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AGENDA 

TUESDAY, MAY 26,1998 

7 00 p m Regstration and welcoming reception 

WEDNESDAY, MAY 27,1998 

8 30 a rn Registration 

9 00 a m OPENING SESSION 

Congress Hall, Hotel Forum 

Banketova Sala, Hotel Kjgev 

Banketova Sala, Hotel Kjyev 

9 0 0 a m  Welcoming Remarks -- Andres Doernberg, U S Agency for Internat~onal Development 
Josef Urmin, D~rector, Dept of Energy Pol~cy and Regulation, 

Mlmstry of Economy of the Slovak Republ~c 

9 1 5 a m  Roundtable Overview -- Roger Gnffn, Bechtel 

Self-introduction of all attendees 

CENTREL COUNTRY POWER SECTOR STATUS REPORTS 

Slovalua -- Ondrej Studenec, M~mstry of Economy 

Hungary -- Arpad Vajdov~ch, Hunganan Energy Office 

Czech Republic -- Josef Bubemk, M~mstry of Industry and Trade 

Poland - Boguslaw Zaleslu, Energy Regulatory Authonty 

BREAK 

EU HARMONIZATION 

EU Requ~rements 
Bruno Fetel~an, DG XVII, European Comrn~ss~on 

LUNCH Dzrectly outszde Banketova Sala 

EU HARMONIZATION (Cont ) Banketova Sala 

How Portugal is Complying with New EU Requirements 
Jorge Vasconcelos, Chairman, ERSE, Portugal 

How Hungary is Evaluating and Complying with EU Requirements 
Arpad Vajdov~ch, Advisor, Hunganan Energy Office 

BREAK 



4 0 0 p m  Panel D~scuss~on of EU Harmonlzahon Issues for CENTREL Countr~es 

Russ Brown, Bechtel, Facilitator 
Bruno Fetelian, EC 
Jorge Vasconcelos, ERSE 
Arpad Vajdovlch, HE0 

5 0 0 p m  General D~scusslon 

5 30 p m DAY 1 ADJOURNS 

THURSDAY, MAY 28,1998 

9 00 a m REPORT OF CENTREL WORKING GROUP ON 
ELECTRICITY MARKET HARMONIZATION 

Banketova Sala 

Worlung Group Report -- Enk Schmidt, CEZ, Charman of Worlung Group 
and representatives fiom Poland, Hungary, and SIovak~a 

D~scuss~on 

9 45 a m LICENSING 

Legal and Techn~cal Aspects -- John Gulliver, Attorney, Pierce Atwood 
Commentary on Regulatory Aspects -- Karl McDermott, Illinols Commerce 

Comrn~sslon 
D~scuss~on 

11 0 0 a m  BREAK 

11 30 a m  PRICING 

Tar~ffs and Cost Recovery Approaches -- C h s  Turner, Poland Project Manager, 
Bechtel 

D~scuss~on 

1 2 3 0 p m  LUNCH DrrectIy outslde Banketova Sala 

2  00 p m  ELECTRICITY CONTRACTING 
SaIa 

Banketova 

Legal and Techn~cal Aspects -- John Gulhver, Attorney, Pierce Atwood 
Commentary on Regulatory Aspects -- Karl McDermott, Illinols Commerce 

C o m s s i o n  
D~scuss~on 

3 3 0 p m  BREAK 

4 00 p m STRANDED COSTS 

Presentation -- Karl McDermott, Illinois Commerce Cornrn~ssion 
Commentary -- John Gulhver, Attorney, Pierce Atwood 



f FRIDAY, MAY 29.1998 

9 00 a  m  PANEL DISCUSSIONS OF KEY ISSUES 

9 0 0 a m  Panel 1 -- Russ Brown, Facil~tator 

1 0 0 0 a m  Queshons and Answers 

1 0 1 5 a m  BREAK 

1 1 0 4 5 a m  Panel 2 -- Howard Menaker, Facilitator 

General Dlscuss~on 

1 2 3 0 p m  LUNCH 

Bankerova Sala 

Drrectly outszde Banketova Sala 
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SPEAKERS 

John W. Gulliver 

Mr Gulliver is a partner in the law firm of Plerce, Atwood, headquartered in Portland, Mane He 
is a graduate of Yale University (B A , 1974) summa cum laude, and of Yale Law School (J D , 
1977) He was an Assistant in Instruction at the Yale Law School from 1976-1 977 and a Law 
Clerk to the U S Distnct Court Judge Edrnund T Gignoux 

For many years, Mr Gulliver worked wth  a vanety of cllents before the Federal Energy 
Regulatory Commission, the U S Department of Energy, and state publlc utility commissions 
He assisted in establishing policies and regulations related to restructmng and competition in the 
electnc industry, the IPP industry, transmission access and wheeling, and other proceedings 
pertaining to the generation, transmission, importation, distribution and pncing of electnc 
energy 

Mr Gulliver has been involved m all aspects of energy project development, including financing, 
power contract negotiations, permitting and licensing activities He participated in 
approximately 100 non-utility power projects and associated power purchase agreements Mr 
Gulliver acted as an arbitrator in IPP-utility power purchase agreement disputes, and served as 
lead counsel in connection mth the restructmng and refinancing of several large independent 
power projects 

Mr Gulliver is actively involved in restructmng U S utilities and with large industrial 
customers, to prepare for a more competitive electnc sector Currently, Mr Gulliver is involved 
m overseas projects, including Latin Amenca and Central and Eastern Europe He heads the 
legal team as part of a major USAID consulting program to restructure, refinance and pnvatize 
the energy sectors in approximately ten Central and East European and Baltic countnes 

Mr Gulliver is the author of several artlcles and papers on electric power restructmng and 
regulation and is a member of the Amencan Bar Association, the Edison Electnc Institute Legal 
Committee, the Federal Energy Bar Association and other professional organizations for energy 
and utility practitioners Most recently he authored "Central and Eastern Europe -- Restructuring 
Electnc Utilities The Issues Facing Investors," wlth DePinto, D , Petroleum Economist, World 
Power Yearbook, 1996 Mr Gulliver is l~sted in The Best Lawvers in Amenca and has achieved 
the highest professional rating awarded by Martindale-Hubbell Law Directory He is fluent in 
English and French 
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Karl A. McDermott 

Mr McDermott served as a Commissioner wth  the Illinois Commerce Commission for six years 
followng h s  appointment to the Commission by Governor Edgar on Apnl 1, 1992 
Commissioner McDermott served on the Comm~ss~on's Telecommumcations, Electnc, Natural 
Gas, and Transportation Policy Committees Also, he was the Chairman of the Environmental 
Subcommittee of the National Association of Regulatory Utility Commissioners (NARUC) 
Energy Resources and Environmental Committee 

Prior to joimng the Commission, Mr McDermott was the President and Chaman of the Board 
of the Center for Regulatory Studies (CRS) Currently, he serves as a board member at the 
Institute for Regulatory Policy Studies (formerly CRS) Dwng lus tenure at the CRS, Mr 
McDermott was also a lecturer at Illinols State Umverslty and a Research Scientist wth Argonne 
National Laboratory He was a consultant to the Governor's Sunset Task Force on Utility 
Regulatory Reform for the Illlnois Department of Energy and Natural Resources Pnor to this 
assignment, Mr McDermott was employed by the Illinois Commerce Commission in the Policy 
Analysis and Research Division Early in his career, he was a Semor Research Associate at the 
National Regulatory Research Institute 

Mr McDermott has a B A m Economics from Indiana Umversity of Pennsylvama, an M A in 
Public Utility Economics fiom the Umversity of Wyoming and a Ph D in Economics from the 
University of Illinois 

J o r ~ e  Vasconcelos 

Mr Vasconcelos IS President of the Regulating Body of the Electnc Sector (ERSE) of Portugal 

He was named to lus current position ln 1997 after servlng as President of the First Commission 
of the Regulating Body of the Electnc Sector since 1996 From 1989 to 1996, he was Ass~stant 
Secretary General of EURELECTRIC, the European association of comparues fiom the electncal 
sector, where he was in charge of the coordination and development of activities related to the 
Internal market of electncity, trans-European networks, cooperation with electric companies in 
non-Community countnes, and energy policy In this capacity he authored numerous reports 
concerning the electnc sectors in the European Umon and in the Umted States and on the 
application of Community directives, and made numerous business visits to the Unlted States, to 
Central and Eastern European countnes and to the Commonwealth of Independent States 

From 1986 to 1989 he was in charge of program development for the dynamic simulation of 
systems in the electncal networks department of AEG (Frankfurt) and was responsible for 
introducing software engineenng into the department 

Mr Vasconcelos has a degree in Power Systems Engineenng from Porto Umversity in Portugal 
and received his Doktor-Ingenieur (Doctorate) from the Erlangen-Nuremberg Umversity in 
Germany HIS thesis was on "Application of multi-processors to the simulation of transitory 
phenomena in electrical systems" 

He is a member of the orgaruzlng committees of vmous international conferences and is on 
supervisory committees of projects related to the interconnection of the Western European 
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network with the Central and Eastern European networks He is the author of one book and 20 
scientific art~cles He is a member of IEEE WSA) and VDI (Germany) He is fluent m Italian, 
German, English and French 

Bruno Fetelian 

Mr Fetelian serves with Directorate General XVII, Energy, of the European Commission in Brussels 
as official in charge of relat~ons wth  th~rd countnes for the power sector In particular, he is 
responsible for follow-up of the EU technical assistance programmes to the Central and Eastern 
European countnes and to the Commonwealth of Independent States He has served m h s  capacity 
since 1996 

Pnor to joining DG XVII, he worked in the marketing department of General Electric's Plastics 
Division in the Netherlands in charge of product lme development for 'Sil~cone Heat Cured 
Elastomers' He also worked for Dow Cormng m Belgium as a project engineer and as a production 
supervisor 

Mr Fetelian has a MSc degree m Engmeenng (electro-mechanics) from the University of Brussels 
and a Masters in Business Adrnimstration from INSEAD, Fontainebleau He is a native of Belgium 

Christopher Turner 
Mr Turner is currently on assignment in Warsaw, Poland as the Bechtel Project Manager for 
Poland and Resident Advisor to the Government of Poland on regulatory reform and energy 
restructuring issues As part of Bechtel Consulting's contract w~th  the US Agency for 
International Development (USAID), Mr Turner manages a group of experts that provides 
analyses and day to day advice on energy policies and the development and implementation of 
the new energy law and the resulting regulatory agency, develops implementing leg~slation and 
tariffs for the energy sector, prepares distribution and generation companies for privatization, 
provides management consulting and develops and implements management train~ng programs, 
and participates in other key areas of involvement 

Mr Turner has over 30 years of expenence as a consultant and as an executive at a major electnc 
and gas util~ty He 1s an expert in energy and regulatory policy and practices, with extensive 
involvement in utility marketmg and ratemalung He has provided a broad range of consultmg 
services to utilit~es, major end-users and governmental agencies, and has testified on numerous 
occasions for a vanety of clients He has add~tional expenence in strategic p l m n g  and 
organizational analysis He graduated magna cum laude from the State University of New York, 
Albany wth  a Bachelor of Arts degree in Amencan Stud~es 
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Country 

Czech Republic 

Czech Republic 

Czech Republic 

Czech Republic 

Czech Republic 

Czech Republic 

Czech Republic 

Hungary 

Hungary 

Hungary 

Name 

Josef Bubenik 

Jiri Feist 

Ludek Mravinac 

Erik Schmidt 

Ales Uchytil 

Karel Vinkler 

Miroslav Vrba 

Andras Kacso 

Emoke Kistot 

Ferenc Kovacs 

Telephone/Fax/Ema~I 

Tel 420-2 2485-2564 
Fax 420-2 2485-2532 
Bubenrk@alef mpo cz 

Tel 420-2 2408-2613 
Fax 420-2 2408-2423 
Feist@praha ud cez cz 

Tel 420-2 2408-2397 
Fax 420-2 2408 2446 

Tel 420-2 2408-233 1 

Fax 420-2 2408-243 1 

Tel 420-2 2485-3305 
Fax 420-2 2485-233 1 
Uchynlaalef mpo cz 

Tel 420-2 2408-2468 I 
I 

Fax 420-2 2408-2446 I 

vlnkler hsp@mail cez cz I 
i 

Tel 420-2 2408-2667 
Fax 420-2 2408-244 1 
Vrbaxml hsp@ma~l cez cz 

Tel 36- 1 224-62 16 

Fax 36- 1 202-6295 

Tel 36- 1 2 10-036 I 

Fax 36- 1 1 17- 1330 

Tel 36- 1 2 10-036 1 

Fax 36-1 117-1330 

Pos~t~on/Organlzat~on 

Ing , Ministry of Industry & 
Trade 

Engineer, CEZ 

Engmeer, CEZ 

Advisor, CEZ 

Deputy Director, Energy 
Policy Dept , Min~stry of 
Industry & Trade 

Engmeer, CEZ 

Engmeer, CEZ 

Deputy Head, Power 
Economy Dept , MVM Rt 

Assistant to the Vice 
President, 
Hungarian Energy Office 

Senior Consultant, 
Electricity Licensing 
Hungar~an Energy Office 

Address 

Na Frantisku 32 
l5 

Czech Republic 

Jungmannova 29, 
11 1 48 Praha 1, 
Czech Republlc 

Jungmannova 29, 
1 1 1 48 Praha 1, 
Czech Republlc 

Na Frantisku 32 
lo 

Czech Republlc 

Na Frantlsku 32 
Praha 

Czech Republic 

Jungmannova 29, 
1 1 1 48 Praha 1, 
Czech Republ~c 

Jungmannova 29, 
l l 48 Praha 
Czech Republic 

H 10 1 1 Budapest 
Vam utca 5-7 
Hu%ary 

Koztarsasag ter 07 
H-l O8 
Hungary 

Koztarsasag ter 07 
*-lo8' Budapest? 
Hungary 
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1 country I Name 

I Hungary I Peter Simtg 

Hungary 

Arpad Vajdovich 

Bela Nagy 

Poland Mtroslaw Duda 

Poland Jarosz Wojciech 

Poland Mactej Olejniczak 

1 Poland Andrzej Szablewskt 

Poland + Poland 

Boguslaw Zaleski 

Hanna Troyanowska 

I Poland I Marek Zerka 

t Slovakia Gabriela Dittelova 

I Slovakia 

Slovakia 

Jaroslav Kubinec 

Jaroslav Kostallk 

1 Posif~on/Organuahoo I Address I Telepbone/Fax/EmaiI 

Head of Planning and 
1 Controlling Dept , MVM Rt 

Head of Department, 
National Control Center, 
MVM Rt 

Advisor, I ul Frascati 2 I Tel 48 22 621 -091 7 

H 101 1 Budapest 
Vam utca 5-7 
Hungary 

Senior Adv~sor, 
Hungarian Energy Office 

Energy Advisory Group 1 00-483 Warsaw I Fax 48 22 625-6305 
Poland 

Tel 36- 1 224-6206 

Fax 36- 1 202- 1292 

H 101 1 Budapest 
utca 5-7 

Hungary 

Tel 36-1 224- 1 160 
Fax 36-1 202-1016 
Psmigamvm hu 

Koztarsasag ter 07 
H-108 1 Budapest, 
Hungary 

Tel 36-1 210-0361 
Fax 36-1 117-1330 
gabor szorenylaeh lkm x400g 
w ~ t b  hu 

Manager, Customer Service 
Group, PSE 

Deputy Electricity Trading 
Dtrector, PSE 

Mysia 2 
00-486 Warsaw, 
Poland 

Advisor, 
Energy Advisory Group 

Tel 48-22 693-2087 
I 

Fax 48-22 693-21-92 I 
wolciech iarosz@vse pl I 

I 

Mysia 2 
00-486 Warsaw, 
Poland 

Chief Specialist, Corporate 
Strategy Ofice, PSE 

Tel 48 22 693- 1277 
Fax 41-22 693-2086 1 
maclel ole~n~czak@vse pl 1 

ul Frascati 2 
00-483 Warsaw 
Poland 

Director, Foreign 
Cooperation, Energy 
Regulatory Authority 

Tel 4822621-0917 

Fax 48 22 625-6305 

Mysia 2 
00-486 Warsaw, 
Poland 

Director, Corporate Strategy 
Office, PSE 

I Slovak Republic I I 

TeI 48-22 693-1327 
Fax 48-22 693-2550 
hanna tro~anowska@pse pl 

Mysia 3 
00-926 Warsaw, 
Poland 

Slovenske Elektrarne 

Tel 48-22 625-7148 
Fax 48-22 625-6596 

Mysia 2 
00-496 Warsaw, 
Poland 

Tel 48-22 693- 123 1 
Fax 48-22 693-1268 
marek zerkampse pl 

Hranicna 12 
827 36 Bratislava, 

Deputy Dtrector of 
Executive Division, 
Antimonopoly Office 

8 
BRATISLAVA ROUNDTABLE PARTICIPANTS 

Tel 42 1-7 569-3430 
Fax 421-7 569-3344 

Engineer, Slovak Dispatch 
Centre Slovenske Elektrarne 
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I I 

Drienova 24, 
826 03 Bratislava, 
Slovak Republic 

Tel 421 7 233-578 
Fax 42 1 7 5 79-73 65 
Kostallk@pusr sk 

Republicky 5 
0 10 47 Zilina, 
Slovak Republic 

Tel 42 1 89 659-2261 
Fax 421 89 626-953 
Kubinec jaroslav@hq seas sh 
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Country 

Slovakia 

Slovakia 

Slovakia 

Slovakia + 
I Slovakia 

i Slovakia 

Slovakia t 

Name ) G r g a n u a t l o n  1 Address I Telephone/Fax/Emad 

Ivana Rapantova 

I I Slovak Republic I 
Dusan Lozek 

Director of Programme 
Management Unit PHARE - 
Energy & Nuclear Safety 

Strategy Manager, 
Slovenske Elektrame 

Martin Macaj 

827 
15 Bratislava, 
Slovak Republic 

Anton Masar 

-- 

peter ~ r o c h a z k a  I Advisor, ZSE, sp I M ulena 6, 1 Tel 421 7 361-2839 i 

Tel 421-7 574 1927 
Fax 421-7 574- 1912 

I 

Mgr , Slovenske Elektrame 

Jan Matusky 

Hran~cna 12 
827 36 Brat~slava, 

Ing , Slovenske Elektrame 

Tel 42 1-7 569-3276 
Fax 421-7 521-7525 

Hranlcna 12 
827 36 Bratislava, 

Department Director, 
Antimonopoly Office 

827 36 Brat's1ava, 
Slovak Republic 

Tel 421-7 569-3290 
Fax 421-7 569-345 1 

Slovak Republic 

Hranicna 12 
827 36 Bratislava, 
Slovak Republlc 

Fax 42 1 7 36 1-4984 
I 
I 

Igor Ondrejov~c 

Tel 421-7 569-3420 
Fax 421-7 569-3344 
Masar-anton@hq seas sk 

Drienova 24, 
826 O3 
Slovak Republic 

Michal Rasla 

Tel 421 7 233-578 

F~ 421 7 579-7365 
I 

I 

Slovenske Elektrarne 

Dusan Slamka 

Ondrej Studenec 

Jozef Urmin 

I I Slovak Republic I 

Slovenske Elektrarne 

Iveta Wrubelova 

I 
BRATISLAVA ROUNDTABLE PARTICIPANTS 

Hranicna 12 
827 36 
Slovak Republic 

International Cooperation, 
Slovenske Elektrarne 

Deputy Director, Dept of 
Energy Regulation, Ministry 
of Economy 

Director, Dept of Energy 
Regulation, Mlnistry of 
Economy 
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Tel 421-7 569-3448 1 
Fax 421-7 569-3560 

Hranicna 12 
827 36 
Slovak Republic 

Dept of Energy Regulation, 
Ministry of Economy 

Tel 421-7 569-3303 

Fax 421-7 569-345 1 

Hran~cna 12 
827 36 

Repub11c 

Mierova 19, 
827 15 Bratislava, 
Slovak Repubhc 

Mierova 19, 
827 Brat's1ava7 
Slovak Republic 

Tel 42 1-7 569-350 1 

F~ 421-7 521-7533 
Slarnka-dusan@hq seas rk 

Tel 421 7 574-1 920 
Fax 421 7 574-3918 
Shldenecaeconomy gov sk 

Tel 421 7 574-1917 
Fax 421 7 574-3918 
jurmmaeconomy gov sk 

M~erova 19, 
827 15 Bratislava, 

Tel 421 7 574-1910 
Fax 42 1 7 574-39 18 
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Orqanlzers/Presenters 

