RENEWABLE ENERGY
LICENSING PROCEDURES
AND INVESTMENT
SCENARIOS (ror prosumers)

GUIDE

Apnril 2023



v’

Albania
Investment

B Council

Improving Transparency and Investment Climate

INTRODUCTION

nergy transition actions in the EU are pri-
marily related to the reduction of green-
house emissions and cutting pollution by
boosting the economy through green tech-
nology, and creating sustainable industry and trans-
port. While in Albania, energy transition is triggered
mostly by the needs for energy security, indepen-
dence from network supply, including competitive
prices of energy produced by alternative sources of
energy such as sun and wind, generally mentioned
as renewables.
SMEs are considered important actors in the energy
transition as they are pioneering and driving devel-
opment. At the same time, they are considered the
most exposed to risks of security of supply and rising
prices of energy and thus require specific support.
To respond to such business concerns, IC Secre-
tariat in cooperation with energy and economic ex-
perts, prepared a study on the opportunities avail-
able for SMEs in Albania focusing on: (i) how to
improve their energy efficiency and target their en-
ergy-saving potential; (i) ensure their competitive-
ness, through smart investments in renewables.
While many efforts are made by government agen-
cies and donors to provide information for busi-
nesses on energy transition and the associated sup-
port measures, many businesses/SMEs operating
in different sectors and especially those operating
out of the Tirana district', are struggling to get ac-
quainted with the legal requirements and licensing
procedures associated to installing of renewables
in company premises as well as time on return on
investment.
Considering the high interest of businesses as

1 IC Secretariat Survey “Local Entreprencurs Uncertainties on
FEunergy Diversification’, January 2023

expressed during the IC Meeting no. 29, but also
during the consultation phases for easily informa-
tion on such requirements, the Secretariat prepared
this Guide. The Guide aims to granulate as much as
it is possible the relevant information, in particular
for interested SMEs (prosumers), with regard to
two key components: (1) licencing steps and proce-
dures for installing renewables; (2) targeted assess-
ments regarding the return of investment in con-
sidering specificities of different regions. Thus, it
can also help prosumers in their internal legal and
commercial analysis before any decision-making
for investing in renewables is made.

According to the current law no. 7/2017 “For pro-
moting the use of energy from renewable sources”,
Prosumer of electvicity is considered a small or medi-
um-sized company, which may install a lotal capacity
of up 1o 500 kW for the production of electvicity from
wind orsun. This capacity is intended to inject exces-
sive electricity into the distribution network, based
on the net metering scheme of produced and con-
sumed electricity, calculated on a monthly basis.

More information on the study prepared by
IC Secretariat you can find here.

It provides an update on the licencing of alternative
sources- connection of prosumers to the grid-elec-
tricity market with a focus on SMEs, a short over-
view of the electricity market (ALPEX) and its main
developments, a benchmarking exercise on the
return period of the investment from SMEs and
a snapshot of current financial instruments and
partners for development programmes available to
business in the field of energy.

More information on the approved recom-
mendations addressed to the authorities
you can find here.
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https://www.investment.com.al/wp-content/uploads/2023/02/Survey-Findings_Local-Entrepreneurs-Uncertainties-on-Energy-Diversification.pdf
https://www.investment.com.al/wp-content/uploads/2023/02/Survey-Findings_Local-Entrepreneurs-Uncertainties-on-Energy-Diversification.pdf
https://ere.gov.al/images/archive/ligj-nr.-7-dt.-2.2.2017-_RES.pdf
https://ere.gov.al/images/archive/ligj-nr.-7-dt.-2.2.2017-_RES.pdf
https://www.investment.com.al/wp-content/uploads/2023/03/EN_Technical-Note-Albania-Investment-Council_Challenges-of-SMEs-during-the-Transition-to-Alternative-Energy-Sources.pdf
https://www.investment.com.al/wp-content/uploads/2023/03/EN_Matrix-of-recommendations_SMEs-Challenges-to-transitioning-to-alternative-energy-sources.pdf
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LICENSING
PROCEDURES FOR
RENEWABLES

PREMISES CONNECTION OF THE PROSUMERS TO THE

»

»

