically limited area that is part of an industrial plant or site, if this
closed distribution system is integrated into the manufacturing processes of the network user, or the
system distributes natural gas primarily to the closed distribution system owner or to their related entities.
The Rulebook on tariff methodology and tariff system for natural gas distribution and supply of natural gas
(Official Gazette of Republika Srpska No. 51/14) defines, inter alia, the regulatory return on investments
in the development of the distribution network on the basis of the regulatory allowed revenues. The
regulatory allowed revenues (Art. 6) earned from regulated activities of the energy entity at regulated
prices approved by the Regulatory Commission includes the following components: the justified costs for
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the gas distribution network business (operating and maintenance costs, including depreciation costs of
permanent material and non-material assets), the regulatory return on equity, the calculated profit tax
using the prescribed tax rate on the tax base contained in the amount of the approved return on equity,
and other income as a deduction item.
10-year network development plan for gas transmission in the Republika Srpska
According to Articles 47 (4) and 53 (1) of the Gas Law of the Republika Srpska (Official Gazette of the
Republika Srpska 22/18), the transmission system operator shall develop a ten-year development plan
with the consent of the Regulatory Commission. Every year up to 31 October the transmission system
operator shall submit to the Regulatory Commission a proposal for a ten-year plan for the development
of the transmission system, in which the first three years are planned in detail (Art. 53 (4)). The
Regulatory Commission verifies whether the proposal is in line with the provisions of the Gas Law and
whether the plan contains all elements prescribed within the Gas Law (Art. 53 (3)), including the
following elements:
•

planned infrastructure for natural gas transport to be built or upgraded over the next ten years

•

all investments that have already been decided and identification of new investments to be
realized within the next three years

•

effective measures to guarantee system adequacy and security of supply based on the existing
and anticipated supply and demand

•

a timeline for all investment projects.

The Energy Commission sends the proposal to 30-days public hearing to all interested parties, including
existing and potential system users (Art. 53 (5)) before providing its consent (Art. (53) (6)).
To our understanding, a 10-year network development plan for gas transmission has not been
developed and published for the Republika Srpska yet.

5.3.3 Connection to the transmission network
Pursuant to Art. 63 (1) of the Gas Law the transmission system operator shall issue the rules and tariffs
for the connection of energy entities and customers facilities to the transmission system, subject to the
prior approval of the Regulatory Commission, and publish them in advance (Art. 63 (2)).
A transmission system operator shall not be entitled to refuse the connection of a new facility on the basis
of possible future constraints of the available transport capacity or additional costs related to the necessary
capacity increase (Art. 63 (3)) and shall provide sufficient entry and exit capacity for the new connection
(Art. 63 (4)).
Approval for the connection of a facility is issued in the form of a proposed solution for the connection
following the request of the legal or physical person whose facility shall be connected (Art. 64 (1)).
The connection to the natural gas transmission system is defined in the document: “Rules of the operation
of natural gas transmission system in the Republika Srpska”, issued by the company for import, supply
and transport of natural gas, "GAS PROMET" a.d. Istočno Sarajevo – Pale.
The document distinguishes between the transporter and transmission system operator (Art. 2):
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•

The Transmission System Operator (TSO) operates the natural gas transmission system in the
territory of Republika Srpska and is responsible for the safe, reliable and efficient management and
development of the transmission systems including the provision of access, connection and use of the
transmission system by third parties under equal and publicly available conditions, interconnection
with other systems and the establishment of an efficient system for the recording of transported
quantities of gas at all measuring points and the fulfilment of other obligations under the laws and
bylaws related to this activity.

•

The transporter carries out the transport activities and is responsible for the maintenance of the
transmission systems, ensuring the safe, reliable and efficient operation and functioning of the system
from the system entry point to the point of delivery of gas, and the provision of the connection, access
and use of the transmission system with the consent of the TSO as well as other obligations under
the law and by-laws related to this activity.

The rules of Gas Promet are not very precise on the different roles of the TSO and the
transporter. To our understanding they do not reflect the differentiation of the roles of TSO and
the shipper or of the TSO and the transmission asset owner (in case the independent system
operator model for the unbundling of gas transmission) specified in the EU acquis as adopted
for the Energy Community.
The TSO is obliged to enable the physical connection of a facility to each person requesting it, in line with
the principles of non-discrimination and confidentiality, in accordance with the technical requirements and
depending of the degree of the transmission system load (Art. 34).
The applicant for a connection shall submit a request for connection to the existing gas transmission system
to the TSO, both for the establishment of a new exit connection from the transmission system, and for the
increase of the capacity of an existing exit connection. The application for a connection shall be submitted
on the form prescribed by the TSO and shall contain the following information (Art. 37):
•

applicant's name and address

•

location of the connection

•

technical data of the connection

•

data about the facility to be connected

•

required connection capacity, including the daily and hourly maximums and minimums of the
planned delivery, the connection output pressure behind the MMRS (main measuring-reduction
station) and the monthly dynamics of natural gas delivery over the next 5 years

