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Introduction 

The work carried out under the U S Agency for International Development's Emergency 
Energy Project for Eastern Europe demonstrated the significant energy-saving 
opportunities in Hungary Recent efforts under U.S AID'S Capital Development Initiative 
to facilitate energy-saving investments have indicated that there are significant institutional 
barriers to energy efficiency, including the poor financial condition of energy users, the 
hlgh cost of commercial loans, the lack of meters and related utility billing practices, and 
the continued subsidization of energy prices To help change this situation, the Hungarian 
government will need to adopt policies specifically designed to overcome these hurdles 
Because non-governmental organizations (NGO's) are a major factor in driving these 
policies from conception to implementation, another barrier to reform is the 
underdevelopment of the NGO-sector 

In Western countries, NGO's have traditionally played a strong role in promoting policy 
reform, whether it be on social, economic or environmental issues In the United States, 
energy efficiency policies (including appliance standards, building codes, utility demand- 
side management, etc ) have been drlven by the work of NGO's In Eastern Europe, the 
NGO sector never developed because under Communist rule, the central government 
made all policy decisions As a result, newly-created organizations are working to define 
their role in promoting reform and are struggling with the basic problems of running the 
day-to-day operations of an NGO 

Magyar Energafogyasztdk Szovetskge WESZ) or the Hungarian Energy Consumers 
Association, is a unique non-governmental organization MESZ is a coalition of private 
comparues, local governments, universities, hospitals and other institutions, which has 
formed as a result of the need for NGO participation in the reform of Hungary's energy 
sector With the transition to a free-market, the entire economic situation -- particularly 
for the energy sector -- has completely changed, creating confusion for all energy 
consumers MESZ's role is to participate in the process of energy-sector reform and to 
educate the consumers (both members and non-members) about what these changes mean 

The Alllance to Save Energy is also a coalition -- of business, environmental, consumer 
and government leaders The Alllance maintains an associates program with about 100 
companles The Alliance's mission has been to promote energy efficiency, and the 
organization has been pursuing this rmssion since 1977 The Alliance has found that many 
of the energy efficiency policies adopted in the last 20 years have been pushed forward by 
coalition-type NGO's w th  a cornmtted, broad-based constituency 

The partnershp between the Alllance to Save Energy and MESZ has sought to develop 
MESZ as a vibrant player in the pollcy-malung process and to provide techcal  assistance 
both on the dally fknctlomng of an NGO and on the design of energy eEctency policies, 
which are so critical for Hungary's environment and economy The ultimate goal is to 
encourage the development of in-country, non-governmental institutions that will 
accelerate the process of public participation and of overall reform in Hungary 
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Major Accomplishments 

Before Afer 

No description of MESZ and no M~ssion statement and MESZ 
rmsslon statement brochure have been completed 

3 3 company members About 100 company members 

Little mterest m energy efficiency Energy efficiency a pnonty 

No contacts wth Western compames Johnson Controls, G E Rungsram 
except McDonalds jomed, and there is mterest from 

many other efficiency compatues 

'e Budget m 1993 was $8,200 Revenues have mcreased by 75% 

Llttle knowledge of or Interest m DSM DSM is a major policy goal, and 
MESZ sponsored a workshop on 
DSM 

Policy Development 

Outlining the Mission: Initially, MESZ had no description of their organization 
or mission statement The Alliance worked with MESZ to develop a mission 
statement that will guide the Association's fbture activities Energy efficiency, 
previously not a major issue for the group, is a major component of the 
statement In addition, the group now has a concrete strategic plan and, with its 
own resources, is publishing a promotional brochure based on suggested text 
from the Alliance and its annual report 

Pror~oting Energy EfJiciency: M E S Z  has incorporated energy efficiency into 
its policy agenda Onginally MESZ was mostly concerned with moderating the 
pace of energy price increases and with solidifi~ng its role in the policy process 
The timng of this project was fortuitous because once MESZ's role was 
codified, the organization was exarnimng other pollcy paths to pursue Now, as 
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a result of the technical assistance provided by this project, MESZ is working to amend 
the recently-enacted energy laws to promote demand-side management programs and 
integrated resource planning MESZ is particularly interested in performance contracting, 
and wants to educate its member companies about improving energy efficiency 

Study-Tour to the United States: In December of 1994, four MESZ leaders, including 
the President and Executive Director, participated in a 10-day study tour to the United 
States The delegation attended the annual Association of Energy Engineers conference in 
Atlanta, during which they participated in several workshops on demand-side 
management The group spent a week in Washington, learning about utility regulation, 
energy efficiency policies and the role of non-profits like the Alliance in developing energy 
policy MESZ1s visit to the United States was especially important in providing the 
leaders with tools and arguments necessary to push for the implementation of energy 
efficiency programs in Hungary 

DSM Workshop: A major component of MESZ's energy efficiency strategy is educating 
consumers about demand-side management (DSM) programs and encouraging the energy- 
supply companies to implement DSM programs As a result of the Atlanta conference, 
MESZ leaders believed a workshop on DSM evaluation programs would be essential for 
DSM to move forward in Hungary Consequently, U S AID and MESZ recently 
sponsored a two-day workshop on DSM metering and verification, whch was attended by 
65 participants from MVM, the Hungarian Energy Office, the regional distribution 
companies and the MESZ membership The workshop was considered a success, and 
AID is now working with MESZ and one of the regional distribution compames to 
implement a pilot DSM program in Southern Hungary 

Promoting Pluralism: At first, most of MESZ1s leaders wanted only their organization to 
work with the government The Alliance provided examples of how having a truly open 
policy-malung process in which other organizations can contribute to an advocacy 
organization's efforts MESZ recently submitted a proposal that was accepted by the 
government to create a "Reconciliation Council" that would allow other groups to 
participate in energy policy decisions Thus far, there are more than 20 organizations in 
t h s  Council 

Organizational Development 

Recruiting New Members: The Alllance designed a brochure for MESZ that included the 
mssion statement and an enrollment form Before, during and after its first annual 
conference, the MESZ leaders distributed the brochure The Association credits the 
brochure for providing a readable, concise vision of MESZ that was necessary to recruit 
more members With the help of the brochure, MESZ's membership went from 33 
companies to 97 dues-paying companies in less than six months, an increase of three 
times Several other compames have indicated they would join MESZ but have not yet 
paid the dues MESZ has wsely diversified its membership from a coalttion of large 



industnal energy-users to an association that includes hospitals, universities and local 
governments 

Involving Western Energy Efficiency Companies: The Alliance has recruited some U S 
energy efficiency companies that see joining MESZ as an effective way to develop 
buslness relationships with Hungary's largest energy users So far, Alliance efforts have 
led to Johnson Controls and General Electnc/Tungsram joimng MESZ The Alliance is 
working to encourage companies already interested in MESZ to join, including 
Honeywell, Armstrong International, MagneTek, Energy Performance Services, New 
England Electnc Systems and others 

Increasing the Budget: More members means more money Western companies pay a 
rmnimum of $1,000 to join MESZ Its annual budget in 1993 was estimated at $8,200 
Supported completely by membership dues, MESZ expects t h s  year's budget to be about 
$14,400, a 75 percent increase With Johnson Controls and G E joimng -- along with two 
Western European companies -- revenues have already increased by at least one-third 
MESZ projects revenues will increase by 50 percent to $21,600 in the next year 

Developing New Strategies: The Alliance worked with MESZ to develop new strategies 
that would make the Association a more vibrant NGO MESZ has already held two 
conferences and plans to have an awards dinner The group is trying to secure enough 
stable fbnding to design and dissemnate a regular newsletter 



Organizational Analysis 

Magyar Energiafogyasztdk Szovetskge (MESz) 

I. Introduction 

The Hungarian Energy Consumers Association is a legally-incorporated, non-profit, 
membership organization, based in Budapest, Hungary The organization strives to 
represent the interests of all energy consumers during a time when the transition to a 
market economy has caused tremendous flux in the energy sector The following 
information provides some insight into MESZ, its organizational structure, its leadership, 
its members, and its policy agenda Recommendations for how MESZ should broaden its 
scope to become a self-sufficient non-governmental organization are provided in the 
Strategic Plan 

11. MESZ Leadership 

MESZ has a president, a managing director, and a 25-member board of directors that 
meets every other month (recently expanded from 15) The entire membership gathers for 
a general assembly once a year During th s  assembly, the MESZ president presents the 
activities of the past year and the plan for the year ahead The president of MESZ is Lajos 
Nemeth, senior energy manager at Antenna Hungana, the major Hungarian broadcasting 
company The managing director is Dezso Porpaczy, who handles all of MESZ's day- 
today activities Porpaczy recently retired as the energy manager at MAV Rt , the major 
state railroad company In general, Porpaczy spends more than half of his time on MESZ 
activities and other board members spend as much as 20-25 percent of their time working 
for MESZ 

Pal Langfy and Tibor Bertok, both members of the board, hold the title of energy advisor 
for MESZ Langfy is the energy manager at Hungalu, a large aluminum company Bertok 
is director of the EC-Energy Centre Two other important figures in MESZ who do not 
have formal leadership positions but clearly have influence are Aba Kadar, a retired 
professor and Mthaly Szaniszlo, who works at an engineering research institute in 
Budapest Szamszlo is a member of the Association of Energy Engineers chapter 

m. Budgetminancial status 

One of MESZ's problems is its lack of finding It has been supported by members and, in 
1993, by a small government grant Ind~vldual members pay about $5/year, while 
compames pay a mmmum of $100 As of July 1, 1994 this mnimum was doubled to 
$200 The mimmum donation from Western compames is $1,000 So far, McDonalds, 
Johnson Controls, GEITungsram, Siemans and Perin (a French company) have joined the 
orgamzation 
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In 1993, the organzzatzon's actual budget was 822,800 fonnts or about $8,200. In 
January of 1994, MESZ asked the government to hnd a budget of 20,910,000 forints or 
about $210,000 Parliament passed on the responsibility of fbnding NGO's to branches of 
the government that have no financial resources As a result, MESZ received no fUnding 
from the government in 1994, and the prospects look dim for 1995 and beyond 

Under this budget scenario, MESZ would have received 91 percent of its hnds from 
government and 2 5 percent fi-om members In contrast, the Alliance to Save Energy 
receives one thrd of its support from government contracts, one third from foundations, 
and one third from members As with any non-governmental advocacy organization, for 
MESZ to re@ solely on government support makes ztsfirture very uncertazn. Therefore, 
w th  the help of a brochure designed by the Alliance, MESZ has began a membership drive 
that in the last six months has brought 60 additional members and much more revenue -- 
about $14,400 as of early February, 1995 It is important to note that many board- 
members devote much time to the organization, adding substantial in-lund contributions 
Finally, in February of 1996, MESZ will hold its first hnd-raising dinner, based on the 
model of the Alliance Annual Dinner 

Below are budget statzstzcs of MESZ, as reported to the Allzance on February 8, 1995 
Please note the exclzange rates ($1 = 111 Hungarzan forzno are from February, 1995: 

Revenues 
Membership dues I ,  600,000 forznt (HUF) $14,400 

Approxzmate Expendztures 
Managing directors salary1 700,000 HUF 
Insurance 

Royalties for experts 400,000 HUF $3,600 

Office rent 200,000 HUF $1,800 

Telephone, mall 300,000 HUF $2,700 

Total I ,  600,000 HUF $14,400 

In terns of membership goals for the future, MESZ projects it will increase both its 
membershp and its revenue by mid-1996 -- to 2,400,000 HUF or $21,600 This would 
represent an increase of more than two and a half times the budget MESZ had when the 
coIIaboration with the Alliance began Given the recent growth of the organization, such a 
budget level IS easily attainable The hnds would help pay for the expert services MESZ 
needs to do ~ t s  analysls The eventual goal is to raise enough money to hire an additional 
staff person and to purchase better office equipment (computer, photocopier, etc ) 
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Finally, MESZ has expressed interest in undertaking specific projects that would be 
hnded by pnvate foundations -- either in Hungary or the United States The first likely 
candidate would be the German Marshall Fund 

IV. MESZ Membership 

In June, 1994, MESZ had 33 company members, primarily large industnal companies As 
of February, 1995, it had 97 members The following companies were members in good 
standing as of February 7, 1995 

1 Antenna Hungana Musorszbrb Rt (Hungarian Broadcasting Company) 
2 d v  Rt Vez6rigazgatbsiiga (State railroad company -- head office) 
3 d v  ~ s z a k i  Jhrm$avitb Kft , (Railway Rolling Stock MaintainenceBudapest) 
4 d~ Vagnogyarto 6s Javitb, Rt (Railway Rolling Stock Mainta~nence/Dunakeszi) 
5 MATAV Magyar TavkozlCsi Rt (Telephone company) 
6 Budapesti Vegyimuvek (Chemical company) 
7 BAT Dohanygyk (Tobacco) 
8 Apritbgkpgyar JaszberCny (Metal Processing) 
9 BKV, Budapesti Kozlekedesi Vdlalat (Budapest Public Transport Company) 
10 DKV, Debreceni Kozlekedesi Vdlalat (Debrecen Public Transport Company) 
11 Chinoin Gy6gyszergyAr (Drug company) 
12 Dunal Muvek- Cs Meszmuvek (Cement company) 
13 Budapesti Elektromos Muvek, Rt (Budapest Electrical Works, a distributor) 
14 DCldunintfili dLt-amszolgiiltatb Villalat (PCcs Electrical Works) 
15 Oblosuveggyiir (Glass Manufacturer) 
16 Hungrana KemCnyito es Izocukorghyiirto Kft (Sugar and starch manufacturer) 
17 Farostlemezgyir (Wood fiber processing) 
18 Fovhrosi Vizmuvek (Budapest metropolitan water supply) 
1 9 HUNGALU, Rt (Alumnum industry) 
20 Magyar Vas - 6s Acelipan Egyesules (Irodsteel holding company) 
21 MOL Rt VezCrigazgastbsAga, (Hunganan Oil and Gas, Head office) 
22 MOL Zalal Olajfinomit6, Zalegerszeg (Oil refinery) 
23  MOL Finomitb Uzem, Szazholmobatta (Oil refinery) 
24 NitrokCmia, Rt (Chemcal company) 
25 Piszkei Papir, K.fl (Paper rmll) 
26 PapirgyAr Rt (Paper mill) 
27 Rendszertecgnlka Fejleszto KR (Research Institute) 
28 Szekzard Varos KCpviselotestulete (Municipality) 
29 Csepel Onkormhnyzata (Municipality) 
30 Tatabiinyai SzCnbhnyak (Coal mne) 
3 1 McDonalds Kft 
32 Videoton Holding Rt (TVIRadio) 
33 Volanbusz (Bus Company) 
3 4  Mezogazdasigi Kombinit Rt (Agricultural company) 
35 Johnson Controls International (Controls) 
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36 Tunsgram Vilagitastechnikai, Rt (Lighting) 
37 Penn Hungaria KR (French energy consulting company) 
38 Siemans Telefongyar Kft (Telephone factory) 
39 Econ-Soft Gazdasigszervezo 6s Szimitistechnikai (Economic consulting) 
40 EMIKq Elektromechanikai Rt, Kalocsa, (Electrical Engineering) 
4 1 ENIKOM, Energetikai Tervezo 6s Kivitelezo (Energy consulting) 
42 Magyar Posta, Rt (Hungarian Post) 
43 Maygar Radio (Hungarian Radio) 
44 K o m m  h h b  (Department store) 
45 Helvkcial Gazdasig KA (Agriculture) 
46 Csepeli "DUNA Mezogazdasagi Szovetkezet (Agriculture) 
47 Miskolci Futomu KR (M~skolc district heating) 
48 Polgtirmesterl Hivatal, Vic (Mayor's Ofice) 
49 Polgarmesteri Hivatal, Csorna (Mayor's Office) 
50 Polgirmesteri Hivatal, Nyiregyhiiza (Mayor's Office) 
5 1 Polghesteri  Hivatal, Bek6sesaba (Mayor's Office) 
52 Polgirmesteri Hivatal, Dorog (Mayor's Office) 
5 3 Polgarmesteri E-fivatal, S16fo k (Mayor's Office) 
54 Oktatisi IntezmCnyek Eliato KA (Communal management) 
55 NCpstadion Cs L6tesitmCnyei Kft (Budapest Sports Stadium) 
56 Ingatlankezelo Vallalat (Communal Holding) 
57 Central Mosodkk Kft (Laundry network) 
58 Egyesltett EgCszs6gugyi IntCzmknyek (Municipal hospital in PCcs) 
59 Megyei Korhh, Kecskem6t (County hospital) 
60 Megyei Kbrhh, Szolnok (County hospital) 
6 1 hlami K6rhiiz, BalatonfUred (State hospital) 
62 PCti NitrogCnmuvek (Chemtcal industry) 
63 Borsodehem Rt (Chemical industry) 
64 Tiszai Vegyl Kombinat (Chemical industry) 
65 Tisarnenti Vegyi Muvek(Chemica1 industry) 
66 Taurus Gumiipan (Rubber manufacturer) 
67 Kunplaszt Muanyaggyar (Plastics industry) 
68 Csepel Autogyir (Lorry factory) 
69 Ikarus Jarmugyir (Bus factory) 
70 Mhtravid6ki FCmuvek (Metal processing works) 
71 Timfold es Mukorund Kft (aluminum factory) 
72 Magyar Kiibelmuvek Szegedi Gyka (Cable works) 
73 Penon Akkumul6torgyAr (Battery factory) 
74 Parkettagyiir (Wood processmg) 
75 Tisza Cipo, Rt (Shoes factory) 
76 Alfoldi Porcelingyir (Industnal porcelain) 
77 Divat Kotottargyar ( h t w e a r  factory) 
78 PCcsl Pezsgo (Champagne factory) 
79 Pannonia, Sorgyar (Brewery) 
80 Hkipan Vallalat (Meat processing) 
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8 1 Mob~usz Husipari Vallalat (Meat process~ng) 
82 Hutoipan, Rt Dunakeszi (Cold-storage plant) 
83 Hutoipan, Rt IBaja (Cold-storage plant) 
84 Baromfiipari Rt (Poultry meat processing) 
85 Dunapack Papirgyhr (Paper mill) 
86 Mecsek Uran Kft (Uranium Une)  
87 Borgyir Rt (L,eder factory) 
88 Athenaeum Nyomda Rt (Printing shop) 
89 Szikra Lapnyomda (Pnntmg shop) 
90 Tuzelestechnikai Kutato Intbet (Combustion research) 
9 1 Vilati Automatika Vallalat (Automation -- Electromcs) 
92 Credilux Vilagltastechmkai Fejles~t0 Kft (Energy and llghting consulting) 
93 Prolux Vilagitastechnikai, Kft (Lighting consulting) 
94 Viz es Csatornizisi Muvek (Water supply) 
95 Szent-Gyorgyl Albert Orvostudomanyi Egyetum (Medical University) 
96 Sernrnelweiss Orvostudom~nyi Egyetum (Medlcal Umversity) 
97 Budapesti Muszalu Egyetum (Technical Umversity) 

V. Potential membership 

MESZ started out as an association of rndustrial users The leaders have creatively and 
effectively expanded beyond the industrial sector into the commercial sector (hospitals, for 
example), and the public sector (mayor's offices, municipal water companies, etc ) MESZ 
now has members ranging from a sports stadium to a department store Because MESZ's 
members already account for 60 percent of the Industrial energy consumption in Hungary, 
the leaders are well-aware that the growth In thelr orgamzatlon lies in the recruiting of 
more non-rndustrial members These include 

1 Other cornmerc~al-sector enterprises, such as hotels, restaurant chams, and large 
stores, 

2 More publlc-sector entities throughout the country, such as mumc~pally-owned 
enterpnses (dlstrlct heat, water suppliers and others), 

3 Trade associations, 

4 Domestic and foreign energy-related companies, particularly those that manufacture 
energy-saving technologies and provide energy services, 

5 Interest groups, such as environmental organ~zations and other consumer advocates 
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MESZ Policy and Project Agenda 

I. MESZ Policy Development and Accomplishments 

The Initial Concern -- Energy Prices and Public Participation: Since its inception, 
MESZ has been primarily concerned about issues regarding energy pricing and public 
participation Realizing energy subsidies will end MESZ does not support subsidies to 
consumers MESZ is concerned how the government will set energy prices To measure 
the true cost of energy, values will have to be placed on capital expenses for capacity bulk 
dunng the Communist days This value must be added in with fuel and generation costs as 
well as transmission and distribution costs MESZ wants the process of setting energy 
prices to be transparent, open to the general public and subject to public revlew This, 
according to MESZ, will help ensure that consumers pay an appropriate price for energy 

According to MVM, energy pnces for all consumers will equal the costs of production at 
9 5 cents per kilowatt-hour The average price of electricity for residents in the Umted 
States IS less than 8 cents kwh, and for industry (because of a lower cost-of-service), the 
price averages 4 cents kwh Why MVM's price is so high is unclear, but after looking 
through the utihty's books, MESZ feels strongly that MVM can be greatly downsized and 
still prov~de as good or better service wlth less money MESZ would like to work with 
the utility to streamline its operation and consolidate its bureaucracy to ensure that 
consumers pay only for the true costs of energy and not also for a bloated bureaucracy 