Country I Name 1 Pos~t~onlOrgan~zatron I Address ( Telephone/Fax I 
Howard Menaker Project Director, Bechtel I 8400 Westpark Drive, 

Suite 501 McLean, 
VA 22 102 USA 

Tel 1 703 448-3947 
Fax 1 703 356-4907 
Hmenakerabechtel co 
m 

Roger Griffin Project Manager Bechtel 50 Beale Street 
San Francisco, CA 94 105 
USA 

Tel 1 415 768-2671 
Fax 1 415 768-6663 
Rgnffm@bechtel corn 

Russ Brown Project Manager Bechtel 8400 Westpark Dr~ve, 
Su~te 501 McLean, 
VA 22 102 USA 

Tel 1 860 572-71 1 1 
Fax 1 703 356-4907 
rcb3@ix 1 netcorn com 

Lyd~a Mezey Project Admmistrator, 
Bechtel 

8400 Westpark Dnve, 
Suite 50 1 McLean, 
VA 22 1 02 USA 

Tel 1 703 448-3946 
Fax 1 703 356-4907 
Lrnezey@bechtel corn 

1 Poland ul Frascati 2 ,00-483 
Warsaw, Poland 

Chris Turner Tel 48 22 621-091 7 
Fax 48 22 625-6305 
cdturner@bechtel corn 

Tel 1 408 873-7261 
Fax 1 408 255-7457 
sudhlr@electrotek corn 

Poland Project Manager 
Bechtel 

20370 Town Center Lane 
#I37 Cupertino, CA 
95014 USA 

USA 

527 East Cap~tol 
Spnngfield, IL 62794 
USA 

Sudh~r V~rmani 

USA Tel 1-217 782-7907 
Fax 1-2 17 782- 1042 

Director, Power System 
Planning & Operations 

Ill~nois Commerce 
Commission 

Karl McDermott 

Electrotek 

Former Comm~ss~oner, 

John Gulliver One Monument Square 
Portland, ME 04101 USA 

Ed~f ic~o Restelo, Rua 
Dom Cristovao da Gama, 
1- 1400 Lisboa, Portugal 

Attorney, 
P~erce Atwood 

Tel 1-207 79 1 - 1296 
Fax 1-207 791-1350 

jgulhver@p~erceatwood 
corn 

Tel 35 1 1 303 3200 
Fax 35 1 1 303 320 1 I I I Reguladoro Do Sector 

Portugal 

EC Bruno Fetel~an 

Electrico 

DG XVII (Energy) 
EC/Brussels 

Jorge Vasconcelos Cha~rman, Entidade 

cec be 

Tel 48-22 630-2485 
Fax 48-22 628-7486 
parnato@usa~d gov I 

Rue de la 200, B- 
049 Bruxe'les Belglum 

A1 Jerozol~msk~e 56 C 
00-803 Warsaw, Poland 

Tel + 32 2 296 72 55 
Fax + 32 2 296 42 54 
Bruno Fetel~an@bxl dg 17 

i Poland Peter Amato Private & Financ~al 
Sector Office D~rector 
USAIDJWarsaw 

Andres Doernberg 

I Adoemberg@usa~d gov I 
Program Officer, 
USAIDfWashington 
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Ronald Reagan Bldg I Tel 202 712-496 1 
Washington, DC 20523 Fax 202 2 16-3389 I 



Status of Regulatory Framework 

Ondrej Studenec 
'" Department of Energy Policy 

? )& 

Ministry of Economy of the Slouak Republic 
il 
1 4 , 
t 



Background 

Department of Energy Polrcy srnce 1 99 1, 8 ministers 

Preparrng of Energy Law 

Secondary legislatron - Ten Decrees 

Law on Energy Efficrency 

Approxrmatlon and Screenrng 

Energy Charter Treaty 

OECD-IEA 

I would Irke to  say realy briefly about Power Sector Status and than I will try to rntroduce 
you our new Energy Law 

The Slovak Parlrament adopt the new Energy Law rn February this year Energy Law will be 
In force smce July Thrs IS really Important energy related m ~ l e  stone whrch cleariy Improve 
busrness In energy and w~ll prove that the Slovak economy IS gorng towards a free and 
opened market economy 

I hope ~t wrll be also a good s~gnal to  the European Union and rt could have a posrtrve 
rnfluence t o  the accessron process The new Energy Law cover business In electricity, gas 
and heatrng It IS desrgned to  meet as much as possrble of EU legislatron covering these 
areas 

Ten decrees for implement~ng Energy Law are currently under leg~slatrve procedure 

m ~ o t a l  domestic electrrcrty consumptron amounted to 28629 CWh, whrch means its 
declrne by 253 CWh In comparrson to 1 996 

Consuniers segment restructurrng continued during the year with rncreased consunlptron of 
low voltage consunlers and wrth decllned consumptron of the rndustr~al consumers, along 
with rncreasrng of the consumptron depended on the weather condrtrons 

I ~ o m o n  of Import and export balance on domestlc electrrcrty consumptron in 1 9 9 7  
amounted t o  1 4  02% and IS rntended In the strategic forecast 

@0rpaneat~on of power rndustry remarried the same in 1 9 9 7  There are four utrlltres 
lnvolved In generation and drstrrbutron of electrrcrty 

From august 1997 sellrng prlces for busrness sector rncreased by lo%, but resrdefitlal 
customers have the same prlce srnce 1 9 9 4  



As you probably know, new NPP Mochovce IS just about puttrng into operatron Thrs new 
capacrty will change our import dependence till the closure of oldest NPP V 1 In Bohunice 

The share of nuclear power on the total power producrng was 37,7% in 1997 The 
nuclear power is considered as one of prllars of the Slovak drversificatron 

Hln the Energy Policy is the main alternative for future development keeprng the same 
share of nuclear power production as nowadays It means that the new NPP Mochovce will 
replace old one NPP V1 Bohunrce (Not  V2 whrch is newer desrgn) But the Energy Policy 
still evaluate as a second poss~ble alternative the contrnuing of operation NPP V1 Bohun~ce 
till desrgned life period after realisation of all safety rmprovements suggested by the western 
experts This alternatrve would increase the share of nuclear power and help for 
drversificatron as for the climate change oblrgation of the Slovak energy but will have strong 
negative reaction from the Austrran s ~ d e  

The decisions which of these two alternatrves w1l1 be used IS on the pol~trc level From the 
technical side is preferred the second alternative, because after completron of huge 
investment program rn V1 NPP it will closely meet EU standards and does not need 
inlmediately deconlmission 

Purpose of State regulat~on in energy sector is t o  stimulate a natural competitive 
envli oi~ment, to protect both consumers and suppliers and to  ensure reliable, economrcal 
and high quality energy supply 

These principles of the Energy Law are fully conlpatible with the gu~delines established in 
the EU Directive 92/96 concernrng common rules for internal market with electr~c~ty 

However the new Energy Law is not gorng to  establrsh an independent Regulatory Office 

*The Mrnistry of Finance is responsrble for price setting, 

*the Ministry of Economy for authorisation for new capacities and licensing for energy 
business 

and the Antimonopoly Office look after monopoly behav~ours 

Everybody hear understand whrch difficulties bring thrs structure in the puce setting 

Thls alternative is a result of too long tIme since the first proposal of thrs Law was prepared 
in 1994 That trme was not common willing for rndependent Regulatory Office I am sure 
i f  we start with preparrng the new Law now, we would have Reg~ilatory Office Maybe rt 
will come In next amendment of the Energy Law 



Every business In energy sectors have t o  obtarn a l~cence from the Mrnrstry of Econon~y trll 
the 30th of ]une 1999 

Condrtrons are l~sted rn the Law 

Among them are 

-registered office In the register according to  the Business Code 

*appointment of a responsrble representatrve 

mcornplrance wrtli Energy Polrcy 

ownerslirp or rentrng of facrlrtres for energy busmess 

Mrn~stry niay decrde t o  w~thdraw the lrcence In certaln causes I~sted In the Law 

L~cence for repurchasrng can obtarn only owner of lrcence for drstnbutron, whrch means 

New Capacrty 

Author~sat~on procedure for new generating capacrty IS conducted by the Mrnrstry of 
Econonly accordrng to  the new Energy Law and Decree under this Law for implenlentrng 
detarls 

The recall~ng In case of drsagreement n under the Law on Admrnrstratrve Procedure 
No 7 1 / I 9 6 7  The crrterra for the grant of authorrsat~on are publrshed rn the Energy Polrcy 
of the SR up t o  the year 2005, whrch was approved by the Government In September 
1997 The cond~t~ons  are 

*the safety and security of the systeni 

*protectron of envrronment 

-energy efficrency, 

*nature of the primary sources, 

*ecoriomlc and financral capabrlrtres 

The new Law on Energy IS desrgned to  meet provrslons of the Drrectrve on Internal Market 
for authorrsation alternatrve 

Transr t 

The new Energy Law set obl~gat~on to  transrt rn accordance w~th  technrcal possrb~l~ties and 
In non drscrrminatory cond~t~ons  D~rectrve on transrt of electr~city IS fully approxrniated 

&w let me go on the other-matter 



The Slovak transmrssron ~ h t w o r k  1s rnterconnected wrth the Czech Republrc, Hungary and 
Ukralne An Important part of SEfs Investment program IS to further strengthen of 
rnternational connect5ons to  enhance electrrcrty trade 

In 1995 SE started,kork on the construction of a 440 kV lrnk between Lemeiany and 
Krosno in Poland ,Planned 1s also next (the third) connectron t o  Hungary whlch wrll allow 
transrnissroh~ Nord-South of Europe 

There are a ~ h ~ l j l a n s  t o  erect a 440 kV lrnk wrth Austria, whrch can have be consrdered in a 
frame of the Tkfns European Network (TENs), because rt would be only strarght 

/ connection of Slovakra to EU (at the same location are two projects for gas connectrons 
/ already incorporated to  TENs) Thrs construction would be In harmony wrth the rntentron 

of openrni market, the TENs, the Energy Charter Treaty and the assocratlon agreement 

However due to  a drscrrmrnat~on by the Austrra whrch do not allow t o  burld thrs cheap, 
short and for both srde useful connectron between Vrenna and Stupava t h ~ s  project can not 
be yet started The reason 1s so called Jfradroactive electrrcrtyJf in Slovak~a It rs rn sprte of 
the act that the Austrra burld or reconstruct connectrons t o  the other countries produced i electrrcrty rn nuclear power plants 

Prrcrng 

The nlarn problem rn the electrrcrty sector of Slovakra, whlch has rnfluence to  the other 
d~fficult~es in this area, is the priclng system 

Srnce the SR became rndependent, price Increases for electrrcrty and gas have remarned 
well below rnflatron 

Currently there is a strong cross subsrdrng between rndustrral and resrdent~al sectors 
Responsrbrlrty for energy prrces has the Mrnrstry of Frnance of the Slovak Republrc 

All tarrffs in electrrcrty and gas are publ~shed and they are the same for each regron rn the 
Slovak~a 

The Government IS intended to  Increase prices to  economrc levels and modrfy the structure 
of prrces so that they reflect the supply costs t o  the drfferent consumer groups, but the 
trme schedule a st111 mrssrng unfortunately 

The Governmental dectsron No 6 8 4 / 1 9 9 7  gave task t o  mlnrster of finance t o  prepare 
exact plan of prrce correction for eiectrrcrty, gas and heat trll 3 1 st December 1 9 9 8  We 
are very lookrng forward for thrs plan and for reallsation of thrs plan 

Wrthout such measures it IS unlikely that the Electrrcrty Utllrtres would finance necessary 
investments from its own sources or obtaln bank financrng 

A prrce increase would also help to the Utilrties achreve an acceptable rate of return whlcli 
would be a precondltron for prrvate sector partrclpatron 
-- 
7 - 
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Openrng of Market 

The new Law on Energy wrll allow to open the electrrcrty and gas market We have chosen 
as a target a single buyer system However the trme and the level of openrng will depend on 
the decrsion of the Min~stry of Economy and we are not gorng to make any elrgrble 
custonler yet The problem of market openrng 1s rn the cross subsrd~srng The customer 
wli~ch would be elrgrble could easy able to  find cheaper source of electrrcrty, but the 
distribut~on companres would supply just resrdentlal customers and than would lost profit 
That IS the reason why we have to wart w ~ t h  opening of electr~c~ty market till 
~niplenientatron of real resrdential energy prices 

Under the new Law on Energy will be oblrgatory keep~ng the separate accounts for 
generation, transmrssron and other non electr~c~ty actlvrtres, rncludrng provrsrons about 
single buyer from the artrcle 15 of the Drrect~ve on Internal Market 

Organisatron of access to the system w~ll be applied accordrng t o  the artrcle 18 of the 
Drrective on Internal Market 

But there is necessary to have sonie trme per~od for full applrcatron of thrs provisions 

Teniporary the Mrnlstry of Economy wrII not oblrge single buyer for openlng the systeni 
f o ~  any eligible custonier The marn barrier IS cross-subsrd~srng of res~dentral tariffs 

The new Energy Law does not aproxrmate every acqurs communatarre 

Froni the pornt of view of EU accession proces we need yet to  prepare another new 
leg~slation concerning energy savings lntentron 1s to  adopt Energy Efficrency Law which 
establ~sh the Energy Agency, Labelrng of applrances, Mrn~muni standards, the Energy Savrng 
Found and so called energy taxation 

Current structure of Regulation of energy business by splrtting respons~bilrty among state 
authorities, has trad~tion In my country and we have chosen way t o  open market by 
smaller steps 

Our Energy Law 1s rnterestrng compromise between openrng market and conservatron of 
exrsting system 

However In my oprnron, Regulatory Office, as much as possible Independent, wrll soon or 
later take the role of the Ministry of Frnance, the Min~stry of Economy and the 
Antimonopoly Office rn regulation of electr~city monopolres Than w~ll conie more realistic 
prrces and after solving the price problem w11I come openlng of the market 
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Preparing for a competitive market 
Marketplace (market environment) 

Legal framework 
Regulator (HEO) 
Llcenslng 

Players 
Sellers 
- Dismantling 
- Pr~vatization 
- New-comers 

Purchasers 

Goods (Electricity) 
Price 





Organisation and Structure of Hungarian Energy Office 

DIRECTOR OF PROTECTION 
OF CONSUMERS' INTERESTS DIRECTOR OF 

AND ENERGETICS ENERGY SUPPLY 1 I 
Counc~l for Protect~on of 
Interests In Energetics 

ECONOMIC 
DIRECTOR 

-- 
r ,IT I: I ~ ,  $ A > ~  Secretary 

DIRECTOR GENERAL 
lIi , 2 f  , I 

I n  $ t" I Internal Superv~sor 

HEAD OF DIVISION 

I 

DEPARTMENT OF PROTECTION , 
OF CONSUMERS' INTERESTS ENERGY SUPPLY DEPARTMENT ADMINISTRATION 

AND ENERGETICS 

D~v~sron of Energy Economy I 

- 

Complaints Office 

D ~ v ~ s ~ o n  for Protect~on of 
Consumers' Interests 

D ~ v ~ s ~ o n  of 
Power L~censinq 

- 

Accountants D~v~s ion  I 

- 
DIVISIO~ of Gas 

Llcenslng 



REGULATION OF UTILITIES 

Main tasks of HEQ: 
Issuing Operation and Establishment 
Licenses, approving Operation code, 
Business terms, etc. 
Preparing Price and Tariff conditions 

Preparing the Legal and Official 
environment 



REGULATION OF UTILITIES 

Generation 
Public electric plant - establishment and 
operation market competition 
Electric plant for own use 
Direct supply 
Obligatory purchase from plants operating 
on renewables, wastes, etc. 





REGULATION OF UTILITIES 

Exclusive territorial monopoly - obligation 
to satisfy consumer demand 

Operation of distribution network 
Retail of energy 



REGULATION OF UTILITIES 

Licensing of establishment 
Preliminary establishment Iicense 
Establishment Iicense 
Commissioning 
Operation 



I ELECTRIC ENERGY INDUSTRY IN HUNGARY I 

Organis at ion 
structure 

Operation 
model 
Market 
situation 

Before 
restructuring 
Vertically 
integrated 
(MVM Trust) 

Monopoly 

rmddle of 1998 

Dismantled. 
generators (8+2) 
transporter (MVM Rt.) 
suppliers (6) 

Single Buyer (Hungarian 
variant) 
Lirmted competition: 

Generation - competition 
Transporter/Suppliers: 
monopoly 





REGULA TION OF UTILITIES 

Price regulation 
Price shall include 

justified investments 
return of costs of operation 
profit necessary for permanent operation 

Reached by 1 st January 1997 



RE GULA TION OF UTILITIES 

Price regulation 1997 - 2001 
Average price regulated by formula 

justified operational costs+ROE 

domestic industrial sales price index 

exchange rate (HUF/USD) 
Price of imported gas, index of fuels 

efficiency improvement factor (0.85<k<0.95) 



1995 1996 1997 1998 
AMENDMENT 0 OPERATIONAL LICENSE 22 8 2 

AMENDMENT OF ESTABLISHMENT LICENSE 5 

APPROVAL OF OPERATIONAL CODE 1 

APPROVAL OF BUSINESS CONDUCT RULES 1 +8 

AMENDMENT OF OPERATIONAL CODE 1 1 

ISSUED GUIDELINES 1 
- INFORMATION ON OUTAGES 18 
- SURVEY OF CONSUMER SATISFACTION 6 
- CONTENTS OF THE FEASIBILITY STUDIES 1 
- CONTROL OF THE BUSINESS PLAN 1 

ORDER OF RESTRICTION 
- SETTING 1 
- AMENDING 3 



HUNGARIAN ENERGY 
OFFICE 

How Hungary is Evaluating and 
Com-"-hng L with ELJ requirement 

~ r p a d  Vajdovich 
Senlor Adv~ser 

May 1998 

Schedule for preparat~on 811 



SCHEDULE FOR PREPARATION OF EU 
LEGAL HARMONISATION, LED BY THE 

MITT 

PHASE I. ANALYSIS OF PRIMARY AND 
SECONDARY LEGISLATION 
OF THE EC 

DECEMBER, 1996 - SEPTEMBER, 1997 

FHASE 2, PREPARATION OF NEW 
ELECTRICITY LEGISLATION 
HARMONISED TO THE BI- 
RECTIVE AND OTHER LEGIS- 
LATION OF EC 

DECEMBER, 1997 - DECEMBER, 1998 

Schedule for preparatron 811 



PHASE 1. ANALYSIS OF PRIMARY AND 
SECONDARY LEGISLATION OF THE EC 
(NECESSARY LEGAL HARMONISATION) 

DECEMBER, 1996 

- INTER-MINISTERIAL CO-ORDINATION 
- TASK FORCE N28. ENERGY 

JANUARY - MAY, 1997 

- ANALYSIS OF THE TREATY, REGULA- 
TION, DECISIONS, DIRECTIVES, REC- 
OMMENDATIONS OF THE EC RELATING 
TO ENERGY 

- COLLECTION OF EC-LEGISLATION RE- 
QUIRE IMPLEMENTATION INTO THE 
HUNGARIAN LEGISLATION 

Schedule for preparat~on 812 
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JULY - SEPTEMBER, 1997 

- ANALYSIS OF AGENDA 2000 
(Commission Opinion on Hungary's App- 
lication for membership of the European 
Union) 

- PROPOSAL FOR THE HUNGARIAN NE- 
GOTIATING PARTY 

- SUGGESTION FOR THE GOVERNMENT 
ON THE FUTURE WORK 

Schedule for preparation 813 



PHASE 2. PREPARATION 
OF NEW ELECTRICITY LEGISLATION 

HARMONISED TO THE DIRECTIVE AND 
OTHER LEGISLATION OF EC 

DECEMBER, 1997 

SET UP OF DIRECTING COMMITTEE 
(MITT, MIN. OF FOREIGN AFFAIRS, MIN. 
OF FINANCE, COMPETITION OFFICE, 
HEO, STATE PROPERTY AGENCY, MVM 
RT.) 