The TSO, when deciding on the request for connection to the exit of the transmission system, also takes
into account the following: the location of the connection, the available capacity at the connection point
and the available pressure at the connection site (Art. 41).
The TSO, after the analysis of the submitted request and obtaining the opinion of the transporter within
30 days from the receipt of the request, shall issue a Decision on approval / refusal of the application for
entry or exit from the transmission system. The decision on the approval of the connection must include
the following information: equipment quality classes and types of measuring equipment, procedures and
conditions for the connection to the system, the input pressure and permissible changes in gas pressure,
quantity and dynamics of gas injection into the system, connection costs, etc. (Art. 42)
In order to protect the integrity of the transmission system, a potential user is only allowed to connect to
the transmission system, if its required capacity exceeds 10,000 Sm3 / day (Art. 41).
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The TSO determines the connection costs in accordance with the "Rulebook on the methodology for
calculating the costs of connecting to a natural gas distribution or transmission system". The user to whom
the TSO has issued a proposed solution for a connection to the transmission system may build a connection
at its own cost, in accordance with the connection decision, entirely or for certain parts (including
construction, mechanical or electrical work). When the user is constructing part of the connection himself,
according deductions from the payments of the user to the TSO for the establishment of the connection
are made. The TSO concludes a contract for connection to a transmission system with the user regulating
the conditions of connection (Art. 44).
The connection contract contains information on (Art. 45):
•

contracting parties

•

technical conditions of the connected equipment

•

technical data on the construction of the connection

•

construction period, time and place of connection

•

price of the connection and the payment method

•

ownership and maintenance of the connection

TSO with the transporter contractually regulates the relationships related to the connection of new system
users (Art. 46). Connection to the transmission system is carried out on the basis of the contract for
connection to the transmission system. The transporter, at the operator's request, carries out the function
of connecting the user of the transmission system and for this purpose fills with gas connection of the
facility that is subject to connection to the transmission system (Art. 46).
The ownership of gas pipeline connections on the entry and on the exit side of the transmission system
will be transferred from the user to the transporter without payment of compensation, based on the
contract concluded between them (Art. 47).

5.3.4 Connection of end-users
According to the Gas Law (Art. 22 (1/1) (2/4)), the Regulatory Commission shall adopt a methodology for
the calculation or the determination of the fees for the connection to the natural gas distribution network
and for approving the connection fees for distribution system operators.
Pursuant to Art. 74 (1), the operation and management of the distribution system is governed by the rules
of operation of the distribution system, to be consulted with all interested parties and to be approved by
the Regulatory Commission. These rules are published on the website of the distribution system operator
and in the "Official Gazette of Republika Srpska" (Art. 74 (2)). Mandatory provisions of the rules include
among others the rules for the connection of facilities to the natural gas distribution system and for the
re-connection of facilities to the distribution system (Art. 74 (3/3)).
The Rules for the operation of the natural gas distribution system of Sarajevo-gas a.d. Istočno Sarajevo
are further described in the following.
Chapter IV1 define the process for the connection of facilities to the natural gas distribution system. The
DSO is obliged to enable the physical connection of the facility to any person requiring connection, in
accordance with the technical requirements, based on the principles of non-discrimination and
confidentiality (of information sensitive to the user), and dependent on the degree of the distribution
system load (Art. 30 (1)).

System Development Report – International Experience and Status Quo in Bosnia and Herzegovina

Page 36

The costs of connection shall be determined by the distribution system operator on the basis of the
Rulebook on the connection and shall be borne by the applicant for connection (Art. 30 (2) and Art. (31)).
The connection of the user's facility to the distribution system is carried out according to the following
procedure (Art. 33 (1-8)):
•

decision on the requirements for the connection of the facility to the distribution system

•

examination and approval of the project documentation of the internal gas installation

•

notification of the commencement of the works on the internal gas installation by the contractor

•

conclusion of contract for connection

•

physical connection of the facility to the distribution system and gas release for the functional
testing of the internal gas installation

•

technical acceptance of the internal gas installation

•

issuance of the approval/consent,

•

conclusion of the contract on supply of natural gas and release of gas to use.

Details of each of the above steps are more precisely defined in Articles 39 to 48 of these Rules.
Chapter XIV defines the contracts concluded between the distribution system operator and the user, which
comprise the contract on the connection to the distribution system and the contract on the access and use
of the distribution system (Art. 105).
The contract on connection to the distribution system regulates the terms of the connection to the
distribution system and the financial obligations in accordance with the Rulebook on connection.
The supplier concludes a contract on the access and use of the distribution system with the distribution
system operator on behalf and for the customer connected to the distribution system, which he supplies
with gas (Art. 107).
The distribution system operator shall publish in writing or in electronic form the contract for the connection
to the distribution system. Ancillary services and all services not included in the gas distribution tariffs are
non-standard services charged according to the price list for non-standard services of the distribution
system operator or negotiated between the contracting parties. (Art. 106 (10)(11)).
The Rulebook on the methodology for the calculation of the costs for connection to a natural gas distribution
or transmission system defines the procedure for the determination of the connection fee. The network
operator issues an Act on the amount of connection costs, determined by the norms and the unit prices
set by the Regulatory Commission, based on which the cost of the connection is calculated, and the unit
costs based on which the system costs are determined. The Act on the cost of connections should include
a detailed structure of the established norms and the level of costs individually, for each of the elements
set out in this methodology (regarding the type of appliances, equipment, materials, works, project design,
documentation and other conditions for connection construction). A copy of the Act shall be submitted to
the Regulatory Commission by the network operator together with an explanation of the calculation in
advance to the charging of the connection fees in accordance with this Rulebook. The network operator
needs to provide applicants for a connection access to documents on the basis of which the cost of the
connection are calculated, the amount of the connection costs and the manner for determining these costs
(Art. 21 (1-4)).
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5.4 Legal and regulatory framework in the Federation BiH
The existing legal and regulatory framework for the distribution of natural gas in the Federation of Bosnia
and Herzegovina is defined by the following documents. At the point of writing of this document, neither
a gas law has been adopted nor an independent regulatory authority for the gas sector has been
established.
Regulation on organization and regulation of the gas industry sector (Official Gazette FBiH, 83/07).
This Regulation regulates the organization, rules and conditions for carrying out energy activities in the
natural gas sector, the rights and duties of natural gas sector participants, the separation of the system
operator's activities, the access to the natural gas network by third parties and the opening of the natural
gas market. Parts of this document will be presented separately for each item related to the natural gas
distribution sector further below. This Regulation includes some of the EU legislation for the natural gas
sector as adopted for the Energy Community.23
Rulebook on the takeover and application of technical regulations for the design, construction
and commissioning, operation and maintenance of natural gas facilities and installations (Official
Gazette of FBiH, 83/08, 4/12 and 83/15). This Rulebook, with the aim of fulfilling essential requirements
for the gas sector, determines the application of technical rules. These rules are based on the technical
regulations of the German Association of Gas and Water (DVGW) and adopted by the Coordination Board
of the project "Harmonization of Technical Regulations in Gas sector of South East Europe". They describe
the technical requirements for the design, construction, commissioning, exploitation and maintenance of
natural gas equipment and installations as technical rules of the Federation of Bosnia and Herzegovina.
In area of the Sarajevo Canton, provisions for natural gas distribution are also made by the following
legal documents:
The Regulation on natural gas supply of Sarajevo Canton (Official Gazette of Canton Sarajevo 22/16)
regulates the supply of customers with natural gas through the gas system of the Sarajevo Canton and
specifies conditions for:
•

