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INTRODUCTION

DRT International and ICF Resources have been engaged to assist
in the enerqgy sector Privatization Process in the Czech
Republic., ag part of this effort, we were given the assignment
to review the following draft documents Prepared by the Ministry
for Economic Policy and Development of the Czech Republic:

. Gas Industry Privatization Strategy (July 1991 draft)
. ElectriCity 1ndustry Privatization Strategy (June 19931
draft)

content and structure of the documents appropriate for the
burpose they are meant to serve? Second, are there any topics
in the ducuments that appear to be potentially misdirected or
insufficiently addressed fron an  economic op business
standpoint?

assumptions about the purpose of the Energy Program ang
Privatization Strategy documents, We made the following
assunptions about the purpose of these documents.

The Enerqgy Program document is the Czech
Republic's view of how the Czech eénergy sector

This outlook provides the context for +the
privatization effort anq indicates to other
Ministries and the public the Czech government's
view about how the enerqgy sector shoulqd develop
and change over time independent Qf _ the
privatization strateqy. This document is
Principally informative, is not likely to be
particularly controversiai, and should remain
relevant for about five years.

appropriate reorganization of the state
companies, the appropriate form of the regulatory
Structure for each industry, the appropriate
ownership structure of the private companies, and
the appropriate schedule for pPri: itization,
These documents make a recommendatior on exactly
how pPrivatization should be carried out ang
provide the rationale for the Ministry's
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position. These documents are likely to be
controversial and are principally designed to
affect the political debate over privatization in
the next 1-2 years.

Our comments on these documents are contained in the following
two sections.



I. REVIEW oF THE ENERGY PROGRAM

content commonly found in documents of this type in countries
with a market economy. Some pParticularly gocd aspects of the
document are the following:

The document shows that the Ministry understands what
needs to be done to move from a centrally planned
economy to a free market economy and is committed to
this transition.

energy that is consistent with the full costs of
energy use.

. The document Clearly exy .ains the Republic's plans and
commitment to impose effectjive environmental and
safety controls on €nergy production ang use.

. The document realistically Projects a significant
decline in the Republic's use of coal over the next
ten years.

The document Presents g Very complete plan for
improving the working conditions for mine workers.,

In reviewing the Energy Program, we identified policy or factual
statements in the document that in our opinion are incomplete or
slightly misdirected. In the next section we discuss these
statements ang explain why we think the Ministry might wish to
alter thenm.

[NOTE: THE PAGE NUMBERS CITED BELOW RELATE TO THE ENGLISH
TRANSLATION OF THE ENERGY PROGRAM]

1. Strategic Goals: On pages 2-3 the Ministry outlines the
goals of the Energy Program. we have two comments on this
section. First, we believe that reliability of energy

System operation is extremely important and should pe added
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as an important goal. Second, as drafted the Energy Program
document does not appear to achieve the Ministry's goal of
eliminatind the direct intervention by the state into the
decision making process of the firms. vunder the program
the State will continue to continye to intervene by meeting
Some of the costs of downsizing, financing Strategic
reserves and guaranteeing foreign credits for certain
environmental expenditures. This degree of intervention may
be appropriate if the dovernment wishes to manage the
transition from the controlled economy to the free market,

High Investment Costs: on page 3 the Ministry states that
due to the low efficiency of énergy-~-using equipment and the
need for environmenta] protection, the country is faced
with "unusually high investment costs. We observe that
the Czech Republic shoulg have a surplus of energy supply
capacity over the next five vyears, which wil] reduce
requirements for Supply investments. While environmental
control investments are required immediately, the surplus
of energy Supply capacity in the near-term may postpone the
heed for eénergy saving and Supply investments. The net
effect may be a redirection of investment from Supply to
environmental control but not an lacrease in investment.

Projected Energy Demand and_Supply: On pages 7-9 the
Ministry Presents and comments o°n the energy demand
Projections Prepared by VUPEK. we have several comments on
this section.

. First, in the discussion of the factors affecting
eénergy demand, there is no mention of the most
important factor, which is the level and the structure
of economic activity, In economistg! words, the
demand for eénergy is a "derived demand." Enerqgy is
not required for itself, but only as an input to
provide economjic serviceas. If the level of industrial
Output falls, the demand for energy will also fall,
The energy Program document should identify the nain
factors that will influence enerqgy use.