SET UP OF TASK COMMITTEE 

0 APPROVED TIME SCHEDULE: 

31 JANUARY: POTENTIAL MODELS 

15 FEBRUARY: EXISTING LEGAL 
FRAMEWORK - POTEN- 
TIAL MODELS 

28 FEBRUARY: SUGGESTED MODEL(S) 

30 APRIL: CONDITIONS OF SUG- 
GESTED MODEL(S) 

Schedule for preparatron 814 



PHASE 2. PREPARATION 
OF NEW ELECTRICITY LEGISLATION 

HARMONISED TO THE DIRECTIVE AND 
OTHER LEGISLATION OF EC 

31 MAY: CONSEQUENCES OF 
THE IMPLEMENTATION 
OF SUGGESTED 
MODEL(S) 

30 JUNE: PRICING QUESTIONS 

30 SEPTEMBER:DISCUSSlON WITH THE 
INTERESTED PARTIES 
(LICENSEES, CUSTOM- 
ERS) 

15 OCTOBER: FINALISATION OF THE 
SUGGESTED MODEL(S) 

15 DECEMBER: PREPARATION OF THE 
AMENDMENT ON THE 
HUNGARIAN LEGAL 
FRAMEWORK 

Schedule for preparation 8/5 



WORKING METHOD OF THE 
WORKING COMMITTEE 

Taking into account the model vari- 
ants 
Selecting the feasible models 

Interpretation by identifying num- 
bers: 

First fiqure (access to the network) 

1 Open access 
2. Both transrnltter and suppliers are srngle 

buyer for the consumers connected to 
thew network 

3 The transrnltter is slngle buyer for the 
whole system 

4 The present suppliers are slngle buyers 
for the consumers connected to their net- 
work 

Second fiqure (purcase obljqation) 

1. At the angle buyer 
2. At both transrnltter and suppl~ers, if they 

are slngle buyers 
3. At the transmitter if it IS s~ngle buyer 
4 At the present suppl~ers only, if they are 

slngle buyers 

Schedule for preparat~on 8/6 



SUGGESTION FOR THE GOVERNMENTS 
IN THE CENTREL STATES 

ROUNDTABLE MEETINGS 

EXCHANGE OF IDEAS 

CO-OPERATION IN THE PREPARATION OF 
NEW REGULATION 

POSSIBILITY OF CENTREL-POOL; 
am TRANSMISSION PRICING 

ANCILLARY SERVICES (COST SEPARA- 
TION, PRICING) 

Preparat~on for more compet~t~on by the H E 0  7/7 



STRATEGY OF THE HE0 BASED ON THE 
EXISTING LEGAL FRAMEWORK 

LICENCE FOR "AUTO-PRODUCERS" (SELF- 
USERS), "INDEPENDENT PRODUCERS" 

LICENSE FOR DIRECT SUPPLY (create com- 
petit ion) 

GUIDELINE ON NEW CAPACITY TENDERING 

POSITION TAKEN UP IN THE CASE OF NEW 
PPAs 

PREPARATION FOR THE NEW TASKS, 
RESPONSIBILITIES, NECESSARY AUTON- 
OMY OF THE HE0 (Distributed questioner to 
Regulators in Member States) 

Preparation for more competition by the HE0 7/6 



PAY ATTENTION ON THE PREPARATION, 
PRACTICE OF OTHER STATES 

VISIT SOME MEMBER STATES (ENGLAND, 
IRELAND, SPAIN, GERMANY) 

TAKE PART ON CONFERENCES 

INVITE FOREIGN EXPERTS FOR ROUND- 
TABLE DISCUSSIONS; 
me OFFER 
me KARTELLAMT (Antimonopoly office in 

Germany) 
me IEA 

RWE 
EC DG XVll (GAS + ELECTRICITY) 

CENTREL MEETINGS 

Preparation for more compet~tlon by the HE0 7/5 
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IMPLEMENTING REGULATORY METHODS, 
PRACTICE USED BY OTHER 

REGULATORS 

OFFER /Know How Fund/; 
QUARANTEED SERVICES 
MEASURE OF SERVICE LEVEL 
ANALYSIS OF OUTAGES 

CEC, CPUC (USAID); 
MEASURE OF CUSTOMER SATISFACTION 
DATA AND INFORMATION BASE, LAN 
LICENCE CONDITIONS - COMPLIANCE 
MONITORING SYSTEM 

VICTORIA (Australia); 
BENCHMARKING PERFORMANCES OF 
LICENSEES 

PUC OF MAIN (USA); 
STABILITY, CONTINUITY AND 
PREDICTABILITY IN DECISIONS 
GUIDELINES 
PUBLIC HEARINGS 

Preparation for more compet~tron by the HE0 714 



ANALYSIS OF THE DIRECTIVE 

TRANSLATIONy EXPLANATORY REMARKS 

DISTRIBUTION OF NEW IDEAS 

EUROPEAN COMMISSION DG XVII. (EN- 
ERGY) VISITy DISCUSSION 

DG XVII. HOME PAGE 

http: 
//europa.en.int/enlcomm/dgl7/elechome.htm 

em explanatory memorandum 

frequently asked questions 

country reports 

Preparat~on for more compet~t~on by the HE0 712 



PREPARATION FOR MORE COMPETITION 
BY THE HE0 

AR TlCL E 20., SECTlON 3.: 
"Member States shall designate a com- 
petent authority, which must be inde- 
pendent of the parties ... settle dis- 
putes.. . 7.Y 

ARTICLE 22: 
" Member States shall create appropri- 
ate and efficient mechanisms for regu- 
lation, control and transparency ... 97 

e ANALYSIS OF THE DIRECTIVE 

ANALYSIS OF DIFFERENT MODELS IM- 
PLEMENTED COMPETITION 

IMPLEMENTING REGULATORY 
METHODS, PRACTICE USED BY OTHER 
REGULATORS 

PAY ATTENTION ON THE PREPARATION, 
PRACTICE OF OTHER STATES 

STRATEGY OF THE HE0 BASED ON THE 
EXISTING LEGAL FRAMEWORK 

Preparatlon for more competlt~on by the HE0 711 



SOME OF THE KEY QUESTIONS 

HOW TO OPEN THE MARKET? 

** AS FROM FEBRUARY 1999 ALL MEMBER 
STATES MUST OPEN AT LEAST 25,37% 
OF THE MARKET TO FREE GOMPETI- 
TlON 

*. IN 2000 THE MARKET SHARE WLL BE 
CALCULATED ON THE BASIS OF 20 G Wh, 
RESUL TlNG IN A PPROX. 28% 

IN HUNGARY 
Over 40 GWhIyear 41 end-user, 18,9% 
Over 20 GWhIyear 95 end-user, 24,3% 
Over 9 GWhIyear 200 end-user, 29,2% 

POTENTIAL DEROGATION'S; 
- at the start? 
- at the level of 9 GWh? 

Schedule for preparat~on 8/6 



Operation of the market 

Trading on competitive market for entitled 
players 
Non-discriminatory tariff for the use of the 
transmission and distribution systems 
No purchase obligation 
Independent System Operator 
Reciprocity in import-export 

Regulation 

Autonomous regulator HE0 
New for the competrtive market 
Updated regulations for non-competitive 
market 

Schedule for preparat~on 816 
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The proposed model 

Organization of market: two seg- 
ments 

Competitive market for eligible customers 
Regulated market for non-eligible custom- 
ers (with public service obligation) 
Ratio of competitive market to be increased 
step-by-step 

Eligible customers 

Criteria according to Directive 
Status of distribution companies 

Entering into the market 

New generating capacity 
Authorization procedure 
Tendering procedure 

Net work and supplementary services 
0 Licensing procedure 

Consumers 
Eligible consumers through definition 

Schedule for preparation 8/6 



Third figure (public service obligation) 

1. None 
2 At both transmitter and present suppliers 
3. At the transmitter 
4. At the present suppl~ers 

Examined model groups 

1. Free access: 1 11 and 11 2 
2. More than one angle buyer: 222,223,224 

and 444 
3. The transmitter is single buyer: 

31 2,313,314,334 

Examined subject groups 

1. Analysis of legal sltuatlon 
2. Organization of the market 
3. Effect of competition neutrality 
4. Security of supply 
5. Requirements in infrastructure 
6. Changes in the role of HE0 
7 Conditions of entering Into the market 
8. Long term planning 
9. Consumer prices and trends 
10. Prlce- and tariff system 
11. Financing and risk management 
12. Macroeconom~c consequences, inter- 

ests of natlonal economy 

Schedule for preparation 816 



HUNGARIAN ENERGY OFFICE 
1081 Budapest 
KoztBrsas5g ter 7 

Admln~strator 
Telephone 
Telecopier 

Resolution Number: 
Re* Operat~onal Licence for Generation of Electricity 

AS ISSUED 
FINAL CHANGES MADE BY HE0 

- PART I 

A Pursuant to the authomtion granted in Section 6(a) of Act XLVlll of 1994 on the 
Generatron, Transmssron and Supply of Electncrty (hereinafter the "Act") the 
Hungar~an Energy Office (heremafter the "Office") passes the following 

RESOLUTION 

The Office hereby approves the applicat~on for and grants an 

OPERATIONAL LICENCE FOR THE GFVERATION OF ELECTRICITY 
(the "L~cence") 

WGISTERED NAME OF COMPANY - ~ncluding all of its Power Stations] 
(the "Licence Holder") 

WGISTERED ADDRESS OF COMPANYJ 

for the operation of a Publlc Power Station 

subject to the following condlt~on 

The Licence Holder shall subm~t to the Office 'he documents listed in Schedule A of 
thls Llcence in accordance wrth Appendlx 5 of Government Decree 34/1995 (IV 5 ) 
on the implementanon of certazn provrsrons of Act X L W  of 1994 on the Generatron 
Tknsm~ss~on and Supply of Electr~nty (hereinafter the 'Enforcement Decree") w~thln 
one (1) year from the date of comlng into force of this Licence 

SEB\5735 FINAL 



If the Licence Holder fails, in whole or In part, to submit the documents listed in 
Schedule A, the Office may levy a fine against the Licence Holder m accordance wlth 
Sect~on 23(3) of the Act and, if the Licence Holder fails to comply follow~ng the 
Ievylng of a fine, revoke this Licence in accordance with Section 25 of the Act 

and subject to all other terms and conditions set forth in Part I1 of this Licence 

B The Llcence Holder may appeal t h s  resoluQon wlthln 15 days calculated from receipt 
by the L~cence Holder of the resolution, pursuant to Act IV of 1957 on the General 
Rules of Admrnrstratrve Proceedrngs (hereinafter the "Admrmstrative Proceedings 
Act") The appeal shall be addressed to the Minlster and shall be submitted to the 
Office, beanng all stamps required for appeals in admlnrstratlve matters 

C This Licence comes lnto force on the date th~s  resolution becomes final and non- 
appealable, as determined by the Admlnlstrative Proceedings Act 

Upon the comlng rnto force of this Licence, the Office shall arrange for the 
publication of the Llcence m the Gazette of Industry and Trade (Iparl Cs Kereskedelmi 
Kozlony), pursuant to Sectlon 9(1) of the Act 

D This Licence shall remain valld and m force for each Power Station Ilsted' in 
Schedule B to thls L~cence for the Term set out In Schedule B in respect of each 
Power Station, provided the explry of the Term of each Generating Unlt will'explre 
according to the deadline set out in Schedule C 

E This L~cence IS subject to modification or revocatlon, and any Term shall be subject 
to extensron, in accordance with the Act and w~th the terms and provisions contalned 
m thls Llcence 

Budapest, , 1995 

Dr Imre Szab6 
Director-General 

' Where there was only one power station the H E 0  used "named" Instead of listed 

\i ordtng altered by H E 0  wlthout SEB re\lew 

STBS777 FILAL 



PART I1 

Sectlon 1 Object of Llcence 

1 1 The L~cence HoIder 

VAME OF COMPANY] 
WGISTERED ADDRESS O F  COMPANYJ 
WGISTRATION NUMBER O F  COMPANY] 

IS hereby authorized to 

a Generate Electr~cr ty 

m the Power Stat~ons l~sted In Schedule B and w~th the Generating Unlts descrrbed 
in Schedule C hereto for the Term set out in Schedules £3 and C hereto, m the manner 
descr~bed and subject to Part I-A and the terms and cond~t~ons of th~s Part I1 

Section 2 Interpretat~on 

2 1 Unless the context otherwise requires, the follow~ng wordr and phrases appeanng m 
th~s Licence and the schedules hereto (herernafter the "Schedules") shall, when 
capitallzed, have the following meamngs 

(a) "Baslc Network" shall mean the h~gh  voltage electric I~ne system, lncludrng 
the substat~ons, support~ng structures, transformers, infrastructure necessary 
for operation and sw~tchlng equlprnent attached thereto owned and/or used by 
the Transmlss~on Company for the purpose of Transmitting Electric~ty, and 
any add~t~onal hrgh voltage electr~c line systems and related substations, 
supportrng structures, transformers and swrtch~ng equlprnent connected thereto 
constructed or acqulred from tlme to tune by the Transmrss~on Company, 
subject to and In accordance w ~ t h  ~ t s  rights, powers, obl~gatlons and dutres 
under the Act, ~ t s  licence and applicable Laws, 

(b) "Installed Capacity" shall mean the total nom~nal actwe capacltles (In Watts) 
measured at the generator terminals of the installed Generat~ng Units In 
respect of which the Term of thrs L~cence has not exp~red 

The Installed Capac~ty IS set out m Schedule B hereto and shall be mod~fied 
from tlme to tlme as necessary in accordance wrth the terms of th~s L~cence, 

(c) "Licence Holder" shall have the rneanlng set out In Part I of th~s  Licence, 

(d) "Material Breach" shall mean those actlons or circumstances set out In 
Sections 4 6 ,  9 5 and 15 2 of this Llcence, 



(e) "Power Statlon" shall mean any energy transformation installation which 
generates Elecmcrty through the use of some energy source, whether coal, 
gas, 011, fissile materral, renewable energy or other "Power Statlon" shall 
also mean that business assocration lawfully operating such an energy 
transformation installation, 

(f) "Insurance" shall mean reasonably sufficient financial resources to provide 
for the replacement of any elements of the Generation Assets damaged or 
destroyed through malfunctlons, accidents or other fortuitous events, taking 
into account the existing reserve assets at the drsposal of the Licence Holder, 
and shall also mean reasonably sufficient financial resources for the payment 
of any amounts lawfully due In connection with any liability clarms agalnst the 
Licence Holder, in the form of 

(I) an Insurance policy or policies providing property and llablllty 
insurance, issued to the Licence Holder by a duly qualified insurance 
agent, 

(11) a reserve fund established by the Licence Holder, alone or in 
association with other Iicence holders, or 

(111) any other form, 

in all cases as approved by the Office, 

(g) "Author~ty" shall mean the Government of the Republic of Hungary and any 
nat~onal or local administrative agency including, without Iimltatlon, the 
Office, In each case having jurisdiction over the L~cence Holder, 

(h) "Office" shall have the meaning set out In Part I of this Llcence, 

(I) "Term" shall mean the period of time during which this Licence shall remaln 
valld and in force from and after the date of its coming into force In respect 
of each of the Power Stations and Generating Units described In thls Llcence 
and, more specifically, "Term" shall mean 

(1) in respect of each Power Station listed In Schedule B hereto, the perlod of 
time corresponding to such Power Statlon indicated in Schedule B, 

(11) m respect of each Generating Unit rdent~fied in Schedule C hereto the 
period of tlme corresponding to such Generating Unit indicated in Schedule C 



For greater certamty, upon the explry of the Term applicable to any 
Generatrng Umt, thrs Llcence shall cease to be valrd rn regard to such 
Generatrng Umt only and shall remarn valrd and rn force wrth respect to the 
rest of the Power Statlon containing such Generating Unlt ~f the Term 
applrcable to the Power Statron rn questron is longer than the Term applrcable 
to the Generatrng Umt rn questron, 

Any Term may be extended by the Office m accordance wrth Sectron 17(3) 
of the Act and upon the request of the Lrcence Holder where the Office IS of 
the oprmon, after due consrderatron and having regard to the powers and 
dutres of the Office under the Act, that 

(irr) the Power Statron or Generatrng Umt and related "Jeneratlon Assets in 
questlon may be safely and relrably operated for a penod extendrng 
beyond the applicable Term, and 

(rv) the extensron of such Term would be rn the interests of consumers 

0)  "Laws" shall mean 

(I) the Act and all Governmental or Mrnrster~al Decrees presently m force 
or rssued from tune to trme pursuant to the Act, and 

(11) all other Acts of Parlrament, other Governmental or mrnrstenal decrees 
and decrees of local governments presently rn force or rssued from 
time to tune m the RepubIic of Hungary, 

m each case valrd and blnding on the Lrcence Holder, 

(k) "Ancillary Actlv~ty" shall mean any actrvrty essentral to the Generation 
actrvrties of the L~cence Holder whrch is carrred out by the Lrcence Holder 
and authorized by its constating documents or carrred out on behalf of the 
Lrcence Holder by any th~rd party authorrzed by the Llcence Holder, 

(1) "Pubhc Power Stat~on" shall mean any Power Statron whrch provides at least 
srxty k2rcent (60%) of rts yearly average electricrty Generated for publrc 
purposes (that IS, for sale to the Transmrss~on Company or Suppliers or for 
Direct Supply), - 

(m) "Dlrect Consumer" shall mean any natural or legal person or economrc 
associatron wrthout legal personality to whlch the Lrcence Holder IS authorrzed 
by the Office to provide a Drrect Supply of Electrrcrty pursuant to Section 
21(3) of the Act and in accordance wrth a Direct Supply l~cence, at the date 
hereof or from time to time hereafter 

I 
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"Direct Supply" shall mean all actlvitres and operaQons of the Llcence Holder 
by whlch lt delivers and sells Electrlclty directly to any Dlrect Consumer, 
pursuant to a Direct Supply llcence Issued to the Llcence Holder by the Office 
In accordance wlth Sectlon 21(3) of the Act 

"Secondary Activities" shall mean any actlvitles, other than Generation and 
Ancillary Actlvltles, carried out by the Llcence Holder and authorlzed by ~ t s  
constatmg documents or carrled out by any thxd party authorlzed by the 
Llcence Holder, 

"Controlling Interest" shall mean the Interest entltllng the holder to exerase 
a controIllng Influence over the Licence Holder, as defined m Sectlons 26 and 
27 of Act LAXiV of 1990 on the Prohibrtran of Unfazr Market Practrces, 

"Mm~ster" shall mean the Mlnlster of Industry and Trade (Republic of 
Hungary), 

"Self-Consump~on" shall mean the Electnclty consumpbon of the Llcence 
Holder m connecQon wlth the Generatlon of Electricity, generation of heat and 
the operation and maintenance of the Generatlon Assets mcludmng, wlthout 
llrnltation, fuel production, water procurement, waste dlsposal and the 
consumptlon of Power Statlon auxil~ar~es, 

''DISPOS~" in relation to any Generatlon Assets, shall mclude, without 
llrnrtatlon, any sale, glft, lease, licence, loan, mortgage, charge, 
relinquishment or transfer of the right of operation, grant of any other 
encumbrance or allowance of any encumbrance to be taken and subsist, 
wlthout dlllgent contestatlon to the fullest extent available at law, over any 
Generatron Assets, and "D~sposal" and other such expresslons shall be 
construed accordingly, 

"Ava~lable Net Capacity" shall mean the Installed Capaclty less capacity 
requlred for any of the follow~ng purposes 

(1) constant and varlable shortages, 

(111) Direct Supply, and 

I 
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(u) "Self-use" shall mean the use by the Licence Holder of Electr~clty Generated 
by the L~cence Holder for ~ t s  own purposes (purposes other than sale to the 
Transmlsslon Company or Suppl~ers, D~rect Supply or Self Consumpt~on), that 
is, Self-Use shall mean use of Electnclty for Ancillary and Secondary 
Actlv~ties, 

(v) "Transm~sslon" shall mean the prlmary activity of the Transmlss~on 
Company, by whlch ~t recelves Electr~c~ty from Generators and other Power 
Stat~ons, transrnlts and sells such Electricity to Suppl~ers through and by 
means of the Bas~c Network, and operates and develops the Bas~c Network, 
the whole m accordance with the Act, the Transmxssion Company's 
operatlonal llcence, the Operat~onal Code and appllcable Laws, and 
"Transrmt" and other llke expresslons shall be construed accordingly 
"Transrmsslon" shall mclude the supervlslon, operat~onal control of the 
Electnc~ty System, management of capacity, dlspatch of Power Statlons In 
accordance w ~ t h  the Operat~onal Code, powers under appllcable Laws 
regardlng Imports and exports of Electnc~ty to and from Hungary and certaln 
powers regardlng 111ternabonal cooperatlon for the coord~nat~on of the 
Hunganan Electnclty System w~th mternatlonal electrlc~ty systems as prov~ded 
by Laws, under international agreements or as conferred by other Authorlt~es 
"Transrnlss~on" may also Include the use of assets of a Supplier, Generator 
or other Power Statlon or consumer, where necessary, on the terms defined 
in the Operat~onal Code and the contracts governing such use, 

(w) "Transrmsslon Company" shall mean the person who has been granted the 
l~cence for the Transmlss~on of Electricity pursuant to the Act, 