171e Interest Reconczlzatron Councll. To have a say in ths  debate and all issues regarding 
reform in the energy sector, MESZ has been trying to create a forum in which their public- 
participation role IS codified The group's leaders have wanted to create a council which 
would conslst of three parties the government, the energy-suppliers, and the energy 
consumers The council would freely debate new energy pohcies, and although the 
government would have the final say, at least MESZ could make its views heard 

MESZ was successful In helping to create this forum through the group's involvement in 
the forrnatlon of the 1994 Acts on Electncity and Gas These new energy laws created the 
"Interest Reconcillatlon Council" or "Interest Group Council" and is roughly analogous to 
the state public service comrmssions in the United States The major entltles in the 
Council are the Hungarian Energy Office (the government), the utility MVM, and the 
consumer advocates (similar to the intervenor groups in the United States that participate 
in utrlity rate cases) 

In its imtial stages, many of MESZ's leaders (including many on the board of directors) 
believed that no other consumer group should sit on the Council because MESZ was the 
onIy association that truly represented energy consumers The Alllance described the 
situation in the Umted States, where many different non-governmental organizations 
participate in the policy-making process If there were only one group to participate in 
this process, the NGO would In essence become an arm of the government In a 
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developing democracy, other groups would emerge and criticize that NGO as being in the 
back pocket of the government, and the NGO's effectiveness would be compromsed It is 
therefore in the interest of MESZ to have other groups engage in policy debate with the 
government 

Apparently, some of MESZ's leaders believed the process should have been opened up 
At about the time of the Alliance's initial visit, MESZ submitted a new proposal to the 
government, which was accepted, that creates a process for other consumer organizations 
to sit on the Council There are now more than 20 NGO's on the Council (including the 
Pensioners Assoc~ation and the Homeowners Association) that are allowed to review 
relevant policies and legislation and to provide comment This nascent regulatory 
framework needs to be developed because the final decisions are still made by the 
government -- specifically the Energy Ofice and the Mmstry of Industry and Trade 

Under the MESZ plan, any consumer group can join the Council if they 

Explicitly represent the interest of energy consumers, 

Were founded legally according to the law on associations and have judicial 
registration, 

Have been active for one year and have more than 50 active participants 

If the Energy Office rejects an organization, that group can appeal to the courts For 
more information on the Interest Group Council and a report of the issues discussed at its 
most recent meetmng, see the last trip report m Appendlx 111 

Some SpecrJic Polrcy Goals: 

Heat Supply Law: The Acts on Gas and Electncity set forth the regulatory 
frameworks for how gas and electricity are to be bought and sold in the developing 
free-market economy There is no such framework set up for heat generation and 
distribution MESZ plans to work with the government in drafting thts necessary 
regulation 

Assist Low-Income Consumers: MESZ is concerned that low-income consumers 
will not be able to afford the Increase in energy pnces that took effect January 1, 1995 
The leaders want to develop a "compensation system" for these people in whtch 
energy prices would contlnue to be subsid~zed temporanly and pa~d for by an increase 
in the value-added tax 

The Next Steps -- Energy Efficiency and Reaching Out to Government and to 
Members: MESZ leaders have stated several t~mes that establlshlng itself as a voice in 
energy policy-malng has been one of ~ t s  hlghest priontles Now with the regulations 
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more firmly established and with MESZ's role formalized, the orgamzation is moving into 
what it calls the second phase specific projects to assist and educate energy consumers 

The cornerstone of this next effort wll be to help consumers lower energy costs by 
reducing use -- through energy efficiency As energy costs rise, it will be in the economic 
interest of consumers to lower costs by cutting down on their energy use MESZ has a 
key role to play in assisting their members to become more energy efficient 

In December of 1994, the Alliance sponsored a 10-day study tour for four MESZ leaders, 
whlch had a strong energy efficiency component The visit included the Association of 
Energy Engineers Conference in Atlanta, as well as a week in Washington meeting with 
representatives from government, from non-profits, and from energy efficiency compames 
The MESZ delegation felt that the Atlanta conference and many of the presentations in 
Washington gave them tools to push for more demand-side management programs and 
performance contracting Most of the pollcy goals and projects discussed in the next 
sections developed out of the study-tour 

To promote energy efficiency, the Alllance has recommended to MESZ to consider the 
following activities 

Performance Contractzng. Work with U S partners on identifying the potential for 
performance contracting in Hungary MESZ could also push for legislation to help 
overcome the barriers to performance contracting and can help in educating the 
consumers about this method of financing, 

Demand-Szde Management. Promote the concepts of demand-side management and 
least cost planning in MVM, the Hunganan Energy Office and Parliament Work with 
the Center for Energy Savlng in the Energy Office (see below) to encourage policies 
that eliminate barriers to DSM and other energy-efficiency activities Work with one 
or more of the regional distribution compames on implementing a small-scale, pilot 
DSM program, 

4 Outreach- Undertake research and analysis about the potential benefits of energy 
efficiency in Hungary, educate member companies about the benefits of energy 
efficiency through workshops, newsletters, etc , try and "mobilize" the membership 
into supporting the MESZ leadershp on energy efficiency issues, gather data on 
Hungarian compames that manufacture energy efficient technologies and involve 
relevant instltutlons (universltles, for example), and finally, involve Western energy 
efficiency compames that have offices in Budapest or throughout Europe 

Work wlth the Energy Office Under the new government, the major regulatory 
authority for energy will be the Hunganan Energy Ofice The Office will have three 
sections one will deal with licensing for new power production, one will focus on 
energy prlcing, the last will be the energy efficiency office (Center for Energy Saving) 
The Energy Office will be the primary agency with which MESZ wlll work MESZ's 
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worlung relationship with the Energy OEce has been codified by the formation of the 
Interest Reconciliation Council 

The Alliance's experience has demonstrated that one of the benefits of being a 
membership organization and having a strong, pnvate-sector constituency is that it can 
be much easier to develop cooperative relationships with government decision-makers 
MESZ is in an excellent position to have strong and productive working relationships 
with the Energy Office and other government agencies The group should take 
advantage of this position 

Some Speclfic Pobcy Goals: 

Consumer Energy Centers: On its own initiative, MESZ proposed that the energy- 
supply companies hnd the establishment of centers located throughout Hungary that 
can provide customer services, such as assistance in billing procedures, answering 
questions, and advising on energy conservation 

Improving Loan Conditions: To promote energy efficiency, MESZ plans to lobby 
the Mimstry of Finance and other relevant institutions to improve the soft loan 
conditions for investments in energy efficiency 

Ph.D Awards for Energy Efficiency: MESZ is pushing for the creation of an award 
for Ph D students who write meritorious theses that contribute to the development and 
application of energy efficiency technologies This award would encourage students 
to examine the obstacles to and pose solutions for implementing energy efficiency in 
Hungary, which would be a benefit to all Such a program would generate experts in 
the field of energy conservation 

Amendments to the Acts on Gas and Electricity to Enhance Energy Efficiency 
These laws created the Hungarian Energy Office, the governmental regulatory 
authonty As discussed above, the Energy Office has the Center for Energy Saving to 
admnister and coordinate energy efficiency programs Yet t h s  Center is supervised 
by the Mimstry of Industry and Trade, whch is apparently not very sympathetic to 
energy efficiency MESZ wants the Center to be independent and to report directly to 
Parliament MESZ feels ths  will make the energy conservation programs much more 
effective 

There is one only sentence in one of the acts about demand-side management More 
needs to be said and outlined regarding DSM programs In addition, nothing is said 
about integrated resource plamng (IRP), a plamng method by which supply-side 
needs (build~ng new capacity) is balanced with demand-side reduction potential 
(increasing energy efficiency) IRP often shows that it is cost-effective to reduce 
supply-side capacity through investments in energy efficiency MESZ believes that in 
the interest of consumers and of energy efficiency, the law should direct the utility 
industry to routinely practice IRP 
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IL Specific Projects to Help MESZ Fulfill its Policy Goals 

MESZ developed the projects ideas listed below The leaders felt that these inittal projects 
would help MESZ fblfill its mission To do these projects, more staffwill be required 
The Alliance offered to assist MESZ in approaching foundations and in recruiting more 
Western compames to join MESZ, both of which will provide additional fbnds to hire staff 
people 

1. DSM Workshop in Budapest 

In its effort to promote DSM in Hungary, MESZ, the Alliance to Save Energy, and U S 
AID sponsored a two-day workshop on metering and verification of the savings from 
DSM programs The goal was to have officials from MVM, the Hungarian Energy Office 
and many of MESZ's large member companies attend The idea was to train policy- 
makers and end-users in Hungary on how to verifL the savings from energy efficiency 
programs The goal is to show that through measuring the energy savings that result from 
the installation of technologies encouraged by these programs, the investment in these 
programs will be worthwhile 

The seminar focused on estimating the impacts of demand-side management practices 
through the use of field management techniques The workshop discussed the verification 
of energy conservation and DSM measure performance This included specific field 
measurement and analysis techniques for pre- and post-measurement of lighting systems, 
motor drive systems and HVAC equipment Both long-term monitoring and short-term 
momtoring were addressed Short-term diagnostic monitoring emphastzed the use of 
portable, temporary instrumentation I t s  to diagnose building energy system operation and 
efficiency 

Although the workshop was techcal  in nature, there was much discussion about policy 
issues and the barriers to setting up DSM programs in Hungary A summary of the 
workshop is included in Appendix I11 (the last trip report), and the workshop materials, 
which were translated into Hungarian, is also available 

The followzngprojects have nor yet been zmplemented MESZ zs current& seeking 
addztzonalfindzng fhrough membersh~p dues and, wr fh the Alhance's asszstance, through 
przvate foundafzons 

2. Publications: MESZ wants to write and publish a quarterly newsletter for an audience 
that includes their members, potential members, government officials and other interested 
parties The newsletter would have two purposes to inform the interested public of 
developments tn energy policy (new legislation tntroduced or new decrees signed) and to 
inform consumers about the aspects of major, complex laws (such as the gas and 
electncity acts) that are relevant to them 
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3. "Industrial Energy Management Partnership Program ": Most of the MESZ leaders 
are energy managers in large industrial companies They want to orgame an exchange 
between energy managers in Hungarian industrial facilities and their counterparts in U S 
companies The Hungarian side would visit several U S plants and spend at least a day 
with an American energy manager, learning how they make decisions about energy issues 
and in particular, what management strategies they use to lower energy costs What 
energy efficiency technolog~es do they invest in to lower energy intensity? What types of 
relationships do energy managers try and forge with semor managers to reach their goals? 
What changes are implemented during different times of the day and the year to maxirmze 
energy management? Once you realize energy is a resource, you begin to thnk of ways to 
conserve that it Different types of industnal facilities require different methods to 
improve energy efficiency People could be matched up with their appropriate 
counterparts a steel plant manager with a steel plant manager, a paper plant manager with 
a paper plant manager, etc 

4. Utility regulation study tour and demand-side management tour 
UtIhty regulatron. One of MESZ's chef policy concerns is that as Hungary undergoes 
privatization, the utility industry is properly regulated to ensure that consumers are 
protected 

In Hungary, utility regulation and public participation is in the embryonic stage with many 
complex details st111 to be worked out The Interest Reconciliation Council, whch is 
somewhat sirmlar to the state-level public service comssions in the United States, is 
likely to be the future of utility regulation in Hungary Like PSC-proceedings in the U S , 
the Council involves three major parties the utility, the government (as represented by a 
newly-formed Energy Oflice) and the consumer/public interest groups (represented by 
MESZ and others) This council is supposed to hear and provide comment on all pending 
energy policies before the government makes the final decision But because only the real 
basics of utility regulation are in place in Hungary, MESZ has expressed a need to 
demonstrate how a hghly-evolved regulatory framework functions During their visit to 
the United States, the MESZ delegat~on said one of the best presentations they heard was 
from the Maryland Public Service Commission (F'SC) because they learned the "nuts and 
bolts" of how utilities are regulated and how interested parties work withn the system to 
ensure their needs are heard 

The MESZ leaders thought it would be extremely valuable to have representatives from 
each party of reconciliation council visit the U S for a week-long workshop on utility 
regulation and public partic~pation in ths  process The Hungarian side would meet with 
one or several PSC1s as well as "Intervenors," publlc-lnterest groups that partic~pate in 
PSC proceedings Vartous utility companies would also be mvolved, so the delegation 
could hear from all sldes 
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Demand-szde management traznzng tour for Hungarzan utzhty officzals: As part of this 
study-tour, the MVM and Energy Office representatives could have a two or three-day 
workshop on demand-side management @SM) 

Demand-side management is beginning to raise the eyes of Hungarian utility officials 
MVM used to have a DSM program that was dismantled in the late 1980's With the 
change in government, MVM's leaders have also changed According to MESZ, the new 
leadership is keen on reviving DSM The problem is that Hungarians still have little 
experience in DSM Which strategies work and which ones don't and why? How do you 
meter and verifl the savings achieved through a DSM program? How do you make the 
consumer more aware about DSM programs and about the need for energy efficiency? 
These are all questions with which American utilities have grappled (and many have not 
yet been answered idly). 

5. Accelerating the adoption ofperformance contracting in Hungary: With Hungary's 
high energy intensity, many people are trying to set up performance-based contracts 
Progress has been slow Among the questions are how can local ESCO's raise the 
financing necessary to initially implement the projects? Can projects still be cost-effective 
if energy prices are subsidized What legal reforms are necessary to make these ventures 
more economically viable? MESZ certainly can play a role by promoting legislation that 
will make performance contracting easier and by educating its members on the benefits 
MESZ would like to undertake a feasibility study to examine these issues and what needs 
to be done to overcome them MESZ has also expressed interest in organizing an energy 
service company, which could do performance contracting projects in member industrial 
companies 

6. Energy Education Initiative Part of the problem for energy efficiency is a lack of 
public awareness about the economic and environmental benefits MESZ is also aware of 
this problem and wants to design an nat~onwide energy education program, targeted 
toward younger people In whatever classes energy is studied (particularly science classes 
like physics or perhaps in economic classes) there should be, in the curriculum, a 
discussion of the environmental Impact of energy use, and how energy demand can be 
reduced MESZ is very interested in working w~th the government and with the relevant 
associations to ensure that this issue is included in the curriculum so students are made 
more aware of these issues 

One approach mght be a project the Alliance is currently undertaking We are working 
with selected local cornrnunit~es and utilit~es to retrofit schools wth energy efficiency 
technologies As ths  is done, the cumculum for students is amended to include 
discussions of energy efficiency and its benefits Students can see the technologies in their 
schools The amount of savings and of the pollution avoided can be calculated, providing 
a tangible example of a gain for the environment 
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MESZ Strategic Plan: 1995-1996 

I. Introduction 

For nearly half-a-century, Hungary had a centrally-planned economy Under this 
economic system, the government subsidized energy to the point that consumers had no 
incentive to consider it a resource With energy prices slowly approaching the cost of 
production, consumers are now facing the burden of paying pnces for energy they can 
hardly afford 

Under the former Communist system, public participation in policy-making was not 
allowed, and energy costs were heavily subsidized Because Hungary is now governed by 
a democratically-elected Parliament and has moved toward a free-market economy in 
which energy prices are increasingly reflecting its true cost, there is a need for an 
organization to represent the interests of energy consumers that have to adjust to this 
completely new political and economic situation 

The Hunganan Energy Consumers Association (MESZ) is a membership organization 
whose main focus is to represent the interest of Hungarian energy consumers in the 
residential, commercial and industrial sectors It was started in early 1992 by several 
industrial energy managers who encouraged their companies to join the organization 
Official court recognition of the organization took place on May 21, 1992, and the group 
got a small grant from the government to undertake its activities 

MESZ engages in the free dlscussion of ideas on matters related to energy policy Under 
the new regime, there is a new Energy Office which has both regulatory and policy- 
making responsibility The organization has worked with the Energy Office and with 
Parliament by submitting comments on draft legislation and on new policies MESZ's role 
as a representative of the general consumers' interests in this process is codified by the 
new Electricity and Gas Laws of 1994 

Note: fie Strateg-lc Plan was approved by the MESZ General Assembly on May 30, 
1995. fiere are many goals outhned zn thlsplan andgrven the amount of resources 
MESZ current& has, zt IS hzghZy unlzkely that the group wzll accomplzsh fhem all. lhe 
purpose of thzs document IS to help guzde MESZ zn plannzng zts strateg?cpr~orrtres zn the 
years ahead -- beyond 1996. 

I1 The MESZ Mission 

A. Transparency in Energy Pricing 

MESZ will represent the interest of energy consumers pnmarily through the establishment 
of rationalized energy pricing With independent research and analysis, the organization 
will work to ensure that energy prices are based on the true costs of construction (both 
existing and new capacity), fbel, generation, transmssion and distribution, and other costs 
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Most importantly, MESZ will devote its efforts to ensuring that these costs which make 
up the prices consumers pay are accurately calculated In addition, the process of 
assessing these costs should be made open to the public and subject to public review It is 
important for energy consumers that energy pncing is transparent Proposed changes in 
energy prices should be subject to public hearings MESZ will work to see that such a 
system for public participation is established through legislation 

B. Restructuring of the Energy-Supply Companies 

With the transformation to a market economy, the needs of energy consumers and the 
roles of energy suppliers will change An issue affecting consumers is the abtlity of MVM, 
the distribution companies and other utilities to operate cost-effectively, to provide a fill 
range of energy services, and to be responsive to the needs of consumers MESZ will 
work to ensure that institutions like MVM mnimze their operating costs while meeting 
the requirements of energy consumers 

C. Energy Efficiency Programs and Policies 

As energy prices increase to their true, world-market levels, energy consumers will have 
the burden of devoting more financtal resources to paylng energy bills It IS therefore in 
the interest of consumers to reduce their energy use and consequently, their energy costs 
This can best be done by installing modern technologies that use less energy and by 
utilizing energy management services Saving energy will free money and other resources 
for investment and other, more productive uses Because Hungary's energy intensity is 
higher than Western Europe's, national productivity can be greatly improved if a concerted 
effort is made for consumers to be more energy efficient Finally, traditional energy 
generation, especially from coal, oil and nuclear sources, creates much pollution, reducing 
energy generation through energy saving will greatly improve Hungary's environment 

MESZ will help consumers save energy by promoting policies that provide incentives for 
consumers to acquire energy-efficient technologies Malung energy-saving equipment and 
energy management services more accessible to consumers will help lower their costs 
MESZ will assist its members in obtaining financing for energy-saving projects, perhaps 
through the Hungarian Credit Bank or by helping the Energy Office estabhsh an energy 
efficiency hnd MESZ will encourage the Hunganan utility company, MVM, to re-start 
its demand-side management program and provide incentives for consumers to purchase 
energy-efficient technologres MESZ may also identify both domestrc and foreign 
manufacturers of energy efficiency goods and services to join the orgamzation and 
particrpate in rts activities 

111 Realizing tJze Mission 

To achieve its mission, MESZ wll incorporate the following strategies into its activities 
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A. Energy Pricing 

Objective: 
To create a process by which energy prices truly reflect the cost of product~on, to create a 
regulatory system that allows publlc participation in energy-pnce setting 

Strategy: 

Work cooperatlvely with MVM and other energy-supply companies to closely 
examine which parts of the utility bureaucracy can be consolidated and reduced 
Scrutiruze department functions and phase out those areas that are no longer 
necessary, streamline those departments that still serve usehl hnctions 

Enhance the Reconciliation Council's role by proposing a new regulatory system 
design that allows the pubhc's views be heard on energy prices Under this system, 
outside organizations can examine the utility's performance and argue whether or not 
the costs it seeks through price increases are justified The government, as 
represented by the Energy Office, would judge the reasonableness of the utility's 
argument The system should allow the utility to appeal to the courts if it feels ~t is 
being treated unfairly Propose and draft the legislation necessary to create this 
system Try and raise knds for an exchange of regulators to the United States 

Indzcatzons of Success 

. To create a regulatory system out of the Reconcil~ation Council that allows outside 
parties to participate 

B. Utility Restructuring 

Objectzve 
To help make the major energy producer of the country, MVM, become an efficiently- 
operated company that provides the best poss~ble service for consumers for an appropnate 
cost and to help create an MVM that 1s accountable to consumers 

Strategy 

Encourage MVM to assign a staff person whose main function would be to optlmze 
the operation of the utillty 

Work cooperatlvely with MVM to examne all of the hnctlons of the company The 
effort wlll attempt to find departments that are no longer needed under the new regime 
and to scale-back on superfluous employees in necessary departments 
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Encourage MVM to organize workshops on total quality management and business 
management 

Report the results of this effort to the Energy Office and to the general public 

Indzcatzons of Success: 

0 To reduce the size (number of departments, employees and overall budget) of MVM 
and of other energy d~stributors wthout changes in the quality of service 

C. Improving Energy Eficiency 

Objectwe: 
To increase the efficiency of the Hungarian energy sector in order to improve both the 
economy and to reduce the pollution caused by energy generation To enhance the 
efficiency which with the industnal sector used energy 

Strategy: 

Lobby MVM to reinstate ~ t s  demand-side management programs as a way to help 
consumers purchase energy-saving technologies 

Propose to the Energy Office and the Energy Committee of the Parliament that the 
current Acts on Gas and Electricity be amended to include provisions that instruct the 
utility to implement a DSM program In addition, the amendments should require that 
the utility undertake an Integrated resource planning process to  include demand-side 
resources as well as supply-side resources to meet Hungary's energy needs 

