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UTILITY PARTNERSHIP PROGRAM 

FY 1996 ANNUAL REPORT 

Executive Summary 

Since its inception in 1991, the Utility Partnership Program (UPP) has expanded to include the 
involvement of managers from throughout the electric utility industry, representing all areas of 
management expertise. With the definition of the fourteen focus areas that were utilized to 
guide UPP program strategies in the Fall of 1993, a new degree of long-term planning was 
initiated in the program. This encouraged utility participants to utilize a variety of program 
activities to address specific areas of interest over a longer planning period. With the initiation 
of a guided self-assessment early in 1994, the UPP began efforts at improving management 
procedures, implementing long-term planning in programmatic focus areas, and the initiating a 
Regional Program, as well as Internships and Executive Development Programs, to 
supplement the original Partnership Activities. 

In addition to long-term planning, the growing emphasis by USAID for practical measurement 
of results has become an important factor in the planning and documentation of activities. 
Since many of the programs which the UPP has undertaken over the fist five years are, by 
their very nature, long-term efforts which address slowly developing management systems, the 
measurement of the results of these activities is just now beginning to be effective. 

Implementation of management changes in the electric utility industry of Central and Eastern 
Europe resulted not only because of activities conducted through the efforts of the Utility 
Partnership Program, but also because of the natural political and economic changes which 
continue to evolve on a daily basis. But the Utility Partnership Program is very proud of the 
results, both direct and indirect, which it has helped to bring about in the strengthening of the 
electric utility infrastructure throughout Central and Eastern Europe. The continuation of these 
efforts during the upcoming Fiscal Year is outlined by the brief, activity-specific descriptions 
of all FY 1997 programs in the FY 97 Annual Workplan. This document was submitted 
separately to USAID Washington in September 1996. 

General highlights of the FY 1996 UPP program were: 

Two executives from NEK's System Analysis and Transmission Planning Department 
participated in an Internship with General Electric and users of the PSLF GE software. The 
visit focused on the PSLF software in analyzing load flow, system optimization and planning, 
transient processes and short circuit currents. NEK purchase the PSLF software in February 
1996 and representatives from GE went to Sofia to provide training for the Planning 
Department prior to this internship. 

During the third quarter of FY 96, USEA conducted a power plant maintenance and 
rehabilitation technical exchange visit for seven top level power plant managers from NEK 
(Bulgaria). This technical exchange visit was designed to focus on power plant rehabilitation, 



one of the issues of primary importance to Bulgaria and a priority in their emerging energy 
strategy. The visit focused on technical issues related to plant performance improvement, 
including the retrofitting and repowering of coal-fired plants, life extension and maintenance 
strategies, and general project management. 

The UPP has supported the reform and restructuring efforts of the Romanian Electricity 
Authority (RENEL). In 1996, the UPP added one more utility partnership to its pool of utility 
partner agreements. On May 20, 1996, the Mississippi Power Company signed the 
partnership agreements with RENEL. The formal signing ceremony took place in Gulfport, 
Mississippi during a Chief Executive Officer Advisory Mission for three of RENELYs senior 
executives. Prior to the signing ceremony, the Romanian utility had been wthout a formal 
partner since Boston Edison withdrew from the UPP in August 1995. 

Slovenske Elektrarne (SE a.s.) participated in a number of regional and bilateral programs 
during fiscal year 1996. The environmental activities planned for SE a.s. focused on 
compliance with environmental standards, in particular, on the reduction of air emissions and 
particulates from coal-fired power plants, compliance with environmental regulations, and 
implementation of the least-cost planning as it relates to overall utility operations, resource 
utilization, and environmental dispatching. 

The two-year utility partnership between Lietuvos Energija (LE) and Alabama Power 
Company (APCo) has been one of the most active and committed, with both utilities working 
closely together to achieve program goals. In Fiscal Year 1996, the partnership program 
focused on utility financial management/accounting, customer service and public relations, and 
information technologies. 

Overall, program objectives for 1996 were achieved. The UPPYs Annual Planning and Review 
Meeting was held June 4-6, 1996 in Sofia, Bulgaria. Participants included USAID 
representatives as well as CEE and U.S. utility partners. During the meeting, participants 
reviewed the progress and effectivenes of the UPP to-date, determined the scope and activities 
for the final year of the program, and discussed USEAYs interests in working with USAID and 
utility partners to extend the cooperative agreement between USEA and USAID beyond June 
1997. The meeting was considered quite successfbl. Much was decided upon, including 
agreement in principle for an extension proposal to the cooperative agreement and the FY 1997 
Workplan's regional and bilateral activities. 