procurement and distribution as well as the supply of natural gas in Sarajevo Canton

•

method for measuring gas consumption

•

calculation and payment of the quantities of natural gas consumed

•

special authorizations of the natural gas distribution company

•

design, construction, reconstruction, repair and maintenance of the gas distribution system

•

supervision of the design, construction and maintenance of the internal gas installations

•

supervision of the management of the gas system in Sarajevo Canton

Ordinance on conditions for unobstructed and safe distribution of natural gas by gas
distribution system up to 16 bar (Official Gazette of Sarajevo Canton 40/17). This Rulebook describes
the conditions and the method for:
•

selection of the route of the gas distribution system in Sarajevo Canton

•

location and manner of the construction of the integral components of the gas distribution system

•

choice of materials, equipment and devices, and working parameters of the gas distribution system

•

methods for measuring the quantities of natural gas, regulation of pressure and safety measures
from exceeding the permitted working pressure

•

23

marking of the route of the gas distribution system

The Regulation, as well as the draft gas law, included in particular provisions of EU Gas Directive 2003/55/EC; provisions of Directive
2009/73/EC are not included in the Regulation, just partially in the draft gas law for the Federation in Bosnia and Herzegovina.

System Development Report – International Experience and Status Quo in Bosnia and Herzegovina

Page 38

•

safety measures, including the use of protective and work belt, the establishment of a safety zone,
the protection of the gas distribution system from corrosion, the method of remote monitoring and
control in order to achieve safe and uninterrupted transmission of information relating to the use
and maintenance of the distribution gas system and conditions for the design, installation and
maintenance of the electrical equipment and installations in hazardous areas

•

conditions for the design of the odorization of the system, the choice of means and methods of
odorization, the conditions and the method of testing the gas distribution system during
construction and before it is put into operation

•

conditions and manner of use and handling of the gas distribution system and its maintenance
during operation, overhaul and emergency events

•

conditions and method of protection against corrosion and leakage of the gas distribution system,
inspection and maintenance of safety devices, conditions and procedures for putting (parts of) the
gas distribution system out of use, the conditions and means for protection the gas distribution
system or its associated above ground devices, installations and facilities of unauthorized use or
damage.

In addition, the adoption of the draft Gas Law of the Federation of Bosnia and Herzegovina would
implement several provisions in relation to the establishment of a new DSO, the development of the gas
distribution network and the connection to the gas transmission network and the connection of end-users
to the distribution network. Among others, adoption of the draft Gas Law, would require vertically
integrated companies to unbundle the gas distribution network segment from other gas sector activities
with regards to separate accounts and the confidentiality of commercially sensitive information24 (and in
case more than 100,000 customers would be connected to the DSO in terms of legal form, organization
and decision making).

5.4.1 Establishment of a new DSO
According to the Regulation on the organization and regulation of the gas industry sector, natural gas
distribution can be carried out (Art. 7) by a business organization provided that it is licensed to carry out
this activity (Art. 6). The federal Ministry responsible for energy is responsible for issuing licenses for
carrying out energy activities, including the distribution of natural gas (Art. 9). According to (Art. 13),
the distribution system operator is an energy subject for gas that has a license to carry out gas
distribution activities and which holds a concession for the operation of the gas distribution
network or a concession for the construction of a gas distribution system and the subsequent
operation of the gas distribution network. No further provisions are currently in place with
regards to the establishment of a new DSO in the Federation of Bosnia and Herzegovina.
The latest version of the draft Gas Law available to us (from July 2014) sets similar requirements as the
Regulation in relation to the establishment of a new DSO (Art. 26 (3)), i.e., requiring the distribution
system operator to hold a license issued by the Regulatory commission (and not the Ministry as in the case
of the Regulation) and a concession for the operation of the gas distribution network or a concession for
the construction of a gas distribution system and the subsequent operation of the gas distribution network.
Art. 63 of the draft Gas Law requires the DSO (among other standard organizational, technical and financial
conditions) to obtain a license, which can be issued to a gas company who has obtained a concession. The
license is issued for a period of up to 15 years. The license may be extended at the request of an energy

24

Accounting and informational unbundling
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subject, and – for energy activities carried out under a concession – may be extended until the end of the
concession period.