Lobby the Mimstry of Finance and other financial institutions to improve the 
conditions for soft loans on energy efficlency projects 

Create a fund for Ph D students to receive awards for meritorious theses which discuss 
how to improve the development and application of energy efficiency technologies 

Propose legislation that helps energy service compames overcome the obstacles that 
currently exlst with performance contracting in Hungary 

Dlsserninate publications on the benefits of energy efficiency to the MESZ member 
compames, as well as other consumers 

Raise fbnds from private foundations and government sources to organize exchanges 
for industnal energy managers to the West to experience how better industrial energy 
efficlency IS achleved 
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Ensure that energy efficiency goods and services are available by working with 
domestic and foreign manufacturers of these products to promote tax and other 
preferential policies to encourage the use of these products These preferential 
policies, which have been under consideration by the government, include tax breaks 
and other incentives to develop energy efficiency projects, tax credits for profits of 
energy efficiency product manufacturers, reduction on tariffs of imported energy 
efficiency products and hgher tanffs on inefficient products (so the money lost from 
preferential tariffs and money gained from punitive tariffs cancel each other out); 
reduction in the value-added-tax for energy-saving appliances 

Another strategy to increase the availability of these technologies will be to recruit 
both local and foreign manufacturers of energy efficient products to join MESZ and to 
facilitate business relationships between these companies and MESZ's large-scale, 
energy-consuming members 

Indzcatzons of Success: 

Increase the number of government and utility programs that promote energy 
efficiency 

Implement utility demand-side management programs and integrated resource planning 
practices 

Increase the number MESZ members which are energy efficiency product 
manufacturers, increase the number of members which are energy service companies 

Increase the number of energy efficiencyprojects financed and the amount of energy 
saved 

Creation of a hnd for students who contnbute to the overall knowledge of energy 
efficiency 

IV. The Tools: Communications and Education 

With all of the changes in laws and policies regarding the nation's energy sector, there is a 
need to educate the consumers about these changes In addit~on, it is necessary that the 
consumers know about the programs of MESZ A vital component to fblfilling the 
orgamzation's mssion is communicating not only with the general public, but also with 
Important mmsterial, parliamentary and industrial leaders The new acts on gas and 
electricity spell out many new nghts for consumers of whch the public may not be aware 
There is a need to publlsh the relevant information in these laws and to provide lucid 
commentary for people unfamiliar with the changes Finally, with the need for improving 
the efficiency with whlch energy is used, MESZ needs to educate the public about the 
environmental and economc benefits of energy efficiency 
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MESZ will take two approaches in this area One is to invest in the younger generation 
and to help students think of energy as a resource to be conserved The organization wll 
therefore work with educators to ensure that energy issues are incorporated into science 
curricula The second approach will be to educate the general public through the news 
media about important changes in energy policy that may affect consumers and to educate 
policy-makers and large-scale consumers (industrial users, etc ) through targeted 
newsletters 

A. Energy Education 

0 bjectzve: 
To make residential, commercial and industrial energy consumers more aware about 
changes in energy policy that will affect them, to educate both consumers and students 
about the benefits of energy efficiency 

Strategy: 

Meet with education officials and discuss the importance of energy education 

Draft potential curricula for science teachers 

To create a "Green Schools" program, in which energy efficiency improvements are 
made to schools and the students can witness firsthand the envlronrnental and 
economic benefits of these projects Work with local energy efficiency products 
suppliers to donate the equipment 

Indzcatzons of Success. 

Adopt curricula in schools that emphasize the importance of energy issues 

Create three or more pilot "Green Schools" program 

B. Newsletters and Media Relations 

Objectzve 
To provide a steady stream of information out to the general public and to MESZ 
members about the activities and goals of the orgarnzation To highlight, through press 
conferences, speclfic projects MESZ is dolng that affects the nation 

Strategy 

Draft frequent editorials for newspaper on MESZ's policy positions 
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Develop relationships with press and attempt to be seen as an expert resource for 
reporters wnting stones on energy issues 

Hold press conferences when the work of MESZ merits attention by the general 
public, work with other groups if it is beneficial 

Publish a regular newsletter for members, potential members, government officials and 
other interested parties on the activities of MESZ and on recent developments in 
energy policy 

Create a database of names to whom the newsletter will be sent 

Indzcafzons of Success. 

To increase in the number of newspaper articles and editonals and of press 
conferences 

To create an up-to-date database 

K The Means: Development and Fundraising 

The mission and activities of MESZ cannot be carried out without the necessary financial 
resources So far, MESZ has relied on government support and membership dues for 
fbnding support But with the government funds unavailable for the near-future, it is 
important to develop strategies for finding Increasing membership, particularly for 
Western companies that pay higher dues, is key But in addition to recruiting new 
members, it is important that MESZ continue to effectively serve its current membership, 
so present member-companies are retained It is important that MESZ demonstrate the 
benefits of joining the organization and continue to keep in close contact with current 
members so they will keep joimng year after year More members does not only mean a 
larger budget, more weight will be given to the organization's policy considerations 

Another means of fundraising is to solicit international organizations and private 
foundation to carry out specific projects MESZ will work with the groups it has already 
formed partnerships with to solicit funds fi-om government donor agencies and from 
philanthropic foundations, both in Hungary and abroad 

Objectzve. 
To retain current members, to recruit new members, and to solicit pnvate foundations in 
Europe and the Umted States in order to ra~se enough finds in the next year for a 
permanent staff person and new office equipment 
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Strategy. 

Develop ideas for specific projects and submit them to private foundations, Hungarian 
government agenctes and International donor agenctes 

When possible, work with and support different organizations that have the same 
misston or goals 

. Maintain regular and frequent cornmumcation with current members to inform them 
and to retan their membership Actively recruit the potential membership through 
publicized workshops, mailings, newsletters, etc 

Hold an annual conference and an annual awards dinner in order to raise money and 
get the MESZ name out 

Foster contacts internationally that can help MESZ both create beneficial linkages and 
rase money Specific institutions include the European Umon and the International 
Energy Agency 

Ind~cations of Success: 

To have 160 corporate members by the end of 1996, with at least 10 Western 
companies 

To have a budget in 1996 of 2,400,000 fortnt ($2 1,600) 

To develop contacts in internat~onal organizations 
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Comparative Assessment of Similar Groups in the 
Czech Republic and Poland 

I. Czech Energy Managers Association 

The Czech Energy Managers Association is quite similar to MESZ in that its 
participants are primarily industrial energy managers. The organization is two years 
old and is registered under the Law of Nonprofits (although technically its called a 
foundation). It is governed by a Board of Directors that includes representatives of 
industry, energy producers, government and the scientific community. While members 
express their own opinions, those opinions are strongly influenced by the posihon of 
the company for which they work. There is considerable disagreement between 
members on the energy price and regulation issues. 

They are organizing a conference on industrial energy efficiency to be held in the fall 
of 1996. The conference will include three parts: energy management, energy 
efficiency and the environment. It will include participation from all the countries in 
the region, with each country presenting an overall paper on their energy situation, 
including policies and programs. MESZ would likely be interested in participating. 

The Association rased 354,000 Kc (about $35,000) and spent 254,000 during the past 
year, and have a 94,000 Kc balance. Income comes from membership dues and 
sponsorship of training and other events. Membership fees range from 3000 Kc for a 
firm wlth less than 10 employees to 120,000 Kc for a firm with more than 5,000 
employees. 

President Vaclav Simunek said a major problem is the poor information transfer 
between government and the business community. The group is worlang on this 
problem by sponsonng workshops and a disseminating a newsletter to let members 
know about what is happening. 

The organizahon is actively lobbying the government to "define the energy mterest." 
On November 2, 1994 the new Energy Law came into being which the organizahon 
helped shape. The Assoc~ahon inihdly held a semlnar on the draft law in whlch 
members expressed their opinions and then formed a committee to prepare comments. 
These comments were submitted to the Economics Committee in the Parliament. 
Slmunek indicated they also held about six meetings wlth government officials to 
deliver their vlews. 

The new law requires that the government authonze all energy producers. It creates a 
regulatory authonty for energy monopohes, establishes utility nghts in relationship to 
property owned by others and codlfies state authority In cases of energy emergencies. 
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Simunek was clearly very proud that his organization was able to influence specific 
provisions in the law, although they were not able to get reml wheeling provisions 
included, which is universally favored by industry. Another energy law is being 
prepared and is expected to pass next year. The Ministry of Industry and Trade has 
recently asked the organization to prepare a paper on the type of energy management 
principles that should be followed. 

The following comparisons between MESZ and the Czech Association: 

Both groups are about the same age, but the Czech group has a significantly larger 
budget than MESZ ($35,000 vs. $21,000). 

Both groups are well-connected and, as national associations, are in a good position 
to influence policy. 

MESZ policy and strategic development appear to be more developed, with a 
mission statement, policy agenda and strategic plan; MESZ specific positions on 
how to promote energy efficiency are more clear. 

MESZ has a wider vanety of members, including energy efficiency equipment 
manufacturers, energy consulting companies, energy supply companies and 
municipal governments. 

Simunek indicated that his organization would very much like to create a relationship 
with the Alliance. He was especially interested in improving his organization's ability 
to influence policy, communicate with stakeholders and raise money to support their 
work. Jaroslav Marousek, Executive Director of SEVEn feels Simunek's group is best 
positioned to have significant positive influence on government policy making over the 
next few years. 

II[. Northern Bohemia Economic Association 

Based on the information we have so far on NBEA, it appears the Association is quite 
different from MESZ. NBEA, which has more than 30 dues-paying members, is not 
solely a consumers organization; its mandate 1s to assist companies in that region of the 
country make the transition to a market economy, and its members include energy 
producers (llgnite coal mines, power generatmg stahons) as well as large energy 
consumers (chemical, glass, texbles and beer companies). NBEA's secondary 
objective is to make these industries more environmentally-sound. It appears that 
NBEA is focused on serving its members, whereas the Czech Energy Managers 
Associahon and MESZ also want to work with the government on promoting energy 
efficiency policies and programs. It should be sad, however, that NBEA has lobbied 
the Economic and Social Council of the Czech Republic to adopt new business and 
environmental laws. 
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The following comparisons can be made between MESZ and the NBEA: 

MESZ is a national organization whereas NBEA is a regional association, and 
therefore MESZ is more concerned about influencing national policy. 

MESZ used to be more like the Czech Association in that both are composed 
primarily of industrial energy managers. As MESZ grows, it is beginning to look 
more like NBEA, in that both have supply-side members (MESZ has a coal mine 
and two oil refineries as members). 

MESZ positions on how to promote energy efficiency are more developed than 
NBEA. 

NBEA has a newsletter (in English as well), malung its ability to communicate 
fairly sophisticated. 

MESZ has 100 members; NBEA has about 30. 

According to Zdenek Krivsky, Executive Director of the Northern Bohemian Economic 
Association, NBEA was doing many energy efficiency projects, some of which were 
supported by AID. 

III. Developing an Association in Poland 

According to Slawomir Pasierb, the director of the Polish Foundation for Energy 
Efficiency (FEWE), there are currently no natlonal associations of industrial energy 
managers similar to MESZ or the Czech Energy Managers Association, but that he was 
trying to start one. He has had discussions with some energy managers about 
organizing an association, and the ldea has generally been well-received. So far, 
however, there have been only discussions. Pasierb feels a Polish energy managers 
association would be an excellent partner for both FEWE and the utility. He added he 
was very interested in meehng with the Alllance on our next visit to see how such an 
organizabon can be created and structured. We sent him some information and agreed 
to keep in close contact. 
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lncrease in Energy Price only with Compensation! 

The Assocratton of Hungar~an Energy Consumers announces based on the statement 
at a press conference of the Hungartan Energy Agency on 22 August 1994 the followtng: 

1. We would like to precise the announcements -- accordrng to our understandrngs -- 
wrth the General Dtrectorate of the Hungarran Energy Agency. Thts announcement stated 
that the proposrttons for an Increase rn prices by the energy productng and supplyrng 
compantes were to  be dtscussed wrth representatrves of the respectlve Interest groups 
dur~ng this week. So far we know only the average frgures of the propostttons publrshed I n  
the press. The butldtng of  a mature common optnton requires some trme. How much will 
only be dectded In the process of the examrnatron of the proposal. "Durrng thrs week" the 
proposals can be submttted at the best, but srmply not finally drscussed. 

2. From the press ~t seems as tf they rntended to rarse the energy prrces only for 
restdenttal, but not for publrc or rndustrral consumers. The Hungartan Energy Agency 
however dtd not explarn, what ktnd of compensatton the poorer soclal classes could expect. 
Prrce Increases can only be dtscussed In combination with compensatton. The size of the 
increase that would be acceptable depends on the slze of the compensatlon. The Mrntstry 
for Industry and Trade dtsmrssed earlrer talks about compensatton In many cases wtth the 
argument that compensatton drd not belong Into thts department. The Hungartan Energy 
Agency cannot do the same. The representatrves of the competent departments ought to  srt 
at the conference table, too. 

3. Havtng found at least a bastc agreement on the compensatlon Issue the other 
questions can be addressed- How writ the "prrncrple of the lowest charges" ordarned by the 
law on electrrcal energy be tncorporated Into the prtce calculattons, how large are the 
present and planned proftts of the energy productng and supplyrng companies as long as 
there are Internal reserves, and what makes the prrce Increase so urgent, the expected 
increase In the tax-base or the deslre of Increasing the companres' profrts? How much IS the 
latter Influenced by the prrvattzatton tntenttons' Why IS tt In general necessary to  privatize, 
and why now? These and srmilar questtons are justrfted due to the exrstence of a natural 
monopoly In the sector of  energy supply Thus, a free market srtuatron cannot occur 
Furthermore, there IS a parltamentary resolutron -- to countervarl the above descrrbed 
srtuatron -- ordatnrng the f~nancral transparency of energy producrng and supplytng 
companres, and the openness of prrce calculat~ons 

The drscuss~on announced by the Hungartan Energy Agency for t h ~ s  week should be 
held In the sense of thrs openness. T h ~ s  drscusston can only be started this week, rts end IS 

unsure. Hence, we find those announcements about a prtce Increase In September 
overhasty 

Dezso Porphczy 
Vice Presrdent of the Assoc~at~on of Hungarlan Energy Consumers 

Executrve Drrector 



The interest Group Suggests Cornpensa tion 
Energy: Why Is the Price increase Urgent?') 

The Associatlon of Hungarian Energy Consumers considers announcements about an 
increase In energy prlces in September as overhasty, declared Dezso Porp6czy, the 
assoc~at~on's vice president and executlve dlrector towards our newspaper. The assoclatlon 
wrll get to know the proposals of the energy produclng and supplylng companles on prlce 
increases at a conference organrzed by the Hungarlan Energy Agency for Friday. Only after 
thls can the d~scuss~ons start. Thls most likely will not take such a short tlme that prices 
could be Increased In September. The law no. 48 from 1994 on electrrcal energy states that 
an increase in prlce has to  be agreed upon by those soclal lnstltutlons that represent the 
interests of the consumers. 

Such an instltutlon IS the Assoc~atlon of Hungarian Energy Consumers and the 
Associatlon of Bearers of Distributed Energy. 

Based on this mandate the assoclatlon wants to control the accordance of proposals 
on prlce Increases with the legal regulations. The law says that prlce calculat~ons must be 
gulded by the princrple of lowest charges for the supply of electrical energy. The executive 
d~rector does not know amount of the prrce lncrease proposed by the energy produclng and 
supplylng companies yet, but was Informed that ~t only showed the prlce of energy supply, 
but dld not specify that thls was the lowest charge posslble The social Interest group would 
llke to  see the prrce structure, and the production and development costs. It would llke to  
have lnformatlon on the present and planned profits of the energy produclng and supplylng 
companles, and how blg therr unused Internal reserves are. According to  the executive 
dlrector ~t should also be examlned what makes the prlce lncrease so urgent: The expected 
increase in the tax-base or the deslre of Increasing the companles' prof1ts7 The association 
flnds it further dlstresslng that some suppliers have stated that energy and gas supplylng 
flrms could be more easlly prlvatrzed, ~f thelr revenues rose by prlce Increases. The 
representatrves of the Interest group do not consider prlvatlzatlon self explaining and do not 
belleve that it would represent an argument for a prlce Increase. 

The assoclatlon learned in the press that only prlces for res~dential consumers, but 
not the non-resldentlal tarlffs were Intended to be ra~sed. The law however states that there 
must not be any dlscrlmlnatlon amongst the dlfferent consumer groups. Thus, both tarlffs 
have to  be negotiated together. 

The assoclatlon attaches utmost Importance to the Issue of compensatlon for poorer 
soc~al classes at the same tlme as the prlce lncrease takes place. What an lncrease would be 
acceptable, depends on the slze of the compensatlon So far the Mlnlstry for Industry and 
Trade, as the prrc~ng-authority, dlsmlssed comblned talks about price Increases and 
compensatron porntlng out that the solut~on of soc~al problems did not belong to ~ t s  
department Thus, the assocrat~on belleves that representatlves of the M ~ n ~ s t r y  for Soc~al 
Welfare and of the M~nrstry of F~nance respect~vely should partrcrpate In the conference The 
executlve d~rector does not know, whether they were ~ n v ~ t e d  to Fr~day's meettng or not 
Representatives of Mol Rt and Magyar V~llamos Muvek R t  w ~ l l  be present as well as those 
of the Interest groups Accordrng to  Dezso Porpficzy the Hungarlan Energy Agency can only 
forward the proposal on a prlce lncrease to the M~nlstry of Energy, ~f agreement amongst 
the dlfferent partlcrpants IS reached For thls however one day IS not golng to  be enough 

Csllla Halasz 

* I  In. Magyar Nemzet on 25 August 1994 



National Energy Conference Started in ZamArdi 
Sensitive Tariff Structure') 

Yesterday the energy conference was opened at the Hotel Ker6m1a In Zamardi wlth 
more than 200 experts participating. Lajos NBmeth, the president of the energy consumers' 
association bel~eved that the government and the different departments would be open to 
the consumers' Interest representing proposals. He thlnks that domestic energy prices will 
have to adapt to the West-European level. However, it IS only possible that thls happens 
together with certain compensations, since price Increases affect different soclal classes of 
the populat~on differently. 

Where there is only electr~clty, there the price Increase will be higher than where 
also gas IS used. Lajos Nemeth announced that an expert team of the association on request 
of the department was working on a differentiated tariff structure wh~ch should be 
presented to the government before the year ends. Thls will take the users' soc~al situations 
and energy uslng hablts Into consideration. 

The conference in ZamBrdl was opened by a hlgh official of the Mlnistry for Trade. 
Dr. IstvBn Szergenyi gave an extensive overview of the government's energy policy, whlch 
should not depart form the former government's main points of strategy. It should be 
achleved that Hungary can join the Western European electrical network by 1997. 

The offlcial stressed further that the quota and the direction of energy imports have 
to be changed, because presently our energy needs are covered by 50% from abroad, 
mostly by imports from former eastern bloc countries. Thls intended change was rllustrated, 
when Prime Minlster Gyula Horn and Chancellor Vranitzky recently cut the first sod for the 
gas-p~peline that should be built together with Austrla. This would mean 4.5 blll~on cub~c 
meters yearly. 

* )  In: Somogy H~rlap on 20 September 1994. 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L. t6r 6-8 
Telephone: 153-333311 6 5  Fax: 153-4069 
Banking ref. no.: MTB Rt. RegionAlis lg. [Regional Dlrectoratel Budapest 1 8 0  38 141  

Reg. No.: 21 011 9 9 4  
Budapest, 10 August 1994  

Ref.: The preparation o f  the increase In energy prices 

Mr. KBroly Attila Sobs 
Polltical State Secretary 
Mlnlstry for Industry and Trade 

Dear State Secretary: 

It became pub l~c  that the prices of electrlcrty and gas will rise In the near future. According 
t o  the press the representatives of the respectwe departments, the Minrstry for Industry and 
the Energy Agency wrll meet today t o  prepare the governmental proposition. 

The law no. 41  from 1994 on gas supply as well as law no. 4 8  from 1 9 9 4  on electricity 
production, supply, and malntenance ordain that the suppliers and the Hungar~an Energy 
Agency have t o  cooperate w i th  the representatives of institutions representing consumer 
interest on questions af fect~ng the consumer. Slnce 

- prices and the set u p  o f  prlce structures IS amongst the most prominent Issues of 
consumer interest, 

- the transparency o f  the prlce structure has to  be guaranteed for the consumers rn 
accordance wlth energy poltcy buttressed b y  a parliamentary decree, 

- the suppliers as well as the Agency are obllged t o  ~ n f o r m  the consumer interest 
groups, 

- the respectrve forms and fora of cooperation have not  been set up yet, 

w e  believe that In addition t o  the representattves of the different suppliers the 
representatives o f  the consumers' soctal Interest necessarily ought t o  parttcipate In the 
above mentioned conference 

Therefore I ask you, Sir, t o  undertake the necessary measures, so that one o f  our 
representatives will be Invited to  the conference on thrs Issue 

On behalf of Prestdent Lajos NBmeth, sincerely yours 

Dezso PorpSczy 
V ~ c e  President, Execut~ve Dlrector 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L. t6r 6-8 
Telephone. 153-333311 65 Fax: 153-4069 
Banklng ref. no.: MTB Rt. Reglonhlls lg. [Reg~onal D~rectorate] Budapest 1 8 0  38  141  

The Publishers of Het~ Vllhggazdashg [Weekly World Economy] 
to  the attn. of Mr. G6bor Szabd 
Fax: 155-5693 

Unfortunately, I got your message only today, since I was busy with different obllgatlons. I 
inform you about some of our ideas regarding the present preparatlons of an increase In 
energy prices. 