. Second, although the use of scenarios is appropriate
in an uncertain environment, the two energy demand
Scenarios shown on page 8 (of the English translation)
are not sufficiently different to be helpful (They
also appear to be different from the numbers in the
Annex prepared by VUPEK). 1In particular, the low and
high scenarijos for electricity demand in 1995 difrer
by less *han > percent, even though electricity demand
has fallen by about 15 percent in the ]ast year,
Either new, more widely differing, Scenarios should be
developed, Or a single, average scenario should be
Presented that Provides an illustrative pProjection of
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what could happen over the next ten years, consistent
with the direction of expected changes,

. Third, the Seéparate forecast of €nergy supply, which
is different from energy demand, is confusing. 1In a
market economy with unregulated pPrices, producers
respond to market demang and meet it given enough

time. If the two similar demand Scenarios are
replaced with one Scenario, then the Seéparate supply
Scenario could be eliminated. The points coulg be

made, however, that 1) surplus coal production
capacity will be the result of the decline in the
demand for coal and 2) an increase in gas Supply
infrastructure will be required to meet the projecteq
increase in demand.

. Fourth, the forecast of energy demand and supply
currently does not include 0il, which in  most
countries is of key concern. Typicaily an outlook for
the €nergy sector contains all eénergy types and an
estimate of total energy use. We believe that an
Energy Program is incomplete if it does not include a
discussion of energy use in transportation. 1f oil is
not to be addressed, then this section should be
Presented as the outlook for electricity, coal, and

Privatization: On pages 9-10 the Ministry sets out its
views about Privatization. 1n keeping with the purpose of
the Energy Program outlined above, we recommnend that the
Ministry only discuss pPrivatization strategies to the
extent that it wil) impact energy policy implementation.
All of the Ministry's detailed (and probably controversial)
views about the privatization of each energy industry
(e.qg., ownership shares, industry Structure, regulatory
practices etc.) should be addressed in the privatization
strategy documents. A link to the pPrivatization Strategy
documents coulqd be accomplished by noting that while
competition will be éncouraged, it ic important to be sure
that the structure of the market is able ¢to support
effective competition. Thisg depends on a number of factors
such as the number of participants in the market.

Enerqy prices and brice requlation: On page 11 the
Ministry presents its policy on €nergy prices. Prices are
the key determinant of energy market behavior in a market
economy, so this secticn is extremely important to the
document, The principles currently cited are essentially
correct, but given the very complex process required to
move from a totally requlated, centrally-plannad economy to
a market economy, We believe that an elaboration on Czech
Republic price policy would be Very appropriate.

. Prices are the critical mechanism in a market economy



Production should be increased or reduced. Low prices
eéncourage consumption and discourage production. High
prices discourage consumption and encourage
production. Prices fluctuate in a marKet wuntijil
consumption and Production are in balance for a1l
competing fuels. Historically, Czech prices have been
centrally controlled, so consumption and production of
all fuels are not currently optimal. The Ministry's
policy is to ensure that prices approach appropriate
market levels over time so that the efficiency of
energy use will improve.

. Market prices find the right level only if all social
Costs are included in the cost of pProducing and
consuming energy. These social costs include
environmental costs angd long-run Ooccupational health
costs for workers. The Ministry's policy clearly is
to ensure that these costs are taken into account
either through regulation on energy production and use
or through taxes. However, the reasons for why non-
market measures, such as regulation, are favored over
market based mechanisms, such 8s taxes, should be
Clarified.

. Certain energy supply activities are natural
monopolies because duplicating the supply’
infrastructure through competition would be wasteful,
The most obvious monopolistic activities are the
provision of electricity and gas, although pipeline
Provision of o0il and brown coal Supplied to minemouth
power plants may also fal] into this Category. Absent
competition, however, prices for these commodities

Given that Prices of alil eénergy sources in the Czech
Republic must be deregulated or adjusted to appropriate
levels, the Ministry should explain the Principles that
determine optimal pricing in more depth. The current
document presents the concept of leng run marginal cost,
but perhaps not with sufficient explanation. The following

. First, in general the average pPrice of each enerqgy
Source over time should equal the long-run marginal
cost of Supplying it to each consumer. In general,
this means that consumers buying a small amount of
energy will pay more per unit because energy supply
usually has economies of scale. As a result,
residential consumers generally should Pay more than
industrial consumers,



Pricing energy equal to this cost ensures that maximunm
use is made of systems that are already in—place, such
as the electricity transmission ang distribution

long-run, then  the long-run marginal cost (that
includes the capital cost of New plants) is not the

restructuring process. For example, if surplus

(clean) electricity generation capacity is available,
high electricity prices should not be charged to

Fourth, the market Or regulated price is g key
determinant of the revenues received by the enerqgy
Supplying company, which in turp is key to its
financial viability ang ability to make needed
investments in new infrastructure. Particularly in
the requlated utilities, the prices charged must also
be consistent with the need to finance ney
investments.