Review of the FY 1996 Partnership Activities 

SLOVENSKE ELEKTRARNE (SE a-s.) 

Background 

Slovenske Elektrarne (SE a.s.) participated in a number of regional and bilateral programs 
during fiscal year 1996. The environmental activities planned for SE a.s. were designed to 
assist Slovenske Elektrarne in their efforts to comply with Western European environmental 
standards. In particular, the program focused on the reduction of air emissions and 
particulates from coal-fired power plants, compliance with environmental regulations, and 
implementation of least-cost planning as it related to overall utility operations, resource 
utilization and environmental dispatching. The Utility Partnership Program supported this goal 
by sponsoring key individuals from SE a.s. to participate in activities such as the Regional 
Workshop on Environmental Audits and Evaluation, Regional Environmental Issues Workshop 
and the Integrated Resource Planning Technical Exchange Visit. These programs provided SE 
a.s. with the information and tools necessary to set in motion the process of creating an energy 
efficiency center which will be operational in June 1997. 

Program Highlights 

In the area of system reliability, SE a.s. participated in programs such as the Regional Pricing 
Workshop for Interconnected Systems, Interconnected Systems Operations and Management 
Technical Exchange Visit and the Power Plant Maintenance and Rehabilitation Executive 
Exchange Visit. 

In SE a.s.' efforts to improve the economic performance of overall utility operation and 
management, the UPP sponsored activities on a variety of topics related to corporate finance, 
human resource management and public relations. The program for SE a. s. included activities 
such as the Information Support of Electrical Utilities Seminar, Corporate Finance Seminar, 
the Annual Planning and Review Meeting, Financial Management Executive Exchange Visit. 

Issues 

SE a.s. is making great strides in the area of Corporate Communications and Public Relations. 
The majority of power plants within SE a.s. have now implemented a corporate relations 
department. Public Relations managers from SE a.s. participated in a Public Relations 
Seminar and Corporate Communications/Public Relations Executive Exchange Visit during 
fiscal year 1996. The information provided through these activities directly assisted SE a.s. in 
implementing a step by step strategic plan for raising the price of electricity. The first rate 
increase in Slovakia in several years was effective August 1, 1996. 

Summary 

Two focus areas SE a.s. in the 1997 fiscal year UPP Workplan will be energy efficiency and 
public relations/corporate communications. The proposed FY 1997 activities are designed to 
support the development of SE a.s. ' energy efficiency center as well providing U .S. expertise 
on public relationsicorporate communications. 



NATIONAL ELECTRIC COMPANY OF BULGARIA (NEK) 
CENTRAL MAINE POWER COMPANY 

Background 

Partnership activities between the National Electric Company of Bulgaria (NEK) and Central 
Maine Power Company (CMP) completed the fourth successful year of activities during FY 
1996. The seminars and executive exchange activities that NEK participated in with CMP 
focused on such issues as Power Plant Rehabilitation, Information Support of Electric Utilities, 
Customer Service, and Financial Management. 

In addition to the bilateral activities with CMP, NEK also participated in programs with other 
U.S. utilities and organizations to gain information on various aspects of the power system 
planning process, transmission and distribution, cost management, and human resource 
management issues. 

Program Highlights 

To supplement the activities between the partner utility, USEA involved NEK executives in 
regional programs. The environmental regional program was designed to assist NEK in 
beg i~ ing  the initial stages of power plant rehabilitation, including the cost-effective 
introduction of clean coal and other environmental control technologies, particularly as they 
relate to lignite utilization. The program was also designed to foster discussion between 
Bulgaria and its neighbors related to environmental issues, regulatory models and 
environmental compliance strategies. Key individuals from NEK participated in such activities 
such as the Environmental Controls Technical Exchange Visit, Regional Environmental Issues 
Seminar, and the Economics of Environmental Technology Options Seminar. 

Issues 

These programs have provided the exchange of information on the issue of the environmental 
impact of power generation. With the information that NEK has gathered from participation in 
the UPP sponsored environmental programs, NEK has developed a strategic plan to the year 
2005 that includes the rehabilitation of existing plants. The plan contains a strategy for the 
addition of new units at NEK's Maritza East thermal power plant. Financing is also in place 
for the design and construction of a new 215 MW unit and a pilot Flue Gas Desulfurization 
(FGD) plant already under construction at Maritza East. 

The system reliability program assisted NEK with efforts to improve the economic 
performance of power plants, reduce transmission and distribution losses and improve load 
flow analysis and economic dispatch, as well as overall system planning and optimization 
process. The activities that specifically addressed this issue were the Transmission and 
Distribution Technical Exchange Visit, Power Plant Rehabilitation Technical Exchange Visit, 
and Interconnected System Operations and Management Technical Exchange Visit. 