Prosumers of electricity, based on Article 37.6.b
and 49.4 of Law No. 43/2015 “On the electvicity
sector’ as amended, are not subject to licensing
procedures by the Energy Regulatory Authority
aswell as rules and procedures for the construc-
tion of new production capacities which are not
subject of concession.
In articles 15.1 and 15.4 of Law No. 7/2017 “For
promoting the use of energy from renewable
sources’, is stipulated:
- In accordance with the metering scheme,
a small or medium-sized company may in-
stall a total capacity of up to 500 kW for the

NETWORK

»

Prosumers are connected to the electricity
system by following the procedures stipu-
lated in the Decision of the Ministry of Infra-
structure and Energy No. 3, dated 20.06.2019
“For the approval of the simplified authorvization
procedure for connection lo the distvibution sys-
lem of small renewable projects for prosumers
of electvicity from the sun”. Based on this De-
cision, prosumers, in order to connect to the
electricity system, should submit the follow-

ing:

production of electricity from windor sun  A. List of documents for application to the
to cover part or all of the required electrici- municipality for a photovoltaic plant:
ty for its needs and to inject excessive elec- 1. Ownership certificate and its status updat-
tricity into the distribution network. ed in the last 3 months (in case of renting,
The Minister adopts, through a decision, a consent of the lessor/owner);
simplified procedure for the authorization 2. Plan of the roof, terrace or land where the
of connection to the distribution system of panels will be placed;
small renewable energy projects. 3. Applicant ID, QKB extract and administra-
» From an analysis of the applicable legal ba- tor ID;
sis, results show that the primary legislation 4. Plant layout, project and photo of the cur-
has clearly classified the production of elec- rent state of the property;
tricity from the wind as production subject to 5. Electrical project, estimate and schedule of
the net electricity metering scheme (Article works.
15.1) by authorizing the minister responsible
for energy to adopt the simplified procedure = B. List of documents for application to

for the authorization of connection to the dis-
tribution system of wind power generation
projects.

0SSH for photovoltaic plant:
1. Submission of the application form “For
the net metering scheme”;
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https://ere.gov.al/images/archive/Ligj_43_2015_30_04_2015.pdf
https://ere.gov.al/images/archive/Ligj_43_2015_30_04_2015.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2019/07/Udhzim-Nr.-3-dat-20.6.2019.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2019/07/Udhzim-Nr.-3-dat-20.6.2019.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2019/07/Udhzim-Nr.-3-dat-20.6.2019.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2019/07/Udhzim-Nr.-3-dat-20.6.2019.pdf

»

»

2. Declaration of the average annual con-
sumption of the last two years, or in case of
lack of history, the energy auditor’s report
and the proposal for the installed capacity;

3. The approved project for connecting the
PV plant to the distribution network;

4. Proposal on the model of the two-ways me-

ter (net metering scheme), data on the main

inverter and the characteristics of the meter
located behind it;

Technical report;

License of the design engineer;

7. Permission from the Municipality “Works
that are carried out with a preliminary
statement of works”;

8. Number of the existing contract without
due obligations.

The application is processed within 30 working
days from the submission date. In case of ap-
proval, the applicant has 6 months to construct
the photovoltaic plant. OSSH can disconnect the
plant from the electricity system if it proves that
the production exceeds the electricity consump-
tion in a certain calendar year.

Until the adoption of the “Methodology for de-

termining the price of the sale of surpluses to the

Universal Service Supplier, charged with public

service obligation”, the monthly surpluses are

transferred to the Universal Service Supplier
without compensation.

IMPORTANT NOTE:

According fo the current legislation in
force, the installation of photovoltaics
as per the above procedures and
capacities is not subject fo any
infrastructure impact tax.