(x) "Suppher" shall mean any person who has been granted a llcence for the 
dlstr~butlon and supply of Electrlclty pursuant to the Act, 

(y) "Generation" shall mean the prlmary activlty of the Licence Holder by which 
it produces Electrlc~ty for the purpose of 

(I) sale to the Transmission Company, 

(11) sale to Suppl~ers In accordance with the Act and this L~cence, 

(111) Dlrect Supply, - 
(iv) Self-Consumptron, and/or 

(v) Self-use, 

I 
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and shall mclude the operation, rnarntenance and development of the 
Generat~on Assets, the whole in accordance w ~ t h  the Act, t h ~ s  L~cence and 
applicable Laws "Generate", "Generation act~v~ties" and like terms shall 
be construed accordingly "Generation" may also include the use of assets 
of another Generator or other Power Station, a Supplier, the Transmission 
Company or a Dlrect Consumer, where necessary, on the terms defined in the 
Operational Code and contracts governing such use, 

(z) "Generator" shall mean any person, includ~ng the Licence Holder, who has 
been granted a I~cence for the operation of a Power Station and the generation 
of Electricity pursuant to the Act, 

(aa) "Generatmg Unit" shall mean any one of the individual umts and/or marn 
equrprnent of the Power Station or Power Stations operated by the Licence 
Holder as more fully descnbed in Schedule C hereto, 

(ab) "Generation Assets" shall mean all of the systems and equipment, including 
without lrm~tation the Power Stations listed in Schedule B, the Generating 
Umts m Schedule C and the auxrliary equlpment thereof, the units producing 
fuel, h~gh-tension sw~tchmg equlpment and certain objects outside the site (for 
example, water works, sllrne area), and all other nghts and assets, tangible or 
intangible (for example, intellectual property) which are 

(1) owned in whole or in part, at the date of corning into force of th~s  
Licence or acquired m whole or in part at any tune dur~ng the Term 
by the Licence Holder and used by the Licence Holder for the 
purposes of Generating Elecmcity (including the Generation of 
Elecmcity m connection w~th  heat supply), or 

(11) owned in whole or in part, at the date of coming into force of thls 
Licence or acqu~red In whole or m part at any t m e  during the Term 
by the Licence Holder and used by another person within the 
Electric~ty System 

A 11st of Electricity connection measurement polnts between the L~cence 
Holcer and all other l~cence holders shall be maintamed In Schedule D hereto 
A 11st of all Generation Assets which are also used for the Transmission of 
Electricity and therefore form part of the Baslc Network or which are also - used by another person withln the Electrlc~ty System shall be malnta~ned In 
Schedule E hereto, 

(ac) "Operational Code" shall mean the comprehensive code containing detailed 
rules, procedures and guideIlnes for the operation of the Electncity System 
prepared by the Transm~ss~on Company, In consultation w~th the Generators 
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(mncludmng the L~cence Holder) and Suppllers pursuant to Sectron 38(2) of the 
Act, as duly amended and updated from trme to tlme and approved In each 
case by the Office, 

(ad) "Act" shall have the m e m g  set out In Part I of this Lrcence, 

(ae) "Enforcement Decree" shall have the meanlng set out In Part I of this 
L~cence, 

(a0 "Electr~uty" shall mean, for the purposes of this Licence, both electric energy 
and electnc capaclty unless the context requlres otherwise, 

(ag) "Electr~c~ty System" shall mean the overall public Electrrclty generation, 
transmlsslon and supply system w~thln the Republ~c of Hungary, and 

(ah) "Power Purchase Agreements" shall mean only those Electrlcrty purchase 
and sale agreements entered mto by and between the Licence Holder and the 
Transm~ss~on Company pursuant to the L~cence Holder's obligation under 
Sect~on 41(1) of the Act and Sect~on 4 1 of thls Licence 

2 2 Sect~on References Any reference to a numbered Sectron (with or w~thout a suffix 
letter) or Schedule IS a reference to the Section (wlth or without suffix letter) or 
Schedule beanng that number m this Llcence unless otherwise specified 

2 3 Schedules The follow~ng Schedules to th~s  Licence are incorporated into the L~cence 
by reference and deemed to be an Integral part hereof 

Schedule A L ~ s t  of Documents to be Submitted to the Office 
pursuant to Part I-A of this Licence 

Schedule B Descnptlon of the Licence Holder and a11 Power 
Stat~ons owned by the Licence Holder 

Schedule C Generating Units 

Schedule D Electr~c~ty connection measurement points between the 
L~cence Holder and the Transmission Company and 
between the L~cence Holder and other Generators, 
Suppllers and other Power Stat~ons 

Schedule E L~st  of all Generat~on Assets used by the Transm~ssion 
Company as part of the Basic Network or used by 
another licence holder for rts licenced actlvitles with~n 
the Electricity Svstem 
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Schedule F Suppliers receivrng Electncity drrectly from the 
Licence Holder 

2 4 Amendments to Laws Reference rn thrs Lrcence to any Law, whether speclfic or 
general, shall be deemed to include reference to any amendments to such Law and 
any other Law m force and effect at any tlme dur~ng the Term whlch amends, 
replaces, supplements or otherw~se mod~fies such first-mentioned Law 

Sect~on 3 Fhght to Generate Electricrty 

3 1 The Lrcence Holder shall, during the Term appl~cable to each Generating Un~t, have 
the nght to Generate Electncity by means of such Generatrng Unlt operating at the 
capacrty strpulated rn Schedule C in respect of such Generating Unlt and shall also 
have the nght to use for ~ t s  own purposes and prov~de for publlc purposes such 
Electricity 

3 2 The L~cence Holder shall, at all tunes and ~n all aspects of ~ t s  Generatlon activities, 

produce Electr~clty at the quallty level and standards determrned in the Operational 
Code and other relevant gurdelrnes published In the pub11c interest resolut~ons of the 
Office . 

3 3 In fulfilling the obllgatlons of thrs and all sectlons of thls Llcence, the Lrcence Holder 
shall comply w~th  the policy of m i m u m  cost as descnbed m Sectlons 3(t) and 
7(l)(d) of the Act, rn accordance with the relevant provisions of the Act, all relevant 
Laws and the requrrements set out m the guldelrnes published in the publlc Interest 
resolutions of the Office, unless otherw~se stated by Law 

3 4 Notwithstanding any other provisions of thrs Lrcence, the Lrcence Holder may 
authorrze a th~rd party to cany out any of ~ t s  Generatlon activlt~es only under contract 
and subject to Sectlon 8 In all such cases, the L~cence Holder shall be lrable for the 
actrons of the third party as lf the Generatlon actlvrty had been carried out by the 
Llcence Holder itself 

Where the actlvrty so contracted cqnstrtutes a signrficant Generatron actlvrty (for 
example, operation of a Power Station descrrbed in Schedule B), the contract must 
be submitted to the Office for prlor approval For the purposes of thrs section, a 
' sigmficant" Generatlon act~vlty is a Generat~on actlvrty w~thout wh~ch the Lrcence 
Holder would be unable to ensure the security, safety, quallty, continuity or standards 
of performance of the Generatron of Electricrty 



3 5 Where the Generation of Electricity requlres the use of assets of another licence 
holder, a contract govemng such use shall be entered Into between the partres 
pursuant to the Operatronal Code and shall contam, znter aha, obligations for the 
sharing of costs assocrated wrth that use, calculated according to principles set out In 
the Operational Code 

3 6 Activitres relating to the operation, maintenance and development of the Generation 
Assets shall be contracted out to thlrd parties only by way of tender where the value 
of the proposed operatron, maintenance or development exceeds 100 M~l l~on  HUF or 
0 5% of the value of the invested assets of the Licence Holder, whichever is less 

Sect~on 4 Obl~gation to Offer Available Net Ca~ac l ty  to The Transmlss~on Companv 

4 1 Subject to the following provisions of this Sect~on 4, the Llcence Holder shall offer 
to sell its entire Available Net Capacity to the Transmlssion Company pursuant to 
Section 41(1) of the Act The terms and conditions of the sale of Electr~city shall be 
defined m a Power Purchase Agreement 

4 2 The Licence Holder may sell electncity and capacity dlrectly to a Supplier only where 
the Transmission Company has waived its nght to recelve the capacity in favour of 
the Supplrer pursuant to the procedure set forth m Sect~on 41(2) of the Act Such 
warver by the Transmissron Company shall not relieve the Llcence Holder of .any of 
rts obl~gations under Power Purchase Agreements in force as at the date the walver 
IS given and shall not relieve the Licence Holder of any of its other obllgatlons of any 
nature whatsoever 

4 3 The Lrcence Holder rnterconnecting to the Distribution Assets of the Supplier may 
sell electncrty only dlrectly to the relevant Supplier from the Available Net Capacity 
offered to and accepted by the Transmission Company only with the prior written 
approval of the Transmlssion Company, In accordance with the terms and conditions 
of a contract to be entered into between the Licence Holder, the Transmission 
Company and the Suppller 

4 4 A list of all Suppliers purchasrng electricity only or electricity and capaclty dlrectly 
from the Lrcence Holder shall be malntalned in Schedule F hereto Any walver or 
other wrltten approval of the Transmiss~on Company pursuant to this Section shall be 
forwarded to the Office and along with a request by the Licence Holder that Schedule 
F be amended accordrngly 

The reference to interconnection to the distribution assets of a supplier was added by the H E 0  w~thout 
SEB review Thls 1s problematic as they have used a defined term "Dutribution Assets whlch does not 
appear In the L~cence 



4 5 In the exercise of ~ t s  powers under Section 21(3) of the Act, the Office may, at any 
time dunng the Term, issue a Drrect Supply licence author~zing the Licence Holder 
to prov~de D~rect Supply to certain designated D~rect Consumers Such a licence 
Issued by the Office shall not relieve the L~cence Holder of any of its obligat~ons 
under Power Purchase Agreements in force as at the date such licence is issued and 
shall not relieve the Licence Holder of any of its other obligations of any nature 
whatsoever 

4 6 The Licence Holder shall not, without the pnor written consent of the Office or 
unless otherwise requlred by any Authority under or pursuant to applicable Laws 

(a) reduce, in one instance or m the aggregate, ~ t s  Available Net Capacity for a 
period exceeding one year by more than 10 MW or 10% of its Available Net 
Capacity, whichever is greater, or 

(b) take any actions, or consent to any actions being taken by th~rd parties, which 
may lead to a reduction of its Available Net Capac~ty as described in 
Section 4 6(a) 

Any breach by the Licence Holder of this Section 4 6 shall constitute a Mater~al 
Breach 

Nothing in this Section exempts the Licence Holder from obtaining the licences 
required for closure of a Power Station pursuant to Section lO(2) of the Act 

4 7 The Licence Holder shall only alter the techmcal specifications of a Generating Unit, 
submitted to the Office in the Licence Holder's application for this Licence pursuant 
to the Enforcement Decree and detalled in the Schedules to this L~cence, upon prior 
wrltten authorization of the Office 

Sectlon 5 Oualltv Assurance Svstem 

5 1 The Llcence Holder shall establ~sh a system of qua11ty assurance relating to all aspects 
of IS Generation activities, pursuant to the quality assurance plan submitted to the 
Office as part of the Licence Holder's application for this L~cence, in dccordance wlth 
Append~x 5 of the Enforcement Decree 

5 2 Notwithstanding the condition set out in Part I-A of thls Licence to submit all 
documents listed in Schedule A wlthin one (1) year, the L~cence Holder shall subrn~t 

Reference to Schedules was added to this section by H E 0  without SEB review and should probablv refer 
spec~ficallv to Schedules 3 and C 



the qual~ty assurance plan to the Office on the date approved by the Office for such 
subm~ss~on, but In any case no later than December 3 1, 1997 

Section 6: Anciilarv and Secondary Activ~ties 

6 1 Where the Licence Holder authorizes a third party to carry out Ancillary Activit~es 
on ~ t s  behalf, the Llcence Holder shall ensure that the Ancillary Activities in question 
are carried out In accordance w~th  the provlslons of h s  Licence, the Act and any 
other applicable Laws In all such cases, the L~cence Holder shall be liable for the 
actions of the thlrd party as if the Ancillary Activ~ty had been carried out by the 
Licence Holder Itself 

6 2 Secondary Achv~ties of the Llcence Holder shall not jeopardrze the Generation 
actwltles of the Licence Holder and shall not threaten or In any way endanger the 
operaQon of the Electric~ty System 

Section 7: account in^ for Separate Busmesses 

7 1 The L~cence Holder shall lrnplement a transnarent system of accountlng m which the 
records for each of its Generat~on, Anci!lary and Secondary Activ~ties are kept 
separate and in accordance w~th  all relevant Laws, including but not Iim~ted .to Act 
XUII of 1991 on Accountrng (hereinafter the "Accounting Act") and the relevant tax 
Laws, for each such activity so that, among other things, any cross-financmg is 
exposed 

7 2 W~thout lu-niting the generality of Sect~on 7 1, the L~cence Holder shall comply with 
all other book-keeping and infonnat~on requirements prescribed by the Office in 
connecfion w~th accountlng as shall be required to allow the Office to perform its 
duties and exercise ~ t s  powers under the Act and other Laws 

Sect~on 8 Preservat~on and Disuosal of Generation Assets 

8 1 The L~cence Holder shall maintain its Generation Assets In proper working condition 
having regard to the general practices and rules5 of the electrlclty industry and shall 
preserve and operate the Generation Assets m the manner best calculated to ensure 
tke safe and continuous Generation of Electricity for sale to the Transmission 
Company, Suppliers and/or and Direct Consumers, as the case may be, subject In all 

Reference to "rules" was subsrituted for "standards" without SEB review 
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cases to the terms and provisions of the Operational Code and all other applicable 
Laws 

8 2 The Licence Holder shall only Dispose of any material portion of the Generation 
Assets or any Generation Assets listed in Schedule E in accordance with the following 
provisions of this Section 8 

8 3 If the Licence Holder Intends to Dispose of any matenal portlon of the Generation 
Assets or any element of the Generation Assets listed in Schedule E, the L~cence 
Holder shall glve notice to the Office of such intention at least ninety (90) days prlor 
to the date upon which the Dlsposal is intended to become effective The notice shall 
provide a full description of the Generatlon Assets concerned The Licence Holder 
shall, thereafter, also provide to the Office any additional information requested by 
the Office in relation to the Generat~on Assets in question, the circumstances of the 
intended Disposal or the intentions of the person in favour of whom the Generatlon 
Assets are to be Disposed 

8 4 For the purposes of thls Section 8 only, any elements of the Generation Assets shall 
be conclusively deemed to be a "matenal portion" of the Generation Assets if the 
absence of such elements would, or could be reasonably expected to, negatively affect 
the security, safety, quahty, continuity, cost, or standards of performance of the 
Generat~on activities 

8 5 The Licence Holder may Dispose of any of the Generatlon Assets specified in a 
not~ce glven to the Office pursuant to Sectron 8 3 only if the Office confirms in 
writlng that ~t consents to the Disposal of the specified Generation Assets, subject to 
such conditions as the Office shall specify 

8 6 The Office shall respond in writing to the notice of the L~cence Holder glven pursuant 
to Section 8 3, e~ther consenting to or refuslng permission to Dispose of the relevant 
Generation Assets, withln ninety (90) days of receipt of such notice by the Office, as 
provided in Section 7(2) of the Act 

8 7 Notwithstanding the provisions of Sections 8 3 and 8 5, the L~cence Holder shall be 
entitled to Dispose of any Generatlon Assets without glving nlnety (90) days notice 
to the Office ~f 

(a) the Office has previously issued to the Llcence Holder a general consent to the - Disposal of Generatlon Assets of a spec~fic description and the descrlptlon of 
the Generation Assets of whlch the Licence Holder ~ntends to Dispose 
corresponds to the specified description contamed in the general consent In 
such circumstances, the Licence Holder shall, in Disposing of such Generation 
Assets, comply with any conditions contained In the general consent whlch 
appl~es to such Generation Assets, 
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(b) the Office has prev~ously ~ssued to the L~cence Holder a general consent to 
D~sposal transactions of a specrfied descmptlon and the transaction 

contemplated by the L~cence Holder IS of a descr~pt~on whrch conforms w~th  
the specrfied descnptron, subject to complrance by the Lrcence Holder w~th 
any relevant cond~t~ons contamed m such general consent, or 

(c) the Generatron Assets of whlch the L~cence Holder ~ntends to Dlspose have 
been replaced by other Generat~on Assets capable of perforrnrng or fulfill~ng 
the same funcoons to the same or better standards as the D~sposed Generat~on 
Assets, subject to complrance by the L~cence Holder w~th  any relevant 
provisions m the Mrmster~al Decree ~ssued under Sectron 4(c) of the Act, and 
any other restnct~ons or cond~t~ons whch the Office may have prevlously 
placed on mvestrnent m or upgrad~ng of Generation Assets 

8 8 The general consents referred to In Sections 8 7(a) and 8 7(b) may be obtarned from 
the Office by way of a wntten request of the L~cence Holder, conta~nrng a full 
descnpt~on of the relevant Generat~on Assets or D~sposal transactrons, as the case 
may be General consents may be ~ssued by the Office under such cond~trons as the 
Office shall specrfy 

Section 9- Transfer Restr~ct~ons 

9 1 The Office's prior wrltten approval IS requrred for a11 transactrons lnvolvlng 

(a) the separat~on of the L~cence Holder or the fus~on or merger of the Lrcence 
Holder wrth other economlc assoclatlons, 

(b) any transfer or transfers of shares [or quotas] m the reg~stered [m~t~al] caprtal 
of the L~cence Holder whrch would result m any single person or group of 
persons act~ng jomtly holdrng shares [or quotas], acquiring (1) more than 25 % 
of the reg~stered capital of the Lrcence Holder, or (11) the rlght to exercrse 
more than 25% of the votes attachrng to all shares [quotas] of the L~cence 
Holder exerc~sable at a general meetlng of the Lrcence H ~ l d e r , ~  

(c) any acqulsrtron of a Controllrng Interest, or 

(d) the reducuon of the regrstered caprtal of the L~cence Holder, In one Instance - or m the aggregate, by 25 % or more 

H E 0  refered to quotas and shares as appropriate depend~ng on whether llcences were Issued to Ilmi~ed 
Ilab~llty companles (Kft ) or companles iim~ted by shares (Rt ) 
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For the purposes of Secbons 9 l(b) and 9 l(d), the term "registered capital" shall 
mean, at any given tune (1) the Licence Holder's registered capital as at the date of 
Issuance of this Llcence, or (11) lf the reglstered caprtal of the Lxcence Holder IS 

increased or decreased, in accordance with the provisions of this Section 9, on one 
or more occasions followrng the issuance of this Licence, the registered capital of the 
Licence Holder following such xcrease(s) or decrease(s) at the relevant time 

9 2 The Office shall respond m writing to any request for consent to effect any of the 
transactions contemplated in thls Section 9 with~n mnety (90) days of receipt of such 
request by the Office, as requrred under Section 7(2) of the Act 

9 3 If the Office refuses to grant its consent to any of the transactions contemplated in 
this Section 9, then the Licence Holder shall not effect or consent to any of such 
transactions and shall, notably, refuse to record m the registers of the Licence Holder 
any transfer or transfers of shares of the Licence Holder wh~ch would be In 
contravention of the Office's decision in this regard 

9 4 W i h  runety (90) days of the comlng rnto force of this Licence, the Licence Holder 
shall, if it has not already done so, file all documents at the relevant Court of 
Registry and do all things requ~red to amend its constating documents to create an 
obligation on its shareholders [or quotaholders] to inform the Licence Holder, In 
every case, of thelr intention to enter Into one of the transactions set out in Sections 
9 l(b) or 9 l(c), in order to permit the Licence Holder to obtain the required 
authorization of the Office ' 

9 5 Failure to obtain the prior wrltten approval of the Office for any of the transactions 
refcrred to in this Section 9, or other contravention of this Section 9, shall constitute 
a Material Breach 

Sect~on 10 Insurance 

10 1 The Licence Holder shall arrange and maintain Insurance sufficient to ensure the safe 
and continuous operation of its Generation activit~es 

10 2 Fa~lure to effect or maintain Insurance .,hall be conclusively deemed to constitute 
operation of the Generation Assets m a manner which exposes the safety of supply, 
l~fe, health, property and the environment to severe danger, as set forth in 
Section 25(1) of the Act, and may entail the revocation of this Licence as provided 
here~n 

' Ibrd 
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Section 11 Compliance with Laws and Other Rules 

11 1 The Llcence Holder shall at all tlmes durlng the Term comply w~th  the provlslons of 
the following 