Summary 

In fiscal year 1996, the UPP also addressed general management issues with NEK. The 
programs that NEK participated in were designed to provide NEK with the tools necessary to 
improve utility efficiency and profitability, enabling the utilities to compete in a market 
economy. The activities that took place were the Information support of Electric Utilities 
Seminar, Financial Management and Project Finance Seminar, Financial Management 
Executive Exchange Visit and Customer Service Workshop. 

The primary focus area for NEK in fiscal year 1997 is the implementation of the pilot FGD 
plant. The UPP will assist NEK in this area by providing NEK with information on the 
technical and economic evaluation of the various FGD systems as well as continued programs 
in the areas of environmental compliance, environmental controls, policy and regulation. 



NEW ENGLAND ELECTRIC SYSTEMS 
MAGYAR VILLAMOS MUVEK Rt 

Background 

The utility partnership between New England Electric System (NEES) and Magyar Villamos 
Muvek Rt (MVM Rt) completed its fourth successful year of activities during Fiscal Year 
1996. MVM Rt's priority issues this year were rates and regulation, environmental issues and 
standards and system operations. All proposed activities for FY 1996 were completed with 
minor date changes. 

Program Highlights 

The utility partnership program supported MVM Rt's interest in rates and regulation in FY 
1996 with executive exchanges at NEES that served as follow-up discussions to material 
presented in a Corporate Finance Internship, Regional Pricing Workshop and Regional 
Financial Management Seminar. As a direct result of MVM Rt's participating in these 
activities, MVM Rt has made significant progress in clarifying its rates in an effort to comply 
with the 1995 Electricity Regulatory Act passed by the Hungarian Energy Board. NEES 
employees provided information to MVM Rt Senior level managers on how to effectively file 
and complete rate cases. As well, NEES supplied MVM Rt information regarding components 
for revenue needs analysis and potential rate design. The long-term goal of these activities is 
to attract foreign investors in an effort to raise capital for privatization efforts. 

MVM Rt's strong interest in environmental issues was supported by UPP regional and 
technical exchange programs. MVM Rt hosted a team of environmental executives from the 
United States at a Regional Workshop on Environmental Auidt Implementation, Regional 
Environmental Issues Workshop. These seminars focused on establishing a dialogue between 
utilities and regulators about emissions and environmental standards. The latter seminar 
highlighted regional environmental policy issues in the U . S . 

The final priority for MVM Rt during FY 1996 was system operations. UPP facilitated MVM 
Rt's participation in numerous technical exchange visit's that focused on Decision Systems 
Advanced Control Center Design, Integrated Resource Planning, Transmission and 
Distribution and Information Systems Support Seminar. These activities focused oh Short- 
term Load Forecasting/Real Time Functions, Modem Power System Dynamics, Electric 
Power Quality for Transmission and Distribution Systems. After MVM Rt's exposure to many 
computer software programs through UPP-funded activities, MVM Rt purchased PTI's PSSIE 
"Power System Simulator" computer software. This investment will allow MVM Rt to make 
significant improvements in short-term load forecasting, for both real-time and operation planning 
applications. 

Issues: 

In this transitional period form a planned economy to a market economy, MVM Rt is caught in a 
vicious cycle. It needs to attract foreign investors and their capital for privatization while also 
needing a rate increase to break even and make a profit. At the same time MVM Rt is having to 
be sensitive to the social and economical issues of its customers while insuring that customers pay 
their electric bills on time. 



With exposure to information technology, commercial strategies and methods of becoming more 
efficient and reliable, the utility partnership between NEES and MVM Rt is assisting MVM Rt to 
plot a course to resolve these issues. 

Summary: 

Fiscal year 1996 was a trying year for MVM Rt as it continues to struggle with increasing debt, 
economic recession, and non-payment of many of its residential and commercial customers and 
privitization. However, MVM Rt continues to actively participate in UPP's partner, regional and 
technical exchange programs and has an aggressive workplan for 1997 which focuses on targeting 
their current obstacles. 



ESKA ENERGETICHE ZAVODY (CZECH REPUBLIC) AND 
HOUSTON LIGHTING AND POWER 

Background 

Although the partnership between Ceska Energetiche Zavody (CEZ) and Houston Lighting and 
Power (HL&P) formally concluded at the end of FY 1995 after three successful years, CEZ 
and HL&P have informally continued their partnership in FY 1996. Activities were conducted 
on a limited ad hoc basis and focused mainly on corporate finance management to complete 
projects such as the refurbishing of power plants and transmission systems, and also to develop 
a structure within CEZ to address the creation of a new regulatory system and tariff setting 
mechanism. 