According to Law no. 107/2014 “On Ter-
ritory Planning and Development” (as
amended), infrastructure impact tax is
applicable on those works for which a
construction permit is required. Accord-
ing to the Regulation for Development of
the Territory, installation of photovoltaic
panels is classified as works for which
no construction permits is required, but
their proceeding is allowed only on the
basis of a preliminary declavation of works.
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RELEVANT SOURCES OF APPLICABLE

LEGISLATION

»  Law No. 7/2017 “On Promotion for Using of Re-
newable Energy Sources”

» Law No.116/2016 “On Energy Performance of
Buildings”

»  LawNo.124/2015 “On Energy Efficiency”

» Law No. 7/2018, date 15.2.2018,0On Some
Amendments and Additions in the Law No.
43/2015, “On Electricity Energy Sector”

»  Law No.43/2015,'0n Electricity Energy Sector”

»  CoM Decision No.480, dated 31.7.2018 ;*On Ap-
proval of the National Energy Strategy for the
period 2018-2030”

» CoM Decision No. 369, dated 26.4.2017, “For
the approval of the methodology for determin-
ing the purchase price of electricity produced
by small renewable sources from the sun and
wind”

»  CoM Decision No.27, dated 20.01.2016, “On Ap-
proval of National Action Plan for Renewable
Energy Sources 2015-2020”

»  CoM Decision No.619, dated 7.9.2011,On the Ap-
proval National Action Plan for Energy Efficien-
cy 2011-2018”

» CoM Decision No. 38, dated 16.1.2003, “For the
approval of norms, rules and conditions of de-
sign and construction, production and storage
of heat in buildings”

»  Instruction No. 3, dated 20.6.2019, “For the ap-
proval of the Facilitated authorization procedure
for the Connection to the Distribution System of
Small renewable projects for Self-Producers of
Solar Electricity”

»  CoM Decision No.407, dated 19.06.2019, “For the
approval of the procedure, categories, condi-
tions, qualification and professional experience
requirements for the person to whom the ener-
gy auditor’s certificate is issued”

»  CoM Decision No. 342, dated 22.5.2019, “For the
approval of the categories, conditions and qual-
ification requirements for the energy manager”

»  Ministry of Infrastructure and Energy, https://
www.infrastruktura.gov.al

» Energy Regulator Authority, https://www.ere.
gov.al/sq/
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https://infrastruktura.gov.al/wp-content/uploads/2018/10/Ligji_eficenca_energjise.pdf
https://infrastruktura.gov.al/wp-content/uploads/2018/10/Ligji_eficenca_energjise.pdf
https://infrastruktura.gov.al/wp-content/uploads/2019/01/Ligj-nr.-7-2018-dat-15.2.2018.pdf
https://infrastruktura.gov.al/wp-content/uploads/2017/10/ligj_nr_43_dt_30_4_2015_22652_1.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2018/11/Vendim-i-KM_480_31.07.2018.pdf
https://infrastruktura.gov.al/wp-content/uploads/2018/10/VKM_Nr369_date_2642017.pdf
https://infrastruktura.gov.al/wp-content/uploads/2018/10/Per_miratimin_e_Planit_Kombetar_te_Veprimit_per_Burimet_e_Energjise_se_Rinovueshme_2015-2020.pdf
https://infrastruktura.gov.al/wp-content/uploads/2018/10/VKM_Nr._619_dt._07.09.2011.pdf
https://infrastruktura.gov.al/wp-content/uploads/2018/10/VKM_Nr._38_dt._16.01.2003.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2019/07/Udhzim-Nr.-3-dat-20.6.2019.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2019/07/vendim-audituesit-e-energjise-2019-06-19-407.pdf
https://www.infrastruktura.gov.al/wp-content/uploads/2019/07/vendim-menaxheret-e-energjise-2019-05-22-342.pdf
https://www.infrastruktura.gov.al/
https://www.infrastruktura.gov.al/
https://www.ere.gov.al/sq/
https://www.ere.gov.al/sq/
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RETURN ON
INVESTMENT IN
RENEWABLES -
SCENARIOS

»

»

The assessment of return on investment in the
energy sector is regulated and varies by county.
Table 1 provides detailed information for three
counties in Albania. Tirana was selected be-
cause of the high number of businesses and as
a district that is in the average level of radiation
in the country, while Shkodra and Fieri were se-
lected because of the two extremes of solar ra-
diation, Shkodra with the lowest radiation level
and Fieri with the highest radiation level in the
country.