5.4.2 Development of the distribution network
According to the Regulation on the organization and regulation of the gas industry sector (Chapter VIII),
the development of the distribution system is carried out by the holder of a concession.
A gas distribution concession may be awarded for an area where a distribution system is already in place
or for an area covering the whole or parts of the canton where a distribution system still needs to be
constructed. The assemblies of two or more cantons may decide to grant a common concession for the
operation of a gas distribution network or for the construction of a distribution system and the subsequent
operation of the gas distribution network. The concession for the construction and operation of the gas
distribution system is granted for the area or part of the two entity areas if this area belongs to the
boundary area of the entity (Art. 27).
The concession for the construction and the operation of a gas distribution system for an area where a
distribution system has not been established yet, is given on the basis of a public call, provided that the
construction of the distribution system will enable delivery to customers of at least 7 million m 3 of natural
gas annually. Exceptionally, the concession for the construction and operation of a gas distribution system
may be issued, subject to prior approval by the Ministry, also in case if the construction of the new network
will not provide the delivery to final customers of at least 7 million m 3 of natural gas annually (if this can
be justified by the geographic area in which the system is built, considerations of environmental protection
and / or a policy of the economic development for this area, and if there is an economic justification). The
Ministry grants approval for this exemption on the basis of a request of the canton granting the concession,
who needs to provide according documentation justifying the exemption request (Art. 28).
A gas distribution concession in the area where a distribution system already exists is provided at the
request of an energy entity for gas that has carried out the gas distribution activity in a given area on the
basis of an expired concession or other legal basis that has ceased. The concession for a distribution
network includes the right to expand the distribution network in order to increase the capacity of the
distribution system and/or to connect additional gas consumers within the area for which the concession
is granted (Art. 28).
Public invitation to award a concession cannot be published without the prior opinion of the Ministry, issued
on the basis of ensuring and fulfilling the following conditions (Art. 28):
•

adopted spatial plan for the long-term cantonal development

•

canton(s) gasification study, with a concept for the connection to the existing transmission or
distribution system

•

prepared economic feasibility study

•

prepared environmental and nature protection assessment

•

consent by the transmission and distribution system operator obtained.

The concession awarding procedure is determined in accordance with the Law on concessions of Bosnia
and Herzegovina, the Law on concessions of the Federation of Bosnia and Herzegovina, the Ordinance on
the concession granting procedure of the Federation of Bosnia and Herzegovina and the Cantonal
concession laws (Art. 28).
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The technical rules contain (among others) general and technical conditions for the design, construction,
exploitation and maintenance of natural gas distribution and natural gas utilization facilities as well as the
conditions and procedures for proving the qualifications of legal and natural persons for carrying out certain
activities in the natural gas field. The mandatory application of the technical regulations is set out in the
Rulebook on the takeover and application of technical regulations for the design, construction and
commissioning, operation and maintenance of natural gas facilities and installations (Official Gazette of
FBiH 83/08, 4/12 and 83/15).
For Sarajevo Canton, pursuant to Art. 80 of the Regulation on natural gas supply of Sarajevo Canton, the
distribution network operator is obliged to monitor the development plans of the Sarajevo Canton and to
plan the extension of gas system in the Sarajevo Canton according to these requirements. According to
the provisions of Art. 81, the distribution network operator is obliged, together with the social community,
to develop the network in a sustainable way, in order to meet the demands of the natural gas customers
and the needs of the community.
As stated in the introduction, all technical elements and procedures for the design, construction, testing
and operation of the distribution pipelines and for the design, production, installation, testing, operation
and maintenance of reduction, reduction-metering and metering stations, odorization, safety zones,
control and management of the gas distribution system are defined by the Rulebook on conditions for
unobstructed and safe distribution of natural gas by gas distribution system up to 16 bar (Official Gazette
Sarajevo Canton 40/17).
The draft Gas Law would, once adopted, implement similar provisions in relation to the award for
concessions for gas distribution networks (e.g., Art. 61 and Art. 62). In addition, the draft Gas Law defines
the provisions related to Strategy of gas sector development (Art. 4) which consists of the natural gas
sector development policies, the strategic development plan of the natural gas sector and the action plan
defining the strategic activities to be implemented. Details of each document are defined in Art. 5-7.
Pursuant to Art. 28 of the draft Gas Law the distribution system operator has furthermore the following
obligations:
•

in accordance with the Gas Sector Development Strategy, the Action Plan and the plans for the
development of the gas transmission network, a ten-year plan for the development of the gas
distribution system has to be developed, taking into account the probability of the implementation of
these plans and the impact on the use of network distribution tariffs (Art. 28 (2h))

•

the development plan shall be updated at least every three years and submitted to the Ministry for
approval (Art. 28 (2i))

•

in accordance with the development and the spatial planning documents and according to the needs
of the system user, annual investment plans shall be established and submitted to the Regulatory
Commission for approval