(a) thls L~cence, 
(b) the Act and the Enforcement Decree, 
(c) Acr IV of 1959 on the Czvrl Code of the Republzc of Hungary (heremafter the 

"Clvll Code"), Act Xof 1993 on Product Lzabrlriy and all other relevant Laws, 
(d) all appl~cable techca l  and safety regulations, 
(e) the Operat~onal Code, and 
(f) all gu~dellnes published In the public Interest resolut~ons of the Office, 

In each case to the extent same are appl~cable to the L~cence Holder 

11 2 Unless otherwise stated by Law, fallure to comply with the Laws and other rules set 
out In Sect~on 11 1 shall be deemed to constltute a breach of thls Licence and shall 
authorize the Office to levy a fine and, m certaln cases defined m Section 25 of the 
Act, to amend or revoke this Licence 

11 3 The omlsslon In t h ~ s  L~cence of an express reference to the Licence Holder's 
obl~gat~on to comply w~th  any appl~cable Law shall not constltute an exemption of the 
Llcence Holder from its obligation to comply w ~ t h  that Law 

Sectlon 12 Compl~ance w t h  Emergency Prov~slons 

12 1 Without lim~ting the generality of Sectlon 11, the Llcence Holder shall comply wlth 
the provisions of the Government Decree ~ssued pursuant to Sect~on 47(3) of the Act 
In connection w~th  the restrlctlon or lnterruptlon of Electr~city supply, and wrth any 
d~rect~on or order glven by the Office or other Author~ty thereunder, and shalI also 
comply w~th all rules relatlng to fuel security, ~ssued pursuant to the Act or other 
Laws 

12 2 The Licence Holder shall comply wlth all other emergency Laws In effect from tlme 
to tlme, includmng, w~thout llrn~tation, Acr CX of 1993 on Narronal Defence 

Section 13 Compliance w ~ t h  Environmental Obl~~at lons  

13 1 Wlthout llrnitlng the general~ty of Sections 11 and 12, the L~cence Holder shall 
comply w~th  all Laws relatlng to the environment or environmental protect~on relevant 
to the establ~shment and operation of the Generation Assets and the conduct of ~ t s  
bu~inesses and operations, lncludrng Act LIII of I995 on rite General Rules for the 



Protectron of the Envrronrnent and shall also comply w~th  Section 17(2)(h) of the Act 
and all provisions of ~ t s  Environmental Code, created in accordance with Append~x 
5 of the Enforcement Decree 

13 2 The Llcence Holder shall, at all times, maintain sufficient financ~aI resources to meet 
its obl~gations under ~ t s  Environmental Code and the Laws referred to in Sect~on 
13 1 

Sectlon 14 Duty to Supply Information 

14 1 The Office shall be entitled to request, Inspect and prepare copies or extracts of all 
information, records or documents of the L~cence Holder related m any manner to the 
business and activities of the Licence Holder and lnclud~ng lnformatlon containing, 
without Ilmitat~on, state, servlce and busmess secrets, as required to ensure the 
continuity and safety of Generation and the fulfilment of the terms and provisions of 
this L~cence, the Act and all appl~cable Laws 

14 2 The Licence Holder shall submit to the Office by June 30 of each year annual 
financial statements, prepared m accordance w~th the Accountr~ _r Act, the appendices 
of which shall clearly dist~nguish between each of the G-r,,rat~on, Ancillary and 
Secondary Activities of the Licence Holder, and shall ~nclude an analysis of the costs 
of Generation 

14 3 Without llmiting the generality of Section 14 1, for the purposes of Section 55 of the 
Act, the Licence Holder shall prepare and, upon request, provide the Office wlth, 
among other th~ngs, the following ~nformat~on 

(a) invested assets register, 

(b) monthly management accounts (includ~ng ~nfonnat~on regard~ng lrquidlty), 

(c) deta~ls of Electric~ty sold 

(d) deta~ls of employee numbers by nature of employment, and 

(e) information demonstrat~ng compliance with the pr~nciple of mlnlmum cost and 
description of procedures - 

14 4 The L~cence Holder shall prepare and subm~t to the Office, along with ~ t s  request for 
approval of its prices and at any other tune upon the request of the Office, a lrst of 

Reference to procedures added by H E 0  n~rhout  SEB review 
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all costs orgarwed by categories establ~shed m accordance wrth the prlcing pr~nc~ples 
set out m the decree issued pursuant to Sect~ons 4(c) and 55(3) of the Act 

14 5 The Licence Holder IS required to prepare and subm~t to the office by March 31 of 
each year, an annual report relat~ng to ~ t s  operations In the previous calendar year and 
contalnlng the following 

(a) a summary and analysls of 

(I) the L~cence Holder's Generat~on activltles and Electnclty sales In the 
year, 

(11) the qual~ty of Generat~on and detalls of any measures taken for the 
Improvement of Generat~on quaIrty, 

(111) any malfunctions occumng In the year, and 

(IV) deta~ls of any changes made to the Generation Assets, lncludlng details 
of any elements that have been expanded, decomm~ssloned or replaced 
d u n g  the year 

(b) the short-term (three year) and current year's busmess plan of the L~cence 
Holder, contammg the followlng detarls 

(I) the forecasted Ava~lable Net Capacity, 

(11) any scheauled standstill last~ng longer than necessary accordrng to the 
norms of the Industry and the terms of the Operational Code, and 

(111) estunates of all development where the value of the Investment wlll 
exceed 100 M ~ l l ~ o n  HUF or 0 5 % of the Invested assets of the L~cence 
Holder, whichever IS less 

14 6 The Llcence Holder shall Inform the Office verbally, wrthout delay and w~thout any 
further notrce, of any event In connection w~th  the L~cence Holder, affecting a wrde 
range of consumers, havlng nat~on-wide xnportance or causlng an outage to especrally 
Important rnstltutlons In add~t~on, an individuaI report descrrbing and evaluat~ng the 
event shall be subm~tted to the Office for all such events and notably for events 
wxere 
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(a) there IS an operat~onal d~sturbance whlch results In a capacity shortfall of 50% 
of the total installed capaclty of the L~cence Holder [to be Inserted In the 
licences of Paks, Tlsza~, Dunament~, MitralIyg 

(b) materlal env~ronmental damage or polIution occurs, or 

(c) the Llcence Holder IS the victlm of a terrorist action 

In addit~on, the Licence Holder shall maintam records of any malfunction of the 
Generation Assets The L~cence Holder shall subm~t to the Office, upon request, the 
documentat~on prepared In connection with any malfunct~on 

14 7 The information and data requ~red by the Office pursuant to Sections 14 2 to 14 6 
shall be further deta~led by the Office from tune to time 

14 8 The Licence Holder shall subm~t all lnformatlon requ~red pursuant to this Section 14 
In the form requested by the Office The obligation to supply ~nformat~on to the 
Office m accordance w~th  this Sect~on 14 may be partly satisfied by the Llcence 
Holder through the submiss~on of lnformat~on m the form used for the subm~ssion of 
such informat~on to the Transmiss~on Company, the M~nistry of Industry and Trade 
and the Central Stat~st~cs Office 

14 9 The L~cence Holder shall comply w ~ t h  ~ t s  ob11gations to provide lnformat~on to the 
Transmission Company as set out In the Operat~onal Code 

Sectlon 15 Non-Transferabllity of Licence 

15 1 Th~s  L~cence may not be transferred, In whole or in part 

15 2 Any transfer or purported transfer of thls Licence shall const~tute a Mater~al Breach 

Sect~on 16- Sanct~clns for Non-Compl~ance with L~cence Terms 

16 1 The Office may levy fines agalnst the L~cence Holder for any breach by the Licence 
Hblder of any of the terms and provlslons of this Licence or any breach of the Act, 
in accordance w~th  Section 23(3) of the Act and the Enforcement Decree 

insened into ilcences as noted not In any others 
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16 2 The levying and/or the payment of any fine under thrs Section shall not affect or limrt 
the right of the Office to revoke this Licence in cases of contrnued breach of the Act 
or this Licence under the circumstances set out in Section 17 of t h ~ s  Llcence 

Sect~on 17 Revocation of the L~cence 

17 1 Upon the wrrtten request of the Licence Holder, the Office may revoke this Licence 
at its discretion, taking Into consideratron the security of supply 

17 2 The Office shall revoke this Licence upon not less than 30 days notice In writing to 
the Licence Holder rf any of the followrng circumstances occurs 

(a) if the Licence Holder fails or is unable to perform rts obligations under the 
Act or other acts of Parliament, or 

(b) in cases of Material Breach 

The Lrcence Holder shall noQfy the Office within eight (8) days of acqurring 
knowledge of the occurrence of any circumstance or event which does or could 
constrtute any of the situations or events described in this Section 17 2 

17 3 Notwrthstanding Section 17 2, the Office shall not revoke this Licence where the 
circumstances described therein are remedied by the Licence Holder within 30 days 
of receipt of the notice set out in Sectron 17 2 or the L~cence Holder has diligently 
taken all actions required or useful to remedy or alleviate such circumstances and the 
actions so taken are Iikely, in the judgment of the Office, to alleviate or remedy such 
circumstances within the delays acceptable to the Office, having regard to the dutles 
of the Office under the Act 

17 4 Where bankruptcy, l~qurdatron or final accounting procedures are commenced In 
relation to the Licence Holder pursuant to Act IL of 1991 on Bankruptcy Proceedrngs 
Lrqurdarron Proceedrngs and Frnal Accountrng (hereinafter the "Bankruptcy Act "), the 
Office may immediately revoke this L~cence as of the 1n1t1a1 date of the bankruptcy, 
liquidation or final accounting proceedings, as such Initial date is determined under 
the Bankruptcy Act 

The Llcence Holder shall notify the Office withln e~ght (8) days of the 
commencement and termination of the proceedings described in this Section 17 4 

17 5 The Office may revoke this Licence without add~t~onal notice in cases where the 
Licence Holder continues to operate the Generation Assets in a manner which exposes 
the safety of supply, human hfe, health or property or the environment to serlous 



harm desp~te prlor notlce and the levy of a fine by the Office m connection w ~ t h  the 
offence 

17 6 In cases of revocation of th~s  Llcence, the Office may lmtrate proceedlngs at the 
relevant Court of Reglstry for the cessation of operations and the wlnd~ng up of the 
L~cence Holder 

17 7 During the course of the procedure referred to In Sect~on 17 6 or unt~l the 
proceedlngs set out m Sect~on 17 4 have been completed, the Llcence Holder, or 
another licence holder appo~nted for such purposes by the Office, shall contlnue to 
operate the Generat~on Assets and perform the busmess and actlvitles of the L~cence 
Holder 

17 8 If a Ilcence holder other than the Licence Holder IS appo~nted by the Office for the 
purposes of ensurlng the continuing and unlntermpted performance of the busmess 
and actlv~tles prev~ously conducted by the Licence Holder, as prov~ded In 
Sect~on 17 7, the Licence Holder shall, upon the resolut~on of the Office, place the 
Generat~on Assets and all other books, records, information and other assets w~thln 
the possession of the L~cence Holder and necessary for conunuous and safe 
Generatlon at the appo~nted l~cence holder's d~sposal 

17 9 The Office may declare ~ t s  resolut~ons requlred to effect ~ t s  actlons under th~s  
Sect~on 17 to be effectlve ~rnrned~ateIy 

Section 18 Amendments to the Licence 

18 1 The Office may amend thls Llcence upon the wrltten request of the L~cence Holder 
pursuant to Section 23(1) of the Act in cases where a s~gmficant change m the 
circumstances of the Licence Holder has occurred The L~cence Holder shall not~fy 
the Office wlth~n 30 days of any change to the lnformatlon contamed In the Schedules 
and shall apply for an amendment of t h ~ s  L~cence 

18 2 The Office may amend this Licence where, despite notrce havlng been duly glven by 
the Office and a fine havrng been unposed, the L~cence Holder continues to operate 
rts Generation Assets rn a manner which exposes the safety of supply, human Irfe, 
health or property, or the envrronrnent to senous harm 

- 
Section 19 Notlce Provlslons 

19 1 Any notrce, consent, authorlzat~on, dlrect~on or other communicatron requ~red or 
permitted to be given under this Licence shall be rn wrltlng and may be del~vered by 
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telecopier provided that, In all cases, the original shall be del~vered by hand or by 
registered ma11 and addressed as follows 

(a) m the case of the Office 

Magyar Energla Hivatal 
Director of Energy Supply 
1081 Budapest 
Koztirsasag ter 7 

Facsimile (36-1) 117-1330 

(b) in the case of the Licence Holder 

19 2 Either of the Licence Holder or the Office may chang :dress for receipt of 
notice, or the person designated to recelve such notice, notice given as provided 
m Section 19 1, and such change shall be deemed not to const~tute an amendment to 
this Licence 

Section 20- Fees 

20 1 The Licence Holder shall be obl~ged to pay to the Office such fees as may be set in 
a separate Law by the Mimster, together with the Minster of Finance 

20 2 Without limiting the generality of Section 20 1, the Licence Holder shall pay a 
registration fee pursuant to Section 2 of Joint Decree 29/1994 (XI 4) IKM-PM and, 
in case of amendment, an amendment fee pursuant to Section 1 of that decree 

20 3 The amount of the fees descr~bed in Section 20 2 shall be calculated and paid when 
due by the Licence Holder based on the net revenues of the Generation activities 

The Licence Holder shall provide to the Office at the tlme of payment a11 relevant 
data and caIculations used by the Licence Holder in determining the amount of fees 
payable hereunder At the date of issuance of this Licence, Value-Added Tax of 25 % 
shall be payable on the amount of such fees in accordance with applicable Laws 

Section 21 L e ~ a l  Remedv 
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21 1 Pursuant to the Admimstrative Proceedings Act, the Licence Holder may lodge an 
appeal, addressed to the M~nister, agarnst the resolution of the Office containing the 
Office's decision on the merits and prov~ding for the imposition of a fine The appeal 
against the resolution shall be subm~tted to the Office 

22 1 Noth~ng in th~s  Licence shall be deemed to amend, modify or invalidate any existing 
contractual obligations of the Licence Holder or any other person, nor shall it requlre 
or entitle the Licence Holder or any other person to renegotiate, amend, modify or 
rescind any of its existing contractual obligations 

22 2 Nothing in this Licence shall invalidate any of the Licence Holder's exlsting public 
utility obl~gations pursuant to Sections 387 and 388 of the Clv11 Code (in particular, 
heat supply) The Licence Holder shall fulfil such obligations In accordance with the 
Civil Code 
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PART 111 

JUSTIFICATION 

Pursuant to Sections 10 and 57(5) of the Act and Sectlon 1 of the Enforcement Decree, the 
WGISTERED NAME OF COMPANY AND REGISTERED ADDRESS] submitted an 
application for an Operational Licence for the Generation of Electricity 

Within the framework of the lrcencing procedure, the Office has determrned that the 
Applicant has complied, In part, with the requirements specified in the Act and the 
Enforcement Decree Therefore, the Office grants this Licence to the Applicant, subject to 
the conditron set forth in Part I, Section A of thrs L~cence and to all the terms and conditions 
of Part I1 of this Licence 

The Appl~cant, pursuant to Jornt Decree 29/1994 (XI 4 ) of the Mrmstry of Industry and 
Trade and the Ministry of Finance, has paid an admi~l~stratlve fee in the amount of HUF , 
that is, Hungarian forints, exclusive of VAT 

Schedules. 

Schedule A Lrst of Documents to be Submitted to the Office 
pursuant to Part I-A of this Licence 

Schedule B Descr~ption of the Licence Holder and all Power 
Stations owned by the Licence Holder 

Schedule C Generating Units 

Schedule D Connection measurement po~nts between the Licence 
Holder and the Transmission Company and the Licence 
Holder and all other licence holders 

Schedule E L~s t  of all Generation Assets which form part of this 
Baslc Network 

Schedule F SuppI -rs receiving EIectric~ty directly from the Licence 
Holder 

CC 
Addressee (2) coples 
Hungarian Energy Office 
Electricity Licensing Dept ( 1) COPY 



USAID Eastern Europe Reglonal Energy Efficiency Project 
Regulatory Reform And Energy Sector Restructuring Contract 

Bratzslava, Slovakza, May 26,1998 

Llberahzation, Prlces and Prlvatizatlon in the Power Sector 

Jusef Biibalrh, Sectrun Hrud, Elrcrncrfi and Hrurrrrg Sector Secrrun llrrlrsm of l r~r l r~~rq  (lrrrl Truile 

The liberalization process In the Czech pouer sector pursults the main objecti~e of creat~ng the 
market environment and competrtion m order to prepare the pot\er sector tor an unusuai (rn the 
Czech Republic) approach to the management and trading in ths  sector 

The declsion to undergo far reachng changes of the management n s t e n  and t n d ~ n s  In the 
Czech power sector stems out from the presence of monopol~es and 11 1s underlrned b\ pol~tical 
social economlc and technical factors and last but not l e s t  h s  1s also an lntemat~onal 
requirement due to the gradual lnterconnectron of nat~onal gnds Into the LiCPTE ststsm nhich 
the Czech RspubIlc IS also connected to The maln effort of thls nen European structure as x~ell 
as of the proposed Internal electnc~w marhet IS to optimize the consumption of p n m m  sources 
of po~\er, to Increase the efficlencb of po\\er generatLon transmission and d~btnbut~on srressmg 
the env~ronmental protection An Important milestone n ~ h n  the I~benl~zation must be non- 
dlscnminating access of d l  part~es to the power gnd and the free cho~ce m the elecrnc~rt trading 
whlch should result m a free trading wth  h s  commodlb and In competlti\e elecmcitv pnceb 
n h c h  shall be mlmmized b\ market forces 

The M~nlstry of Industry and Trade perceives the power sector reform as beneficial for 
customers or electnc~t). end consumers The blinlstn of Industn and Trade prefers energ 
consenatlon to projects of new power sources and thev prefer those optlons nhlch ~ 1 1  
mlmmlze the env~ronmental loads It IS obv~ous, that the alm u not the l~benlizat~on of and 
competltlon m power genentlon, transmiss~on, d~smbut~on and suppl~es but these are onlv the 
means for achevmg the goals 

In order that the lndlvidual nat~onal _ends could turn Into the European electncitv market the 
European Parllarnent m Brussels adopted Dlrectlve No 96/93 EC on December 19, 1996 under 
the headmg the Internal Electricity Market D~rect~ve 

The mlmstry of Industry and Trade IS aware of the fact that necessary steps based on the Eb 
D~rectlve No 96/93 must be tahen and that the Czech Republ~c w11l habe to liberal~ze the Czech 
power sector The necessm condlt~on In th~s  process u the adequate pace of th~s  IiberaI~zclt~on 
t&ng Into account soclal impacts and mantammg the nat~onal end stabllltv The poner sector 
I~beral~ntron In our country requlres the followng prerequlsltes 

1 completion of the process of the electnc~w pnce rect~fication for all tvpes of end 
consumers, 

2 compIet~on of the pnlatIzat~on of the reglonal d~stnbut~on companies 
3 resolve the posltlon of the transmlssron svstem, 
4 specrfy the trurffs for the svstem utrlrzatron and senlces 
5 desrgn and ~mplsment one of the th~rd partv access models 



a) ne~otlated thud pm access model (e g the suppl~er - either Importer or generator - 
and the legitimate customer elther \\ltlun the region or outslde the region suppl~ed 
fiom the gnd w1Il be entitled to sign supplt contracts) 

b) single buyer model (the gotemment appo~nts an artificial person to be the onlt buber 
w h n  a specrfic regon supplied bv the gnd operator) 

The srngle electncitv buver and seller model is suitable in the power sector w~th a \enical 
svstem of management such as EDF and not for a honzontal svstem of management to uhich the 
Czech power sector IS headed for In the honzontaIIl orgmzed poner sector the nezotiated thud 
party access is the most appropnate model The onlv buver is a central bodv ~ h c h  purchases the 
electncrty fiom all generators and then resell it to others At the same time tlus bod\ IS 

respons~ble for the power p d  stabilin 

The negotiated h r d  p a n  access prokides an oppornmlh to poner generators to sign dlrect 
contracts w~th  customers w th  the participation of the Electncitv Dispatching Centre but the 
Electncitv Dispatching Centre is not in\ ohed in the deal itself hone\ er it is responsible for the 
t e c h c d  aspects of the deal and specifies techn~cal and administratne terms 

From the view of operung the internal market there are cntena applicable to both models wth 
the only exception of obtalmng new capacities (e~ther bv generation or ~mpons) The single 
buyer model uses the bidding process and the h r d  partv access authonzation 