The Hungarian Energy Agency belleves that an increase In energy prices IS correct and we 
agree wrth ~ t .  We do not doubt that energy prices have to  be rncreased and we belleve as 
well that such an increase can only be implemented In a series of steps. Now, during the 
first step, the Increase can only be less than desrred by the suppliers. We thlnk that there is 
llrtle to  fear that the principle of lowest charges would be neglected during this frrst step. 
The econom~cally correct prrces can only be achieved in later steps. 

We also agree on the fact that certain social groups will have to  be compensated, such as 
most prominently the population's poor class, amongst whrch only certain branches, mostly 
the health care and educatronal sectors. The Importance l~es  In the details, about which we 
do not know anything yet. We only know that the supplementary budget foresees 1.5 billion 
forlnt for this objective. Since the proposal IS not clear on thls Issue, or we do not know the 
details, we cannot have a preclse oplnion about it. 

Everybody -- including the Agency, and representatives of the suppl~ers and of consumers -- 
apparently agrees on the necessity to  change the prlce structure. Thls can also be done In 
the followrng series of steps, but it 1s tlme that the Agency starts to elaborate on the Issue. 
There is a half-ready proposal from the side of the suppliers, but also from the Hungarlan 
Electro-Technical Assoclatlon and our assoclatlon. 

puring the change In price structure and the establrshment of prel~mrnary prrces the 
transparency of the energy producers' and suppl~ers' calculatrons as well as the applicat~on 
of the prlnclple of the lowest charges have to be observed. T h ~ s  IS ruled by law and can thus 
not be drsm~ssed as r t  was ~n the statement of MVM In Magyar Nemzet on September 1. 

The proposals of MVM and Mol  Rt. submitted to the Hungarlan Energy Agency are ne~ther 
apt to  illustrate the prrnciple of the lowest charges nor to  portray the changlng costs 
necessary for change In the prrce structure. Most lrkely thelr accounting structure is not 
applicable, erther. 

The vpr~ncrple of the lowest charges can not be negiected, just because a part of the 
dornestrc coal mlnes has to  be run Apparently there are also other concerns. 

The problem of the coal mrnes IS actually one of the most drffrcult questions. Our 
assocratlon does not belreve that it would be good to burden the whole of the energy 
consumers -- 1.e , also those who are unemployed or lrve In rnlsery, lndlvrduals as well as 
hosprtals facrng bankruptcy -- wrth the cost of employing 4,000 to 5,000 miners In Fony 
The frnanc~ng of non-profitable mlnes, whrch has to  be done wlth consrderatron to  the 
economy and employment, should not be covered by energy prlces, but by the budget. 
Hence, the losses of the mlnes would not be drstrrbuted accord~ng to electrrc~ty 
consurnptlon, but to  tax-brackets. 



Budapest, 1 September 1994 
Dezso Porphczy 

Vice Pres~dent 
Execut~ve Director 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L. t6r 6-8 
Telephone: 153-333311 65 Fax: 153-4069 
Banking ref. no.: MTB Rt. Regrondlrs lg. [Regional Drrectorate] Budapest 180 38 141 

Reg. No.: 181 11 994 
Budapest, 29 July 1994 

Dr. J6zsef NBmeth 
Vice Head of Division 
Ministry for Industry and Trade 
Legal Drvrsion 

Budapest 
II., Margit kordt 85 

Dear Sir: 

Thank you for the draft of the governmental decree concerning the executron of law no. 41 
from 1994 regarding gas supply. We would like to present the followrng suggestions for the 
amendment and change of the draft: 

Decree 1 .§./I/ The part on "granted Ircenses" we suggest to change to: "the granted 
gas sup~lvrng Ircenses". 

121 We suggest to omit it, srnce it IS already included rn another 
regulation 

2.§./2/ We ask to clarrfy, if the time of the actual procedure of the mrne's 
supervision is part of the Agency's deadline 

3.9./11 It 1s necessary to defrne the pr~nciple of the lowest charges. At  the 
negotiations of the law the Parliament accepted the defrnrtron, but r t  
was left out of the law's wordrng. Thus, rt is now not deflned 
anywhere. we suggest rmplementrng the accepted defrnrtion here, and 
we further advrse to ask for the Energy Agency's draft for detarled 
rules on it and on the concept of the price structure. 

4.5. We suggest acceptrng the versron a/, but havtng the "orlmaf~a's" 
billrons of corruptron in mind we find rt too Irttle. It would be better to 
deflne the penalty's amount w ~ t h  respect to the Ircensee's years of 
practice. 

5.5. We ask to clarrfy the "200m3/h capacity": If the pipeline's, inburlt, 
contractual, or effectrvely used capacity is meant 

7.§./l/ and /2/ The establrshment of the regulatrve quantity and order rs the 
Hungarran Energy Agency's responsrbilrty Jvrde the Agency's 
structural and operat~onal regulations/. 

From the proposed text it seems however as rf the rnarntenance 
responsrbrlrty is meant Thrs should be treated more precrsely 



Regulatrons must differentlate between force majeure and other causes for incidents. In the 
case of force majeure the supplrer IS not responsrble for effects on the consumer stemmlng 
from regulatrons. If other causes lead to a workrng defrcrency, then ~t must be examined, 
who did not fulfill the respons~b~lrt~es of supply, and the damage to  the consumer must be 
borne by the negl~gent party. In our eyes, the regulatron of thrs questron IS necessary at thrs 
place. 
The enforcement of the regulatrons accordrng to paragraph I21 should only refer to  the cases 
of force majeure. In cases of workrng deflcrency the supplrer should find an arrangement 
w ~ t h  the consumer on the possible prlce reduct~ons mentioned In the regulations. If they 
cannot agree, they must turn to  the Agency for arbrtratron. 

I31 We suggest changlng "informing their consumers" to  " f~ndlng an 
arrangement wlth therr consumers", and "be lrsted In the category" to  
"become lrsted rn the category". 

8.5.11 1 and We suggest using only "gas" instead of "natural gas". 
9..§.121 
8.5.111 We suggest add~ng to the presently last sub-paragraph. "and in that 

manner". 

For the new sub-paragraph we suggest wrrtrng- "- the determrnatlon 
of the seller's -- as the contract infrrngrng party -- penalty and 
compensatlon for causing damage." 

9..§./21 We ask to  put: "In cooperation wrth the consumers' soclal Interest 
group" after "the condltrons of prrce adjustments". Thrs IS descr~bed 
In the Agency's structural and operatronal regulations, but thrs decree 
IS hrerarchlcally hrgher. Here thrs passage IS necessary. 

We suggest omrttrng the second and thrrd sentences starting wrth 
"The resale prrce ..." 

I 0 § Ill We suggest lrstlng the legal regulatrons val~d presently Irespectrvely at 
the time when r t  comes Into force1 In an appendrx to the paragraph 

/51 The questions concernrng gas contarner regulatrons are unclear. 

Appendrx no. 1 

1.5 141 We suggest amending. ".. whlch IS at the consumers' marn curb cock, or In 
lack of thereof at the lot's boundarres ." 

2 5 .  We suggest changlng. "rn accordance to safetv levels established In regulations 
and norms " 

3.5.131 We suggest complet~ng ". somebody else flntshes rt, the contractor IS 

responsrble .." 



4.5.111 We ask to give a 15-day deadlrne for revision. 

121 We suggest changing the second sentence to: "The installation work, whlch 
has to be reported previously, can be controlled by the gas suppl~er at any 
tlme; changes that are necessary for reasons that could not have been planned 
for in advance must be carried out by the consumer, respectively by the 
technician." 

131 We suggest to order supervrsion withln 8 days instead of 15 days. The 
penult~mate sentence we suggest changrng "ought to give any informatron" to 
" glves the necessary informatron". 

I41 We suggest omrtting the paragraph. 

5.5. We suggest om~ttrng both paragraphs. They are unnecessary at thrs pornt. 

7.5. We suggest chang~ng the thrrd sentence to: "At the filrng of a claim the gas 
suppl~er has to accept also the installat~on mountrng." 

8.5. We consider r t  necessary to include the regulations rndrspensable rn contracts 
of rnd~v~dual public utllrty companies. 

In the 5-s 8-15 the regulations regardrng general contracts and contracts of lndrvrdual publrc 
utrlrty companies become watery. It is not always clear, whether they refer to one sort or 
both sorts of contracts. 

10.5. We suggest completing as follows: 
"As the consumer does not have a contract regulatrng the time of the 
beginnrng of the service of gas supply, the gas suppl~er must start the servrce 
wrthln 15 days -- after control and class~ficatron -- havrng been grven notrce." 

13.5.121 Instead of "It works wrth an error less than rf: 4%" we suggest wrrtlng. ".. ~t 
works w~thrn the error lrmrts valrd for the type of measuring Instrument at the 
trme of the Inspection. ." 

14 5.141 We suggest changing "immedrately" to "withrn 8 days". 

161 We suggest omrttrng the second sentence 

I71 We frnd a specrf~catron of the consumers unnecessary A rermbursement wrthrn 
8 days plus Interest payments upon delay should be valid for all consumers. 

We suggest a new I81 paragraph: 
"If the consumer IS requrred to pay the gas supplrer afterwards, he should have 
the poss~bll~ty to ask for ~nstallment payments over the same per~od of trme as 
the error refers to " 



15.5. We suggest dlfferentiatrng between wrongly measured consumptlon, and 
conscrously and ~llegally influenced drawrngs /stolen/ for the purpose of settlrng 
the gas accounts 

In cases of wrongly measured consumptron the consumers and suppliers 
should flnd an agreement. If they cannot come to one, they have to turn to the 
Agency for arb~tratron. 

If ~llegal drawlngs can be proven, the consumer must be charged with the 
hours of the days of the period of illegal drawrngs times the capaclty of the 
existing equipment runnlng on gas /m3/h/. 

We ask you, Slr, to consider our suggestions to the preparation for subrnissron for the final 
decrsion of the draft. 

On behalf of Presrdent Lajos NBmeth, sincerely yours 

Dezso PorpGczy 
Vlce Presrdent, Executtve Drrector 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L. t6r 6-8 
Telephone: 153-333311 65 Fax: 153-4069 
Banking ref. no.: MTB Rt. RegtonBlrs lg. [Regional D~rectoratel Budapest 180  38  141 

Reg. No.: 1 1 8/1994 
Budapest, 21 June 1994 

Ref.: Observations on and suggestions for the draft of the Hungar~an Energy Agency's 
structural and operational regulations 

P6l L~geti 
Head of D~vrs~on 
M~nistry for Industry and Trade 
Energy Supply D iv~s~on  

Budapest 
II., Margit korljt 85 

Dear Sir: 

Thank you for send~ng us the draft of the Hungarian Energy Agency's structural and 
operational regulat~ons for our suggestrons. 

Before expressing our detarled observations, we would like to mentlon that we examined the 
draft with reference to  already exist~ng laws concerning energy passed by Parliament. It did 
not matter, whether we agreed with these laws or not. We also d ~ d  not consider not exrstrng 
laws, which were rn the process of being discussed In Parl~ament and had to  do with 
energy. In the first place, we think of the skeleton law on energy and of the problems with 
regard to  laws dealing w ~ t h  the supply of d~strict heat~ng. We believe that drstr~ct heat~ng as 
well as gas supply via pipelines ought to belong into the Hungarian Energy Agency's 
competence. Thus the now drscussed regulation wrll have to  be amended properly accord~ng 
to  future legrslatron and regulatrons. 

We would l ~ k e  to polnt out further that the Hungarian Energy Agency will be a new 
institution without operational experience We find a revlsion of the regulation after half a 
year or a year after coming Into force useful. The f~nal  verston should then be executed on 
the bas~s of the accumulated experience and after consultat~ons wtth the d~rector general 
and the directors 

Hence, the present form of the regulation -- includ~ng the followrng suggestions -- can only 
be considered temporary Its comlng into force -- desprte ~ t s  defrcienc~es -- is simply 
necessary, because there exlsts a legal oblrgation in the laws on gas supply and on electrical 
energy. 

Before we go Into the detarls, we find rt necessary to  clarrfy, whether the Agency plays a 
role rn the technical safety or in the definition, establ~shment of quality standards, and 
making them obltgatory, or ~f the M~n~s te r  wants to deal w ~ t h  these questions w~thou t  the 
cooperation of the Agency? We do not want to have these questtons In the competence of 
the Agency, but the exrsttng legal sltuatlon does not make it clear to whose competence 
they belong 
Concerning the issues to  be debated we suggest the followrng: 



lmmed~ately subordinated to  the Drrector General an Interest Group Council should be 
establ~shed 

Thrs councll has the right and duty of reporting on and maklng suggestron for anythlng that, 
as regulation or norm, concerns a wrder group of consumers Its decislon are made by 
majority. Its decisions are proposals that the Agency's Dlrector General has to  take Into 
consrderatlon, but is not obliged to follow. 

The Dlrector General 1s the councrl's president. Its members are 

- two drrectors of the Agency, the head of the center for energy saving, as well as the 
head of the legal and admin~stratrve d~visron 

- 5 people sent by the interest group of the licensees 

- 5 people sent by the Interest group of the consumers /m~nister~al decrees based on 
law no. 7. 3.11 /par., and law no. 8. §./l/par./. 

The counc~l's members are personally commiss~oned, but can be replaced In case of  non 
avallablllty: the Agency's representatives accordlng to the order of replacement, the Interest 
groups' representatrves accordlng to  an earher made list of alternate members. 

The councll meets accordlng to  necessity, but at least once quarterly. The sessions are 
convoked by the council's president, the Drrector General, on hrs own Inltlatlve, but 
extraordrnary sessions have also to be convoked upon a wrrtten request by at least frve 
members of the councll. 

The organrzation of the council's sessions, the writing of its protocol and other 
admrnrstrative work are carrled out by the Directorate General of the Agency 

The councll 1s obllged to  treat every draft, concept, or plans of Issues in ~ t s  competence It 
llstens to  the Agency's reports done for the council In addrtron to the questions concernrng 
its freld of actrvrty r t  can make proposals on its own rnitiatrve 

The further observations are grven In the order of the drafts outlrne 

I 1. Amongst the Agency's dunes and competencies ~t should be stressed that because 
of the accomplished rntegratlon of mine and power plant questions whrch rnvolve 
legislation on mrnes are not rn the Agency's competence In cases of posrtive as well 
as In cases of negative answers the answer must clarify the situation 

3 a/ "glves out" should be completed by " and changes " In the case of 
establrsh~ng a power plant the competence must be well deflned The Agency glves 
out ilcenses wlthin ~ t s  competence, all the others it "prepares to be conceded". 

b/ Typographical error. rnstead of "operational" ~t should be "its ~nstrtutrons" 

d/We suggest completing "W~thrn thrs framework it orders /takes care of/ that the 
licensees elaborate and use an accounting system whrch allows for thelr 
transactions' transparency and the controllabrlrty of their price calculat~ons " 



f /  Instead of "agrees to" we suggest "rts consent IS necessary" for the here mentioned 
econornlc cases, whrle In our eyes the Agency should not decrde In theses cases. 
We ask: Is the consent of the Agency not necessary In the case of an Increase in the 
capital stock /e.g., at a merger of companres/. 

i/ We think that ~t is Important to  implement norms concerning consumer protectron In 
decrees of higher grade than the Agency's operational regulation, such as a 
governmental decree. We further belreve that next to  the consumers' Interest groups 
consent the departments' consent should be requ~red, too. Thus we suggest 
changlng "elaborates" to  "prepares" in order to  be clearer. 

We suggest a new point r/: "it coordinates natlonwrde the increase rn energy 
efflcrency; rt elaborates on and secures energy saving, respectively the flnanc~al 
basrs for the lrnplementatlon of programs fostering energy effrclency." 

4. In the third sub-paragraph we suggest wrrtrng "does not fulf~l l" rnstead of "IS not 
able to  fulf~l l".  

5. The deadllne for the adrnlnrstratron of matters of lrcensing and approving should be 
I~rnlted to  90 days. In other matters, particularly cases of complaint a 30 day 
deadllne for admrnlstratlve transactions should be implemented. 

11.2.4 The consultation of the lnstitutlons representrng consumer Interest IS ordered in 
the thlrd sub-paragraph. It could be understood that thrs was only necessary In t h ~ s  
certaln matter and not in others, e.g., In cases of price negotratrons. Thus we 
suggest underllnlng "rn cooperatron with the ~nstitutlons representing consumer 
interest" and to  flnd a more general regulation. 

We suggest a new paragraph 2.7: It IS concerned wrth the lnformatron of and the 
contrnuous reportrng towards the lnstltutrons representing consumer Interest. 

3. We ask to  Include explrcrtly the partrclpatlon of the rnstrtutlons representlng 
consumer Interest In the statutes of the energy supplyrng directorate. 

3 4 W e  suggest amendlng the sub-paragraph dealrng with the establrshment of 
consumers' checklng procedures to "wrth the consent of the drrectors for consumer 
protectron and for energy ~ndustry". 

6. We suggest drfferent~atrng amongst admrnrstratrve offrclals for matters of consumer 
protectron and for energy supply. 

111.1.1.3 We suggest omrttrng ~t The Secretarrat wrll organrze expert consultatrons 

We suggest lncludrng Into the paragraph dealing wlth the responsrbrlrtres of the 
Center for Energy Savrng. 

"- the preparation of the bearer's usage of alternative energy, and the securing of a 
therefore needed list of cond~tions " 

2 0 1 We suggest writing "Prepares and marntains i t" rnstead of "elaborates the 
regulat~ons concernrng consumer protectron" 



2.2.3 We suggest amending: "in whrch setting it acts for the institutions representing 
consumer interest collecting ordarned and requested information, as well as 
immediately passtng i t  on." 

We suggest a new paragraph 2 3.3: In cases of effects on a larger clrcle of 
consumers as well as in often returnrng complaints it should inform the director for 
consumer protection and energy saving specifically, and should make proposals for 
desired general arrangements dealing wrth the rncidents." 

3.1.2 We suggest amendlng: "with the consent of the divrsion for consumer protection." 

3.1.4 We suggest amendrng: "with consent of the consumers, respectrvely with the 
division for consumer protection." 

3.2.3 We suggest amendlng: "with the consent of the drvtston for consumer protection." 

3.2.5 We suggest amending: "with the consent of the consumers, respectrvely with the 
division for consumer protect~on." 

3.3.3 We suggest amending: "as well as on behalf of the institutions representing 
consumer interest." 

IV.1.2 We suggest that the head of the Center for Energy Savrng should also be 
permanent member of the council of heads of divisions. 

In the course of the planning of the Agency's structural and operational regulations we 
gathered rnformation on proposals, whlch would imply certain changes In the structure of 
the Agency. Facing this problem we agree wlth the followrng solutrons: 

- In contrast to other people's oprnton we belleve that energy savrng /energy 
efficiency/ should in any case be in the Agency's competence. Thus the Center for 
Energy Savlng has to act also on the Agency's behalf. 

- The "Subdrvrsion for Price and Frnancial Controlling" should be within the Dlvrsion 
for Consumer Protectton and Energy Savrng. We oppose that tt should be under the 
Drvrsion for Energy Supply. 

- The approbation of statutes /I11 2.2 11 IS rrghtly part of duties of the Subdtvtslon for 
Consumer Protectron. We oppose that t t  should become part of the duties of the 
Subdtvlslon for Licenses for Gas and Electricity w~thrn the Divrsron for Energy 
Supply. 

We ask you, Sir, to cons~der our suggestions In the course of further consultations 

On behalf of Pres~dent Lajos NBmeth, s~ncerely yours 

Dezso Porpaczy 
Vlce Presldent, Executive Dlrector 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L. t6r 6-8 
Telephone: 153-333311 65 Fax: 153-4069 
Banking ref. no.: MTB Rt. Regron6lts lg. [Regtonal Directorate] Budapest 180  38 141 

Reg. No.: 12011 994 
Budapest, 22 June 1994 

Ref.: Proposals for the regulations concernlng the cooperatlon between tnstitutions 
representlng the interests of consumers and suppliers 

P4l Ligeti 
Head of Divrsion 
Mrnistry for Industry and Trade 
Energy Supply Drvision 

Budapest 
II., Marglt korljt 85 

Dear Slr: 

Thank you for asklng us for our proposals concerning the Issue. 

We have some proposals concerning the establishment of a cooperatton between tnstitutrons 
representing the interests of consumers and suppliers /of electricity, gas, and later of dtstrict 
heatlngi in various steps. 

- The supplrers should open consumer offlces for the ~mmediate contact wlth the 
rndividual consumers. Some electrrcrty suppliers have already had some experrence wlth 
such offlces. Thts would have to  be regulated generally. These offrces could be Installed 
rn the gas or electrrclty supplters' managrng maintenance off~ces, In the case of drstrlct 
heating accordrng to  the supplrer's network We suggest that the already extsting 
consumer offlces in electrictty supplyrng companies could be shared wrth gas and 
dlstrict heattng suppliers with the consent of all the partres tnvolved. The consumer 
offrces should act In addition to  the adminlstratron of billing as a complaint office. It 
could further provrde experts' advtce, and informatron on jointng the servrce, network 
expansion, and energy saving. For the statutes of such an offrce the experience of the 
exlsttng offlces can be helpful 

In the case of dispute the consumer should be able to turn to the management of the 
energy supplrer The consumer office must inform the consumers about this posslbrltty. 