Fifth, the transition to market Or regulated prices
equal to long-run marginal costs may bes*t be phased to

energy-using equipment over a reasonable period of
time. Even though the eénergy-using equipment
currently in place is wasteful, its immediate
replacement may not be financially feasible.

Sixth, the energy program should Propcse a sequence of
steps should relate to the schedule for establishing

a4 new price requlation method and to the schedule for
privatization.

for regulating the price of broewn coal. we believe that
this discussion may be overly simplistic. The pricing of
brown coal in many situations can be left to the market.
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Alternatively, it can be regulated in various ways. We
recommend that the details of brown coal regulation be left
for the coal industry Privatization strategy document.

Least Cost Planninq/Demand-Side Management: on Page 14 the
Ministry states that investments in energy savings are many
times more effective than investments in additional energy
sources, In our experience this is not always true,
although it may be true in the Czech Republic. The

to sell more energy. It is pPossible, but not easy, to
Create ragulatory mechanisms which €ncourage energy

producers/distributors to promote conservation. One
alternative pProach, which is well] described in the Energy
Program, is Jgovernment conservation pPrograms. These

programs, in addition to taxes, Subsidies, loans, and
information Programs, can also include mandatory efficiency
standards. A second alternative is to encourage the
establishment of private, un-requlated "energy services
companies" which carry out energy savings programs for
consumers and are paid by the consumers.

to meeting environmenta] objectives. However, the emphasis
of least cost pPlanning is to reduce energy use rather than
the use of heavily polluting fuels. Least cost initiatives
that reduced the use of natural gas more than they did the
use of coal might actually increase environmental risk.

Energy Supply Projections: on Pages 15-24 (sections 5.1~
5.4) the Ministry provides information on Specific actions
to be taken in each energy Supply industry. Although this
information Wwill be very useful to the managers of
enterprises pPreparinc pPrivatization projects and business
plans, many of the forecasts made in these sections may be
too specific and detailed. We believe that some of these
details are likely to change as the privatization
strategies ang enterprise plans are developed. Further,
some of these Specific investment and program decisionsg
should be left up to the management of the private
cCompanies to be formed. we Suggest that, at g minimum,
these sections of the report be introduced by a statement




10.

11.

12.

the probable developments in the energy sector and the main
problems to be solved.

Electricity Manufacture Forecast: on page 15 the Ministry
presents a forecast of electricity manufacture. If this
investment plan is based on a least cost plan for the
electric sector that complies with the latest air pollution
control law, then it could be presented as such. If not,
then perhaps it should be presented in a more tentative
way, as one available plan to meet the projected
electricity supply forecast provided earlier. If domestic
electricity demand falls below the forecast due to the
economic restricturing process, delaying the completion of
the nuclear plants may be an option that would reduce the
sector's investment requirements. On pages 16-17 the
Ministry presents its plans to integrate the Czech grid
with UCPTE. Given the potential for surplus Czech
electricity generation capacity, generation for export to
the UCPTE should be seriously considered as a4 near-term
energy sector strategy. Earlier connection with the UCPTE
could provide the power sector with needed revenues in the
event that domestic demang does not meet expectations.

Gas production: On pages 18-20 the Ministry presents the
Plans for future Czech gas supplies, but possible domestic
Production from coalbeds is not included. We recommend
that the discussion about coalbed methane on page 22 (in
the coal section) be moved to the gas production section.

0il Refining: On pages 23-24 the Ministry presents its

plan for oil Processing. We have seen refinery investment
Plans to upgrade Czech refineries (and reduce heavy fuel
production) mentioned in the 0il and Gas Journal. These
plans could be mentioned here.

Enerqy Conservation: on Page 25 the Ministry discusses the
"payback period" used for investments in industry,
transportation, and agriculture in other countries.
Although payback periods are sometimes referred to 1in
investment analysis, the generally accepted approach is to
use discounted present value of net income or return on
investment to evaluate projects.