The Regulatory Commission has the competence for issuing approvals for annual investment plans for the
development of the distribution system, that are aligned with the gas transmission network development
plans (Art. 48 (2l)). The Regulatory Commission has furthermore the competence to adopt methodologies
and to determine network tariffs, deadlines and conditions for the use of distribution systems (Art. 48 (2)),
which enable the necessary investments in the network infrastructure and facilities to ensure the
sustainability of the system (Art. 48 (2d)).
The draft Gas Law also defines the term of the Energy Permit which is issued by the Ministry (Art. 52 (3))
and which is provided for the construction and reconstruction of facilities for the transport and distribution
of natural gas (Art. 52 (2b)). An energy permit is obtained prior to obtaining the property right, i.e., the
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right to use the land on which the energy facility is planned, as well as prior to the issuing an act on urban
conditions for the construction of an energy facility or building permit (Art. 52 (5)). An energy permit is
not required for the construction and reconstruction of energy facilities built on the basis of a concession
(Art. 52 (8a and b)), except in case of biogas production plants.
Prior to the start of the construction of gas facilities, the energy subject / investor is obliged to resolve the
property-legal relations for the property on which it intends to build the facility (Art. 56 (1)). For objects
whose property rights are regulated in accordance with (Art. 56 (1)), the gas undertaking shall not be
obliged to pay special fees other than concession fees and fees determined by other laws, and in the case
of a harmful event, the damage is to be compensated (Art. 56 (2)). Property owners or real estate leasing
companies are obliged to provide energy entities / investors with unimpeded access to the real estate on
which they are located. This includes also access for construction works as well as for the maintenance
and control of the correctness of the facility, equipment, plant or equipment or any other necessary works
(Art. 56 (3)).
Network development plan for gas transmission in the Federation of Bosnia and Herzegovina
According to the Ordinance on the organization and regulation of the gas industry sector (Art. 9) the
Ministry is responsible for monitoring the relationship between supply and demand on the gas market,
making estimates of future consumption and available supply and the planning of construction and
development of additional capacity of the gas system (development of the gas distribution system,
monitoring of supply and demand, estimates of future consumption and available supply are under the
responsibility of the Cantons). The Ministry participates in the drafting of the physical planning
documents issued by the Parliament of the Federation of Bosnia and Herzegovina. The drafting of the
physical planning documents shall include the opinion of the Ministry or cantonal ministry responsible
for energy affairs. The transmission system operator is obliged to prepare and issue plans for the
development, construction and modernization of the gas transmission system in accordance with the
provisions of this Ordinance and the applicable legal regulations (Art. 11). The development plans are
prepared for a period of at least 3 years and must be approved by the competent Ministry. The
framework for the preparation of 10-year network development plans for gas transmission
(as specified in the EU acquis for energy implemented for the Energy Community) as well as
the development of such plans is currently not in place in the Federation of Bosnia and
Herzegovina.
The adoption of the draft Gas Law (Art. 37 (o)) would oblige the transmission system operator to draw
up and make plans for the development, construction and modernization of the gas transmission system
in accordance with Chapter III of this Law (which defines the Strategy for natural gas system
development (Art. 4), the Strategic plan of natural gas system development (Art. 6) and the Action
plan (Art. 7)). The Action plan would be issued for the period of 10 years (Art. 7 (1)), whereas the
Ministry would be responsible for the monitoring on the implementation of the Action plan (Art. 7 (3)).
The adoption of the latest version of the draft Gas Law available to us (from July 2014), would therefore
also not implement the necessary requirements for 10-year network development plans for gas
transmission as required by the EU acquis.
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5.4.3 Connection to the transmission network
According to the Regulation on organization and regulation of the gas industry sector (Art. 11) the operator
of the transmission system shall be obliged to connect those legal persons to the transmission system,
who have been granted the consent of the transmission system operator for the connection to the gas
system, and who have fulfilled the requirements of the bylaws of this Regulation.
Pursuant to the Regulation (Art. 28), a public invitation to grant a concession cannot be published without
the prior opinion of the Ministry, which is issued on the basis of ensuring and fulfilling the condition that a
canton(s) gasification study with a solution for connection to the existing transmission or distribution
system, and that the consent of the transmission system operator is obtained.
If a gas user wishes to contract natural gas supply, but due to technical or other reasons cannot get access
to a distribution or transmission system, it may construct a direct gas pipeline itself (Art. 25). Construction
of a direct gas pipeline can only be conducted on the basis of the Ministry's approval.
As no regulatory authority for the gas sector has been established in the Federation of Bosnia
and Herzegovina, access to infrastructure is possibly limited based on the ad hoc decision of
FMERI, according to the information from the Framework of the Energy Strategy of Bosnia and
Herzegovina by 2035.
Operational details regarding the possibility to connect to the transmission system of BH-Gas
d.o.o. Sarajevo were not publicly available at the point of writing of this report.
Art. 37 of the draft Gas Law would oblige the TSO to the following provisions:
•

gas user, based on a request, can be connected to the gas transmission network in an objective,
transparent and non-discriminatory manner, subject to available capacity and provided that the
technical, energy-related and commercial requirements have been met (Art. 37 (2e))

•

connect to the transmission system those legal persons who have received an approval by the
transmission system operator for the connection to the gas system, i.e. meeting the requirements of
this Law and relevant regulations (Art. 37 (2f))

•

fees for the connection to the gas transmission network, the use of the transmission network and for
system services shall be approved by the Regulator and published on the TSO’s website at least 15
days prior to the start of application (Art. 37 (2q)).