The managements of the supplying companies should recognize the representattves of 
the different groups of consumers, be rt accordrng to  geographrcal such as local, 
municipal, or the distrrcts' crtteria, or according to groups whrch were not formed for 
the representatlon of consumers, but can be considered as some krnd of dtstrngulshable 
consumrng enttty, such as tenants' assocratrons, professronal assocratlons fe g , 
Natronal Assoc~atron of Small Busrnesses, Natronal Assocratron of Entrepreneurs, or 
chambersf, and communal and mun~c~pal  rnstrtutrons 

Communltres should have the rrght uncondrtionally, whereas other groups of consumers 
can get informatron and negotrate as a consumer Interest group rf they have been 
previously regrstered as one wrth the suppl~er's management rncludlng the nominatton of 
administratrve personnel who has the rrght to  take declsrons for and to  legally represent 
the Interest group 



These interest groups have the r ~ g h t  to ask for clar~frcatron in matters of thew concern, 
to  negotrate, and to  f ~ n d  agreements wlth the supplylng companles' managements as 
long as the Issues are wlthln the latter's competence. The suppllers are obliged to  give 
the requested and for complete clarification necessary lnformatlon to the Commun~tles or 
the registered local Interest groups. 

If the consumers or the above described lnterest groups cannot come to  an agreement 
wlth the suppllers' management on a debated issue, they can turn with thelr complain to 
the Regional Consumer Commrttee. 

- Regional Consumer Commlttees have to  be founded according to the geographical 
situation of suppl~ers of electricity or respectrvely of gas. The presidents of the Regional 
Consumer Commlttees /RCC-sl are appointed by the president of the Hungarlan Energy 
Agency. Such an apporntment IS a full-tlme job, l~mlted to a certain time period, and 
renewable. The salary of  the president and the RCC's operattonal budget must be 
allocated from the Hungarlan Energy Agency's budget. The members of the RCC 14-6 
people1 are volunteers who recelve a certain remuneration for their work. The supplylng 
companies of the region 111-1 addltlon to the person's work In the supplylng company 
without supplementary remuneratlonl, the county /capital/, and municipal Ireg~onall  
communities wlth statutes are authorized to  send a delegate to  the RCC, as well as 
those interest groups that are registered at the Councll of lnterest Groups In the 
framework of the Hungarlan Energy Agency. 

A t  the HEA Councll of lnterest Groups those consumer lnterest groups can be registered 
whlch 

- have the expllclt objective In thelr statutes to represent the interests of energy 
consumers 

- were founded legally accordrng to  the laws on associations 

- have judlclat registratton 

- can prove wlth written material that they have been actlve for at least one year wrth 
more than 50 partlclpants in some communities accordlng to their statutes 

The HEA can deny reglstratlon only on the basis of good reasons Appeals against 
rejections are posslble to  the courts. 

The Regional Consumer Commlttees are respons~ble for the admlnlstrat~on of complaints 
and Issues taken up by the consumers or the interest groups. 

The RCC-s authority IS reg~onal concerning. 

- the just~ficat~on of financial and other cond~tlons and prices charged for jolnlng the 
network and/or for operating the network, 

- the observation of the principle of the lowest charges, the c o n t r ~ l  of the actual prlcrng 
calculat~ons, 

- the questions regarding the business statutes 11n the case of changes/, 



- the general contracts for public utility companies, as well as all the drafts of "blank 
contracts" offered to  consumers, and therr final wordlng, 

- such fundamental Investment plans and cumulatrve budgetrng on the srde of the 
licensees which exceed 2% of the Ircensee's gross revenues, 

- the qualrty of service and operatron, 

- drafts of regulating orders and actual regulating orders, 

- the reasons for and the facts of moderatrons or drscontinuance ordained by law no. 
47. § ./3/par. on electricity supply, respectively by law no. 225.11 /par. on gas supply, 

- the measuring of consumptron, the calculation and billing of the charges, 

- ~ncidents, when the supplrer did not act accordrng to laws, legal regulations or norms 
regulating the Ilcense, 

- questrons regarding different rssues of the service between the supplier and the 
consumer. 

The supplyrng companies are obliged to  cooperate wlth the Regronal Consumer Council for 
the arrangement of the debated issues -- including needed lnformatron on ~ t s  services. In 
cases when the RCC cannot flnd an arrangement, the HEA Council of lnterest Groups 
prepares the issue to  be submitted to  the HEA's president's decision. 

The president can convoke the RCC-s according to needs, but at least once quarterly. The 
cooperatron amongst the various members of the RCC IS evaluated once a year and reported 
to  the HEA Councrl of interest Groups. 

The Interest groups regrstered at the HEA are authorrzed to act also outsrde the RCC-s and 
the HEA Council of lnterest Groups: 

- in matters concernrng the wrder Interest of the consumers independent from the 
membershrp of lndrvtdual consumers, 

- represent indrvidual members on request in questions regarding supply and joining a 
network and to  look at company secrets with regard to these rssues -- respecting data 
protection --, respectrvely to have access to materral concerning these issues, but whrch 
normally IS considered a company secret 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L. ter 6-8 
Telephone: 153-333311 65 Fax  153-4069 
Bankrng ref. no . MTB Rt RegronAlrs lg. [Regronal Drrectorate] Budapest 180 38 141 

Reg No: 5911 994 
Budapest, 16 May 1994 

Ref. The proposal of the AHEC for the executrve regulatrons of the energy laws 

Dr. J6zsef Nerneth 
Vrce Head of Drvtsron 
Mrnlstry for lndustry and Trade 
Legal Drvrsron 

Budapest 
It., Margrt konlt 85 

Dear Sir. 

Followrng up on your request please frnd here the suggestrons of the Assocratron of Hungarran 
Energy Consumers for the legal executrve regulattons of lower grade concerning the laws from 
1994 no. 41 /on gas supply/ and no. 48 /on the productron, drstrrbutron, and supply of electrrcal 
energy/. 

It IS qulte important that the Mrnrstry for lndustry and Trade defines deadlines and concrete areas 
of responsibrlrty wrth detarled work plans In for the elaboratron of the legal regulatrons These 
deadlrnes and areas should be made publrc for all those economrc and professronal assocratrons, 
and rnterest groups whose cooperatron and advrce IS requested in the course of the 
establlshment of the regulation Having defrned a work plan the Mlnrstry for Industry and Trade 
should then invlte delegates of all rndustnal and screntrfic assocratrons and recogn~zed rnterest 
groups to such a workrng group. 

In our eyes, the work plan should rnclude a lrst of regulatrons and competencies untll the comrng 
rnto force of the law, respectively norms /governmental, minrsterral/ that should be negotrated at 
the same time as the law itself These should be -- accordrng to executrve regulatrons of the law 
-- the following- 

1. The establtshment of the Hungarran Energy Agency, rts structural and 
operatronal statutes, and the needed personnel's apporntment procedure 

2 The executrve decrees to the law /governmental decree/. 

3 Decrees on public utrlity companies /governmental decree1 

4 Concept of the procedure of modrfrcatrons /governmental decrees1 

5 Decrees on technrcal safety /m~nrsterral decrees/ 

6 Consent to network expansions Im~n~sterial decrees/ 

7 Calculations of network expansions /HEA/ 

8 Regulations on consumer protection /HEA/ 

9 Decrees on cooperatron wrth the consumer rnterest groups /minrsterral decreest 

10 Energy prrces, charges, conditrons for the applrcation of prices /HEN 



1 1. Business regulations /drscounts, H W .  

12. Laws on third party's property /governmental decree/. 

13. Designatron of safety zones. 

14 Decrees on environmental protection. 

The followrngs do not have to be based on laws, but need new definitrons: 

15 Regulations on educatron and training. 

17 Regulations on publrc lrghtrng 

18. Usage of energy for heating. 

19 Reparr of power factors and prevention of different disturbances. 

The above list~ng IS not only applicable for the work plan. These legal regulat~ons on energy must 
also be rncluded in the laws' executive decrees that are to be set up Besides, these regulations 
must include a 1st of the temporanly valrd regulations and norrns /also the exprratron of their 
validity/. 

Srnce an elaboration of legal regulatrons and their coming into force is almost impossible before 
the law's corning into force, the governmental decrees must rnclude this system wrth deadlines, 
and the descriptron of how the regulations will come rnto being /rncludlng the cooperatron of the 
concerned parties in the elaboratron/. 

The governmental decrees should /also/ be publrshed in the Journal of the Fvlinistry for Industry 
and Trade along the guidelines for laws After coming into force of the drfferent regulations a 
code for energy management should be published consisting of these regulations 

The Hunganan Energy Agency must be establ~shed before the coming rnto force of law no 41 

We ask by all means and attrrbute utmost ~mportance to the Issue that not only the Agency's 
structural and operational statutes, but also the Agency's presrdent IS found and determined In 
cooperation with our association, as the consumer interest group, keeping in mrnd that thrs -- 
based on and required by law -- cooperation belongs to the basic requ~rements 

We do not believe that rt is in our responsibrlity to make proposals for the establishment of the 
Hungarian Energy Agency We do however lay out our ideas along the lines of the above 
mentioned topics Thus, the Agency should have immedrately under the Director General a 
drrector for servrces rn charge of the affarrs concernrng the suppliers of gas, electrtcrty, or district 
heating, furthermore a director for consumer relations, a director for energy saving /with 
particular regards to the energy savrng's program recently accepted by the Government/, and a 
drrector for EU-relations It must be determined what type and structure the informatron should 
have that the Agency's drrector general presents once a year before Parliament It must be 
secured that more important economic and structural data on energy effic~ency is ~ncluded in this 
report 

In the Agency's operational statutes we frnd it important wrth regard to the consumer interest 
group's role to name the rnterest groups, which are the autonomously founded Association of 



Hungarran Energy Consumers wrth judicial registratron as well as the similarly founded 
Association of Prpeline Supplied Energy Consumers It would eventually be necessaly to define, 
what the criteria and legal procedures are for the recognition of consumer interest groups 

It is quite important that the governmental decree elaborates on the protection of consumer 
interest, and on the procedures of cooperation with the AHEC, respectively the APSEC, and on 
the range of data and information concerning the consumer interest The governmental decree 
should expound on financial background of interest groups representing residential and small 
consumers. 

In the governmental decree on the Agency's operational statute the points on the Agency's 
responsibility for price calculation and applicatron must be well defined This is particularly true 
for what should be considered a justified investment, the consequences of the general wording of 
55 § /2/b/ of the law on electrical energy must be put more precrsely 

The "for efficiency improvement needed and justrfied expenditure" can be understood in many 
ways It allows for instance for a lrcensed power plant's construct~on of a new bloc, before 
anybody could control, whether the same effect could not be produced on the consumer side 
The prrnc~ple of the lowest charges must also be applred to the creation and expansion of power 
plants In practice thrs means that rt can not be allowed to make an investment charging 8 
Ft/kWh as long as on the consumer slde for 4 FtIkWh not all the possibilitres for effrcrent energy 
usage have been exhausted 

The pricrng model must be well defined what is the rent, material, amortization, inventory level, 
etc 

The pricing procedure must also be regulated Every year, the suppliers should submit their 
busrness plans together wlth therr price quotations before 30 September to the Energy Agency, 
which will revise and decide upon them in cooperation with the consumer interest groups The 
pnce quotations should always be made for a calendar /fiscal/ year and the price should not 
change during the year 

The cooperation of consumers /except for the population's1 has not been regulated so far It is 
extra-ordrnarily important that the regulation includes that 

- what the price already Includes cannot be charged again 

- where there exists a free capac~ty within the network, there cannot be charges for a 
network expansron 

- the disclosure of free capacrties must be prosecuted in commercial courts 

To sum ~t up we find rt rmportant that the governmental decree should order the Hunganan 
Energy Agency to 

- really enforce the principle of the lowest charges 

- enforce the concept of the consumer ~nvolvement towards the supplrers 

- systematically evaluate and apply plans rntegratrng needs and resources 

- consider the concept of social costs Iaddrt~onal expenses health, environmental, etc 
included in the price or recuperated through taxes1 

- enforce transparency of the actlvitres of the monopolrst~c suppliers 



We suggest that the governmental decree lays out clearly the supplrers' busrness regulatlons In 
general we consrder the state responsible for supply, and state ownershrp of 51% essentral. 

The electnc~ty suppliers -- sim~larly the gas suppliers -- should be Subje~t to EU conform qualrty 
standards, furthermore In conformrty wrth life-, health-, and wealth preservrng preventatwe 
systems 

We frnd it further rmportant to clanfy In the governmental decree under whose author~ty electrical 
equipment whrch IS not subject to the law /most prominently power stations for private 
consumption and pnvate pipelrne networks1 falls In questions of Irfe-, wealth- and supply 
securrng, and whrch procedure must be applred to it. 

We ask you, Srr, to consrder the above rn the further set-up of the legal regulat~on. Our 
assoclatron stands ready to send experts to work groups where they can advrce ~nformally, 
evaluate plans, respectrvely cooperate In the elaboratron of the legal regulation rn any form. We 
ask you to take advantage of our cooperatron and thus to create regulatlons based on a large 
consent. 

Srncerely yours 

Lajos Nemeth 
President 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L. t6r 6-8 
Telephone: 153-333311 65 Fax: 153-4069 
Banking ref. no.: MTB Rt. Regrondlls lg. [Regional Drrectorate] Budapest 180  38 141 

Reg. no.: 18011 994 
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Ref.: Proposals for the draft of the mrnisterial decree on the cooperation of consumer and 
suppller interest groups 

PSI Llgetl 
Head of Dlvlsron 
Mlnistry for Industry and Trade 
Energy Supply Divisron 

Buda~est  
II., Margrt korrjt 85 

Dear Sir: 

Thank you for sending us the draft of the mrn~sterial decree on the cooperation of consumer 
and supplier Interest groups for our comments. We suggest the followrng for the draft's 
amendrng and changlng before presentrng it for final decrslon: 

1.5 .I31 We suggest changing the wordlng to: "Communrtres acting in the Interest of the 
supply of settlements with gas andlor electricity, as well as rnstltutlons wrth from 
the supplier's point of vlew common characterrstics actrng on behalf of  publrc 
interest representing national or regional groups' consumer Interests must be 
considered." 

2.5.111 We suggest to  amend the part I R  between the quotatron marks to. "-- .., on the 
basis of their reglstratlon --" 

/2/ We further suggest: "These are further 

- the preparation of proposals almrng at prrce changes 

- justrflcatlon of prices, charges, f~nanclal and other conditions for jorning the 
network and/or In context of services 

- the observatron of the prlncrple of the lowest charges 

- the questions regarding the busmess statutes 11n the case of changes/ 

- qual~ty of the servlce 

- drafts of regulat~ng orders and actual regulat~ng orders 

- the rneasurrng of consurnptlon, the calculation and b~lltng of the charges 

- The supplier IS obliged to give the requested and for complete clar~ficat~on 
necessary lnformat~on to the in paragraph 1 5 /2/- /3/  def~ned consumer interest 
groups " 



131 We suggest as a modlficatron: "In indrvrdual consumer matters the consumer interest 
group can only act on behalf of ~ t s  registered member upon their written commission 
or authorrzation. Taking a look at such correspondence can only be granted with the 
consumer's consent." 

3.9.111 We suggest as a modlficatron: "For the securing of direct contact with the 
individual consumers ..." 

121 We suggest amending: "At least consumer offrces the supplrer ..." 
We suggest a new paragraph 131: "The responsibrlity of consumer off~ces entails the 
administration of brlllng, the consumers' requests and complaints with regard to the services 
provided, and experts' advrce on joining the service, network expanston, and energy 
saving." 

I ask you, Sir, to consrder our proposals for the Impending submission for f~nal decision. 
On behalf of Pres~dent Lajos NBmeth, srncerely yours 

Dezsb PorpAczy 
V~ce President, Executrve Drrector 



ASSOCIATION OF HUNGARIAN ENERGY CONSUMERS 
1055 Budapest, Kossuth L tBr 6-8 
Telephone- 153-33331165 Fax 153-4069 
Banking ref. no: MTB Rt Regionhlls lg. [Regional D~rectorate] Budapest 180 38 141 

24011 994 Budapest, 8 September 1994 

Ref.. Observations on and proposals for the executive decrees of the law on electrical energy 
and the draft of the executive regulat~ons 

Dr. Jdzsef NBmeth 
Vice Head of Dlv~sion 
Min~stry for Industry and Trade 
Legal Divislon 

Budaoest 
V., Honved u 13/15 
1055 

Dear Sir 

Thank you for sendlng us the drafts of the executive decrees of the law on electrical energy and 
of the executive regulat~ons for our observations They together with our proposals are as 
follows: 

I. General Observations 
The legal regulat~ons concerning electrical energy are not complete yet tbuslness statutes are 
still mrss~ngl, but it is In our eyes not sure, if the lacks can be felt already. So 

- the system of legal regulations conslsts of many steps 

- overlapping and repetltron occur 

- lmmedrate issues are drstlnctly regulated in the cases of the electrical energy and gas 
supply 

- the system is inhomogenous 

- the legal regulations are hardly transparent, and not to handle without each other. 

The now debated drafts and their srmple mod~fication and amendment do not offer a good 
solutlon for these problems The implementation of the now debated drafts wrth mod~fication and 
amendment 1s necessary, because the partic~pants in the energy economy -- producers, 
supplrers, as well as consumers -- urge the announcement of the regulat~ons on publrc utrlrty 
companles and of bus~ness statutes, and thew comlng ~nto force, but we suggest for later a 
complete rethink~ng of the entrre regulatrng system In context of the above we consrder certain 
structural modrf~catrons together wrth the redressment of -- presently ex~strng -- lacks necessary. 
So, e g 

- a more detailed description of the Hungar~an Energy Agency's pnce formlng 
competence, 

- the definltron of the prrncrple of the lowest charges 

- the question of publ~c lrght~ng 



- the qualification of electnc power statrons 

- the supply of distnct heatlng 

- the requirements of the European energy charta 

- drsturbances 

Even before the modrficatron and the elaboration of a new regulating system of the law on 
electrical energy we flnd certarn important amendments to the present draft necessary The 
consumer simply does not read the law and its executive decrees, but the executive regulations 
Thus rt IS useful that the latter includes a detalled lrst of the consumer's rights So e.g , that 

- there IS no need to justrfy consumption demands by the existence of equipment, 
purchase of the latter, etc 

- one does not have to prove the equipment's quality 

- to whom can one turn wrth complarnts 

- one 1s not obliged to sign the "blank contract" 

- one has the right to choose amongst varrous tanffs 

- one can agree on half price or prrce reduction for different qualrty with the suppller 

- how and ho fast can one reduce the demand 

- can one have a look at the just~ficatron for the charges for jo~ning a service, etc 

Such an elaboratron wrll take qurte some trme Thus we could imagrne to differentlate between 
the executrve regulations and the executrve decrees 

Our other proposal, whrch would maybe only be applicable In the case of a re-wnting of the 
regulating system, IS that the executive decrees and the executive regulations are worked out In 
one document, and not as an appendlx For thrs a homogenous structure of the law on electrlcal 
energy would be necessary 

II Detailed Comments 

We suggest the addrtron of a new section to the executrve decrees wrth regard to the 2 5 of the 
law on electrlcal enerqy 

"It must be regulated through norms or professronal statutes elaborated by professronal 
rnstrtutions 

a/ the technrcal safety and the envrronmental requrrements /its creatron, revlslon, and 
operatronal requirements1 of the equrpment under the competence of the law, 

b l  the requrrements of the qualrfrcatlon of the electrrcal products /those accordrng to the 
norm, those dlfferrng from the norm, but strll fulfilling the safety standards, and further 
aiso rn the not regulated sectors1 

Minrsterral decrees are needed for therr proper applrcatron For general decrees the Mrnrstry for 
Industry and Trade should provrde the decrees, for drfferent specrfic sectors /e g , transport, 



hospitals1 the speclal ministries /e g , Ministry for Transport, Media and Construction, Ministry for 
People's Welfare/ should be charge of the respective decrees. 

Reasoning Without such decrees there IS nobody authorized to enforce e g , the regulations on 
protective measures on touchlng /MSZ 172, KL~%z/, on safety at the installatron /MSZ 1600, 
MSZ 1610, MSZ 03 40, MSZ 07 2506 for railway, MSZ 0s 5017, etc.1; not talking about those 
regulations which are presently in MSZ 1585 /but are more of preventlve nature/ 

To 11 B of the law on electrical enerav 
The Agency can give permission to public consumer associations, further to future individual 
entrties without "own consumption" that resulted from enterprise split-ups for electricity supply 
from the existlng network. 

To 44 5 of the law on electncal enemy 
The supplier cannot charge addrtional fees for jolning a network, if a new contract with the 
public utility company after the old has expired does not specify more consumption than the 
old one, or if the new holder of the serviced unit does not have hrgher demand for supply than 
the previous consumer of this unit A transferrrng fee however can be charged. 