Ownership of District Heating Facilities: on page 30 the
Ministry states that the cities and towns will influence
social policies related to district heat through

-participation in the ownership of these facilities, We

recommend that this discussion be moved to the
privatization strategy document.

GENERAL COMMENTS

We also noted, several general deficiencies which we believe
should be addressed.
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Estimated costs and Sources_or funds - The document does not
include Cost estimates for recommended Programs. jior does it
discuss the Source of funds that wili permit reccmmended
Programs to pe implemented, For example, the Program does not

uncertain times, However, whether or not a Tecommended Program
will really be implemented depends largely on or whether or not
adequate funds wilj be available during the expected
implementation period,

conservation goals are to be reached by using non-market
measures such ag government efficiency Standards, then the
énergy program should Probably discuss the need for a standard
setting agency and enforcement laws. If specific actions cannot
be recommended at this time, the document should Rention that
studies are being conducted, or are dlanned, that will assist
the Ministry to determine what future actions are required (e.q.
regulatory frameweork study, least cost Planning study, etc).

Milestones - The document does not include a milestone schedule
indicating what is expected, or hoped, wilj happen by when. For
example, when will electricity load reduction due to

as a guide for the eénergy sector, it would be helpful if it
included a schedule of when Programs are to be implemented (i.e.
when funds are to be spent or irport quotas are to be
eliminated, etc.)

Program monitoring - The document does not appear to address how
the energy program is to be monitored and by whom To be

reports made available to a1} interesteq parties, Statistical
data will neegq to be gathered, In most countries, this js a
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II. REVIEW OF THE PRIVATIZATION B8TRATEGIES

Unlike the Ministry's Energy Program document, which is
obviously far along in its development, the Ministry's
Privatizaticn strategies for coal, gas, and electricity appear
to be in a more Preliminary state, 1In addition, the three draft
strategy documents are very different in focus, perhaps
signifying that they were Prepared by different individuals.
For this review ye focused our comments on the Structure and
focus of the Strategies rather than on the details in the
existing drafts.

Through our discussions with individuals in the Ministry, we

P
Ministry's Position by explaining how this Strategy will help
accomplish crucial national goals. The strategies should also

will be Privatizing, andg (2) what should pe included in their
privatization projezts,

The existing draft privatization strategies were pPrepared absent
a full examination of the regulation of the energy monopolies.
Since the forn of regulation of the energy Companies is

At the request of the Ministry, we are pbreparing a separate
report on energy industry structure ang regulation. This report
is the first comprehensive study performed for the Ministry on
reqgulation of the hnatural energy monopolies. These natural
monopolies include the principal components of the energy
sector, such as electric power transmission ang distribution,
gas transmission and distribution, and heat distribution,

After reviewing our report, the Ministry may revise some of its
views on the appropriate industry structure for privatization.
Subs2quently, the Ministry should revise the existing draft
industry strategy documents.

PROPOSED STRUCTURE FOR THE STRATEGY DOCUMENTS

Many individuials have devoteqd thought, analysis, and discussion
to the issue of privatization. Nevertheless, we believe that
the Ministry'g Purpose and thoughts are not communicated
effectively in the draft privatization strategies. Exhibit 2 on
the following Page, presents a structure that should communicate
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EXHIBIT 2

Proposed Outline For Privatization Strategies

I. Inroduction/Executive Summary: § lrategy Overview/Ratonale

a. Structure of Energy Enterprises

A, Phase I Guidelines

L.
RA
3.

Structure
Ownership Relations--Roles of: State, Foreign, and Private Czzch Citizens
Rauonale

B. Phase I Guidelines

I
3
3

Guidelines for Stucture of Energy Enterprises
Ownership Relations—Roles of: State, Foreign, and Private Czech Citizens
Ratonale

. Proposed Legal & Regulatory Strucarre

A. Overriew of Non-Price Legal & Regulaory Strucmre

I

-

-

Description

a. Phase [
b. Phase {1 (if different from Phase )

Rationale for Ministry's Proposal

B. Price Reguladon

L.

Description

a Goals

b. Composition of Regulatory Authorities

c. Interacuon berweeq Energy Enterprises and Regulatory Commission

Ratonule for Ministry's Proposal, Le., How does proposed structure achieve
goals of price regniauon?

v, Milestone schedule for moving: (1) to Phase [ strucnure, and (2) from Phase | saucmre 1o Phase
I swructure.
V. Items 10 be Included in Privatizaton Projects
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the Ministry's position more effectively. This section of our
report discusses the content of thig Proposed outline.