The Centrel regional program focused on issues such as the environment, pricing for 
interconnected systems, transmission and distribution. The expected accomplishments for the 
Centrel regional program included establishing a dialogue with representatives from the 
ministries responsible for proposing regulatory models and assisting in the development of a 
regulatory framework. The UPP also supported the Centrel interconnection process to the 
West European network (UCPTE) through satisfying technical and organizational 
requirements. 

Program Highlights 

The primary goal of the Utility Partnership Program was to assist CEZ as it made the 
transition from a company accustomed to a centrally-planned economy, to one which could 
successfully function in the developing free-market economy. This has been accomplished as 
is demonstrated by CEZ receiving a marked improvement in its rating from Standard and 
Poor, which was upgraded from BBB- to BBB with a positive outlook. 

CEZ benefited greatly from the various UPP corporate finance management exchanges 
organized through HL&P, educational institutions and associations. Benefits from these 
programs have resulted in CEZ'S management staff succeeding in negotiating loans and bonds 
and reorganizing their strategy in paying back their present loans. 

One aspect of CEZ'S transition is the implementation of strategic planning at the highest levels 
of management. After two regional seminars in Bulgaria and Slovakia concerning information 
support of electric utilities, CEZ realizes the important value of developing research techniques 
and strategies through evaluating and accessing international information systems, packaging 
and disseminating research results within their organization and integrating information 
systems into daily business operations. CEZ has given this topic a higher priority due to the 
creation of the National Energy Association for the Czech Republic which they believe will 
greatly benefit from the ability of this organization to access professional information. 

In the environmental field, one of CEZ'S primary goals, the introduction of the topic of 
environmental auditing by the UPP has saved time, effort and funds that would have been 
invested into studying methods and procedures. Another benefit has enabled CEZ to reallocate 
these savings to focus on power plant efficiency and life-extension as well as decommissioning 
obsolete units. 



Issues 

Although CEZ is not currently partnered with any U.S. utility company, CEZ will continue to 
be an active member of UPP's Regional Program, participating fully in workshops, 
conferences, and technical exchange visits. 

Environmental issues are the top priority that CEZ faces today with emphasis placed on energy 
efficiency and quality assurance systems. Financial problems will definitely require 
continuous care in regard to risk management of power projects, joint project financing by 
multilateral banks and long-term oriented corporate finance management. Another challenge is 
to upgrade and support business oriented cooperation between the U.S. and Central and East 
European (CEE) countries' power sectors as well as deliveries of U.S. technology and 
information to the CEE. In addition, legal aspects and government level negotiations on 
electricity prices, network access questions and market orientation of electricity businesses also 
will grow both in assigned priority and impact on the power sector operation. 

Summary 

Since 1991, the UPP has been active in the Czech Republic through one of its first 
partnerships, between CEZ and Houston Lighting and Power Company (HUP).  As one of 
the strongest partnerships in the program, HL&P and CEZ focused on a range of strategic 
management issues such as finance and accounting, tariff and rate making, and customer 
service. Over the past few years, CEZ has become a more competitive, stable and reliable, 
company with an established corporate strategy. As a result of the impending close out of the 
USAID office within Czech Republic, USAID/Washington and USEA agreed that initiating a 
new partnership would not be prudent, with only one and one-half years remaining until the 
office closed. As a result, USEA proposes to involve the CEZ in a series of regional 
initiatives aimed at promoting the privatization and restructuring of the energy sector, as well 
as improving the environmental performance of the energy industry, particularly issues which 
relate to compliance with Western European standards. 



POLISH POWER GRID COMPANY (POLAND) AND 
COMMONWEALTH EDISON COMPANY 

Background 

The utility partnership between Commonwealth Edison Company (ComEd) and the Polish 
Power Grid Company (PPGC) completed its fourth successful year of activities during FY 
1996. PPGC9s priority issues for FY 1996 included utility regulatory practices, human 
resource management, customer service, corporate finance, environment and power plant 
rehabilitation. 

All proposed activities for the FY 1996 Workplan were completed except two which were 
postponed to the beginning of FY 1997 Workplan. The topics of corporate finance, power 
plant rehabilitation and energy efficiency were focused in more detail in FY 1996 through 
intensive internships for a few, select high-level managers and focused seminars for 
distribution companies in addition to PPGC. 