5.4.4 Connection of end-users
According to the Regulation on the organization and regulation of the gas industry sector (Art. 14), the
distribution network operator is obliged to connect to the distribution system all legal and natural persons
who have been granted the consent of the distribution network operator. In addition, the user requesting
a connection needs to have a construction permit or to document that its building is being constructed on
the basis of a construction permit.
As for transmission, a gas user may construct a direct pipeline in accordance with the provisions of Art.
25.
For the Sarajevo Canton area, the distribution network operator is obliged to issue a connection approval,
specifying the technical conditions and the fees for the connection of customers to the gas distribution
network (Art. 11, item d) of the Regulation on natural gas supply of Sarajevo Canton.
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The procedure for the connection of end-users to the gas distribution network is defined in Art. 84-92 of
the Regulation on natural gas supply of Sarajevo Canton.
According to Art. 84, an interested party that wishes to connect to the gas distribution network shall submit
a request for the possibility of a connection to the distribution company using the form prescribed by the
distribution company.
The distribution network operator is obliged to inform the user on the possibilities of a connection to the
gas distribution network, providing information on the volume and capacity of the connection, if the
applicant has submitted the necessary information, if the technical, energy-related and economic
requirements are met, and if increasing natural gas consumption will not jeopardize the supply of other
natural gas customers (Art. 85). The conditions prescribed by the distribution network operator in the
information on the possibility of a connection, in the connection approval and in the consent to the location
of the facility are obligatory for the applicant (Art. 89).
The distribution network operator reviews the project documentation and gives the consent to the project
documentation, if it is expressed in accordance with the legal and technical regulations, in accordance with
the conditions specified in the information on the possibility of a connection and provided that the facility
that will be connected is already constructed or will be constructed on the basis of statutory construction
permits (Art. 86).
The approval is issued to the user prior to the connection to the gas distribution network (Art. 87).
In accordance with Art. 88, the interested party submits to the distributor a request for approval of the
location (using the form prescribed by the distribution company). The distribution network operator issues
a consent to the location of the facility under the following terms:
•

the applicant has submitted the documentation required to issue the consent (whose scope and
content is determined by the distribution company),

•

the foreseen position of the facility during and after its construction does not endanger the safety
of parts of the gas distribution system

•

the foreseeable position of the facility after its construction does not endanger the realization of
the adopted plans for the construction of the gas distribution network.

Further provisions on the construction of internal gas installations related to the connection to the gas
distribution network, are defined in Art. 90. After the completion of works on the construction of internal
gas installations, the contractor submits to the distribution company a statement on the completion of the
works, together with the accompanying documentation prescribed by the distribution network operator
(Art. 91). Before the distribution network operator starts the construction of a gas connection, it is
necessary for the investor, or contractor in the name of the investor, to pay for the cost of materials for
the construction of the connection, the cost of the measuring devices and associated equipment as well as
their installation, and the costs of the gas release.