If the location or the technical circumstances of the point where the electricity is supplied to 
change on request of the consumer, the supplier can charge fees for the execution of the 
wanted services If however such changes happen on request of the supplier /in general due to 
the supplier's network1 then the supplier has to bear these costs himself as well as costs that 
result on the consumer's side as a result of theses changes 

To 50 B of the law on electrical enerqy 
50 § / l /b specifies the breach of a contract by the supplier, ~f electrical energy IS not supplied 
in according to standard regulations or the quality defined in the contract In such a case the 
supplier IS obliged to grant a price reduction defined in the contract or in the lack of thereof in 
the business regulations. 

To 2 B 121 of the law on electncal enerqy 
We suggest to ordain that unlform methods for comparable /competitive/ controls have to be 
sanctioned by the HEA 

To 5 6 /2/ of the law on electrical enemy 
The requirements for technical plans have to be regulated until the comlng into force of the 
ministerial decree 

To 11 6 151 of the law on electrical enerqy 
The producers, distributors, and suppliers are requ~red to submit thelr busmess and operat~onal 
statutes to the Agency by 30 November 1994 

To 13 5 /2/ of the law on electncal enerqy 
We suggest a review of some of decrees It should be specified about each of them, whether 
they are in force any more or not to avold legal obscurity /e g the 411971 NIM decree/. 

We suggest the same for the regulat~ons in force between the coming Into force of the law on 
electrrcal energy 16 August 19941 and the soon rnto force coming execut~ve decree 



Pro~osals for the draft of executive reaulations 

16 
We suggest amending by a new 131: In must be part of the contract, whether the supplier 
considers publlc consumer associations or indlvidual entities split away form former larger 
enterprises as one consumer unit, or wants to deal with the consumers one on one 

2A 
I Some not~ons missing from the execut~ve regulat~ons must be def~ned e.g., equipment - 

for connecting consumers to the network and reserves, operational surpluses, available 
capacity for new consumers, surplus 

/21 We suggest amending it by a new el: In exceptional cases /e g., for railway property, 
fairs, speclal events/ the Hungarian Energy Agency can give indlvidual permissions for 
consumption different form the location's purpose 

/31 The last paragraph is not clear. Does a network supplying one consumer but measured 
separately qualify as one single or separate networks? 

/6/ It should be clanfied, what this equipment is7 It is likely that the entire consumer network 
with pipelines, switches, and safety precautions is meant, but thls is not clear form the 
law's producer-centric viewpoint. We suggest including the entire electrical mater~al 

/S/a/ Wordlng "the compliance with product-guaranteeing requirements" mentloned in the 
definition of the "operational safety capacity" makes the product responsibility refer to the 
designation of and the emphasis on certain parameters /intervals, disturbances/, and is 
as such not clearly comprehensible 

b/ We suggest amending to' "..., or for whose execution the suppller previously assumed - 
responsibility in a wntten form with the approved documentation on the plan, respectively 
a two page agreement in hls hands " 

new f l  It is necessary to determine the reserve capacity, which does not supply the own power 
plant, but only consumers and enterprises that have been lrnked up to the reserve 
network 

I101 a/ We suggest amending the second paragraph to " , but for a billrng more often then 
once a month can only be done on grounds of special agreements " 

d l  Instead of the last sentence In case of neglect of payment obligations /breach of - 
contract1 the supplied unlts can be excluded from the electrical supply network according 
to the latter's cut-off /restrictive/ schedule The consumer must be informed about the 
cut-off -- before its actual effectuation 

We ask to add in a new e l  The following cannot be cut-off form electrical energy supply 

- those consumers who perform public services and whose provrslon of these services 
would be rnhib~ted or made impossible by the cut-off, 

- those points of supply that are parts of equipment for operational, life security, and 
wealth protection /e g , llght barrier1 which need the supply of electricity 

3-L 
131 To be Inserted before the last sentence "to implement mod~ficat~ons" "exclusively form 

thls pornt of view" Amendment The time lrmlt for revision is 15 days The modification 
becomes effectlve with the consumer's consent 



!I§ 
/l/a/ We suggest instead of "requirements" "regulations based on technical and legal 

reasons. 

ZL 
/I/ It should be mentioned that consumers can make lndlvldual contracts on request 

131 We suggest amending to " . , and the supplier is responsible for the measuring of the 
supplied electrical energy, and respectively for rts billing The supplier's written consent 
is not necessary in cases, when the consumer enabled to expand settles the measuring 
and billing wlth the suppller for the supply of the sub-consumer now supplled due to the 
expansion " 

The definltlon of sub-consumers IS actually mlssing. It should be clarified, who is responsible 
for the maintenance of supply to the sub-consumer, wlth particular attentron to the ceaslng, 
respectively alteration of the main consumer's legal personality. 

5-L 
111 a/ We suggest insertrng after "the bank account data" "only wlth the consumer's consent". 

d l  We ask to define the parameters for technical quality, respectively the contract should 
mention the binding regulations or norms concerning them /respons~bility of establishing 
norms/. 

j/ We ask to amend it to " ~ f  ~t caused larger disturbances than foreseen in the bindrng 
norms IMSZ EN 605551 " 

kl Not useful in practice, and not posslble to define in advance in the splrit of the law on 
product responsrbillty Thus we suggest omittlng it 

f/ We suggest amending the "according to the period" expressron referrlng to the 
contracted capacity to "according to the period and the time of the day" Further ~t sh~u ld  
be monthly modifications possible by specifying "period" 

B - 5  
111 We ask to omit "on rndividual settlements 15"/, since there is no reason for ~t looklng at 

the circumstances In Hungary 

/21 We suggest lrstrng the norms and technical standards referrlng to thrs issue We suggest 
instead of the "applicable standard plans" "the electric~ty supply contract's ind~vldual 
specifications" 

2-5 
We suggest addlng a new 31 "The new consumer is only obllged to pay fees for expand~ng the 
ex~st~ng connect~on's capacrty and for transfers, but not a new connectrng fee " 

log 
111 We ask to amend ~t after "number of the perrod" by "and the drfferent operatronal 

parameters Iconcernrng the harmonrc current, too much voltage, protectton for touchrng 
high voltage, etc I or to ado at the end of the sentence "except, if the contract includes 
spectftcatlons differing from the above" 

I21 We ask to amend rt by "in thrs case /e g , voltage-transfer1 the consumer IS obliged to 
bear the resulting costs 



W L  
We ask to modify the 811970 N I  30INIM decree wlth the contracts on pnce agreements in 
mind 

% 
/5/ To the second sub-paragraph Due to the differences in day times and seasons ~t is not 

always realistic and ca thus not be accepted In cases of pnce changes /withrn the 
system of one reading per year/ we ask to ordarn extra-ordinary readlngs 

I71 According to our proposal the payment of the btll IS not due at its presentatton, but at the 
"payment's matunty deadlrne". 

l5-L 
/I/ We suggest omittlng rt In this form It happened not only once that 10-20 tlmes more than 

the consumptlon was charged due to administrative errors! We suggest that consumers 
in cases of their protesting the charges are oblrged to pay an amount based on the 
previous year's average untll the revision 1s completed 

178 
/I/ a/The here listed services are either not precise or not def~ned Thus therr infrln~ement - 

cannot be a breach of contract. 

b/ It should be taken into consrderatlon when finalrzrng the regulation that the consumptlon 
of reserve capacity happens in practice automatically 

/2/ Regarding the purchase of more drsadvantageous power factors the regulation of tariffs 
Includes /should rnclude/ condittons for half price Therefore we suggest omlttrng ~t from 
thls regulation 

.IEla 
121 It should be clarified, respectrvely specified In the final version 

Lh4e suggest adding a new 31, whrch refers to the perrod between the corning rnto force of the law 
on electrical energy and of the executive decree and regulations 

I ask you, Srr, to consider our suggestrons for the draft's preparation before its subm~sslon for 
final declsion 

On behalf of President Lajos Nemeth, srncerely yours 

Dezso Porpaczy 
Vrce Presrdent, Executive Drrector 



FTB -- Fogyasztdk Teruleti BizattsBga Regronal Consumer Committee [RCC] 

KlSOSZ -- Klslparosok Orszagos SzovetstSge Natronal Assocratlon of Small Businesses 

lPOSZ -- lparosok Orszdgos Szovetshge National Associatron of Entrepreneurs, 

MESZ -- Magyar Energiafogyasztdk Association of Hungarran Energy 
Szovetsege Consumers [AHECI 

MEH -- Magyar Energia Hivatal Hungarian Energy Agency IHEAI 

MSZ -- Magyar Szabvany Hungarran Norms 

MVM -- Magyar Vtllamos Miivek Hungarian Electrical Works 

NIM -- Nemzeti lpari Miniszthrium Mlnistry for State Owned Industry 

VESZ -- Vezetekes Energiafogyasztdk Association of Prpeline Supplied Energy 
Szovetsege Consumers [APSECI 

"Distrrct Heating" IS heating provided by a central power source to payrng customers in a 
glven district 
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The 

ALLIANCE 
To Save Energj 

CAPITAL DEVELOPMENT TNITIATrVE 

MISSION TO HUNGARY TO ASSESS THE POTENTIAL OF 
DEVELOPING PRIVATE SECTOR ORGANIZATIONS TO 

PROMOTE ENERGY EFFICIENCY POLICIES AND 
PROGRAMS 

Trip Report to Budapest 
June 26 - July 1,1994 

Submitted to: 
The Agency for International Development 

Bureau of Europe and New Independent States 
Office of Energy and Mastructure 

Submitted by: 
Mark Hopkins 
Seth Baruch 

The Alhance to Save Energy 
Under Subcontract wth ICF Corporation 

Introduction 

The f i a n c e  to  Save Energy, under the auspices of the Bureau for Europe and 
the New Independent States at the U S Agency for International Development, 
conducted its first visit to  Budapest, Hungary The main purpose of the visit 
was to meet with the representatlves ofMagyar Energrafogyasztok Szrvetsege 
(the Hunganan Energy Consumers Association) and to learn as much as possible 
about this o r g a m t i o n  and about the general situation in Hungary regarding the 
energy sector Mark Hopluns and Seth Baruch, both of the Alliance t o  Save 
Energy, conducted the site wslt 

During the course of the week, we met w t h  the representatives fiom MESZ, 
fiom government agencies, fiom the state utility company m, from private 



Hungarian energy companies and fiom U S energy efficiency companies The delegation 
obtained a great deal of information on the structure, membership and philosophy of 
MESZ and on the new governmental bodies that will deal with energy regulation The 
meetings with U S energy efficiency companies were held to assess their interest in 
joining MESZ and participating in the organization's activities 

Minutes of Meetings 

The following is a chronological account of the meetings that took place during the week 
of June 27 

Monday, June 27,1994 

After an initial meeting with Zoltan Varkonyi of the Office of the AID Representative, we 
attended a workshop of the Association of Energy Engineers During the workshop, the 
outgoing Minister of Industry and Trade described many of the problems in the energy 
sector facing the new government There is considerable concern in the coal industry, for 
example, because many unprofitable companies are going out of business and the threat of 
unemployment looms 

Another major issue is the problem of illegally switching heating oil for gasoline Because 
heating oil is taxed at a much lower rate than gasoline, many stations are mixing gas with 
the cheaper oil, costing the government billions of forints annually in lost tax revenue. A 
program of inspecting fbel stations is expected to make some impact 

Monday, June 27, con 't 

After the workshop, we met with Geza Homannay from a company called Gamax 
Homannay is a computer expert that currently works for Microsoft translating their 
programs into Hungarian He has also worked with David Keith of RCG/Hagler, Bailly 
Although h s  expertise is not in the energy area, he did provide us with an initial 
background on the energy situation in Hungary, informing us also of AID'S program to 
develop a market for private energy managers in Hungary 

The issue of financing projects identified by AID-trained auditors arose, and Homannay 
introduced us to the German Coal Fund, which is now used to fund energy efficiency 
projects The Fund currently has $10 million for loans that support energy efficiency 
projects at a 14 percent interest rate (about half that of commercial banks) One hundred 
projects have so far been fbnded through the program, mostly at hospitals, schools and 
industries Several Hunganan cities have had their lighting systems upgraded through the 
program The Fund does not get repaid on a performance contracting basis It is 
administered by the Hungarian Credit Bank, and we will set up a meeting with the Bank 
on our next trip 



Several people we talked to said there are problems with the German Coal Fund because 
its requirements for lending are so stringent Applications are tedious and require a large 
amount of information, which deters many companies Other potential lendees are 
worried about being in debt As a result, there is much more money than can be loaned 
for viable projects 

Homannay provided us with some basic background statistics on the energy sector in 
Hungary About 6 million barrels of oil are consumed every year, less than a third of 
which is produced domestically One quarter of the country's electricity comes fiom the 
Paks nuclear plant. Because of its dependence on foreign resources, Hungary wants to be 
attached to the energy system of Western Europe instead of relying on the former Soviet 
Union for he1 and electricity, as has traditionally been the case 

One idea to explore is potentially using Gamax's servlces to translate energy-related 
software into Hungarian The Alliance wrote a computer program called Envest to assist 
energy mangers in industrial facilities Such software could be very valuable to energy 
managers if the program were translated into Hungarian 

Tuesday, June 28 

In the morning, we met with Tamas Jaszay, the president of the Hungarian Energy 
Association (MET) Jaszay spent much time describing the Association's extensive role on 
international issues, particularly as a party to the European Energy Charter, the World 
Energy Council and the World Energy Efficiency Organization He also described the 
relationship between MESZ and MET. 

The two organizations have a close working relationship, but each has a different focus 
MET, which is four years-old, has working groups on distnct heating, on power stations, 
on financing energy projects and on energy efficiency The organization, therefore, has a 
broader agenda than MESZ which is two years-old and seeks only to represent the interest 
of energy consumers At times the interests between the two orgamzations conflict 
MET, with its representatives on district heating and on power station development, fights 
for higher energy prices MESZ, with its representat~on from the larger energy 
consumers, is generally looking to keep energy prices down MESZ has argued that 
prices should not increase because district heating and power generation systems can be 
made more efficient and therefore lower costs 

Jaszay also described the new governmental structures that will not only deal with energy 
regulations but also with public participation The primary regulatory authority will be the 
newly-established Hungarian Energy Office, which will be divlded into three separate 
sections One section wll be the licensing authority for new power stations and the other 
will prirnanly regulate and set energy prices The third section is an energy efficiency 
center that would administer and coordinate energy-savmg programs Because the 
workplan for the Energy Office is to be completed by September, specific activities have 
not yet been identified 



Public participation will be ensured by a new Public Committee Hearing that will hear 
dierent views on the construction of power stations larger than 50 megawatts In 
addition, according to Jaszay, there will be an "Interest Balancing Council," a body to be 
convened by Parliament when new energy legislation is to be debated This body is 
supposed to hear the divergent views of diierent organizations, but the details of how 
exactly this Council will hnction is not clear. In addition there is another relevant agency 
called the State Energy Safety Authority, which collects data and monitors safety 
procedures in energy production facilities 

Fmally, Jaszay described one particularly noteworthy energy efficiency project in 
Budapest. There are 100,000 apartments in the capital that are heated through a district 
heat system powered by natural gas combustion A combined World BanWEBRD loan 
will provide hancing to build a new combined heat and power plant This project will 
also install controls and replace piping, but only on the production side The plant will be 
a combined-cycle gas turbine, and General Electric won the contract 

Tue~day, June 28, con't 

In the afternoon, we held our introductory meeting with MESZ, obtaining the basic data 
on the organization The following members of MESZ participated in the meeting 

Lajos Nemeth (President) 
Dezso Porpaczy (Vice-President and Managing Director) 
AbaKadar 
Mihaly Szaniszlo 
Hanna Irnrik Szalayne 
Gezane Molnar 

MESZ has 100 members, about 40 of which are companies The rest are individual 
members Individuals are charged $5 per year for membership while companies pay a 
minimum of $100 (as of July 1, this amount was doubled) The maximum contribution 
was $1,000 -- by McDonald's, the sole foreign member of MESZ Other company 
members included the major railroad company, a cement company, a chemical company, a 
paper mill, and an oiVgas distributor There is one environmental organization and one 
small municipality in MESZ The organization's total budget is less than $10,000 per year, 
but their proposed budget of the activities they would like to undertake reaches about 
$200,000 They received a small amount of money from the government last year This 
year, however, a new law passed on fbnding responsibility from the Parliament to the 
regulatory authorities, which were unable to finance NGO programs Funding is MESZ's 
chief concern And because the tax status of non-profit organizations has not yet been 
solidified, the rights of organizations like MESZ is not clear 



The types of activities MESZ has undertaken includes sponsoring conferences and 
educational seminars The fifteen-member board of directors meets about every other 
month, and beginning in September, there will be an annual conference for al l  members 

In terms of the organization's chief policy concerns, energy prices tops the list MESZ 
understands that energy subsidies in Hungary will end, and they do not support subsidies 
to consumers What MESZ is concerned about is how the government will set energy 
prices To measure the true cost of energy, values will have to be placed on capital 
expenses for capacity built during the Communist days This value must be included into 
fitel and generation costs as well as transmission and distribution costs MESZ wants the 
process of setting energy prices to be transparent, open to the general public and subject 
to public review This wdl ensure that consumers pay an appropriate price for energy. 
Most likely, MESZ will still push for lower energy prices and question the process the 
government used for calculating "market-level" prices 

Although MESZ is concerned about keeping energy prices under control for consumers, 
the members said little to us that indicated they believed energy efficiency could be used to 
lower costs for energy consumers Yet despite the fact that energy-saving policies is not 
primary on their agenda, they kept expressing a willingness to work with the Alliance to 
develop a broader agenda that would include issues other than pricing MESZ apparently 
supports basing energy costs on a free market approach 

AAer these initial discussions, we agreed to meet on Thursday for a longer, techrucal 
meeting 

Tuesday, June 28, con 4 

Late in the afternoon, we met with a private Hungarian consultant and his American 
partner Tamas Kormany of Controll Consulting Group and Ed Corcoran have formed a 
joint-venture energy semce company called Centech, which has done some of the audits 
subsidized by AID 

Konnany discussed at length about an organization called the Quality Foundation, which 
puts together conferences, training programs and pubhcations emphasizing the idea of 
total quahty management It is a membership Foundation which includes IKEA, the 
Budapest Technical University and the Institute for Fine Art Controll is also a member 

The conversation then turned to a broader discussion on the potential and problems of 
energy efficiency in Hungary Corcoran sad the Hungarian government has not actively 
supported energy efficiency for two reasons the current tax structure does not encourage 
efficiency (there are no tax incentives for energy improvements, for example) In 
government circles, the belief is strong that efficiency will come when companies have 
more money and that little can be done until the economy grows sipficantly 



Corcoran suggested several ways in which U S federal agencies, such as the 
Export/Irnport Bank could help One is to bundle many small projects into a large single 
loan suitable for ExIm financing ExXm could be an alternative to the German Coal Fund, 
which according to Corcoran, has many problems because the application asks for 
extremely detailed information that many potential recipients are hesitant to provide. 

Corcoran suggested a middle road in which U S companies could lease energy-saving 
equipment Or projects could be done stepwise For example, if one company needs 
$20,000 in energy efficient lighting, the equipment could be installed in small stages to 
alleviate the financing hurdle Fmally, Corcoran said performance contracting has not yet 
been done in Hungary and is still not practical The problem with performance contracting 
is that it requires precise measurement of energy savings, which is impossible when the 
economy (and therefore energy use) is in such flux 

Wednesday, June 29,1994 

In the morning, we met with Simon Allen of Price Waterhouse to get a sense of the 
business and investment climate in Hungary On the general issue of energy policy, very 
little has happened in the last few years; real energy prices have not increased since 1989 
because it is such a politically-sensitive issue 

In the area of energy policy, Price Waterhouse is primarily concerned with privatization 
The government has opposed major privatization of the power industry in Hungary and 
has been especially wary of foreign investment Government authorities do not want 
foreign companies bulldig private power plants or owning a majority of utility companies 
New plans call for gas and electric utilities to be partly privatized, but the state would still 
own the majority of company shares According to Allen, the government wants Western 
expertise in making the power supply sector more financially stable, but does not want the 
West to have control 

Wednesday, June 29, con 't 

We then met with Charles Collison and Illes Elemer in the Budapest office of Honeywell 
Honeywell has been active in Hungary for some time and has managed a profitable 
business The company has been selling controls for HVAC systems, industrial facilities, 
homes and commercial buildings Honeywell has also provided services for installers Its 
products come fiom three factories in Germany, and business has grown 50 percent in the 
last year alone All products are paid for up front, Honeywell has done no performance 
contracting, but it will be explored in the fbture 

Honeywell has recently completed a contract with a small municipality about 60 miles 
south of Budapest to retrofit the district heating system Having arranged the financing 
through a local bank, the company will provlde controls for the heat generating plant and 
the pump stations as well as other technologies Honeywell will also examine the entire 



system for energy efficiency CoIlison and Elemer promised to send more information on 
this project, but even fiom their initial description, it appears to be a major success story 
that could be replicated in other district heating systems. 