Program Highlights 

At the beginning of FY 1996, PPGC President Zbigniew BiCki visited ComEd in November 
1995 to meet with senior level officers of Commonwealth Edison to support PPGC's corporate 
management strategies, as well as to provide him with a complete overview of an American 
utility's various departments, facilities, management philosophies and strategies. This goal 
was also supported through two corporate finance internships in Chicago for PPGC managers. 
Additionally, a financial management seminar was held in Warsaw to give an overview to as 
many PPGC employees as possible. 

Another aspect of PPGC's implementation of strategic planning at the highest levels of 
management is the impact and use of information technologies. A regional seminar was held 
in Bulgaria to assist Central and East European (CEE) electric utilities to identify Western 
European sources for business and technical information. Participants learned the processes 
involved in developing research techniques and strategies, complying with international 
copyright conventions, packaging and disseminating research results within an organization, 
and integrating this information system into daily business operations. Participants also 
discussed the establishment of a Central and East European Regional Utility Information 
Center which would serve as a centralized database of information for use by CEE utilities. 

Other activities throughout the year supported the efforts of Polish efforts to reverse the 
degradation of their environment. Two regional seminars concentrated on various 
environmental issues such as auditing, evaluation and compliance. In addition, PPGC 
managers took part in exchange visits that dealt with the environmental aspects of plant 
rehabilitation and integrated resource planning. 

At the end of FY 1996 in September, the UPP organized a Utility Regulation Executive 
Exchange Visit. This executive exchange visit enabled several of the key players responsible 
for the proposed new energy legislation in Poland to become more familiar with the U.S. 



regulatory process. Two members of the Polish Parliament and one PPGC board member met 
with public utility commissioners in New York and Maine. They also met and discussed 
regulatory issues with the Federal Energy Regulatory Commission (FERC), the Edison 
Electric Institute (EEI), and USAID representatives in Washington, D.C. As part of their 
participation in a Retail Wheeling conference, the group had meetings with U.S. politicians 
dealing with energy legislation, New England commissioners, and other conference speakers. 

Issues 

Since the UPP initiated activities with PPGC, the newly introduced Energy Law promised to 
establish a framework for an Energy Regulation Authority (ERA) which would oversee energy 
prices and tariffs as well as licencing terms and provisions to promote an economically 
competitive power industry. Although this regulatory body is not yet active within the energy 
sector, it will undoubtedly become a major aspect of the evolving energy industry. 

Complying with strict environmental standards is of the utmost importance for PPGC, and in 
particular, the generation companies. In order to comply with new, stringent environmental 
standards, particularly for emissions controls, Polish generation companies will need access to 
a range of tools, management practices, and technologies which will enable them to make the 
optimum choices given the resources available. 

In 1996, the UPP focused on the economic aspects of system reliability and integration for the 
Centrel countries. The activities reviewed how prices are established in power markets and the 
corresponding role of the utility, power marketer, and power pool, in addition to the function 
and operation of various power pooling arrangements. These topics are particularly relevant to 
Poland, where the Settlement and Coordination Center will be located, as they initiate 
economic relationships in the process of final integration into the West European grid system 
(UCPTE). While technically connected, Poland and the Centrel countries lack experience 
regarding the economic transactions involved in the operation of an open access system. 

Summary 

Since 1991, the UPP has been active in Poland through one of its first partnerships, between 
PPGC and Commonwealth Edison Company (ComEd). Over the past years, the partnership 
has focused on a range of topical areas relating to utility finance and management, pricing, 
demand-side management, customer service, systems operation and management, and human 
resources management. PPGC is building a foundation for stability, growth and ultimately 
competition in western markets. In FY 1997, the UPP in cooperation with ComEd and the 
activities of the Centrel regional program, will continue to assist PPGC in its goals of becoming 
financially sound, improving customer relations, and implementing a company-wide human 
resource management plan. 



EESTI ENERGIA 

Background: 

Eesti Energia has been involved in the Utility Partnership Program (UPP) since July of 1993. 
At that time USAID determined that funding for Eesti Energia would be limited to non-partner 
activities and the program could not be structured to support a full utility partner for Eesti 
Energia. While this restricts Eesti Energia from participating in a full workplan of activities, 
it does not preclude the company from participating in our non-partner activities such as 
Regional Programs and Executive Development activities. 

FY 1996 saw a dramatic increase in the number of UPP regional programs for the Baltics. In 
addition to completing all of the scheduled workplan activities, several other regional programs 
were initiated due to the increased emphasis of USAID Washington and the USAID offices in 
the Baltics to a more regional approach to their energy activities. 

Program Highlights FY '96: 

One of the main priorities for FY 1996 for the Baltic Region was system reliability and 
specifically power pooling operations. Two Regional Seminars on Power Pooling were 
conducted. In addition, there were three regional activities focusing on the operation of 
system reliability software programs. These software programs were purchased through other 
USAID programs. D.C. Baltija, the current regional dispatch center for the Baltics, also 
participated in all of these activities. 