6

IDENTIFICATION OF POTENTIAL GAPS AND PARTICULAR
PROBLEMS OF THE CURRENT FRAMEWORK IN BOSNIA AND
HERZEGOVINA

As described in Chapter 5, no primary regulation for the gas sector (including provisions for gas system
development), such a Gas Law, has been adopted yet on the national level for Bosnia and Herzegovina.
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In the proposed Draft Law on Electricity and Gas Sector Regulator and Electricity Transmission System
and Market in Bosnia and Herzegovina there is partially covered role of national Regulator dealing with gas
sector (only representation in front of Energy Community and EU institution and promoting of gas market),
without defined role of responsibility for Brčko District, definition of regulated and market based gas
activities and distribution of the responsibilities for these activities between state and entities.
There is currently also no Regulatory Authority on the national level in charge of gas activities in Bosnia
and Herzegovina. Consequently, there is no secondary regulation on the national level dealing with the
establishment of DSOs. We therefore do not discuss potential gaps in relation to the different elements of
gas system development on the national level in the following chapters, but focus on our assessment of
gaps on entity level, i.e., the Republika Srpska and the Federation Bosnia and Herzegovina.
Establishment of a new DSO
On entity level, different levels of relevant primary and secondary regulation have been adopted.
The Gas Law adopted in the Republika Srpska (Official Gazette of the Republika Srpska 22/18) defines gas
distribution well and is generally in line with the requirements of 3rd energy package of EU and
Energy Community in relation to system development. Also, an independent regulatory authority,
i.e., RERS, has been assigned to regulate the gas sector. Rules defining the activity of gas distribution are
issued by Sarajevo-gas a.d. Istočno Sarajevo (Rules for the operation of the natural gas distribution
system).
On the other hand, no primary regulation for the gas sector has been adopted yet for the Federation of
Bosnia and Herzegovina. A draft Gas Law has been developed which – once adopted – would align
the primary legislation of the Federation of Bosnia and Herzegovina with the 2nd energy package
(i.e., EU Directive 2003/55/EC), not the 3rd energy package (i.e., EU Directive 2009/73/EC).
Instead in the primary legislation, the main organizational rules and conditions for gas distribution are
prescribed in the Regulation on organization and regulation of the gas industry sector (Official Gazette
FBiH, 83/07). Also, no regulatory authority in charge of the gas sector has been established in the
Federation of Bosnia and Herzegovina. Some of the functions of the regulatory authority are currently
exercised by the Federal Ministry of Energy, Mining and Industry (FMERI). While a gas distribution network
code is not adopted on the level of FBiH, an Regulation on natural gas supply of Sarajevo Canton regulating
gas supply and operation of the distribution network has been adopted for Sarajevo Canton. Similar
documents have not been adopted for other DSOs and Cantons in FBiH.
In conclusion, while the main elements for the establishment of a new gas DSO are defined in the primary
and secondary regulation of the Republika Srpska, key gaps exist in this regard for the Federation of Bosnia
and Herzegovina. The same applies for the establishment of a regulatory authority for the gas sector,
which is only in place in the Republika Srpska.
Development of the gas network
One of the most important issues for system development is the process for the acquisition of a concession
for the development of a new and the expansion of an existing gas distribution network. In the Republic
of Srpska no definition of the concession for distribution system development is given in the Gas Law,
while in the Federation of Bosnia and Herzegovina a definition of that process is provided in the existing
Regulation on organization and regulation of the gas industry sector and in the draft Gas Law.
Another very important issue for gas network development is the process of the preparation, public
exposure and discussion, and the adoption of a TYNDP. In the Republika Srpska the TYNDP process is
prescribed by the Gas Law, but according to our knowledge no such plan has been adopted in the Republika
Srpska yet.
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In the Federation of Bosnia and Herzegovina a TYNDP process is not prescribed in the Regulation in force
on entity level (and also not in the draft gas law). The Regulation on natural gas supply of Sarajevo Canton
however obliges a DSO to prepare network development plans dealing with extension of the gas
distribution system in line with planed gas consumption.
Connection to the transmission network
For the Republika Srpska Rules of the operation of natural gas transmission system in the Republic of
Srpska have been issued by Gas Promet a.d. Istočno Sarajevo – Pale, which define the process of the
connection on the entry and exit side of the gas transmission system. In general the process starts with
the request, based on which an approval is issued (if the decision is positive) that includes the technical,
organizational and financial requirements, based on which a connection contract should be signed, prior
to the start of the construction of the connection and before putting it into the operation.
What is not clear in the mentioned Rules is the differentiation between the “Transmission System Operator”
– in charge for management and development and “Transporter” – in charge of maintenance of gas
transmission system. This organization of the gas transmission activity is not backed by the EU rules and
does not reflect any of the provisions of the EU acquis adopted for the Energy Community and thereby
also obligatory for Bosnia and Herzegovina. Confusing and not transparent rules provide a barrier for the
connection of users and DSOs to the transmission system.
Neither a Network code nor Rules of operation of the transmission system operator prescribing the
connection to the gas transmission system have been issued in the Federation of Bosnia and Herzegovina.
In the mentioned Regulation on organization and regulation of the gas industry sector, a provision obliging
the TSO to connect legal persons to the gas transmission system with consent, but there are no clear,
transparent and published rules on how the whole process has to be performed. The draft of the Gas Law
of FBiH includes some provisions in relation to the connection to the transmission system, but equally lacks
a clear definition of the connection process.
Connection of end-users
The Gas Law of the Republika Srpska determines that the connection of end-users to a distribution system
should be determined by the Rules of operation of the respective DSO. Rules for the operation of the
natural gas distribution system are accordingly published for Sarajevo-gas a.d. Istočno Sarajevo and
Zvornik stan a.d. Zvornik. Within these rules the process for the connection of end-users to the distribution
network is defined describing the general process from requesting the connection, defining technical and
commercial conditions, approving the connection, contracting mutual rights and obligations, to the actual
construction and putting the connection into operation.
In the Federation of Bosnia and Herzegovina the process of the connection of end-users to the distribution
network is defined in a satisfactory way in the Regulation on natural gas supply of Sarajevo Canton (which
itself is based on the provisions of the Regulation on the organization and regulation of the gas industry
sector). Similar provisions for the distribution network in Visoko have not been adopted. A distribution
network code has not been published for FBiH. The draft Gas Law would, once adopted, prescribe general
provisions for the procedure of the connection of end-users to the distribution network.
We provide a summary of our gap analysis with regards to gas system development on the national level
of Bosnia and Herzegovina, the Federation of Bosnia and Herzegovina and the Republika Srpska in the
table below. The color coding of the table indicates, which elements are already in place and applied
(green), somewhat applied or already defined (in draft legislation not yet adopted) (yellow) or not yet
determined and/or applied at all (grey).
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Table 5: Identification of gaps and particular problems of the current framework in Bosnia
and Herzegovina
Area

Bosnia and
Herzegovina
(national level)

Federation BiH

Republika Srpska

▪ No Gas Law

Gas Law

▪ No gas law adopted

▪ Regulation on
organization and
regulation of the gas
industry sector

▪ Yes

▪ Draft Gas Law
▪ No regulator for gas
Regulatory authority in
charge of gas network
development

▪ No regulator for gas

▪ Would be
implemented with
adoption of the draft
Gas Law, FERK

▪ Yes, RERS

▪ No network code
▪ No network code
Distribution network
code

Provisions for the award
of concessions for gas
distribution

▪ No network code
adopted

▪ Not defined

▪ Elements included in
Regulation on natural
gas supply of
Sarajevo Canton

▪ Elements included in
the Rules for the
operation of the
natural gas
distribution system
Sarajevo-gas a.d.
Istočno Sarajevo

▪ Yes, defined in
Regulation on
organization and
regulation of the gas
industry sector (and
in draft Gas Law)