The EU D~recti\e gives the fieedom to the member countnes in introducing compctitlon both in 
tzeneratlon and retail sales It is necessary to mention, that the size of competition determrnes the " 
tvpe of regulation If there 1s a sound and \\el1 defined competition In the pouer generation then 
h s  area does not require any regulat~on 

The general evpenence fiom abroad shows that the competition is much more effective in 
bnnglng benefits to customers than anv regulatron 

The h.Imsw of Industry and Trade is auare that the Czech Republ~c power sector legislat~on 
must be hllv compatrbie with the EU legislation u h c h  also includes the Drrective mentioned 
above There is not only the need of approumation and harmoniatron but the actual need for 
reorgamzatlon of the Czech power sector and rmplementation of market principles 

The Mlmstrv of Industry and Trade is currentlv woriung on a project of the Czech pox\er sector 
reform as the majontv of the electncltv generation is concentrated at CEZ a s  including the 
natural monopolv represented bv the national gnd The EU Directne No 96/92 requires such 
utilrt~es to keep separate accounting for generation trmsm~ssron and distnbution ~ h c h ,  in th~s 
case coters the entire CEZ a s i h e  opinion of the Minlstq a, that is desirable to ha\e a clezer 
cut bemeen transmlssron and genemon This further divlsion can be camed out either by 
estsblishmg a CEZ a s  subsidiary or by a complete split which could be a part of the 
pntatizatlon process hevt pnh atizatlon step should also address the Issue uhether to malnnln 
the existing CEZ a s  generating CapaClN or to allon competition in generation b> restructunng 
the CEZ a s generation section 



The hl~nrstrv of Industry and Tnde supports the Idea that the essential prerequisltc for creating a 
well performing e lec tnc l~  market are realrstlc not distorted electnc~n pnces In order that the 
market could ~korh on the envisaged market pnnc~ples lncludlng the Idea that e \eq customer In 
the h r d  p a p  access model shall be able to choos h ~ s  elsctnc~tv suppl~er or generator In the 
fume At the same tlme, the rntroduct~on of more realistic pnces should not cause unacceptable 
pnce Increases whch mould h a ~ e  an adterse Impact on the publ~c 

Key Pornts 

The hlimstry of Industn and Trade IS cunentlv developmg a market o r g u a t l o n  whch should 
result In less d~scnmmat~on, Improte the transparencv and bnng more benefits to customers 
Both the slngle buver model as &el1 as the thud p m  access to the gnd requlre a clear cut 
between the generation, transmlsslon and dlstnbutlon funct~ons m the pouer sector, n h c h  as a 
mlnrmum requlrement, should be provlded at least by a sepmte accounting for these opentlons 
so that the electnc~tv pnces would not be d~storted An integral part of a new electncirv market 
model must be an Independent and welI-perfomng regulator The regulator s objectlw 1s the 
monrtonng of equal condit~ons, creatlng of competltlve environment where natural monopoIles 
evrst and to protect customers 



Safct\ Zonc for Gas Cquipiilcnt 

Tvpe of Equ~prnent S ~ z e  of Zone 

Underground Storage Faal~tres 250 rn 
Storage Facil~t~es for Comprcsscd L~qucticd Gas 
With a Contcnt > 5 m' to 20 m' 20 m 

r 20 m3 to 100 n13 40 m 
r 100 m' to 250 rn' 60 rn 

3 150 rn3 to 500 rn' 100 m 

>5M)m3to IOOOm' 150 m 
r 1000 m' to 3000 m' 200 m 

3 3000 m3 300 rn 
Gasorncters 
to 100 m3 30 rn 
> 100 m' 50 rn 
Gas Filitng Stations (dt5tdncc from thc cquipmcnl) 100 rn 

Liqucfdct~on Station for Comprcsscd Ga\ 
Evaporat~on Statton for Liqucficd Gas 
Compressor Stat~on (datancc from thc cqutpmcnt) 
H~gh Prcssurc Regulator Stat~on 
Very High Prcssurc Rcgul-~tor Station _ Hrgh Prcssurc G I\  Plpcl~ncr 
to DN 100 
to DN 250 
> DN 250 
Very Hlgh Preqrur~ G,I\ Plpcl~ncs 
to DN 300 
to DN 500 
r DN 500 



ACT 

dated 2 November 1994 

on Cond~t~ons  for Business and the Performance of State Admlnlstratlon 
In Energy Sectors and on the State Energy Inspectorate 

parliament has passed this act of the Czech Republ~c 

P A R T  I 
GENERAL SECTION 

Art~cle 1 
Subject Matter of the Act 

Th~s  act (herernafter simply "Act") governs conditions 
tor business m the elecmcity, gas and hcaung lndustnes 
thereinafter slmply 'energy Sectors") as well as the related 
rights and obl~gations of natural or legal persons and 
[hr performance of state admmatrat~on in this sector as 
J u hole 

(I) The Subject of business in energy sectors is the pro- 
duction of elecmcity, gas or heat and the disu~bution of elec- 
Incity gas or heat to natural or legal persons supplied m the 
publ~c Interest 

(3 For thc purposcs of this Act thc dlgtnbution of clcc- 
irlcity gas or hcat shall be undcrstood as thc transmlsslon 
tr~nsportation, stomgc,convcrsion and supply ofelcctricity 
gas or h ~ t  

Article 3 
Llcenslng 

(1) Natural or legal persons may do busmess m the en- 
ergy sectors of the Czech Repubhc, under the conditions set 
by tha Act only on the basis of a state license (hereinafter 
51mply license *) granted by the Ministry of Industry and 
Trade (hereinafter s~mply Ministry' ) 

(2) A license shall bc gnntcd for a definite period at 
mlnimum 25 years for 
a) the production of electncity gas or heat 
b) the distnbut~on of electnclty gas or heat 

(3) A license holder is entitled to request an extension 
of a l~cense one year before the expiry of the penod for which 
he was granted a llcense 

(4) A l~cense is not transferable to another naturai or 
Legal person 

Article 4 
Cond~t~ons  for Crantlng a Llcense 

( I )  The conditions for gmting a l~cense to a natural 
person are 

a) attalnmcnt of 21 years of age 
b) fimess to perform judicial acts, 
C) irreproachabi1;ty 
dl permanent res~dency in the Czech Republlc 
e) professional qualificat~on or appointment of an expcrt 

represcntatlve In accordance with article 5 

(2) The condit~ons for grantlng a license to a legal per- 
son are 

a) a registered office in the Czech Republic 
b) appointment of a representative who fulfills the condl- 

trons in paragraph 1 
(3) A natural or legal person who applies for a license 

must show that he has the financial, technical and matenal 
prerequ~sltes for the performance of licensed acuvitles and 
that these actlvltles will not jeopardize Interests in envlron- 
mental protection in accordance with statutes 

(4) For the purposes of this Act a person shall not be 
cons~dered irreproachable who has been sentenced by auth- 
ontles 

a) for a cnme of which thc circumstances relate to the sub- 
ject of business of this Act 

b) for a d~ffcrent cnme comm~tted wrllfully if, glven the 
character of the buslncss person, in l~ght of thc fact that 
he is performing licensed actlvities, tt is feared that hc 
will commlt the same or another s~milar cnme dunng 
the performance of licensed actlvrucs 
(5) For the purposes of this Act, professional qualifi- 

cation shall be understood as complcted univcnity educa- 
tion in a technical field and thrcc years cxpencncc In that 
field or complctc specialized secondary education 1n a tech- 
nical ficld with a diploma and six years' expenencc In that 
field and for electncity generation of up to and Including 
1 MW of installed capacity, m n m g  m the field and three 
years' expenence m the field or a requalificahon certificate 
for the operation of small energy sources 

(6) Approval of the State Office for Nuclear Safcty IS 

required for grantlng a liccnsc for the generation of electn- 
city or heat m nuclear facilities 

(7) The public Interest shall be taken into considcnt~on 
during the decision-making on the granting of a liccnsc 

Article 5 
Authorized Representatwe 

(1) For the purposes of t h ~ s  Act m authonzed repre- 
sentative shall be understood as a natural person appointed 
by a holder of a license for production or d~stnbutlon 
(hereinafter simply llcense holder ) who is responsible for 
the proper performance of licensed actlvities in accordance 
w~th  this Act 

(2) An authonzed rcpresentatlve must fulfill the condi- 
tions for the grantlng of a license under article 4, paragr;lph 1 

(3) The functlon of an authonzed representative may 
be performed m every case only for one l~cense holder 

(4) All llcense holders who arc legal persons shall be 
obliged to appoint a representatlve 

(5) An authonzed representatlve of a legal person may 
not be a member of the supervisory board or other manage- 
ment body of th~s  legal person 

(6) If a license holder IS a natural pcrson hc may also 



appornt a representatlvc through whom liccnscd actlvitlcs 
will bc pcrforrncd 

(7)Thc Mlill\try \hall niahc irccord ot thc J ~ ~ ~ I I I I I I ~ C I I I  

of a rcprcscntatlvc 
(8) If an authorlzcd reprcscntatrvc stops discharging 

h ~ s  tunct~on during the pcrformance of llccnscd actlvlties 
thc rcspcctlve l~ccnsc holdcr must appoint a new represcn- 
tatlvc w~thin 15 days Thc liccnsc holdcr shall bc rcsponsl- 
blc for thc pcrformancc of llccnscd actlvltlcs unt~l thc ap 
polntment of a ncw representatlvc 

Artrclc 6 
L~cense Applicat~on 

(1) A wnttcn appllcat~on fora liccnsc for a natural pcr- 
son shall contatn 

a) his namc and surname pcrmancnt rcvdcnrc blrth 
rcglstratlon number tf hc I$ appolntrng an authorlzcd 
rcprc$entatlvc hc \hall supply thc ramc ddt.1 tor tllc 
rcprcscntatlvc and a written propod for hrs dp- 
proval 

b) the subject, place and scope of busrncss, as wcll as the 
dcllmlted reglon m the case of a l~censc for drstnbut~on 

C) the business name and tdcntification nunibcr rf one has 
bccn ass~gncd 

d) thc pcr~od of buslncss 
(2 )  A wnttcn appl~cat~on for a Ivcnsc for a Icg 11 pcr 

son shall contain 
a) the bus~ncss name, address and form of thc Icgal pcrson 
b) thc subject place and scope of busincss as wcll as thc 

dcllmltcd rcglon In the case of a Ilcensc ford~str~but~on 
C) thc ~dcntlfrcat~on numbcr tf one has bccn ws~gncd 
d) data conccrnlng an authonzcd rcprcscntatlvc and 

a wrlttcn proposal for h ~ s  approval 
e) thc pcnod of busmess 

(3) An appl~catton under pdragraphs 1 and 2 $hall havc 
the follow~ng enclosures 

a) a notanzcd copy of the agreement or dccd on organlza- 
tron or foundat~on of thc lcgnl person and for pcmom 
llstcd thcrc an cxccrpt from tllc Commcrclal Rcgntcr 

b) an cxccrpt from the Crlmlnal Rcg~stcr conccnllng the 
nltural pcrson and the authorized rcprescntatrvc whlch 
IS not morc than SIX months old 

C) documents regarding profcss~onal qual~fication 
d) financldl statements which arc not morc than SIX 

months old on thc datc of the submlss~on of thc appll- 
cation and for lcgal persons already conduct~ng busr- 
ncss verrficd by an aud~tor 

Artrcle 7 
Crantrng a L~censc 

( I )  Thc Minictry shall grant a Irccnsc ~f thc conditions 
for ~ t s  gnntrng undcr art~cle 4 arc fulfiilcd 

(2) If thc Mln~stry dircovcn beforc the lrsuancc of a dc- 
clsion that an ~ppllcatlon 1s lncompletc thc Mlnlstry shall 
grant the applicant a penod adequate for thc cllmlnat~on of 
shortccr.~~ngs At the same tlmc the Ministry shall remind 

him that thc procccdingc will bc suspcndcd if  thc bhort 
comlngs arc not cllrnlnat~d u~thln  this pcr~od 

( 7 )  A d ~ c i \ ~ o u  on 111c p-hillinp ol I l iccns~ cont \In\ 
a)  t h ~  b u s ~ n c ~ ~  ~laiiie ot tlic naiur 11 or I L ~  11 pLrroIi wlio 

will pcrform l~ccnscd activltics 
b) thc subject placc and scopc of businc\s ar wcll as thc 

dcllmltcd rcglon In the casc of a Ilccnsc fordlstr~bution 
C)  thc tcchnlcal condltioils wlth wh~ch thc llccnsc holdcr 

1s obllgd to comply ln thc pcrfomiancc of llccnscd ac 
t l V l t l C ~  

d) the pcr~od of valldlty of a lrccnsc lncludlng thc 
deadl~ne for the commcnccment of thc pcrformancc 
of llcenscd activltics 

c) approval of the authorlzcd rcprcscntat~vc undcr artlclc 
5 paragraph 4 or article 5 paragraph 6 

Article 8 
Expirv of a Llccnsc 

( I ) A lrccnsc shall cxplrc 
a) for natural pcrsons by dcath or pronouncement of dcalh 
b) by rcmovai of a lcgal pcrson from the Cornmcrc~al Re 

gistcr 
C) announccmcnt of banhuptcy or rcjcctlon of a fillng of 

b inhruptcj duc to a llch of ~ssc t s  
d) cxplratlon ot thc pcr~od for whicll tlic liccnsc wa\ gran- 

tcd 
c)  a dcc~s~on  of thc Ministry on thc rcvocatlon of a liccnsc 

(1) The M~nrstry shall rcvohc a l~ccnsc ~f ~t discovers 
that 11s holdcr 

a) stoppcd fulfill~i~g thc condrtrom for thc granting of a II- 
c cnx  in accordancc with thls Act 

b) v~olatcs statutcs on cnv~ro~lmcntal protection durlng 
thc pcrformancc of llccnscd actlvltrcs 

C) cndangcrs thc livcr hcalth or propcrty of pcnons 
through thc brcach ofobl~gat~ons sct down by thrs Act 
(3) Thc Mrnistry may rcvohc d hccnsc In thc cvcnt that 

thc lrccnsc holdcr hds not begun thc pcrformance of I~ccn- 
scd actrvit~es by thc deadllnc fixcd ln thc dcc~s~on  on thc 
gnntrng of a liccnsc 

(4) If a l~ccnsc holdcr rcqucst\ it ln wr~tlng, thc Min~s 
try shall rcvokc thc rcspectlvc lrccnsc 

(5) If a llccnsc holdcr requests thc revocation of a 11- 
ccnsc hc 1s obl~gcd to contlnuc supplying clcctnc~ty gas or 
hcat lor s ~ x  months attcr thc submrsston of this rcqucst Hc 
docs not havc thls oblrgat~on ~f hc dcmonstratcs that hc is 
not able to tulfill his obl~gat~ons due to d~fficult~es that arose 
beyond his control and which arc not w~thln h ~ s  powcn to 
overcome 

A r t ~ ~ l c  9 
Obbgat~ons and Rlgllts of a License Holder 

( 1 )  A I~ccncc holdcr 1s obligcd to cnsurc that thc work 
rclatcd to thc pcrformancc of llccnsed actrvltlc$ requiring 
profcss~onal qual~ficat~on ~n accordancc w ~ t h  spcclal 
statutes IS carr~cd out only by persons posscsslng thls 
profcss~onal qual~fication 

" For Instance Act No 17411968 on cpecral \talc supcrv~s~on of work safety ar amcndcd by latcr rtarutcs Dccrcc No 5011978 of thc 
Crcch Oficc Tor Work S~fcty and ~ h c  Clceh M~ning Office on profe\rional qu~l~ficatlon In clectrrcal enginccrrilg Dccrcc No 
2lllY79 01 the Czcch Off~cc for Work Satcty and thc Crech Mlnl i~g Office w h ~ e h  spcclfic\ backup gar fac~litics and \el\ wnlc cond111 
on5 for ensurrng ihcrr ~afery as amendcd by hcree No 55411990 
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(2) A llcense holder 1s obllgcd to ensure that the tcch- 
nlcal equipment uscd for thc performance ot ltccnscd actl- 
bltlcs fulfills the satctv and r c l ~ a b ~ l ~ n  rcqulrcmcnts \rt h\ 
uork-safety statutcs and othclal tcchnlcdl standard5 

(3) A holder of a llccnse for dlstr~butlon (hercmaftcr 
slmply suppl~cr ) 1s obliged lf it is technrcally and tinan- 
clally fcas~blc to concludc a contract on thc supply ot a sc- 
lectcd type of cncrgy with cvcry natural or lcgal pcrson who 
requests and fulfills the condlt~ons of this Act and IS loca- 
ted In the place of performance of liccnsed actlvlties (herel- 
naftcr stmply "customer ) 

(4) A suppller has the nght to 11m1t or mtcmpt the sup 
ply of energy set by a valld contract to the necessary extent 
m these instances 

a) In direct endangerment of thc llvcs hcalth or propcrty 
of persons and durlng the cllmlnat~on ot these clr- 
cumstanccs 

b) durtng state\ of emcrgcncy undcr dniclc 11 pdragrapli 
I or during actlvitics d~rcctly prcvcntlng tliclr occur 
rcncc 

c) dunng the implementat~on of planncd renovation rc- 
pairs maintenance and lnspectron 

d) during thc occurrcncc and clirntnat~on of brcahdowns 
of cqulpment for cncrgy d~\tnbution (hcrcmaftcr slm- 
ply d~stribut~on cqulpmcnt' ), 

c) dunng thc lmplcrncntat~on of ncccssdry opcration~l ad- 
justments for not more than 30 minuter In thc casc of 
elcctr~c~ty, 48 hours for gas and 16 hours for hcat 

O during unauthor~zcdconsumpt~on according to the spc 
cia1 section of this Act 

g) ~f during the concumptlon of cncrgy a customcr uscs 
equipment whah c~iddnger\ thc I I \ L \  hcilth or pro 
pcrty of pcrson5 

h) ~f the customcr uscs dur111.g thc conwmptlon of cncr- 
gy cquipmcnt whlch affccts thc qual~ty ot cnergy to 
thc dctrimcnt of othcr customers and avallablc tcchnl- 
cal mcasurcs wcrc not tahcn to l~mit this cftcct 

I )  on thc basn of thc dlspatchtng Instruction undcr art!- 
clc I3 paragr tph 8 
( 5 )  In thc ~nstanccs nicntiol~cd 111 p lraguph 4 lcttcr 

c), the suppl~cr 1s obl~gcd to mnouncc thc commcnccmcnt 
and tcmllnatlon of thc l~mltatlon or lntcrruptlon of cncrgy 
supply In a nlanncr customary In thc gvcn locat~on at least 
15 days In advance 

(6 )  In the ~nstanccs mcnt~oncd In paragraph 4 thc sup 
pllcr IS obligcd to restore thc supply of cncrgy ~mmcdlatcly 
after the rcmoval of the causes of ~ t s  ltmltation or mtermp- 
tlon 

(7) In thc ~nstanccs mentioned in paragraph 4 thc nght 
to compcnsatlon for damagcs ant1 lott profit 15 w llvcd T h ~ s  
docs not apply it thc l~ccnsc holdcr d ~ d  not fullill thc an 
nouncement obllgat~on undcr paragraph 5 

(8) A holdcro! a Iiccnsc for product~on or d~str~but~on 
is obl~gcd 

a) to prov~dc upon rcqucst of thc Mlntstry lnfornlatlon 
neccssiuy to discharge his r~ghts and obl~gatlons ensu 
Ing from thls Act 

b) allow accrcd~tcd employees of thc Mlnlstry access to 
bu~ldlngs In whlch l~censed actlvltlcs are performed 

In order to verlfy the lnformatlon provided 
(9) A ruppl~cr 1s obltgcd to otfcr natural or legal pcr- 

\on\ ulioe\prcss Icg iI ~ntcre\t intomi Ition on thc locatron 
ot distribution t ~cllltic\ ~ n d  c\~cntlal d lta about thcm 

( 10) W~thln three months after thc granting of a llccnsc 
115 holder 1s obllgcd to dcvclop an lnc~dcnt plan for thc prc 
vcntion and handltng of 5tatcs ot cmcrgncy and to ~ u b m ~ t  
~t to the Ministry with the cxccptlon of clcctnc~ty gcncn- 
ting plants up to and including 10 MW of installed capaclty 
and heat supply networks up to and tncluding 10 MW 

(1 I )  A supplier has the nght 
a) to cntcr someonc clsc's propcrty ~n thc context of thc 

cstabllshment opcntion repalr and malntcnancc of 
distnbut~on equlpmcnt 

b) to rcmove and prunc trect and othcr vcgctatlon thrca 
tcnlng thc safc and rcliable operation of dlstrlbut~on 
equlpmcnt m InstanccF In whlch aftcr a prcvlous war- 
ning thc owncr or urcr has not donc so h~rnsclf 