The Estonian government recently decided to privatize Eesti Energia. This has also been the 
case in Latvia and Lithuania. Unfortunately, the Baltic electric utilities have a lack of 
experience in attracting potential investors and understanding profitable financial strategies. A 
regional seminar on Utility Financial Management was conducted in March 1996 that 
introduced these topics to the senior executives responsible for the privatization process. A 
follow-up Executive Exchange Visit to the U .S. is planned for FY 1997. 

Independent regulatory bodies have also been initiated in each of the Baltic countries. An 
Executive Exchange Visit for the members of these newly formed organizations, other 
members of the relevant government ministries, and electric utility representatives was 
conducted in May 1996. This program was a follow-up to a Regulatory program conducted 
last year. 



Issues: 

The USAID office in Estonia offically closed at the end of fiscal year 1996. All future 
USAID activities for Estonia will be limited to Baltic regional programs. Since Eesti Energia 
has always had limited UPP participation, there will not be any dramatic changes to their 
involvement in UPP activities. Regional programs will continue their focus on issues related to 
privatization and other flnancial management areas. 

Summary : 

Fiscal Year 1996 was the most active for Eesti Energia. The stronger emphasis of regional 
activities for the Baltics has allowed Eesti Energia to participate in an increased number of 
regional programs. FY 1997 will continue the emphasis on regional programs for the Baltics 
and Eesti Energia will actively participate in these programs. 



LATVENERGO 
AND CENTRAL VERMONT PUBLIC SERVICE CORPORATION 

Background: 

The utility partnership between Central Vermont Public Service Corporation (CVPS) and 
Latvenergo completed its third and final year of UPP activities in August of Fiscal Year 1996 
(FY 96). During FY 96 this partnership continued to be one of the most successful and active 
partnerships in the UPP. 

All of the bilateral partner activities proposed in the FY 1996 Annual Workplan were 
completed with a few modifications in dates and locations. Public relations, customer service 
and demand side management continued to be the main emphasis of the partnership. 

The number of regional activities increased due to a growing emphasis on regional activities by 
USAID Washington and the USAID offices in the Baltics. This trend will continue as the 
USAID office in Estonia closed at the end of FY 1996 and the USAID office in Latvia closes 
by the end of next year. 

Program Highlights FY '96: 

Partner activities continued to focus on areas covered in the first two years of the partnership. 
Progress has continued in areas such as customer service, demand side management, tariff and 
ratemaking and public relations. Latvenergo has opened up additional customer service centers 
in the Northern and Southern Electrical Network subsidiaries. Demand side management 
(DSM) programs have also been initiated. Tariffs have increased at a much more reasonable 
rate and have reached a more appropriate level. 

The most significant sign of progress has been the dramatic decrease in uncollected revenue. 
The amount of uncollected revenue has decreased from almost 35 % in 1995 to less than 10% 
in 1996. Public relations activities have assisted Latvenergo in communicating with the 
general public and the government in explaining the importance of these issues. 

Regional programs focussed on topics ranging from utility regulation and fmance and 
investment to system reliability and transmission and distribution. Two regional seminars 
were conducted on the topic of power pooling. The Baltic countries were originally designed 
to be one complete electrical system under the former Soviet Union. None of the three 
national utilities of Estonia, Latvia or Lithuania were designed to be stand alone independent 
electrical system. The development of a coordinated power pool for the Baltics is critical to 
the company's future success. 



Issues: 

The most critical issue now facing Latvenergo is how to privatize the company. Last March 
the government decided to privatize the company. This decision has put Latvenergo in the 
position of having to attract outside investment. The company now has to learn the process of 
issuing and selling shares, raising capital through the issuance of bonds, and developing 
effective investor relations. It will be a tremendous challenge to learn how to attract investors. 

FY 97 activities for Latvenergo will focus on these privatization issues and continue to assist 
them in the areas of public relations, fiance and investment and regulation. 

Summary: 

Fiscal Year 1996 continued the dramatic evolution of Latvenergo since Latvia's break from the 
former Soviet Union in 1991. In FY 96, the UPP conducted activities that Latvenergo 
requested and USEA, CVPS and USAID, determined would assist Latvenergo in coping with 
these changes. While the partnership between Central Vermont Public Service and Latvenergo 
has completed its three year agreement, the UPP will continue to conduct a full workplan of 
activities for FY 97. 