▪ Not definition in Gas
Law

▪ Not developed

Ten-Year Network
Development Plan

▪ Neither developed
nor adopted

▪ Some elements in
the Regulation on
organization and
regulation of the gas
industry sector
▪ Further elements
would be
implemented with
adoption of draft Gas
Law
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Bosnia and
Herzegovina
(national level)

Area

Provisions for the
connection to the
transmission network

▪ No provisions in
place

Federation BiH

▪ Some elements
included in the
Regulation on
organization and
regulation of the gas
industry sector
▪ Process not defined
(neither for the
connection of endusers nor DSOs to
the transmission
network)
▪ Would be
implemented with
adoption of draft Gas
Law

Provisions for the
connection of end-users

▪ No provisions in
place

▪ Implemented for
Sarajevo Canton by
Regulation on natural
gas supply of
Sarajevo Canton
▪ Not implemented for
Visoko

7

Republika Srpska

▪ Provided by Rules of
the operation of
natural gas
transmission system
in the Republic of
Srpska
▪ Unclear definition of
the role of TSO and
Transporter

▪ Yes, implemented in
the Gas Law and by
Rules for the
operation of the
natural gas
distribution system
of Sarajevo-gas a.d.
Istočno Sarajevo and
Zvornik stan a.d.
Zvornik

RECOMMENDATIONS

Based on the previous analysis of potential gaps in the existing and drafted gas sector legislation for Bosnia
and Herzegovina, the international best practice and the relevant provisions of the EU acquis (as
implemented for the Energy Community), we recommend taking the following steps and measures:
Gas Law on national level
It is crucial that Gas Law on the national level should be adopted, in which will be clearly defined
organization of the gas sector, definition of regulated and market based gas activities including participants
on the gas market and most importantly allocation of rights and responsibilities between the institutions
on the national, entities and the level of Brčko District, primarily the role of regulators (which will be then
reflected in the gas laws on the entity level).
Establishment of a new DSO
As stated above, regarding the establishment of a new DSO it is crucial that a Gas Law on national level
is adopted, with a clear definition of the authority and responsibility in relation to the gas sector on the
national and entity levels.
Consequently, primary and secondary regulation should be adopted on the national and entity levels,
and regulatory authorities in charge of the gas sector be established on national and entity level, with
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clear tasks and obligations set and the relationship between entity and the national regulator in charge for
gas sector be defined.
Network code for gas distribution systems should be adopted for each DSO, but based on a standard
set of rules, made publicly available in advance, subject to review and adoption of the respective regulatory
authority.
Development of the distribution network
Acquiring a concession for the development of a new distribution network, or expanding an existing
distribution network, is one of the crucial elements that should be covered by the Gas Law on national and
entity levels.
It should be defined who is responsible for granting a concession and by which procedure (open tender or
on demand) the concession is awarded, what is the basis for performing the whole process (e.g., based
on the Canton Gasification Study), what criteria should be applied for the selection of concessionaires and
finally the methodology (and possibly level) for the calculation of the concession fee.
Regarding the Ten-Year Network Development Plan the Gas Law on national level should determine
the process of the preparation and adoption of such a plan for all of TSOs, and how these plans should be
harmonized on the level of Bosnia and Herzegovina. It is a crucial procedure for the development of the
gas transmission system of Bosnia and Herzegovina, especially for the establishment of interconnections
with neighboring TSO systems and to facilitate the connection of further areas and demand to the natural
gas system.
Network development plans for gas distribution should be defined on entity level according to the
respective Gas Law. A clear definition of the process for the preparation, public consultation and adoption
of these plans should be made in the legislation.
Connection to the transmission network
The national Gas Law should prescribe the unique process for the preparation, public exposure, discussion
and adoption of a network code for gas transmission system, which should describe the process for
the connection to the gas transmission system. Further details for the process of the connection to the
individual gas transmission networks, may be specified on entity level, subject to public consultation and
review of the respective regulatory authorities.
This Network code should prescribe procedure for the connection to the transmission network, from the
request of an interested party (industrial end-user or DSO), to issuing conditions under which a network
connection is possible (from technical, organizational and financial point of view), as well as the consent
for connection, the standard contract form, and the process of putting a newly constructed connection into
operation. An integral part of the Network code should be standard forms and templates for network
connection.
Connection of end-users
A Network code for gas distribution system should be prepared and adopted for each DSO based on
the adoption of a national and entity Gas Laws.
For the Republika Srpska relevant Rules for the operation of the natural gas distribution system are
published for Sarajevo-gas a.d. Istočno Sarajevo-Pale and for Zvornik stan a.d. Zvornik
Following the adoption of a gas law for the Federation of Bosnia and Hercegovina according Network codes
for gas distribution systems should be developed. The Network code, prepared for each of the DSOs in
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FBiH, should define the process for the connection of the end-users to the gas distribution network. In that
process

all

steps

should

be

provided,

from

requesting

the

access,

issuing

technical

and

commercial/financial conditions, checking the design and engineering documentation, accepting the
proposed connection, defining the contracting of the connection, up to constructing the connection and
putting it in operation. All standard forms and templates should be part of the Network codes.
As final note that should be emphasized is the full harmonization of all the mentioned primary and
secondary regulations, rules and procedures with all of the provisions of 3 rd energy package of EU (in
particular of Directive 2009/73/EC as adopted for the Energy Community) in relation to gas system
development.
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