C) to jet up and opcratc hls own ~ c I c c o ~ ~ u ~ I c ~ ~ ~ o ~  net- 
work for thc control mcasurcmcnt safcguardrng and 
automation of thc opcratlon of clectncity gas and heat 
networks and for data tnnsmlsrlon for thc opentlon of 
computers and lnformat~on systems 

d) to cntcr In accordancc with ~pcclal rcgulatlons closcd 
prcmlscs and fclc~litlcs for thc pcrformancc of ictlvl- 
ttcs and scrvtccs of a body of thc M~n~stry  of Dcfcnsc, 
Mlnlstry of thc Inlcrior Ministry of Justrcc as wcll as 
~ ~ l w a y  operational factl~tics and to cntcr propcrty 
where 5pccral telecommun~cat~on equlpmcnt 1s loca- 
tcd to the cxtcnt and in the manncr ncccssary for thc 
prformancc of llccnrcd activltlcs 

e)  to UIC consitnilng crlulplncl w f  curtomcr\ In qtatcs ot 
emcrgcncy to the ncccssary dcgrce 
(12) Durrng the cxccutlon of author~ty undcr the prc- 

vlous pangnph a supplicr 1s obllged to respect fully thc 
r~ghts of owncn of thc propcrty In qucstion and to not~fy 
thcm of cntry Into the~r propcrty Aftcr thc conclus~on of 
work the wppllcr 1s obllgcd to rctum thc propcrty to m prc- 
v~ous cond~t~on 

( 13) If a propcrty owncr or tcnant lncun propcrty dr- 
magc a\ a result of a supplnr cxcrclslng rightr undcr para- 
graph 10' or is rcstrictcd o thc normal usc of propcny, hc 
has a right to lump sum compcnsatlon It is ncccssary to 
mahc a ~clalm for thls compcnsatlon w~th thc suppllcr who 
cauwd propcrty damagc or limitat~on ot thc usc of propcrty 
w~thln SIX months of thc day on whlch thc owner or tenant 
lcamcd of ~t but not later than one ycar aftcr the occurrcncc 
of property damagc or l~mltat~on of the use of propcrty, 
othcrwuc the r~ght explres 

Artlclc 1 0  
Obiigat~on of Public Serv~ce 

( I )  For the purposcs of this Act publlc scrvlcc shall bc un- 
dcrstood as thc obltgation of a Ilccnsc holdcr to supply clec- 
tnclty gas or hcat outsrdc of thc framework spcclficd In the 
llcensc granted 

(2) In thc event of a pressing nccd In the publlc me-  
rest a l~censc holdcr shall havc the obl~gatlon of publlc scr- 
vlce based on a declslon of the Mlnlstry 

Tr.~n\l.ttor \ note 11 lppean ill 11 thc rclcrcncc \huuld Ix to parapph I 1  



(3) A dccls~on of thc Ministry shall bc issued for a dc 
f ~ n ~ t c  pcrlod at maxlniurn SIX months Appcal agdinbt t h ~ s  
dcc~s~on shall not havc a dcla~lng tffcct 

(4) Dcrnonstrablc loss incurrcd by a llccntc holdcr by 
undertaking thc obl~gatlon of publlc scn lcc shall bc com 
pensatcd from the budgct of thc Ministry 

Article 11 
State Regulation 

(1) L~cense holders arc subject to state regulation 
(heremafter simply Rcgulatlon ) performed by the 
Mrnlstry 

(2) For the purposes of t h ~ s  Act, Regulatron shall be un 
derstood as bnnging mfluence to bcar on thc cxecutlon of 
licensed activities and new investments In sources and net- 
work equipment ur accordance w ~ t h  this Act, in such a way 
as to prov~de a substitute for a competitive environment 

(3) The Ministry is the only body authorized to subnut 
proposals for changes In the prlccs of clcctr~clty gas and 
hcat to thc Mlnlstry of Flnancc *) 

(4) Thc Mln~stry IS authonrcd to lnspcct and rc\ ICW thc 
rcasonablcness of costs lncurrcd by 1ndrvidua1 l~ccnsc hol 
dcrs In tlic cxccut~on of l~ccnscd actlv~tics 

(5) For thc purposc of pcrtormlng Rcgul rt~on ~ m p l o  
yccs of ~ h c  M~ri~stry hsvc tlic right to 

a) cntcr burIdings 111 wh~chl~ccnsedactiv~t~cs arc cmicd out 
b) look at (inspcct) accounting and other documents of 11 

ccnsc hoidcrs necessary for the pcrformancc of Rcgu- 
lat~on and to rcqucst cxplanatio~it of thcm 
(6 )  Enlployccs of dic Mlillstry who obtain ~nforliiat~on 

durrng tlic course of pcrfurn~~ng Kcguldt~on Irc oblrgcd to 
111 iiqtain eoiil~dcii~i~lity dbout 111 Ihc 111 lttcls \ \ I l l [  I1 tlicy he 
colnL aw lrc ot 111 t h ~ ~ r  work '' 

(7) Tilc M~ulstry shall cetabllsh by dc~rcc  ~ I I L  procc 
dure tor thc pcrforniancc of Rcgulatlon 

Anlclc 12 
State of Emergency 

(I) For the purposes of thls Act a etate of emergency 
shdll bc undcrstood as thc l imit~t~on or tntcrruptlon of sup- 
ply of clcctrlrlty gas or licat throughout thc Crcch Rcpu 
b l r~  or 111 pwt thcrcof ar a rcsult of 

a) n ttural d ~ s  lrtcrs 
b) mcasurcs of st ~ t c  author~tics during a 1111llt ~ r y  st ltc ot 

alcn 
C) acc~dcnts at facilities for thc product~on and dlstribu- 

tlon of energy, 
d) a long-tcm shortagc of cncrgy sourccs 
e) a smog sltuatlon as dcfincd by spcclal statutes 
f) an act of tcrrorlsm 

(1) Durlng stales ofcmcrgcnc) Irccnsc holdcrs and cus 
tomcrs arc obligcd to acccpt a lirnltat~on on consumptlon 
Thc cxtcnt and t~zcthod of consumptlon lim~tat~on shall bc 
sct by the Min~stry by dccrcc 

(3) Thc Govcnlmcnt shall dcclarc 1 s t ~ t c  of cmcrgcncy 

for thc cntirc countrv through thc mass media If a statc of 
cmcrgcncy conccrns I spccihc part ot the countrv tllc MI 
nlstr) shall dcclarc ~t 

(4) Liccnsc holdcrs arc obligcd inlrncd~ ~tcl) attcr thc 
occurrcncc of an acc~dcnt or dcclardtlon of a statc of cmLr 
gency to bcgin eliminating the conscquenccs m accordancc 
wlth lncldent plans 

(5) If as a rcsult of a statc of cmcrgcncy a scrious in- 
tcrmptlon of the supply of clcctrlclty or gas occurs cspccr 
ally durlng extensive acc~dcnts at facll~ties for thelr produc 
tlon and dlstnbution llcensc holdcrs whose technical con- 
dlt~ons pcrmrt it arc obllged to take part In the rcmoval of 
damage and the restoration of supply 

(6 )  The removal of damage and restoration of supply 
in the prevtous paragraph shall be coordinatcd by thc Mi 
nistry, the Instructtons of which licensc holders are obl~gcd 
to follow 

(7) The Mlnlstry shall dctcrmine by dccrce the procc- 
durc to bc followed dunng thc cmcrgcncc and rcmoval of 
thc conscqucnccs of a sntc of cmcrgcncy 

Artlclc 13 
D~sp~tc l l lng  Facll~tlcs 

( I )  Drsplt~hlng f ~ci l i t~c\  cnsurc a b 11 lnLc b~twccn Ln- 
crgy sourccg and consumption as wcll m thc safc and rclr I 

blc opcra[lon of clcctnc~ty and gat nctworhs 
(2) For thc purposes of thls Act, an elcctrlclty nctworl, 

shall bc undcrstood as a sct of lntcrconncctcd fac~litics for 
tlic bcncration and distr~bution of clcctrrc~ty lnclud~ng con- 
ncctlons to tlic main nctwork clcctrlcity consuming equip 
rncnt and tllc sy4lcni ofcontrol ~ n d  sdfcty ?ppdratus and mc- 
~ L I I I ~ ~  l\ ncll I \  I ~ciliircs lord 11 I tr u~slnls\~on lor  t l l ~  OPC- 

ratloll ol coinl~utcls lrld 1111ornl Illon syslcnis 
(3)  forth^ p u r p o s ~ ~  ot 1111s Act I gas nclwork sh 111 bc 

undcrstood as a sct ot lntcrconncctcd fac~lltlcs for thc pro 
ductloll and dlstrlbution of gas, underground storagc faclli- 
tics conncctlons to thc pipclinc nctwork and gas consuming 
equipment, rncluding the systcm of control and safcty appa- 
ratus and mctcnng as wcll as facihtics for data transmrsslon 
for thc opcrdtion of computers m d  ~nformation tystcms 

(4) Suppliers who opcratc distr~bution cquip~~lclit dt 
Iiigh ind vcry hlgh voltaps and d~stribut~on cquipmcnt at 
prc\burc Icvcls ibovc 0 3 MP I drc obligcd to set up and opc 
i u c  dt tlicir o\\n cxpcnsc d ~ r p ~ t c h ~ n g  unlts to control a II-  
m~tcd scctlon of thc clcctrlclty or gas nctwork 

(5) Ccntral clcctric~ty dlspatchmg manngcs thc clcctrl- 
city nctwork of thc Czcch Rcpublic, and ccntrd gas drspat- 
chlng manages the gas nctwork of thc Czcch Rcpublic 
(hcrelnaftcr slmply central dlspatchrng fac~ht~cs' ) Suppliers 
undcr paragraph 4 and l~ccnsc holdcrs opcratlng gcncntlng 
cquiprncnt w~th unrt outputs ~ b o v c  50 MW x c  obl~gcd to 
sct up central d~spatclilrig facrl~tlcs on thc basis of contracts 
of assoclallon 

(6) Ccntr 11 d~rpdtch~ng fdcrlitrce cmurc 
a) un~form control of thc clcctric~ty nctworh and gas nct 

2' Act No 26511991 of the Crcch National Counc~l on thc provlncc of author~t~cs of thc Czcch Rcpubltc In ~ h c  field of priccs as amen 
dcd by Act No 13511994 

An~clc 17 of thc Commcrc~al Codc 
"' Acl No 30911991 on thc proiccrlon of lhc atmosphcrc Ibwnst pclllu~dnts ( 1 1 1 ~  law on thc riunos]~l~crc) as ~mcndcd by ldtcr st 11ulcs 
** Trdn~iator r nolc contrdclz of az\ocrduon arc dct~ncd 111 llir CIVII Cotlc (tic1 N o  50c)Il1JY 1 )  ~ n r r l c  329 



work includrng the dcclaratron of con\unipt~on lcvcls 
dunng accidents at product~on and dlstr~butlon fac~li 
tics and durlng statcs of cmcrgcncy 

b) intcmatronal coopcratlon in encrgy sectors 
C) effectivc usc of sources wrth un~ t  outputs dbovc 

50 MW d~stnbutron equrpmcnt at 400 LV and 
220 kV and selected 110 kV dlstr~butron cquipment 

d) the effcctlve use of sources of gas and gas drstnbutron 
cqulpment wrth pressure lcvcls above 4 MPa and sc- 
lectcd distribution equrpmcnt wrth pressurc lcvcls 
above 2 5 MPa ~ncludrng undcrground storagc fac111 
trcs and thc control of thcir opcritlon 
(7) The Ministry shall rssue by dccrce drspatchlng rc 

gulat~ons that set down thc rulcs of d~spatching Drspatchrng 
rcgulatrons govern rn dctail thc mcthods of operation of nct- 
works and theiroperat~onal control, analysts rnspectron and 
evaluation of rcsults and the unrform system of data 
transmrssion o nctworhs durrng routlnc opcratlon and In 
states of emergency 

(8) Lrccnsc holdcrs and othcr naturrl or lcgd pcrsons 
arc oblrgcd to follow thc rnstruct~ons of thc approprlatc drs- 
patchrng fac~llty rn complrancc with thc provrslons of this 
Act and the approved drsprtchmg rcgulat~ons 

(9) Lvcn\c holdcn for thc productron and dlrtr~butlon 
ot clcctrrcrty or gas arc obl~gcd to rcport a \tdtc of cmcr- 
gcncy, undcr artrclc 12 paragraph 1 lcttcrs a) c) c) and 
f) to the central drspatchrnp fac~lrty immcd~atcly altcr rt an- 
SCS 

Artale 14 
Inspectlun of Buslncss in Energy Scctors 

Thc Statc Encrgy lncpctontc shdl carry uut thc 
~nspectron of busrncss act~vrty in cncrgy secton in accor- 
dance wrth this Act 

PART I1 
SPECIAL SECTION 

CHAPTER 1 
ELECTRICITY lNDUSTRY 

ATtrr.1~ 15 
Supply of Electr~crtv 

(1)  A suppllcr 1s obllgcd to cnsurc thc \upply ot clcc- 
trlclty to cvcry customcr who 

a) has an rnstallcd elcctricrty connection to the marn net- 
work and elcctncrty-consum~ng equlpmcnt m compll- 
ance w ~ t h  offic~al techn~cal standards and work-safety 
regulat~ons 

b) fulfills thc cond~t~ons rcgardrng the place mcthod and 
datc of connccr~on sct by thc supplicr 

C) has the consent of the owncr of the propcrty In qucs- 
t1on 
(2) A supplrcr shall conclude a wnttcn contract wlth 

a customer forcvery place of consumptron Thu contnct on 
the supply of electnclty must include 

a) the output amount and pattern of elcctr~crty con- 
sumption (heremafter simply demand diagram ) In 

cludmg tor \tarts ot cnlcrgcncy 
b) thc pricc and method ot paymcnt for clcctricity con- 

sumcd ~nclud~np advancc paymcnts '' 
C )  the method of mcasurcmcnt of clcctr~city consumed, 

rncludrng access of thc s u p p l ~ ~ r  to metcring cqulpment 
(3) The agrccmcnt on a dcmand diagram IS not rcqul- 

rcd of customers from low-voltage nctworh 
(4) A customer is oblrgcd 

a) toensure thdt hls electricity-consumrng cquipmcnt con- 
nccted to thc supplier sdrstnbutioncqurprncnt has becn 
cqurppcd with thc avdllabic tcchnrcal means lrmrtrng 
the cffcct of fccdbach on thc qual~ty of clcctr~crty sup- 
pllcd to othcr customers and that it does not affcct the 
opcration of control metcnng and safcty apparatus and 
the opcratron of thc system of nctwork rcmotc control 

b) to consume elcctrtcrty at an rnductrvc power factor of 
0 95-1 0, unlcss the supplier andcustomer agree othcr- 
wrsc, wrth the exccptlon of resldcnt~al consumptron, 
the method of cnsurrng and cvaluattng thrs valuc shall 
bc sct by thc Mrnrstry by dccrcc 
(5) A customcr may opcratc 111s own bacLup or othcr 

\ourcc rf it IS conncctcd to rhc supplrcr s dlstrrbutron cqutp- 
mcnt as wcll as add cncrgy from hrs own sourcc to thrs 
cqulpmcnt only aftcr rgrccmcnt w~th  thc supplrcr 

(6) lntcrfcrcl~cc mu\t not bc madc to thc cqulpmcnt 
whsh consumcs unmctcrcd clcctrrcity wdhout thc sup- 
plrer s prror consent 

(7) The supplicr shall not conncct m clcctncrty nct- 
work conncction or clcctrrcrty-consumrng cqulpmcnt wh~ch 
docs not comply wlth otficral tcchnrcal standards and work- 
safcty rcgulat~ons 

(8) A custonlcr r h l l  rccordrng to thc lcvcl of powcr 
dcmand, share ~n the reasonably lncurrcd costs of thc sup- 

'plrcr rclated to connection and the provuron of thc power 
dcmand, at a lcvcl calculated by a mcthod sct by dccrce 

(9) A customcr IS obligd to marntarn the clcctncrty- 
consurnlng equlprncnt ~n a condrtion rn complrancc wtth of- 
ficial technical standards and work-safcty rcgulations, and 
to providc the suppi~cr wrth tcchnrcal data about it 

(10) In thc event of a changc in voltap implcrncntcd 
~n thc interest of tcchn~cal dcvelopmcnt, owners of conncc- 
tcd clcctr~c~ty-consum~n cquipmcnt arc oblrgcd to adjust 
dt thcrrown cxpcnsc and w~thln adcqudtc fixcd pcr~ods thc~r 
consuming equipment and applranccs so that they conform 
to the grvcn changes 

(1 1) Thc Mrn~stry shall cct by dccrcc marc dctarlcd 
condrtrons of elcctrlcrty supply 

Article 16 
Electricity Connect~ons 

(1) An clcctnclty conncct~on to thc main nctwork starts 
at rts branch off from thc drstrrbut~on cqulpmcnt m the dr- 
rcction of a customcr and IS lntcndcd for thc conncctlon of 
clcctncrty-consumrng cquipmcnt of onc customcr 

(2) At an elcctrrc~ty substatron, an clcctncity connec- 
tion starts at its branch off thc swttchcs or bus-bars and out- 
side the substation at ovcrhcad or underground lincs 

(3) A low-voltage electricrty connechon cnds in thc 
case of an overhead line at the building's main fuse box, or, 

5' Acr No 52611990 on prlcec ar amcndcd b) Act No 135/1994 



~n thc case of an undcrground llnc at thc bu~ld~ng s main (5) A suppl~cr has thc right to safeguard rndtv~dual 
cablc box Thcsc boxes form pan of t h ~  conncctlon The parts of the metcrlng cqulpmcnt agxnst unauthor~zcd 
mall1 fusc box or as thc casc ma\ bc main c ~blc box \hall tdlnpcrlng 
bc locatcd tn thc customer s bulldlng or at thc boundarb or 
~n the vlc~nlty of thc boundary ot h ~ s  propcrty Artl~lc 18 

(4) If a maln fuse box IS not rnstalled on a custo Purchase of Elcct r~c~ty  
rner s property the low-voltage ovcrhcad conncctlon cnds ( I )  A suppl~cr 1s oblrgcd ~f ~t 1s tcchnlcally feas~blc to 
at the last supporting point sltuated on that property A sup purchase clcctr~clty 
portlng pant forms part of the conncctlon a) from comb~ned hcat and powcr plants m amounts cor- 

(5) If a maln cable box IS not lnstallcd on a custo- respondtng to the tcchnolog~cal rcqummcnts of hcat 
mer's property the low-voltage elcctrlc~ty connection cnds gencratlon 
at the terminals of the maln clrcult brcakcr of thc clcctr~c~ty- b) gcncratcd from rcnewablc and sccondary sourccs of cn- 
consuming equipment or In the cable box lns~dc the bulld~ng CrgY 

(6) An elcctnc~ty connection of hlgh and vcry high vol (2) Thc costs rclatcd to the conncctlon of a sourcc un- 
tage cnds at the anchor~ng ~nsulators at a customer s substa- dcr pa~graph  I shall be bomc by the owncr of the rclcvant 
t~on  In thc case of ovcrhcad lincs a d  at thc cable tcrmlnal faclllty 
In the customer's substat~on m the case of underground (3) The method of conncctlon of a source, under para 
ltnes Anchoring insulators and cable term~nals form part graph I to distr~button equlprnent shall bc dctcrmlncd by 
of the connection the suppllcr 

(7) Costs for the ~nstallatlon of an clectrlc~ty conncc- (4) The pnce of clcctr~clty purchased ~n rhc contcxt of 
tlon shall bc bomc by thc pcrson who bcncfitcd from its p a r ~ g r ~ p I ~  1 shall be F L ~  by prlcc rcgulat~ons 5'*** 
~mtalldtron unlcss statcd othcrw~rc In t h ~ s  Act 

(8) Co\ts for the ~nstallat~on of a low-voltagc conncc- Art~clc 19 
tlon for rcs~dcntlal consumptton to a lcngth of 30 mctcrs Protcct~vc Zones 
shalt be pald by the suppllcr ~f thc cugtomcr agrccs to tllc ( I) A facll~ty forclcctrlc~ty gcncratlon (hcr~lnaftcr slnl- 
method w d  tcchnlcal cond~tlons for thc lnrtailatlon of such ply gcncratlng faclllty ) and dlstrlbut~on cqulpmcnt arc a conncctlon safcgudrdcd by protcctlvc zoncs 