LIETUVOS ENERGIJA (LITHUANIA) AND 
ALABAMA POWER COMPANY 

Background 

The two year utility partnership between Lietuvos Energija (LE) and Alabama Power 
Company (APCo) has been one of the most active and committed, with both utilities working 
closely together to achieve program goals. During the first year of the partnership, the focus 
areas were rather diverse in order to allow LE to gain an overview of several APCo 
departments. Activities in areas such as finance and rate setting, communications, contract 
negotiations, transmission and distribution, customer service, and regional district operations 
provided a broad base of utility management knowledge for the Lithuanian company. LE 
benefited from this management expertise during FY 95 as it reorganized into a joint stock 
company and privatized approximately 12% of its property in return for investment funds. 

In FY 96 LE identified several areas for UPP assistance: utility financial 
management/accounting; customer service and public relationsfcorporate communications; and 
information technologies. 
All proposed activities for the FY 1996 Workrplan were completed with the exception of three 
which were postponed to the beginning of the FY 1997 Workplan. 

Program Highlights 

Activities focusing on utility financial management/accounting, customer service, information 
technology, and public relations/corporate communications assisted LE with meeting many of 
their company's objectives. During the May 1996 Public RelationsICorporate 
Communications EEV, three LE experts learned about how APCo uses advertisements on 
television and radio to develop and maintain good relations with its customers. LE is atready 
applying the information gained from this visit to develop public relations tools and strategies 
so that customers will begin to pay their bills on time. 

As part of the regional regulatory program for the Baltic countries, representatives from the 
Lithuanian Energy Pricing Council, various ministries, and LE participated in the May 1996 
Regulatory Technical Exchange Visit. The program enabled the delegation to meet with the 
Federal Energy Regulatory Commission (FERC), State Utility Commissions, law firms that 
specialize in utility regulation, the World Bank, U . S . electric utilities, and several financial 
firms. In addition to emphasizing the role of privatization, the program provided the 
Lithuanian representatives with the tools needed to establish a sound regulatory process. 

Issues 

While financial management and customer service have already been adequately addressed 
through numerous seminars and executive exchange visits, the UPP now plans to focus its 
assistance to LE through addressing issues related to public relations/corporate communications 
and the development of information technologies. LE will apply the knowledge gained in these 
areas to create a Public Relations department and implement a customer information database, 
management information system, and geographical idormation system (GIs). 



Summary 

FY 95 and FY 96 built a strong foundation for the partnership between LE and Alabama 
Power Company. After numerous visits between the two utilities, LE requested that FY 97 
activities continue to focus primarily on the areas of information technologies and public 
relationsicorporate communications. In order to augment the Baltic regional program which 
will focus on Finance and Regulation, the UPP also plans to establish partnerships between the 
Baltic regulatory bodies and their counterparts at the U.S. utility commissions. The UPP, in 
cooperation with Alabama Power Company, will continue to assist LE with new ideas as the 
company makes plans to reduce uncollected debt, improve customer relations, and design and 
implement upgraded accounting and information systems. 



ROMANIAN ELECTRICITY AUTHORITY (RENEL) AND 
MISSISSIPPI POWER COMPANY 

Background 

Since 1992, the UPP has supported the reform and restructuring efforts of the Romanian 
Electricity Authority (RENEL) through the assistance of Boston Edison Company. When 
Boston Edison withdrew from the partnership in September 1995, the Utility Partnership 
Program (UPP) continued to assist RENEL with the help of its newest U.S. utility partner, 
Mississippi Power Company (MPC). The formal partnership agreement signing ceremony 
between MPC, RENEL, and USEA took place on May 20, 1996. However, ever since 
September of 1996, when two MPC representatives attended the UPP's Annual Planning and 
Review Meeting in Warsaw, MPC has played an active role in supporting RENEL's reform, 
restructuring, and rehabilitation efforts. 

All proposed activities for the FY 1996 Workplan were completed with the exception of four 
activities which were postponed to the FY 1997 Workplan. For instance, while two of the 
activities in FY 1996 focused on customer service/accounting and contract negotiations, the 
follow-up activities in each of these areas will be held in FY 1997. 

Program Highlights 

FY 96 UPP activities for RENEL focused on thermal power plant rehabilitation and corporate 
restructuring in order to support key programs financed by the World Bank, the European 
Bank for Reconstruction and Development (EBRD), and other international institutions. 

During a technical exchange visit, representatives from MPC's Environmental and Operations 
Departments shared their expertise regarding general maintenance and rehabilitation, including 
strategies to reduce the environmental impacts of lignite based generation. In an earlier 
program, MPC managers from the Watson, Daniel, and Chevron Cogeneration Plants spoke to 
RENEL about the economic analysis of plant rehabilitation. Overall, with MPC's assistance, 
the UPP enabled RENEL to gain the skills needed to successfully manage numerous plant 
rehabilitation and upgrade projects. RENEL is applying the information gained from these visits 
to refbrbish 10 power plants ranging from 50 to 300 megawatts. 

