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Introduction 

This policy summary presents the case for renewable energy (RE) support scheme reform in Bosnia and Herzegovina 

(BIH) and outlines a concept for reform developed since the beginning of 2018 by a Working Group, consisting of 

representatives of all key authorities with legal competences in the energy sector in BiH, in particular with regards to 

RE support schemes. In its work, the WG is supported by the German Development Agency (Deutsche Gesellschaft für 

Internationale Zusammenarbeit (GIZ)1. Upon consent by BIH policy makers, the reform concept developed during the 

recently finalized phase A (and justified and elaborated in a technical report) will be followed by detailed elaboration 

of RE support scheme reform in phase B, foreseen for the period from October 2018 until September 2019. The 

detailed elaboration of the RE support scheme reform will provide a harmonized frame and methodologic approach, 

that can be adapted and integrated according to the specific needs and requirements of the respective entity frameworks.   

 

Background and Motivation 

Bosnia and Herzegovina has been using renewable energy sources (RES) for decades: given the favorable geographic 

conditions, hydro power has been one of the backbones of its electricity supply system since its beginnings. More 

recently, electricity sector institutions in BIH started to engage in active RE promotion policy: Currently, feed-in tariffs 

(FIT) are used as a support mechanism in the Federation BIH (FBIH) and the Republika Srpska (RS) in combination 

with annual quotas (i.e. capacity limits). Republika Srpska has also introduced a feed-in-premium system as an option, 

whereas the Brčko District of BIH does not operate an RE support system. Outside the support system, electricity 

generation from RE sources can be remunerated on the basis of a reference price set by the Regulatory Commissions of 

the entities.  

Currently, the electricity sector institutions in BiH are engaged in the process of setting a 2030 target for the increasing 

share of RES. At the same time, the Working Group is convinced that a reform of the RE support system should be 

considered for the following reasons:  

• The RE industry and supporting policies dramatically changed since first support schemes were introduced. 

Worldwide, there has been a tremendous development of RE shares in electricity generation, installed 

capacities and extraordinary technology improvement. Significant price decrease per installed kW has been 

achieved, but new challenges in networks have emerged related to higher feed-in of intermittent RE. This has 

led to new regulation for RE in the EU and beyond. 

• Existing RE support system is too expensive and, taking into account relatively low electricity prices in BiH 

and sensitivity of its increase in the future, not sustainable in the long run. On the other hand, BIH is 

committed to continue RE support with the objective to reach point where support will not be needed in a 

near/mid future. This means that future RE support scheme must be more cost-efficient and competitive to 

guarantee that technical cost reductions lead to support cost reductions as well.  

• Experiences in other countries have shown that acceptance of the civil society to contribute to the transition 

towards a more sustainable, renewable energy market through higher levies for RES support, strongly depends 

on the following factors:   

• i) fairness and transparency in the awarding process,  

• ii) possibility to participate in the decision-making process and  

• iii) to directly benefit from the transition on the community level. As a signatory of the Energy Community 

Treaty, BIH has committed itself to applying the European Union (EU) regulatory framework for the energy 

sector and has successfully introduced the basic principles for security of supply, competition and 

sustainability, while introduction of a wholesale market for electricity is expected for the next years. BIH 
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should therefore plan to introduce market based RE support schemes in line with EU regulation to promote 

market integration of renewable energy. 

The WG has developed a comprehensive proposal for the RE support system reform based on the motivation of 

enhancing cost efficiency and market integration of renewable energy. Additionally, it suggests concepts for enhancing 

the role of communities in the development of renewable energy. The recommendations are based on a comprehensive 

analysis of design options for support schemes in the BIH context. Apart from economic and legal arguments, 

empirical evidence from EU member states and beyond was taken into consideration. 

 

Proposed Reform 

The proposed reform aims at both reducing RE support cost and facilitating development of RE projects in a fully 

liberalized electricity sector environment. The WG made distinctive proposals for RE support scheme reform for large-

scale and for small-scale installations. While EU regulation classifies all RE installations above 500 kW as large-scale, 

the precise thresholds for large scale RE installations for entities in BIH has been left for determination in Phase B.  

For large-scale installations, two key proposals are put forward by the WG: 

• Comprehensive replacement of feed-in-tariffs (FIT) by feed-in premia (FIP): Instead of assuring RE 

installations a fixed price independent of demand or generation in the system, RE investors and stakeholders 

should sell their electricity into the wholesale market and receive a premium on top (with upper and lower 

limits on total revenue). Before the introduction of an electricity wholesale market, instead of the wholesale 

market price, a reformed, flexible reference price should be applied to RE feed-in, mimicking efficient price-

setting in a market. 

• Use of RE auctions: The WG strongly promotes the use of (technology-specific) auctions for setting of 

support levels for large scale RE installations at entity level, provided there is sufficient potential for and 

limited diversity of the RE technology. The WG concludes that for certain installations such as biomass and 

biogas, future RE support level should continue to be administratively set. 

Small-scale installations are still supported under FIT schemes in most countries, and the WG proposes to continue 

their use in BIH as well. The reform elements suggested by the WG include: 

• FIT: Technology specific support level setting should be undertaken in regular (typically annual) intervals by 

dedicated commissions. Quotas should be set in a transparent manner for each technology. These should be 

eligible for support on a first-come-first-serve basis. Alternatively, remuneration on the basis of the reference 

price should continue to be offered. 

• Net billing: For prosumers2, net billing should be introduced as an alternative option of RE support, i.e. the 

supplier should “net” electricity supply by remunerating excess energy fed into the grid. Details concerning 

taxation of prosumers under a net billing scheme are still to be worked out in cooperation with BIH tax 

authorities.  

Community energy installations should, according to the WG, benefit from specific tax incentives while being fully 

eligible for the general RE support schemes. Taxes suitable for the purpose include customs on technical equipment 

and profit taxes. The details will be worked out in cooperation with BIH energy & tax authorities. The WG strongly 

supports introducing dedicated FiT quotas for small-scale community energy projects, as well as series of support 

activities on promotion of the community energy concept.  

 
More details, evaluations and justifications on the proposed reform concept can be found in the attached “Final Report 

                                                
2 Prosumers here are defined to be consumers with small-scale RE generation, feeding excess generation into the grid. 
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for Reform of the Renewable Energy Support Scheme System in Bosnia and Herzegovina (Phase A)”. The decision-

makers of the involved institutions are requested to submit a confirmation declaration of the proposed concept, in order 

for the WG to proceed with the detailed preparation of the concept in Phase B. 

 

Implementation Outlook 

For Phase B, the WG foresees activities to prepare the implementation of RE support scheme reform. After review of 

the concept by RE decision makers, these are set to include: 

• Design of processes and institutional responsibilities for support schemes,  

• Development of methodologies for parameter setting, where required, in line with BIH & entity rules and 

requirements 

• Drafting rulebooks, decrees and legislation incorporating the reform elements and adapting the proposal 

according to respective requirements and potentials on the entity level 

These efforts will be accompanied by stakeholder involvement and public consultations. 

 

 