Assessments have been made for several en-
ergy bands specifying the level of investment
needed. Since most banks grantloans for photo-
voltaic panels for up to 7 years, this is the period
taken to evaluate the loan instalment, while the
interest rate was 7% according to the conditions
of the banks that offer loans. Based on this in-
formation, the monthly instalment and the total
loan value have been estimated, which can be
compared with the value of the energy bills cur-
rently paid by businesses. In the second scenar-
io, information was obtained from the current

»

»
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payment made by companies according to the
relevant band for electricity, as well as the total
value and the period they would need if they re-
ceived a loan under these conditions.

From Table 1, referring to the case of the dis-
trict of Tirana, it appears that businesses that
consume less than 2000 kWh/year are disad-
vantaged by investments in photovoltaic pan-
els since the loan instalment is higher than the
monthly payments that businesses make. On
the other hand, businesses that are between
2,000 and 5,000 kWh/year are almost at the
same level of paying the loan instalment as pay-
ing the electricity bill, and for all businesses that
consume more than 6,000 kWh/year, there is a
very large interest for businesses to be involved
ininvesting in photovoltaic panels.

The same analysis can be done for the other two
counties and for all other counties that fall with-
in these intervals. More detailed information on
consumer categories according to energy bands
isgiveninTable 2.
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11-1: %W Financing energy investments, Scenarios

Sy 'pzr‘i’ggrs I SCENARIO 2 - according to the energy bil
Energy bands | Installed |
nvestment
(kwh/year) power
Total amount | Repayment Total amount
Instalment Instalment Repayment years
« of payment years of payment
=
2 01000 8 (1,380000) [ 20828 | 1749543 7years | 4000 2,059,583 12 years and 3 months
-
2000-5000 41 (6,129,500) | 92,511 7,770,889 | 7 years 91,300 7,800,873 | 7 yearsand 1 months
6000-15000 122 (14,030,000) | 211,750 | 17,787,025 | 7 years 273,900 16,715,643 | 5years and 1 months
20000-40000 325 (23,172,500) | 349,735 @ 29,377,751 | 7 years 730,400 25,699,102 | 2 years and 11 months
50000+ 406 (28,947,800) | 436,900 = 36,699,590 | 7 years 2,334,000 30,135,943 | 1 years and 1 months
SCENARIO 1 - 7 years repayment period SCENARIO 2 - according to the energy bill
Energy bands | Installed |
nvestment
(kwh/year) power
Total amount | Repayment Total amount of
Instalment Instalment Repayment years
E of payment years payment
a
S 01000 9 (1,552,500) 1,968,236 | 7 years 2,505,519 14 years and 11
= months
]
2000-5000 45 (6,727,500) | 101,536 8,529,024 | 7 years 91,300 8,819,001 | 8 years and 1 months
6000-15000 134 (15,410,000) | 232,578 | 19,536,569 | 7 years 273,900 18,731,995 | 5 years and 8 months
20000-40000 & 358 (25,525,400) | 385,247 | 32,360,722 | 7 years 730,400 28,628,654 | 3 years and 3 months
50000+ 447 (31,871,100) | 481,020 40,405,706 | 7 years 2,334,000 33,308,929 | 1 years and 2 months
SCENARIO 1 - 7 years repayment period SCENARIO 2 - according to the energy bill
Energy bands | Installed |
nvestment
(kwh/year) power
Total amount | Repayment Total amount of
Instalment Instalment Repayment years
of payment years payment
e
@ 0.1000 9 (1380000) [\ 20828] 174953 7years [LNUHA0000 2,059,583 12 yearsand 3 monts
2000-5000 38 5,681,000) 85,742 7,202,287 | 7 years 91,300 7,078,399 | 6 years and 6 months
6000-15000 113 (12,995,000) 196,129 | 16,474,868 | 7 years 273,900 15,258,090 | 4 yearsand 8 months
20000-40000 303 | (21,603,900) 326,061 | 27,389,103 | 7 years 730,400 23,783,360 | 2 yearsand 9 months
50000+ 378 | (26,951,400) 406,769 27,389,103 | 7 years 2,334,000 27,983,354 1 year