In addition to rehabilitation topics, RENEL benefited from MPC's knowledge of contract 
negotiations and customer service. To support REPEL'S goal of organizing a team of 
experienced negotiation and trade experts, Dwight Ballard, MPC's Materials Manager, traveled to 
Bucharest to share information on procurement procedures and negotiation teams, methods, and 
strategies. A second seminar introduced RENEL management to the philosophy of customer 
service in the U.S. and how customer service departments are organized and developed. The 
Customer Service/Accounting Seminar also outlined possible strategies for recovering funds 
from delinquent customers. At the UPP's Annual Planning and Review Meeting, Ioan 
Stanescu, Head of RENEL's International Cooperation Office, summed up the achievements of 
USEA's UPP by stating that the new approaches they have learned. . . from Mississippi 
Power, will be of genuine help and will turn RENEL into a sound and reliable business 
partner. 



Issues 

RENEL has faced numerous challenges as it continues to adapt to the changing needs of an 
emerging market economy. Uncollected debt, environmental problems, and a lack of foreign 
trade expertise are current challenges that REBEL plans to take steps to ameliorate. In addition 
to getting heavy industries to pay for electricity consumed, RENEL wants to improve its 
environmental efficiency so that it can begin to meet international agreements on climate change 
and reduce emissions. Finally, in two years the company would like to establish a core group of 
foreign trade experts to cope with increasing competition and international trade. 

Summary 

With the help of Mississippi Power Company, the UPP has provided significant assistance to 
RENEL in the areas of customer service, environmental efficiency, and contract negotiation. FY 
97 bilateral activities will address issues such as SCADAEMS and contract negotiations so that 
RENEL can better develop the tools needed to implement new systems and negotiate increasiingly 
complex contracts. FY 97's Regional Programs for the Southern Tier will assist RENEL in the 
areas of regulatory reform, finance and investment, environmental issues, and system reliability. 



Comments and Recommendations 

The electric utilities of Central and Eastern Europe continued a period of transition and 
transformation during Fiscal Year 96. A number of utilities experienced leadership changes, 
including those of Macedonia, Bulgaria, and Slovakia, in the midst of great political and 
economic turmoil. Almost all of the region's utilities are seeking sources of foreign 
investment to improve the performance of the electric power sector. These investments are 
targeted primarily towards the upgrade of current plants and equipment, and, in many cases 
are designed to achieve compliance with new environmental guidelines which improve air 
quality. Additionally, a number of utilities are either currently privatizing their utilities or 
have such plans for the future, increasing the need for long-term as well as financial planning. 
Consequently, wherever it can, the UPP is addressing these overall, strategic aims of its 
partners, often through the Regional Programs but also at the partnership level, depending on 
which approach will be most effective. 

U.S. utilities, as well, are in the midst of rapidly changing environments (often characterized 
by increased competition). As a result of restructuring, they have had to reduce the number of 
technical as well as management staff. Such changes continue to impact the UPP, as in some 
cases U.S. partners have had to withdraw from UPP, and in others they are not able to commit 
the same level of resources to the program. However, the UPP has successfully overcome 
such obstacles by drawing on other resources, namely industry related organizations and other 
utilities who have the necessary expertise, as well as an interest and ability to participate in 
activities. 

With regard to the Partnership Activities, USEA intends to expand the program to include the 
participation of a wider span of electric utilities and other organizations such as the Electric 
Power Research Institute and Edison Electric Institute. U.S. partners have contributed to the 
overall program by conducting activities cooperatively, significantly reducing costs and 
offering their European partners expanded opportunities. USEA is especially appreciative to 
the partner utilities for generously contributing their time and resources and looks forward to a 
productive FY 1997. During this past year Mississippi Power Company formalized its 
partnership agreement with RENEL, the electric utility of Romania. 

At the same time, USEA has continued implementation of its Regional Program, which builds 
upon partnership activities conducted since the program's inception. Because USEA has had 
the opportunity to draw upon a wide range of organizations involved in the electric power 
industry in both the U.S. and Eastern and Western Europe, we have been able to offer more 
in-depth, and at the same time broader ranging, information, as the need requires. Where 
appropriate, the UPP works with contractors in the region, so that activities complement each 
other and are not duplicative. Such collaboration can bring representatives of varying 
organizations, who might not have had the opportunity to meet otherwise, together to 
exchange perspectives and ideas. 