After our briefkg on MESZ, Honeywell agreed to call the organization to learn more 
about it Our goal will be to encourage as many U.S energy efficiency companies as 
possible to participate in MESZ as this will i f i s e  a progressive element in the 
organization Honeywell seemed favorably disposed to the idea, and we will follow up 
during our next trip. MESZ will also likely invite Honeywell to their conference in 
September 

Wednesday, June 29, con 't 

We then met with Zoltan Lontay, Head of the Department of Energy Conservation and 
Enwonmental Technology as EGI EGI is an engineering consulting company that 
participated in the AID audit program until it was bought out by a German company. 
Founded in 1948, EGI today helps develop power stations for industrial enterprises and 
provides consulting services on district heating, environmental control and energy 
efficiency. 

G.B Wenzel, a professor who works at EGI and is a member of MESZ, was present for 
the first part of the meeting He explained that Hungary used to have an excellent 
tradition of energy efficiency because of the nation's dependence on foreign energy 
supplies. But there was no tradition of end-use energy efficiency, and consequently, no 
end-users are prepared to deal with their energy inefficiency today 

There was, however, a system during the Communist rule in which every industrial facility 
had an energy manager Up until the system began to deteriorate about a decade ago, 
energy managers were highly supervised by government authorities, and energy efficiency 
was a high priority, according to the professor. Now that system has been abolished, 
energy efficiency is no longer a concern These former energy managers today get 
together for informal gatherings, and many of them are now in MESZ 

Lontay then explained that there used to be energy rationalization programs in the 
government. In addition to DSM programs sponsored by MVM, the government 
provided loans and grants to companies to undertake energy-saving improvements The 
new government eliminated these programs, arguing that the fiee market and rationalized 
energy prices could alone make energy efficiency happen 

Lontay provided a usefbl background on the relationship between MESZ and other 
groups, particularly the Energy Club In addition, he gave a cogent analysis about the role 
MESZ can play m pushmg for energy efficiency in the government and utility sectors 

The Energy Club is a group of environmentalists that originally organized to fight the large 
Danube dam project While the Energy Club is a "greener" organization, MESZ is more 



oriented toward larger business This means the interests of the two organizations 
frequently clash EGI has provided some services to the Energy Club and to the EC- 
Energy Center. 

According to Lontay, MESZ and the Energy Club have what can be best described as a 
rivalry The Energy Club is very sophisticated in media relations, having good contacts in 
the local media MESZ is not well-versed in good publicity, but does have closer contacts 
with the government Lontay said MESZ, unlike the Energy Club, is on a government list 
of NGO's that can participate in policy-making Therefore, when a new law comes out, 
MESZ is invited into the public participation process, and the Energy Club is not As far 
as we can tell, the two groups do not interact much with each other. 

In terms of MESZ's niche, Lontay believes that the organization is both enthusiastic and 
well-connected U d k e  the Energy Club, MESZ's leaders are professionals with 
significant technical expertise MESZ could be powefil, but it needs to specifically 
incorporate energy efficiency in its agenda With their expertise, MESZ should comment 
on the decisions of the Energy Office, the group should ensure that the Office operates in 
the interest of the people and not be influenced too heavily by powefil lobbies 

In addition, Lontay said that nothmg is being done in Hungary in the area of demand-side 
management. MVM has the abihty to initiate DSM programs, but all activities stopped 
with the economic problems There are also no requirements for least cost planning in the 
new energy laws MESZ can and should influence the new government to issue decrees 
that promote these energy efficiency policies MESZ needs to show that least-cost 
planning, an idea it would clearly support, logically leads to DSM Most importantly, 
MESZ has to realize that these types of policies are in the interest of all energy consumers 

To do these activities MESZ needs a fill-time analyst that has the capability to comment 
on the dehberations within the Energy Office A staff member could, for example, do a 
cost-benefit analysis between DSM programs and a power-supply project 

Thus, according to Lontay, the two chief finctions of MESZ should be to 
Act as a watchdog to the Hungarian Energy Office 
Fight for the re-introduction of DSM programs in MVM 

Wednesday, June 29, con 't 

In the evening, we had dinner with Ian Brown, director of the EC-Energy Center The EC 
center is closely allied with the Energy Club, and Brown believed If AID were to support 
an energy NGO, it should be the Energy Club Brown said that MESZ was a holdover of 
the former Cornmu~llst days and that its leaders believed the group should be the sole 
representatives of energy consumers This means that other NGO's should not have a say 
in energy policy In addition, MESZ is an organization that represents large energy 
consumers. As such, MESZ's chief concern is to keep energy prices low, they care little 
about progressive energy policy and about energy efficiency 



Brown added that because MESZ is well-connected into the government establishment, 
the project would be worthwhile if we could change MESZ's thinking He was skeptical 
about our chances of doing that, however 

Thursday, June 30,1994 

Our morning meeting was with Miklos Poos and G A Foldvary in the Department of 
Energy Strategy of the Hungarian Ministry of Industry and Trade The focus of this 
meeting was on potential energy-saving initiatives within the Ministry and on the structure 
of the new government 

Poos and Foldvary explained that a new energy efficiency program is currently being 
developed in the Ministry Parliament directed the Department of Energy Strategy to 
design a National Energy Conservation Policy Attached is a copy of a program proposal 
written by Poos Ths  document highlights the need for a new legal framework to 
encourage energy efficiency. For example, new legislation should be developed to support 
energy-saving projects (providing tax breaks and eliminating barriers to third-party 
financing, etc), to specfi the responsibilities of different institutions (local government, 
ministries, etc), to begin better gathering of energy statistics, and to develop a $20-$50 
million energy efficiency loan fbnd The status of this plan is unclear, especially in light of 
the recent change of power in Hungary 

The rest of the meeting was devoted to discussing the changes in governmental structure 
Already mentioned was the Energy Office, which would have three sections (see p 3) 
The Energy Efficiency section of the Office would be responsible for implementing the 
above-mentioned energy-saving program Although the activities of the Office have not 
been clearly set, it is obvious from the discussions we have had that this is the main 
regulatory body wth  which MESZ will work 

Also apparent is the fact that the situation is very fluid right now Currently, the Ministry 
of Industry and Trade handles all issues related to energy But the Ministry will be 
combined with the Mirvstry of International Affairs and the National Committee for 
Technical Development into a large Ministry of Economy Ths body will have authority 
over the independent Energy Office Poos and Foldvary have little idea what will happen 
to them or thelr Department 

The two lnvlted us to speak at a conference on energy-project financing to be held in 
Budapest m the last week in September Sponsored by the European Union, the 
conference will include the major multilateral development institutions 

Thursday, June 30, con 't 



The afternoon was devoted to the longer, technical meeting with MESZ The first portion 
was devoted to going over MESZ's "wish-list" budget, its actual budget and its list of 
corporate members (see attachments) Although its total budget was about $8,220 last 
year, MESZ would like to undertake about $201,000 worth of activities MESZ has 40 
members that are not individuals The attached list has 33 because seven have not yet paid 
their dues We also discussed the structure of the organization Lajos Nemeth, from the 
Antenna Hungaria company, is MESZ's president, and there are two vice-presidents. One 
is Dezso Porpaczy of MAV (railway company), who handles the day-to-day activities of 
the group. The other is Anetal Berecz, from a chemical company There is also a 15- 
member board of directors 

After the initial data-gathering, the discussion moved into issues of concern for the 
Alliance. MESZ's interest in energy efficiency and its desire to be the sole NGO to work 
with the government 

MESZ said they supported the principles of least-cost planning and favored DSM 
initiatives We agreed to send more information on implementing these types of programs 
There was some disagreement within MESZ about how effective pushing DSM programs 
would be, some but not all are optimistic about DSM Although MESZ favored these 
energy-saving strategies, it is unclear how vigorously they would pursue them if given the 
means to do so Because energy efficiency programs are so new in Hungary, this is an 
area the Alliance will have to work particularly hard with MESZ. The Alliance has to try 
and broaden the group's thinking without making MESZ feel we are imposing our beliefs 
on them. 

Mark Hopkins also discussed the issue of sole representation He explained that in the 
United States, many different organizations participate in the policy-making process. If 
there were only one group to participate in this process, the NGO would in essence 
become an arm of the government In a developing democracy, other groups would 
emerge and criticize that NGO as being in the back pocket of the government, and the 
NGO's effectiveness would be compromised It is therefore in the interest of MESZ to 
have other groups engage in policy debate with the government The members around the 
table nodded their heads as if they understood 

When asked what could MESZ do specifically to raise money, we explained the rationale 
behind the Alliance's annual dinner invite all the major players in the energy sector to a 
fancy dinner and honor a well-known figure who has done important work in the field 
The Alliance gets significant financial support through its dinner, and there is no reason 
why MESZ could not have a similar annual hndraising event 

We also explained that it was lrnportant for any emerging NGO to have a statement of 
mission, to explain to the outside world (especially to potential members and fknders) 
what MESZ is all about We suggested that other issues be incorporated into the agenda 
and that it expand beyond the issue of energy pricing We agreed to draft an initial 



mission statement and send it to MESZ After their comment and approval, we would 
then design a brochure in both Hungarian and English for potential members 

We then discussed the next steps Nemeth said MESZ was organizing a large conference 
in September at Lake Balaton to discuss the recently-passed energy laws, the role of the 
new Energy Office and the role of MESZ AU the members and many other companies 
will be invited We agreed to have the brochure completed by the conference date 

Seth Baruch mentioned that the Alliance had been meeting with U S energy efficiency 
companies and that they might potentially be interested in joining MESZ or in participating 
in the group's activities AU members strongly supported the contribution U S companies 
could provide We then agreed that we would continue to encourage U.S businesses to 
work with MESZ We adjourned the meeting and agreed to meet again in September for 
the conference 

Thursday, June 30,1994, con't 

In the evening, we had dinner wth  Andras Morenth, a high-level official in the State 
Holding Company The most important discussion focused on the issue of privatization 
The last government was too anxious to get rid of state assets, Morenth said Selling 
assets to private buyers should be done more slowly and more rationally The government 
should do more to ensure that companies released from state control can be profitable and 
that ikture owners have the ability to run the businesses effectively Morenth hoped the 
new government would do a better job of this 

Fn'day, July 1,1994 

In the morning, we met with Mihaly Korodi, Balazs Benko and Geza Kiraly, all in the 
Public Affairs Office of Magyar Villamos Muvek (MSMJ, the state-owned utility 
company MVM sells electricity to the distribution companies, one of which is a member 
of MESZ MVM said they support the concept of DSM, but that these programs cost 
money, MVM has scarce financial resources to devote to any DSM program There are 
consequently no plans to do DSM in the near future It should be noted that Kiraly, the 
youngest person at the meeting, sad that he has been trying to push DSM and that he 
wrote a paper on the benefits of DSM, demonstrating that younger people are thinking 
more progressively He provided us with a copy of his paper 

One of the problems with MVM doing demand-srde management is that it has no direct 
contact with customers, only drstributors Some regional dlstnbution companies do have 
progressive programs, particularly in the southern part of the country The cities of Pecs 
and Szegad were mentroned 

Much of the meeting focused on energy prices Today, the average price of electricity for 
both households and industnes is about 4 6 cents/kwh It was not clear what exact costs 



were included in these price levels Kiraly did say the price takes into account the cost of 
fuel, operation, capital and distribution. Not included are profit margins for utility 
investors, some tax, and insurance The price, according to MVM, should be about 9 25 
cents/kwh Hungary has made an agreement with the World Bank to get to this level by 
1996 

Friday, July 1, con 't 

In the afternoon, we met with Peter Wohl and Valeria Tompa in the marketing and sales 
division of Tungsram. They expressed skepticism about energy efficiency promotion 
because Hungary has an excess of capacity and therefore, httle incentive to save energy 
MVM is only interested in selling power and not in reducing electricity consumption 

The company, which produces all of General Electric's compact fluorescent products and 
exports 90 percent of its goods, provided a detailed analysis to the government of how a 
CFL installation program could save tremendous amounts of energy The government 
rejected the proposal, supposedly for a lack of finds Wohl said the company will try 
again with the new government In one interesting case, however, G E frungsram is 
providing the financing to retrofit all street-lighting in Budapest Payment will come 
through the energy savings 

Although the company normally pursues its own lobbying agenda, Wohl did express 
interest in MESZ and, like Honeywell, agreed to call them to see how the two can work 
together But for the two to cooperate, MESZ would have to take positions acceptable to 
G.E./Tungsram 
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Introduction 

The Alliance to Save Energy, under the auspices of the Bureau for Europe and 
the New Independent States at the U S Agency for International Development, 
conducted its second visit to Hungary The main objective of the visit was to 
attend and address the first major conference of the Magyar E1lergrafogyasztc5k 
Szovetsigi (the Hunganan Energy Consumers Association) Other goals 
Included meeting some of MESZ's members, recruiting new members -- 
particularly energy efficiency compames -- and beglmng arrangements for the 
MESZ vlsit to the Umted States These activities will !ead to the development 
of MESZ1s pollcy agenda and strateg~c plan Mark Hophns and Seth Baruch, 
both of the Alllance to Save Energy, conducted the visit 



Before this visit, the Alliance worked wlth MESZ to draft a mssion statement for the 
organization Ths statement included discussion of MESZ's chief concern -- transparency 
in energy pncing -- but also hghlighted the importance of energy efficiency for MESZ's 
industrial members and for Hungary in general A copy of this statement, whch includes a 
membershp enrollment form, is attached 

The main event dunng this week was a conference sponsored by MESZ on all aspects of 
the new energy laws (conference agenda attached) A wide variety of people made 
presentations at the conference, including the Minister of Industry and Trade, Laszlo Pal, 
the Director of the new Hungarian Energy Office, Imre Szabo, Director of the EC-Energy 
Center, Tibor Bertok (also on the Board of MESZ) and many of the leaders of MESZ. 
The caliber of officials speaking and the number of people attending (about 130 or so) was 
quite impressive 

Alliance to Save Energy Address to Conference 

Mark Hopkins addressed the conference, and based on the discussions of the participants, 
he decided to concentrate on how utilities are regulated in the Umted States He talked 
about how states regulate utilities and how prices are set When utilities request price 
increases, many groups, including the utility, environmental organizations and groups l~ke 
MESZ, participate in the proceedings He then described the concept of least-cost 
planning and the notion that utilities do not simply sell energy but also provide servlces 
Through many of these energy management services, utilities help customers save energy 

Finally, he highlighted the distinction between energy costs and energy prices If you have 
hgh energy prices, but you are very energy efficient, in the end, your costs are lower 
This is very important for MESZ members in an environment in which costs are nsing 
For example, Japan's energyprrces are 2 5 times as hgh as in the United States, but 
because Japan is much more energy efficient than the U S , energy costs are roughly the 
same 

Separate Meetings 

Durang the course of the conference, there were three meetings wlth MESZ, one of which 
was with the Presidency or Board of MESZ Any company that joins MESZ is allowed a 
space on the board, and about 20 people attended ths  meeting 

At the first meetmg, the dlscuss~on focused on how to increase membership More 
members would help solve the key problem of find-ra~slng for MESZ activities Mark 
Hopkins said the key to attracting new members is to convince people that MESZ is in 
potentlal members' interests In addition, MESZ has to get the word out about their 
organization (the brochure should help) We also suggested that MESZ make a 
presentation to the American Chamber of Commerce m Budapest We sa~d we would 



explore this option with the AID office there and with the commercial section of the U S 
embassy 

Most of the second meeting with the MESZ Board involved a debate between the 
different members about whether or not MESZ should be the only non-governmental 
organization to participate in government decision-making Many members said MESZ 
was the only organization that represented all energy consumers and therefore should be 
the only group the government turns to for comment on energy policy Mark Hopkins 
explained that in reality, MESZ only represents large industrial energy users and that 
MESZ would not be taken as seriously if no other groups were allowed to participate in 
the decision-making process In the end, a consensus was apparently emerging that it was 
in MESZ's interest to include other voices in policy debate 

During the final meeting with Nemeth Lajos and Porpacy Deszo, the President and 
Executive Director of MESZ, we discussed the potential of MESZ designing and 
undertalung a project that would give the group more experience in policy analysis and 
that the Alliance could support One idea mentioned was an analysis of performance 
contracting in MESZ's larger industrial members Nemeth and Porpacy said there might 
be other potential projects, and they agreed to send us a list of projects they would be 
interested in doing These suggestions will give us a better sense of the direction MESZ 
wants to go 

In addition to these meetings, MESZ set up a meeting for us with Eva Weores, the 
director of the German Coal Fund at the Hunganan Credit Bank The Fund has received 
287 requests for money, of which 134 projects have been approved Seventy-four are 
complete The maxlmum loan is 50 million forints, and the average payback period is 2 5 
years The money in the fbnd is growing, right now the pot has 1 7 billion forints 

Because the status of businesses in Hungary is so uncertain, the Fund loans pnmarily to 
government entities, such as for improvements in municipal district heating systems The 
interest rate is based on risk and on the financial health of the loan recipient In any case, 
the rates are below commercial bank rates F~nally, the Fund is open to performance 
contracting, although no loans with this type of payback have come through the pipeline 

The Alliance has made an attempt to include U S -based energy efficiency comparues into 
MESZ, and sent out some information about MESZ (including the rmssion statement and 
conference program) to Honeywell, General Electric, Johnson Controls, Landis and Gyr 
and MagneTek Of these, Johnson Controls attended the conference, believing that there 
are substantial business opportumties for an organlzatlon that represents large energy 
users After attend~ng the conference, the company declded to join MESZ G E told us 
that they planned to attend, but we did not see any G E representat~ves there We will 
continue our efforts with these other compames, and hope that because Johnson Controls 
joined, other compames may follow suit We will also identi@ which of the Alllance's 
Associates have offices In Eastern Europe and specifically in Budapest 



Conclusions and Next Steps 

Although MESZ is interested in energy efficiency and incorporated these concepts into 
their mission statement, they said their chief concern at this time is to solidify their role in 
the decision-making process Once they are firmly established as an orgamzation, MESZ 
will be more willing to broaden their agenda 

Judging by the attendance and the high level of officials present at the conference, there is 
substantial interest in this orgamzation and great potential for this group to be very 
influential in energy matters If this group could thnk more about the benefits of saving 
energy, MESZ could be a powehl  force in promoting energy efficiency 

To this end, the next steps will include a visit of the MESZ leaders to the United States to 
understand 1) how the U S economy has benefited from aggressive energy efficiency, 2) 
how the Alliance has worked to promote policies that ensure energy efficiency is 
implemented, 3) how, in more general terms, the energy industry in the United States 
operates In particular, MESZ is interested in how utilities are regulated and how these 
regulatory models could be applied to the Hungarian situation 

We are now thinking about with whom MESZ should meet during their visit to 
Washngton Undoubtedly, substantial time will be devoted to meeting with Alliance staff 
to see how an established NGO hnctions In addition, meetings will be arranged with 
AID, DOE, staff people on Capitol B11, and with Alliance Associates, particularly those 
with offices in Central Europe that mght want to join MESZ We are also arranging with 
MESZ who will come and when Most likely, the trip will include four people and take 
place in the mddle of January Mark Hophns recommended that the delegation should 
include one English-speaker and at least one woman 

Finally, we have received numerous papers and statements written by MESZ between May 
and September, and we are now in process of having them translated Once this is done, 
we will have a much better idea of the issues this organization finds to be of the highest 
pnonty 
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Introduction: 
The Alliance to Save Energy, under the auspices of the Bureau of Europe and 
New Independent States at the U. S. Agency for International Development, 
conducted a mission to Prague, the Czech Repubhc. The man objechve to 
the mission was to make contact with organizations similar to the Hungarian 
Energy Consumers Association (MESZ) in the Czech Republic, with which 
the Alliance might work in the future. To this end, I met with the Czech 
Energy Managers Association, attended their annual meeting, and talked to 
the director of the Northern Bohemian Economic Association. I also attended 
and addressed the Energy Efficiency Business Week Conference sponsored by 
the SEVEn Center in Prague. Before the visit, I prepared a paper entitled 
"Expanding the Market for Energy Efficient Products Through Regional 
Initiatives" which highlighted various Alliance projects to address regional 
energy efficiency issues and organize the energy efficiency industry. 

Czech Energy Managers Association 
I attended the annual general board meeting of the Czech Energy Managers 
Association. They are organizing a conference on industrial energy efficiency 
to be held in the fall of 1996. The conference wlll include three parts: energy 
management, energy efficiency and the environment. It will include 
participation from all the countnes in the region, with each country presenting 
an overall paper on their energy situation, including pollcies and programs. 



In a later discussion with the organization president I indicated that MESZ would likely 
be interested in participating. 

The organization voted to join the World Energy Council as the Czech Republic 
representative. The group is also establishing a new regional chapter in Lipsko. It was 
decided that the new executive director of the Lipsko chapter would not be part of the 
board, but would take part in board meebngs. The director of the newly formed 
Slovak Energy Managers Association spoke and indicated he wanted a lose 
collaboration with the Czech group. 

The leadership reviewed their financial situation. They raised 354,000 Kc (about 
$35,000) and spent 254,000 during the past year, and have a 94,000 Kc balance. 
Income comes from membership dues and sponsorship of training and other events. 
Membership fees range from 3000 Kc for a firm with less than 10 employees to 
120,000 Kc for a firm with more than 5,000 employees. 

The next morning, I had a long meebng with the President of the Czech Energy 
Manager Association, Vaclav Simunek. Jaroslav Marousek, Executive Director of 
SEVEn, has strongly been encouraging me to build a relabonship with the leadership of 
the organization as he feels they are best positioned to have significant positive 
influence on government policy making over the next few years. 