Introduction/Executive Summary: 8trategy Overview/Rationale

As a brief introduction to each industry Privatization Strategy,
the Ministry shoulq describe its goals for the Privatization of
energy enterprises, Provide an overview of its Strategy, ang
explain how ijits strategy will enable the new private industries
to carry out the Ministry's Energy Program.

For example, .we understand that the Ministry wishes to achieve
its privatization goals in two or more phases. In the first
phase, énergy enterprises would be divested of non-core
businesses. We understand that the divestiture of non-core

important to the accomplishment of the Ministry's goals for
business ang economic efficiency. We understand that the
Ministry considers continuing state control of energy
enterprises important for the accomplishment of such objectives
as diversifying national €hergy enterprises and resolving
international gas and electric exchange issues. In subsequent
phases of privatizatien, once foreign exchange and
diversification issues have been resolved, the Ministry
apparently favors further subdivision of the state enerqgy
enterprises to further the goal of efficiency. The Ministry
should present its broad strategy and the justification for this

8tructure of Energy Enterprises

The Ministry's pPrivatization strategies shoulg also describe its
Proposals for the organization and ownership of energy
industries ang provide rationales for its ideas. Assuming that
the Ministry intends there to be a phased Privatization of
energy industries, the Ministry should present this structure
Separately for each phase. To simplify Presentation, we
recommend that the Ministry endeavor nNot to present more than
two phases of privatization, To the extent that the fundamental
relationship of regulatory bodies changes over Phases of
privatization, the Ministry shculd likewise address this issue.

Phase I Guidelines
The Ministry should describe Separately the organizational
Structure, ownership relationships, and legal framework of its

Phase T Proposals. The Ministry should then defend its
pesition.

Structure

changed in the first phase of privatization. Figures showing
the current Structure of industries by each function (e.qg.,



generation, transmission, and distribution) and the structure
that the Ministry recommends be put in pPlace in Phase I, would
be useful. These figures show also show the structure of
holding companies, if any. For both the existing structure and
the Proposed Phase I structure, the Ministry should descripe the
responsibilities of each entity shown on the figures.

Ownership Relations: Roles of State, Foreign, and Private Czech
Citizens

For each of the entities that the Ministry envisions for Phase
I, as presenteq in the above section, the Ministry shouild
describe the bProposed ownership relations, showing the
percentage of ownership for: (1) the state, (2) foreign
parties, (3) regular Czech nationals, ang (4) other parties
(e.qg., employees). A summary table of these recommendations
may be helpful.

Rationale

Proposals will accomplish the Ministry's goals for privatization
and energy policy. The information presented in we accompanying

For example, the Ministry might recommend that in Phase I,
majority state ownership of a national electric utility may be
useful to preserve the ability to influence structural changes
in the future. Furthermore, the Ministry could Present how its
Proposal wil} ensure the financial responsibility ang
accountability of Management. Divestiture of non-core business
would prevent conflict-of-interest Problems that might arise if

Phase IT Guidelines

As in Phase I, the Ministry should describe Separately the
organizational structure, ownership relationships, ang legal
framework of jts Phase I proposals. The Ministry should then
defend its Position. The Ministry should Present the same king
of information about the Phase 1T structure as it d4ig for Phase
I.

Proposed Legal and Requlatory S8tructure

Given the multi-phased structural framework described in the
section above, thisg section would describe the legal ang
regulatory framework in which eénergy enterprises would
Privatize, Enterprises! privatization Projects would have to
consider these laws and regulations. 1In many cases, laws are
still being developed, and agencies have not Yet been created.
The strategy should identify these gaps, and provide information
about the developmental status of these laws,

15



. Environmental, e.g., air, water, solid
waste,
. Licensing, i.e., siting, construction, ang

operation of: coal, gas, hydro, ang nuclear
power plants; eleciricity transmission *nd
distribution lines; natural gas
transportation and distribution lines; and
other energy property.

. Worker occupational safety and health,

. Reimbursement to the Republic and/or Federal
government for use of national assets, e.q,
Public royalties for coal.