Source: Experts Calculations

www.investment.com.al B



1.\ N Data as per region

Albania
Investment

B Council

Improving Transparency and Investment Climate

No County Interval kwh/year kwp Calculation The consumer

0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 41 53300 | consumer TU 0.4 kW - 16.8

1 TIRANA 6000-15000 180000 122 122000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 325 201500 | consumer TU, Measurement TM - 14.88
50000+ 600000 406 251720 | consumer TM - 22.56
0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 41 53300 | consumerTU 0.4 kW - 16.8

2 DURRES 6000-15000 180000 123 123000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 329 203980 | consumer TU, Measurement TM - 14.88
50000+ 600000 412 255440 | consumer TM - 22.56
0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 42 54600 | consumer TU 0.4 kW - 16.8

3 BERAT 6000-15000 180000 125 125000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 333 206460 | consumer TU, Measurement TM - 14.88
50000+ 600000 417 257920 | consumer TM - 22.56
0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 41 53300 | consumer TU 0.4 kW - 16.8

4 ELBASAN 6000-15000 180000 122 12200 | consumer TU 0.4 kKW - 16.8
20000-40000 480000 326 202120 | consumer TU, Measurement TM - 14.88
50000+ 600000 408 252960 | consumer TM - 22.56
0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 40 52000 | consumer TU 0.4 kW - 16.8

5 KORCA 6000-15000 180000 119 119000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 318 197160 | consumer TU, Measurement TM - 14.88
50000+ 600000 397 246140 | consumer TM - 22.56
0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 40 52000 | consumerTU 0.4 KW - 16.8

6 LEZHA 6000-15000 180000 119 119000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 318 197160 | consumer TU, Measurement TM - 14.88
50000+ 600000 397 246140 | consumer TM - 22.56
0-1000 12000 9 13500 | household consumer 11.4-50.4
2000-5000 60000 45 58500 | consumer TU 0.4 kW - 16.8

7 SHKODRA 6000-15000 180000 134 134000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 358 221960 | consumer TU, Measurement TM - 14.88
50000+ 600000 447 277140 | consumer TM - 22.56
0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 41 53300 | consumer TU 0.4 kW - 16.8

8 VLORA 6000-15000 180000 122 122000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 325 201500 | consumer TU, Measurement TM - 14.88
50000+ 600000 406 251720 | consumer TM - 22.56
0-1000 12000 8 12000 | household consumer 11.4-50.4
2000-5000 60000 38 49400 | consumer TU 0.4 kW - 16.8

9 FIER 6000-15000 180000 113 113000 | consumer TU 0.4 kW - 16.8
20000-40000 480000 303 187860 | consumer TU, Measurement TM - 14.88
50000+ 600000 378 234360 | consumer TM - 22.56

The information conlained in this guide is not ex-
haustive and does not replace the professional assis-
lance o counselling yvou may need or the appropriate
institutions. No part of these pages, whether text or
image, can be used fov any purpose other than the
one specified.

The Investment Council is supported hy the EBRD/SE-
CO-funded Technical Secretarial and addyesses major
business concerns hy providing divect and practical
recommendations (o the Government and husiness
pariners on legal and institutional interventions to im-
prove the husiness climate.
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ABOUT INVESTMENT COUNCIL IN ALBANIA

The Investment Council facilitates the development of mutual trust between the business
community and the government in Albania and contributes to an incremental institutionalization of
effective policy dialogue. It contributes to the national reform and economic transition process by
enhancing institutions, laws and policies that promote market functioning and efficiency.

Dr. Diana Leka (Angoni)  Elvis Zerva Elida Fara Xaira Shurdha Elisa Lula
Head of Secretariat Legal & Regulatory Expert Economic Expert Liaison and Monitoring Expert — Administrative and Communications Officer
lekad@investment.com.al zenvae@investment.coma  farae@investment.com.al  shurdhax@investment.com.al lulae@investment.com.al

Published by the Investment Council Secretariat (ICS), DEshmorét e Kombit, Tirang, Shaipéri
info@investment.com.al / www.investment.com.al / ICS is responsible for the content of this publication.
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Investment Council is supported by the Ministry of Finance and Economy, the European Bank for Reconstruction and Development (EBRD) and the Swiss State Secretariat for Economic Affairs (SECO)