The organization is two years old and is registered under the Law of Nonprofits 
(although technically its called a foundation). It is governed by a Board of Directors 
that includes representatives of industry, energy producers, government and the 
scientific community. While members express their own opinions, those opinions are 
strongly influenced by the posibon of the company for which they work. There is 
considerable disagreement between members on the energy price and regulation issues. 

Simunek said one of the biggest problems is the poor information transfer between 
government and the business community. The group is working on this problem by 
sponsoring workshops and a disseminabng a newsletter to let members know about 
what is happening. 

The organization is actively lobbying the government to "define the energy interest. " 
On November 2, 1994 the new Energy Law came into being which the organization 
helped shape. The Association initially held a seminar on the draft law in which 
members expressed thelr opinions and then formed a committee to prepare comments. 
These comments were submitted to the Economics Committee in the Parliament. 
Simunek indicated they also held about SIX meehngs with government officials to 
deliver their views. 

The new law requires that the government authorize all energy producers. It creates a 
regulatory authority for energy monopolies, establishes utility rights in relabonship to 
property owned by others and codifies state authonty in cases of energy emergencies 



Simunek was clearly very proud that his organization was able to influence specific 
provisions in the law, although they were not able to get retal wheeling provisions 
included, which is universally favored by industry. Another energy law is being 
prepared and is expected to pass next year. The Ministry of Industry and Trade has 
recently asked the organization to prepare a paper on the type of energy management 
principles that should be followed. 

Mr. Simunek indicated that his organization would very much like to create a 
relationship with the Alliance. He was especially interested in improving his 
organization's ability to influence policy, communicate with stakeholders and raise 
money to support their work. 

Northern Bohemia Economic Association 
Seth Baruch and I had spent several weeks prior to my trip trying to contact and set a 
meeting date with the Zdenek Krivsky, Executive Director of the Northern Bohemian 
Economic Associabon, through Jan Pisko in the Czech AID Mission Office. Just 
before I left on my flight to Prague on Friday, Pisko indicated he had not been able to 
contact them yet, but that he would keep trying and I should call him on the Monday. 
It wasn't until Wednesday that Jan linked me up with Krivsky on the phone (Krivsky 
was at a conference in another Czech city). Because of his conference obligation and 
my travel schedule we could not arrange a time to get together. We did have a 
discussion about our two organizations and he indicated he would very much like to 
develop a partnership with the Alliance. He did say the Association was doing many 
energy efficiency projects, some of which were supported by AID. We agreed to get 
together on my next trip to Prague. 

Based on the information we have so far on NBEA, ~t appears the Associabon is quite 
different from MESZ. NBEA, which has more than 30 dues-paying members, is not 
solely a consumers organization; its mandate is to assist companies in that region of the 
country make the translbon to a market economy, and its members include energy 
producers (lignite coal mines, power generatmg stations) as well as large energy 
consumers (chemical, glass, textiles and beer companies). NBEA's secondary 
objective is to make these industnes more environmentally-sound. It appears that 
NBEA is focused on serving its members, whereas the Czech Energy Managers 
Association and MESZ also want to work with the government on promoting energy 
efficiency policies and programs. It should be said, however, that NBEA has lobbied 
the Economic and Social Councll of the Czech Republic to adopt new business and 
environmental laws. 

We have been trying -- so far unsuccessfully -- to contact Knvsky and obmn as much 
updated information as we can over the phone. 

The Czech AID Mission 
I meet and spoke to the Director of the AID mlssion in the Czech Republic, James 
Bednar. I explaned our project with MESZ in Hungary and indicated our interest in 



identifying organizations in the Czech Republic that could benefit from a similar 
relabonship. He became more receptive to the project once I assured him we were 
seeking only the mission's assistance, not its money. I explained my desire to 
investigate working wlth the Northern Bohemia Economic Association. Bednar 
indicated he did not think that organization would be appropriate, but he would have 
his staff help us as they could. 

SEVEn Conference 
The SEVEn Conference was visibly larger than last year, with a much larger trade 
show of products and services. The opening session included presentations by among 
others, AID and the European Union representatives. Comments from the floor were 
generally very praising of AID'S efforts and quite negative about the EU's program. 

I participated on a panel entitled Energy Concepts for Cities and Regions. My panel 
included presentations from the Czech AID office, NOVEM in the Netherlands, and 
the Czech State Environmental Fund. 

The AID presentation was well received and innovative. They described a new AID 
program called MUFUS to provide low-cost financing for municipal improvement 
project. MUFUS, which in essence is a revolving loan fund, will be capitalized by 
raising money on Wall Street. AID (U.S. government) is providing a guarantee to 
investors, while the Czech government is providing a guarantee to the U.S. 
government. The money flows from Wall Street to MUFUS which then lends it to 
eligible commercial banks who provide loans to qualified local government agencies. 
MUFUS is training the in-country commercial banks in how to assess the quality of 
local government proposals. Energy efficiency projects , such as district heating or 
street lighting improvements are ehgible ackvities under this program. If successful, 
this could be a great model to expand throughout Central Europe. 

I addressed the conference based on my paper enbtled "Expanding the Market for 
Energy Efficient Products Through Regional Initiatives." I presented information 
about five regional energy efficiency projects the Alliance is doing in the United States, 
including our project in the Northeast to expand energy efficient product exports, in the 
Washington D.C./Baltimore area promoting energy effic~ent lighting, in the Mid- 
Atlantic region promobng the use of alternative fuel vehicles, in the Pacific Northwest 
organizing a regional energy efficiency industry trade association and in the Southeast 
linlung the energy efficiency industry to other exlsting programs. I also used the 
presentation as an opportunity to point out the lack of energy efficiency industry trade 
associahon and the need to develop such organizations in the region. 

Dunng the Conference, I had discussions with vanous people about our work with 
MESZ. Shirley and Jim Hanson, for example, were very positive about the potentla1 
for MESZ to move performance contract~ng forward. They had met with MESZ and 
pointed out the Alliance is havlng a significant impact; dunng their meeting, MESZ 
never brought up the idea of resisting energy pnce nses, but rather discussed how their 
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members could become more energy efficient. I also spoke at length with Zolton 
Lontay of EGI, the engineering company in Budapest. He said that MESZ is beginning 
to become a real player in the energy policy scene in Hungary and is increasingly 
focused on promoting energy efficiency. Zolton presented a paper on performance 
contracting. 

Developing an Association in Poland 

Seth Baruch recently contacted Slawomir Pasierb, the director of the Polish Foundation 
for Energy Efficiency (FEWE). Pasierb sad that currently, there are no national 
associations of industrial energy managers similar to MESZ or the Czech Energy 
Managers Association, but that he was trying to start one. He has had discussions with 
some energy managers about organizing an association, and the idea has generally been 
well-received. So far, however, there have been only discussions. Pasierb feels a 
Polish energy managers association would be an excellent partner for both FEWE and 
the utility. He added he was very interested in meeting with the Alliance on our next 
visit to see how such an organization can be created and structured. We sent him some 
information and agreed to keep in close contact. 

Next Steps 

The trip of the MESZ delegation to the United States was a great success. We 
discussed policies the organization wants to try and implement and specific projects to 
further the goal of increasing energy efficiency. These documents are included. In 
brief, the next steps are to: 

Hold a workshop on how to meter and verify the savings from demand-side 
management programs (a subject the MESZ delegation felt would be extremely 
valuable). This workshop would include representatives from the Energy Office, 
MVM and the MESZ membership. MESZ agreed to help arrange the logistics. 

Complete the following deliverables: an expanded organizational brochure for 
MESZ; a final version of the organizational analysis; a strategic and fundraising 
plan; and an agenda for energy efficiency projects and policies (much of that 
information is included). After the trip, the MESZ delegation agreed to think about 
other policy goals they have and send us that informahon. 

On the next tnp, tentatively scheduled for early-March, visit with Slawomir Pasierb 
in Poland and with the Northern Bohemian Economic Associahon in the Czech 
Republic and complete an analysis of these potential projects. 

Discuss with AID the potential for future work with MESZ and other NGO's. 
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Introduction 

The Alliance to  Save Energy, under the auspices of the Bureau for Europe and 
the New Independent States at the U S Agency for International Development, 
conducted its thrd visit to Hungary The main objective of the vlsit was to hold 
a workshop for MESZ members and Hungary's major energy supply companies 
on evaluating demand-side management programs The second actiwty was to 
attend the second major conference of the Magyar Energzafogyaszfbk 
Szovefskgk (the Hunganan Energy Consumers Association). Dunng both of 
these events, the Alliance worked wrth MESZ on a variety of issues, including 
hrther development of the policy agenda and strategic plan Included in this 
report is an evaluation of the workshop and a bnefing on the results and findings 
dunng the entire trip Seth Baruch of the Alliance, and Harry IvhsuneIlo, an 
independent engineering consultant, conducted the site visit 



Workshop on DSM Metering and Evaluation 

Workshop Contents and Participants: Appendix I has the agenda for the workshop, as 
well as the list of the 65 participants The workshop attendees included four 
representatives of MVM Rt , two officials from the Hungarian Energy Office, 21 people 
from the six regional distribution compames and 17 representatives from large industrial 
and commercial enterprises (these were MESZ members) 

The workshop provided an introduction to the technologies involved in measuring energy 
use (mostly data loggers and computer software) as well as how best to do project 
evaluation (project plamng, team organization, etc ) Misuriello described available 
methods of developing load shapes and estimating energy savings from end-use equipment 
obtained through DSM programs The last session focused on four case studies for 
evaluating the success of energy efficiency projects, the case studies were on lightmng, 
motors, HVAC equipment and load control (particularly "ripple control" programs for 
thermal storage) Finally, there was discussion on the policy ramifications of DSM 
metenng and verification, particularly how Public Service Commissions in the Uruted 
States have used evaluations of successhl DSM programs to require utilities to invest m 
DSM 

Workshop Evaluation and Prospects for Setting Up DSM Programs in Hungary: A 
representative of the General Director of MVM opened the workshop by saying that in the 
near fbture, energy consumption will rise in Hungary, and that demand-side management 
will be an important component in the effort to reduce energy intensity The official added 
that DSM was very much in the interest of energy consumers 

After the workshop, interviews with several of the participants indicated that the 
workshop was considered very helpfbl and informative The sessions dealt with a specific 
problem in Hungary although people support the concepts and goals of DSM, without the 
methods of evaluating the programs and measuring the savings, developing the will to 
invest in such programs is much more difficult It was crucial to have the involvement of 
the energy suppliers -- MVM and the distribution companies -- which would llkely invest 
in fbture DSM programs Also important was the participation of large energy 
consumers, which as a group, can continue to push for DSM programs The leaders of 
MESZ have promised to do ths  MESZ will work wth the Hungarian Energy Office to 
encourage the utilities to undertake DSM activities In addition, according to MESZ 
board member Tibor Bertok, lndustnal energy managers can set up their own energy 
efficiency projects, and the evaluation methods discussed in the workshop will be 
important in accelerating the implementation of these efforts 

Perhaps the programs of most interest to MYM and the distribution companies are those 
which provide load control, particularly "ripple control" programs that shut down 
appliances by a utility-sent signal when energy demand reaches a certain level Motors 
programs are hgh on the agenda of industrial energy-users 



During the MESZ conference (which had about 100 people attending), Bertok gave a 
presentation on the status of DSMLeast Cost Plamng and how a national DSM program 
could work He noted that the new laws on Gas and Electricity Supply specifically state 
that energy will be provided at the least cost, therefore setting a clear mandate for the 
suppliers to do integrated resource plamng 

A national DSM initiative would require the privatization of the distribution companies, 
which is supposed to happen in the next year Energy tariffs must cover the costs, so 
energy suppliers can make a profit These tmffs should also be structured to influence 
behavior and promote load control A DSM imtiative should be a cooperative effort 
between MVM and the distributors, in which both do assessments of hture demand and of 
efficiency potential in production, transmission and end-use MVM and each distribution 
company would essentially do its own XRP If a real DSM program is implemented, the 
costs should be shared by MVM and the distribution companies, and the program should 
be regulated by the Energy Office 

Because Hungary has an excess of electricity, there is little incentive to invest in DSM at 
the moment Yet energy demand has stopped decreasing and flattened out, and all 
forecasts show energy demand will rise dramatically in the next five years Thus, 
according to Bertok, the need for DSM will exist in the medium term (about one or two 
years), and it is therefore important to start planning these programs now 

The workshop -- with its participants from the Energy Office, MVM and the distribution 
companies -- was a good first step It is important to note, however, that the seminar was 
fairly general, covering a range of topics in metering and venfication From conversations 
with participants, it 1s clear that if there were a broad-ranged DSM technical assistance 
effort, more focused workshops would be useful Among these focused topics are a 
workshop on a particular end-use, such as motors or lighting programs and/or on a 
particular end-user, such as a specific industry or muuc~pality, etc Several participants 
said that while people in Hungary are well-educated on the benefits of eEsient lighting, 
the need exists for training on motors programs 

If Hungary imtiated a large-scale DSM program, MESZ would be a substantial resource 
to tap Most importantly, MESZ can push the government, through its various channels 
(hke the Interest Group Council) and contacts, to implement DSM programs 
Additionally, the Association can play a key role in educating consumers about the 
existence and benefits of DSM programs A significant problem with DSM in the United 
States is that consumers are simply not aware of them 

MESZ Conference 

The second MESZ conference had about as many people as the first one last September 
During the conference, many issues arose wh~ch are highlighted below 



Policy and Program Agenda: The MESZ Policy Agenda has been outlined in previous 
reports In addition to their policy goals, MESZ's agenda includes projects that could be 
fbnded with support either fiom U S AID or private foundations Two of the items are 
priorities for MESZ now One is the establishment of a fund to support student theses 
that contribute to the body of knowledge on energy efficiency in Hungary During the 
MESZ Conference, I met a MESZ member named Ernil Vetesi, a professor at the 
Budapest Technical University who would likely run such a program Under this 
proposal, students would be able to apply for support of research and development 
act~vities in the field of energy efficiency and environmental protection Dr Vetesi 
provided me with more information on the proposal The MESZ leaders (particularly 
President Lajos Nemeth and Executive Director Dezso Porpacy) said that this item was 
one of the Association's highest priorities because it would promote energy efficiency, 
particularly among younger people, and because such a program would help MESZ reach 
out to the academic comrnuruty 

The Interest Group Counczl: The second major priority for MESZ is the further 
development of the Interest Group Council, a group of 27 organizations (including 
suppliers, MVM, the Energy Office and consumer advocates) that MESZ helped establish 
MESZ is seelung to make the Council more than an advisory group, as it is now, and to 
create a formal institutionalized structure based on the public service commissions in the 
United States The MESZ leaders are eager to bring representatives fiom the three sides 
(supplier, consumer and regulator) to the United States for a study tour on utility 
regulation in the U S According to MESZ, this trip would greatly help Hungary as it 
develops a utility regulation system 

On May 17, the second meeting of the Interest Group Council took place Three major 
issues were discussed 

Consumer Complaints: The Hungarian Energy Office has a department to hear 
consumer complaints, Gyorke Bela, the head of this division, described a new method 
of filing complaints, whch generally won praise fiom the Council members present 

Licensing Procedures: The Energy Office is tasked with grving licenses to the energy 
supply companies, and much of the meeting involved the proposed process for issuing 
licenses The consumer groups opposed certain provisions, and the Energy Office 
offered to revlse the proposal It is important to note that the Energy Office does not 
have to listen to the Council, but under law it must provide an explanation as to why it 
is not taking into consideration the complaints of the Council 

Future Issues: The thlrd issue discussed was what other issues the Council can and 
will discuss in the fbture These include gas supplier licensing, energy tanffs and to a 
lesser extent, energy efficiency issues The next Council meeting will take place in 
July 



Developing Closer Ties to fhe Energy Suppliers: 

In addition to givlng a high prionty to the Interest Group Council, MESZ has made a 
major push to work as cooperatively as possible with the energy suppliers The major 
energy suppliers (MVM and the six distribution companies) participated in the DSM 
workshop, and two of the distribution companies spoke at the MESZ conference The 
MESZ leaders explained that in order to best represent the interest of the consumers, it is 
important to have good relations with the energy suppliers, many of which have clearly 
become more involved in MESZ activities MESZ also provides a forum in whch the 
suppliers can inform the consumers about recent events and vice versa. 

The Budapest distributor, Budapesti Elektomos Muvek, gave a lengthy presentation on 
the servlces it offers to its customers, highlighting the recent opening of an information 
office Many people criticized the company, particularly for doing too little on educating 
citizens on energy efficiency 

Other Highlights: 

Awards Dinner: Based on the model of the Alliance Awards Dinner, MESZ will hold 
its first annual ball in February and will give an award to the best energy supplier The 
Alhance will send information regarding our selection process for selecting award 
recipients, etc and offer suggestions of other possible awards This dinner will an 
important component in MESZ's hndraising strategy 

Expanded Brochure The Alliance drafted an expanded organizational brochure for 
MESZ that includes the list of members, accomplishments, future goals, etc Thls text, 
which is designed to resemble a simple annual report, is attached MESZ said they will 
publish the brochure with their own resources and with help fiom the MVM 
publications office 

Privatization One of the most contentious issues in Hungary today is the 
privatization of the energy sector kght  now, the government plans to privatize the 
distribution compames and most of the energy generation facilities except the Paks 
Nuclear Plant MESZ's position is that the energy sector is a natural monopoly and 
that 5 1 percent of MVM should be held by the government, the rest could be bought 
by pnvatelforeign investors It is not clear how much influence MESZ will have on 
this debate 

Conclusion: The MESZ General Assembly and the Strategic Plan 

In meeting wth  the MESZ leaders, I went over the draft strategic plan, described the 
importance of developing a strategic plan and highlighted the Alliance's own plan MESZ 
leaders explained that such a process was necessary because up until a few years ago, the 



only the central government did planning Now it is necessary for new NGO's to devise 
their own plan for how they will succeed in this new environment The MESZ leaders 
agreed to review the draft plan, amend it or even replace it with something completely 
their own In any case, the plan will be reviewed and finalized dunng the June conference 

On May 30, MESZ will hold its annual General Assembly, an event akin to a Board of 
Director's meeting but for the entire membership During the Assembly, Lajos Nemeth 
will give a report of the past year's activities as well as a plan for the next year He agreed 
to supply us with both documents when they are available, and it is likely that this next- 
year workplan can mark the beginning of a longer-term strategic plan 

MESZ has come a long way since its establishment The group has become a significant 
player in energy policy, has much higher membership and financial resources, is more 
firmly rooted with its mission statement, and is much more concerned about energy 
efficiency and its benefits to the consumer than it was previously 

But developing a longer-term strategy will be very important for MESZ Up to this point, 
the group has done little strategic planning MESZ is still concerned about solidifjring its 
position in the establishment, as well as the general strengthening of the Interest Group 
Council MESZ comments on any decree or regulation issues but has done little to initiate 
policies (the creation of the Interest Group Council is a notable exception) In general, 
MESZ is still very reactive and not particularly proactive For MESZ to push more 
aggressively for new policies will require a clear vision for the future as outlined in a 
strategic plan 



Training Course Agenda: 
Field Measurements for DSM lmpact Evaluation 

Harry Misur~ello, Instructor 
Budapest, Hungary, May 10-1 1, 1995 

Wednesday, May 10 

Afternoon Session (2:OOpm-5:OOpm) - Field Mon~toring Overview 

Purpose to rntroduce fleld rnonitor~ng concepts for DSM program evaluatlon Thls first session will 
address practical project planning, rmplementation and data quallty control. Field measurenent 
hardware will be rev~ewed, wrth a d~scussion of new products and their data reporting formats 
Innovative uses of field measurement methods will be presented Polrcy consrderatrons related to freld 
measurement programs will be discussed 

rn Policy considerat~ons for field measurements 
a Work flow and team organizat~on 
a On-site measurement plans 
rn Equipment rnstallatlon and decommissionrng 
rn Data qualrty control 
a Measurement product select~on and review 

Exercise #I Project planning and lmplementatron pr~orities 
Exerclse #2 Data quality control problem identrflcatron and correction 

Thursday, May 11 

Morning Sess~on (9:OOam-Noon) - lmpact Estimation Procedures 

Purpose to descrrbe available methods of developing load shapes and estrmatlng on-srte DSM Impacts 
of end-use equipment This second session will provlde an overview of measurement protocols, with a 
focus on accepted industry procedures Emphasis w~ll be on analysis of lighting, motors and HVAC 
equipment Load control strategies (e g , "npple control") will be addressed 

Concepts, applcatlons, issues and terminology 
B EPRl DSM Impact Evaluation Monitoring Handbook 
rn NAESCO Standard for Measurement of Energy Savings for Electrlc Utllrty DSM Projects 

Simplified fleld monrtor~ng protocols 

Exercise # 3 Categorization of DSM measures to analyze monrtoflng requirements 

Afternoon Session (2:Wpm-4:00pm) - impact Est~mation Case Study 

Purpose To demonstrate a worked-through example of DSM lmpact evaluatlon This last session will 
apply concepts and calculation methods from previous sessions in a complete case study The case 
study will address llghting retrofits and include the following elements 

m Preparing a practrcal srte measurement plan and using field data collection forms 
Preparation of tlme-series data for pre-and-post-retrofrt electrical usage 
Performing impact estimation calculat~ons using measured data 