. Other

In describing each area of law, the Ministry's privatization
strategy should address the following: (1) laws and regulations,
(2) requlatory agencies that would enforce these laws and.
regulations, angd (3) procedures by which agencies would deal
with these agencies in compliance with laws and regulations. If

Importantly, in both this section and in any supporting tables,
the Ministry should refer to the organizatijon entities
(described in the previous section) that would be affected by
this regulation. For example, the Ministry may plan to
establish Separate electric distribution companies that wouldq be
Separate from generation and transmission Companies. Only some
of the regulations vould apply to these distribution entities;
air quality and other regulations would not.

In addition to the type of information Suggested by the
illustrative table, the Ministry shoulq also describe hoyw legal
and regulatory procedures and institutions would change between
the various phases of Privatization. 1n many areas, it jig quite
conceivable that there would be no legal or regulatory changes
between phases,

The Ministry should then Present a rationale for any new legal
and/or regulatory structures that it proposes. Obviously, much
of what the Minist.:y will Present here will be laws and
regulations that already exist, or those that will zpanate from
other parts of the government. For these issues, the Ministry
may need not to offer any arguments.

Price Regulation

The Ministry's strategy should highlight price regulation, since
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it is vital to the economic success of 9as and electricity
industries. 1In addition, unlike in other areas of regulation,
changes in price regulation policies, procedures, and
institutions are likely between various phases of privatization.
For this reason apparently, the Ministry's current pPrivatization
strategy has devoted a Separate section to this topic. The
discussion of price regulation should become a Sub-section
underneath the general discussion of the legal ana economic

framework. Furthermore, the discussion of Price regulation
needs to be "tightened up".  The discussion of the goals of
price regulation needs to be shorter. Certain other topics

relating to price regulation that the Ministry has not included
need to he addressed.

In all, the Ministry should discuss the following:

The crucial goal of price requlation, i.e.,
establishment of fair prices that encourage
efficient behavior on the part of enerqgy
producers and consumers. This discussion
could be fairly brief, and may even refey
back to sections of the energy policy.

The pature of the regulatory commissions
that will ensure such fair and efficient
pPrices, i.e., size of commission, background
of commissioners, Procedures by which the
commission's impartiality will be ensured.
For example, the commission could be a
federal body comprised of a small number of
popularly elected commissioners, who will be
subject term limitations or possible recall
by voters.

How' energy enterprises will interact with
regqulatory commissions. For example, energy
enterprises could be required to submit
applications for expenses upon which
commissioners will decide. The commission
could also, for example, periodically audit
the costs of energy companies. This section
should refer to the entities described above
(in the section on the Structure of Enerqgy
Enterprises) to identify which entity would
be affected by each type of regulation.

How regulation wiil change between phases of
privatization. For example, if the Ministry
decides that, under Phase 1II of its
strateqy, there will be competing generation
companies in the electricity sector, there
may be no need for strict price regulation
of each expense. Ongoing review to ensure
that one generation company does not gain
undue market influence may prove sufficient.
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The Ministry should clearly describe the above issues baseq upon
its priorities and objectives.

Milestone 8chedule

The Ministry may then wish to Present a "milestone schedule",
i.e., a schedule of important dates or "milestones" for: (1)
moving from the current structure to the Phase I structure, angd
(2) moving from Phase I to Phase IT, Such a milestone schedule
would be useful in reducing the number of Phases. We note that
the gas privatization strategy includes many of the elements of
such a Strategy.

This milestone schedule can present a range of dates by which
certain things should take place. For example, the Ministry may
wish to state that breaking up of the gas industry into several
distinct companies should occur around 1993 or 1994, depending
upon the time when the Czech republic obtains sufficient

security of supply by diver51fying the source of gas supplies.

Following the Presentation of itg schedule, the Ministry should
provide arguments in its favor, stating why this schedule is
consistent with privatization and energy policy goals, and how
its is achievable.

Items to be Included in Privatization Projects

The concluding section of the pPrivatization strategies should be
detailed, complete instructions for companies on completing
their privatization projects. These instructions should include
descriptions of what is to be covered and the required level of
detail and format of presentation. Items to be covered in the
pPrivatization Projects could include:

Organization plan of the enterprise

Plan for splitting~off of incidental activities such
as manufacturing of equipment '

. Privatization method, ownership and plan for
allocation of employee~owned shares

. Financing bplan, sources and uses of funds projections
and pro forma financial statements.

. Market forecast and assessment of competition.
Marketing plans

. Evaluation of price level assumed in financial plans
and price level likely to be submitted to regulators.

. Schedule and method of preparation of initial tariff
pProposal to regulators

. Plan for environmental compliance
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