(9) An owncr of a conncctron 1s tllc onc who pays the (2) For the purposcs of thu Act a protcctlvc zonc shall 
costs of ~ t s  installat~on be understood as an area ~n thc ~mmed~ate vlc~nity of a gc- 

(I0) Owner an elcctnclty conncctlon Is Oblrgcd ncratlng facility and drstributron equlpmcnt which 1s set 
cnSure Its Opcntion malntcnancc and rcpalrs that It  a l d c  for thclr rclrablc opcratron and thc protcctlon of thc 

docs not becomc a thrcat to the l~vcs hcalth or propcrty ot I1vc, health and property of persons 
pcrsons (3) Ovcrhcad llncs underground Ilncs, and clcctrlc~ty 

(I I) A suppllcr Is Obl~gcd for paymcnt OpcMtc substations arc safcguardcd by protcct~ve zoncs 
ma~nta~n and rcparr an ~ l c ~ t r l ~ l t y  cOnn~Ctl0n If SO rcqucstcd (4) The protcctlve zone of an overhead llnc 1s dclrml- 
by ~ t s  owner tcd by vertlcal planes runnlng along both sidcs of the kne, 

at a honzontai d~stance measured perpendicularly to the 
Art~cle 17 l~nes from the outermost conductor on each slde 
Meterlng a) for voltage above 1 kV to 35 kV ~nclus~ve, of 7 m, 

(1)Theconsum~tlon of elcctnclty fi meteredand billed b) for voltage above 35 kV to 110 kV inclus~vc, of 12 m, 
by the supplier accordmg to the data rcad from hls own c) for voltagc abovc 110 kV to 220 kV mclusive, of 5 m, 
metcnng equlpmcnt The suppllcr shall at h ~ s  own expense d) for voltage above 220 LV to 400 IrV ~ncluslvc of 20 m 
conncct maintain and rcgularly chcch thc accuracy of mc- C )  for v0ltdgc J ~ O V C  400 k v  of 30 m 
tcrlng cqulpmcnt for thc cu\tomcr Mctcnng transtormers (5) Owncrs and uscn of propcrty on forest tracts arc 
form a pan of the clcctnc~ty-conrum~~~g cqulpmcnt obllgcd to ma~ntaln a clear strlp of land 4 mctcrs wldc on 

(2) If a customer has doubts about thc accuracy of mc- one sldc of the bases of thc supponlng pOlntS 
terlng data or rf he dtscovers a dcfcct m the respcct~vc mc- (6) In thc protcct~ve zone of an overhead line ~t shall 
terlng eqUlpment, he has the r~ght to have ~t tested A sup- be prohlblted 
pller 1s obllged on the bas~s of a customer's wntten re- a) to erect buildings or locate structures and other s~milar 
quest, to replace the mctenng equipment for thls purpose facllit~es as well as to store inflammable or explos~ve 
w ~ t h ~ n  15 days of rccclpt the rcqucst The customer IS matcnals 
obl~gcd to coopcratc as nccdcd with thc suppl~cr dunng [hc b) to plant hops gardcns and Ict any vcgctatlon grow over 
replacement of mctcrlng equlpmcnt 3 meters hlgh, 

(3) If adcfect 1s asccrtalncd on the mctcrlngcqulpmcnt C) to pcrforrn actlvltlcs endlngcrlng the ovcrhcad llnc the 
the suppllcr shall bcdr the co\ts rclatcd to 1t5 tcstlng and rc- rcllab~l~ty and safety of its opcratron or thc Ilvcs, 
piaccment If adcfcct 1s not asccrta~ncd thc\c costs arc bomc hcalth and property of pcrsons 
by the customer (7) A protective zone of an underground llne to 1 10 kV 

(4) Any lntcrfcrcnce with the mctcnng equlpmcnt lncluslve and l~nes  of metenng and control and safety appa- 
wlthout the consent of ~ t s  owner IS prohlb~ted ratus constitutes 1 meter on both sldcs of the outermost 

TrancLor s note ttur ACI con1 uns one footnote 5 but two refercnccs to 11 
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cable It 1s 3 mctcrs on both $Ides of the outcrmost cablc it 
it IS abovc 110 kV 

(81 In a protcctlve zonc ot an underground line 11 shall 
bc prohib~t~d 

a) to perform earthwork. wtthout the consent of m owncr 
b) to erect bu~ldlngs or locate structures or othcr similar 

facilities and to perform activities whlch would make 
access to the underground line ~mpossible or conslde 
rably more difficult or whlch could jeopardize the 
safcty and reliability of its operation 

C) to plant permanent vegetation and traverse thc llne with 
machinery w ~ t h  a total we~ght over 3 tons 
(9) A protectlvc zone of an elcctr~city substation 1s dc 

limited by vertlcal planes at a horizontal distance of 20 me- 
ters pcrpcndlcular to thc fenccdor wallcd-~n boundary of thc 
substallon building 

(10) In the protective zone of an electricity substat~on 
it shall be proh~bitcd to perform act~vltles whtch could re- 
sult m the endangerment of the livcs hcalih or property of 
persons the safety and reliabllrty of thc substat~on's open- 
tion or makc its maintcnancc ~mposstblc or consldcrably 
morc d~fficult 

( I  I )  Natural or icgal pcrsons scttlng up tac111tlcs \up- 
pllcd w ~ t h  direct current ~n thc immcdiak vlc~nlty of a pro- 
tcctlvc zonc with thc possibility of cmcrgcncc of stray cur- 
rent damaglng the underground llne arc obllgcd to notlfy the 
suppller of thcsc c~rcums~anccs and takc mcasurcs to curb 
them 

(12) The provlslons of pamgnphs 9 and 10 shall be ap- 
pllcd where appropraate to the protection of powcr gcncra- 
t1ng plants 

( 13) Thc Minl\try shall pcrmit cxccptlons conccming 
protcctlve zones 

Article 20 
Relocatron of D~stributron Equ~pment 

( I )  For the purposcs of t h ~ s  Act, relocation of dlstnbu- 
tlonequlpment shall be understood as apartla1 change ~n the 
route of a llne or reiocatlon of some components of this 
cqulpment 

(2)  The rclocat~on of disu~butlon equtpmcnt shall be 
amngcd by Its owncr ar the cxpcnsc of thc pcrson who crc- 
atcd tlic need for ita rclocal~on 

(3) The owncrshlp of dlstr~but~on cquipmcnt shall not 
~hangc after the implcmentat~on of relocat~on 

Art~cle 2 1 
Contact of Dwtr~butlon Equipment 

with Other Facll~tles 
In the event of contact of distribut~on equipment w ~ t h  

roads waterways railroads and other facll~tlcs of all klnds 
owners or operators of distnbut~on cqulpmcnt arc obliged 
~n mutual cooperation to implcmcnt available technlcal 
mcasures to ensure thc relaability and safcty of equlpmcnt 
and the poss~bility of rcgular malntcnancc 

Artlcle 22 
Unauthorized Consumpt~on of Electrlclty 

( 1) Unauthonzed consumpt~on of electric~ty as 
a) consumptlon w~thout a valid contract or at varlance 

wtth a val~d contract 
b) consumption from thc pan oFcqu~pmcnt through w h ~ h  

unmctcrcd clcctricity passe\ 

C) consumptlon w~thout mctcring cqulpment or wlth me- 
tering equlpmcnt whlch as a result ot a customer s In- 
tcrtcrcncc c~tllcr docs not rccord or records lcss than 
thc actual con~umption 

d )  consumptlon w ~ t h  mctcrlng cqulpmcnt whlch was not 
connected by the suppller or on whlch the antl-tamper 
dev~cc was damagcd 
(2) The Mln~stry shall set by dccrce thc method of cal- 

culatlon of damages incurred by a suppl~cr through unauth- 
onzed consumptlon 

CHAPTER I1 
GAS INDUSTRY 

Article 23 
Supply of Gas 

( I) A supplier is obl~ged to ensure the supply of gas to 
every customer who 

a) has an lnstallcd conncctlon to thc plpcllnc nctwork and 
gas-consumrng cqulpmcnt in compl~ancc w ~ t h  official 
tcchn~cal standard\ and work-safcty regulations 

b) tullills thc cond~t~ons regarding t h ~  p l x e  method and 
d 11c of conncctaon sct by thc supplicr 

C) has thc conscnt of thc owncr of thc propcrty ~n qucs- 
tlon 
(2) A supplicr shall conclude a wrltten contract w ~ t h  

a customer for cvcry placc of consumptton T h ~ s  contract on 
the supply of gas must Include 

a) thc amount and pattcm of gas consulnpt~on (licrcinaf- 
tcr s~mply dcmand dlagam ), including for states of 
crncrgency 

b) thc prlcc and m~thod of payment for gas consumcd, in- 
cluding advance payments 

c) an agreement on thc mcthod of mctcnng gasconsumed 
and the suppllcr s access to metenng equrpment 
(3) For the purposcs of thrs Act, gas shall be understood 

as natural gas, town gas, coke oven gas, mlne dralnlng and 
generator gas, blogas, and propane, butane and thelr mrxes, 
d they are not transported in bottlcs 

(4) For the purposes of this Act gas-consuming equip- 
ment shall bc understood as any and all cquipmcnt from the 
maln y s  shutoff up to and Including cqulpmcnt for thc fi- 
nal use of gas 

(5) A suppllcr shall not install a gas conncctlon or gas- 
consuming equipment whlch docs not comply wrth officlal 
technlcal standards and work-safety regulat~ons 

(6) An owncr of connectcd gas consuming equipment 
is oblrgcd to keep rt in a cond~tlon which complies wlth ap- 
pl~cable official technical standards and work-safety regu- 
lat~ons 

(7) No intcrfcrcncc may bc madc on gas-consuming 

equipment through whlch unmetcrcd gas passcs without 
prlor consent of thc supplrcr wath thc cxceptlon of the clo- 
sure of the main shutoff m the cvcnt of an ammanent or oc- 
currlng accident 

(8) A customer shall, according to thc amount of gas 
consurncd share the reasonably lncuncd costs of the sup- 
plier related to conncct~on and the provls~on of the gas sup- 
ply requested at a level calculated by a method set by de- 
cree 

(9) In thc cvcnt OF a changc In prcssurc or typc of gas 
~mplcmcntcd ~n thc lntcrcst of tcchnlc-d dcvclopmcnt own- 



ers of conncctcd gas cqulpmcnt and appllanccs arc obl~gcd 
to adjust at the~r own expense and w~thln adcquatr fixed pr 
riods the~r gas-consuming cqulpmcnt and appllanccs \o that 
thcy conform to thc glven changes 

( 10) The Mmlstrv shall ect b\ dccrcc nlorc cl~t~llrr i  
cond~t~ons of gas supply 

Arttclc 24 
Connection to the Plpellnc Network 

(1) A conncctlon to thc p~pcllnc nctworh (hcrclnaftcr 
slmply p~pellnc connectlon' 1 starts at 11s branch otf from 
the dlstr~but~on cqulpmcnt and ends In front of thc nuln gas 
shutoff by whlch the gas consuming cquqmcnt 1s conncc 
ted In one bulld~ng 

(2) Costs for the lnstallat~on of a plpllnc conncctlon 
shall bc bornc by thc pcrson who bcneflts trom tlic conncc 
tlon 

(3) Anowncrof aplpellnc connecflon 1s the person who 
has pa~d thc costs for ~ t s  ~nstallatlon 

(4) The owncr of a plpcllne conncctlon 15 obl~gcd to cn- 
sure 11s opcratlon malntcnancc and repalr so that ~t docs not 
bccomc a threat to the l~ves health or property ot person\ 

( 5 )  A suppl~cr 1s obl~gcd for payment to opcratc maln 
taln and rcpalr a plpcllnc conncctlon ~f so rcqucstcd by 11s 
owncr 

Arttclc 25 
Metertng 

( I )  Gas consumptlon 15 mctcrcd and blllcd by thc sup- 
pl~cr according to thc data rcad from h ~ \  own lnctcrlng 
cquqmcnt (hcrclnafier simply gas mctcr ) Thc suppl~cr 
shall at h ~ s  own cxpcnsc connect mamtam and regularly 
chcch thc accuracy of thc gas mctcr for thc cu\tomcr 

(2) If a customer has doubts about thc accuracy of mc- 
tcrlng data or if hc discovers a defect In thc rcrpectlve gas 
mctcr hc has thc nght to havc ~t tcstcd Thc suppl~cr IS ob- 
l~gcd on thc basts of a customer s wntten requcst to rcplacc 
thc gas metcr for t h ~ s  purpose wrthln 15 days of rccclpt of 
the request Thc customer IS obl~gcd to cooperate as nccded 
wlth thc supplicr durlng the replacement of thc gas mctcr 

(3) If a defect 15 ascertalncd on the gas mctcr the sup 
pl~cr shall bcar the costs rclatcd to 11s tcstlng and rcplace- 
mcnt It a dcfcct 15 not asccrtdtncd tlicsc co\t\ a c  bornc by 
thc customer 

(4) Any ~ntcrtcrcncc with the gasmctcrw~thout the con- 
sent of 11s owner 1s proh~blted 

( 5 )  A supplicr has thc r~ght to safeguard the gas mctcr 
lncludlng 11s connectlon agatnst unauthorlzcd tampenng 

Artlclc 26 
Protectlve Znnes 

( I ) Gas app-tratus ?re satcguardcd by protcct~vc zoncs 
(2) For thc purposcs of t h ~ s  Act gas apparatus shall bc 

undcrstood as gas p~pcllncs conncctlons and cnglnccrlng 
bulldlngs 

(3) For the purposes of t h ~ s  Act a protcctlvc zone shall 
be understood as an area m the lmmedlate vlclnity of gas ap- 
paratus delim~ted by a horizontal dlstance from the ground 
plan of the gas apparatus, measured perpend~cularly to ~ t s  
outllne and set as~de for ~ t s  rel~able operation 

(4) Protectlve zones are 
a) for p~pcllncs and conncctlonj up to 100 mm In dlamc- 

tcr ~nclus~vc 4 nl 

b) torplpcl~ncs and con~~cct~on\  br tacr~i  200 and 500mni 
~nclu\~ve Y nl 

r )  tor p~pcllnc\ and connrctions tbotc 500 nim In dldmc- 
tcr 12 111 

d )  lor low prrs\i~rr J I I ~  medrum-prr\\urc p lp~ l~nc \  dnd 
connrctlom through whlrli fa\ I \  d~\tr~butcd ln thc 
bull1 up drea ot a n~unlcrpal~ty I m 

C) for cnglnecrlng build~ngs 4n1 
( 5 )  In cvtraordlnary clrcum\tancce c\pcc~ally In thc VI- 

clnlt) ot mlnlng t a c ~ l ~ t l c ~  watcrworh\ and cxtcn\ivc undcr- 
ground structures whlch could attcct tlic stab~l~ty of thc 
placenicnt ot gas apparatus thc Mlnlstry mdy tix the cxtcnt 
ot protcctlvc zones up to 200 meters 

(6) Constmct~on and landtcaplng In a protccttvc zonc 
may be pcrformcd only w ~ t h  thc prior wrlttcn conscnt ot the 
suppller who 15 rcspons~blc tor thc opcratlon of thc rc5pcc- 
tlve gas apparatus 

(7) For h~gh-pressure and vcry h ~ g h  pressure plpellncs 
on forest tracts owners and urcrs of thc property arc ob- 
ligcd to marntaln a clcar v n p  of land 1 mctcrs wldc on 
both sldcs ot thc axl\ of tlic plpcllnc 

Artlcle 77 
Safctv Zones 

( 1 )  S ~fcty zoncs arc sct asldc to prevent or Icsscn thc 
ctfcets ot pos\~bic hrc-thdowng or acc~dcnts at gas faclllt~cs 
and lor the protccilon 01 t l i ~  11vcs hcaltli and propcrty ot  
persons 

(2) For the purpoecs ot t h ~ s  Act a safcty zonc shall bc 
undcntood 1s an area dcllmltcd by a lior~zontal d~rtancc from 
thc ground plan of a gas f~c111ty mcasured pcrpcnd~cularly 
to 11s outllnc 

(7) For thc purposcs of t h ~ s  Act g l r  f-tcll~t~cs shall bc 
undcrstood as tacllltrcs for tlic produ~t~on and treatment of 
gas, underground storage fac~ltt~cr, prcasurc stongc faclll- 
t ~ c s  of I~qucf i~d  g-ts gas ta~iks, fill~ng plants l~qucfact~on 
vaporlzltlon compressor and regulator statlons and high 
prcssure and very h~gh-prcssurc plpcllnes 

(4) Structures may be ercctcd m a safety zonc only w ~ t h  
tlic prlor wrlttcn conscnt of tlic natural or legal pcrson rcs- 
pons~blc for thc opcratton of tlic rc\pcctlvc gas fac~lrty 

( 5 )  Thc extcnt of \afcty zoncs 1s 5pcclficd In an appcn- 
d ~ x  to t h ~ r  Act 

Artlclc 23 
Rclocat~on of Datrlbutlon Equ~pment 

( I )  For thc purposcs of tills Act relocat~on of dlstr~bu- 
tlon equrpment shall bc understood as a panlal change In the 
routc of a p~pcllne or plpcllnc conncctlon or the reiocation 
of dlstribut~on cqulpment or eomc components of thls 
cqulpmcnt 

(2) Thc relo~atlon of d~etr~but~on cqulpmcnt shall bc 
arrangcd by its owncr at thc cxpensc ot thc pcnon who crc- 
atcd thc need for 11s rclocat~on 

(3) Thc ownersh~p of d~str~but~on cqu~pm-nt shall not 
change after thc tmplcmentat~on of rclocat~on 

Anlclc 29 
Unauthor~zed Consumpt~on 

(1) Unauthonzed gas consumptlon IS 

a) consumption wlthout a val~d contract or at varlancc 
w~th  -t v~l td  contract 

b) consumption w~thout J g-t\ nictcr or u ~ r h  d ~ a \  rnctcr 



~ h r c h  as ,I result of a customcr 5 lntcrfcrcncc c~thcr 
doc\ not rccord or records lcs+ t11dn tllc dctual con- 
sumptron 

C) consumption wtth a gas mctcr whrch was not conncc- 
tcd by the suppl~er or on wh~ch the antttamper dcvicc 
was damaged 
(21 Thc Mrnrstry shdll sct by dccrcc thc mcthod ot cal 

culatton of damages incumcd by a suppl~cr through unauth 
onzed consumptlon 

CHAPTER 111 
HEATING LNDUSTRY 

Anrclc 30 
Supply of Heat 

( 1) A llccnsc holdcr 1s oblrgcd tocnsurc supply to cvery 
bulldrng owncr who 

a) has an lnstallcd hot watcr conncctlon and hcat-conw- 
mlng cqulpmcnt m compl~ancc w~th  officral tcchnlcal 
standards and worh-safcty rcgulat~ons 

b) fulfills the cond~t~ons regarding thc placc, mcthod and 
date of conncctlon set by thc supplrer 
(2) For thc purpoqcs of th~s  Act thc supply of hcat shall 

be understood as hcat for spacc hcatlng prcpdratlon of hot 
watcr and othcr uses a hot-watcr conncctlon shall bc un- 
derstood as cyulpmcnt canylng .I hcat bcarlng mcdlum bct- 
wccn thc cqulpmcnt of thc suppllcr and customcr 

(3) A lrccnsc holder shall concludc a wnttcn contract 
wtth a customcr for cvery placc of concumptron Thrq con- 
tnct 013 thc supply of hcat must ~ncludc 

a) thc output amount and pattcm of IILJ.~ consuniptro~i 
(hereinafter s~mply dcmand diagram ) 

b) thc prlcc and mcthod of paymcnt for hcat consumcd 
lncludlng dvancc payment\ 

C) an agrecmcnt on thc method of nlctcrrng hcv con- 
sumed for space hcattng and thc prcparatlon of 1101 watcr 
and on thc access of thc lrccnsc hoidcr to mctcring and 
control cqulpmcnt In thc cvcnt that thc mctcring of hcat 
for thc prcpardtlon of hot wdtcr IS mcasurcd togcthcr 
tor many places of consumptlon thc mcthod of cdcu- 
lat~on of thc usc of hcat and watcr by ~ndlvidual placc 
of consumptlon 

d) thc pdramctcn ot thc suppl~cd and rctumcd hcat-bcdr 
Ing mcdlum 
(4) For the purposes of thrs Act hcdt-consum~ng cqulp 

mcnt shall be understood as cqulpmcnt connectcd to a heat 
d~stnbut~on system or a hcat conncctron ~ntcndcd for the rn- 
ternal dls~nbutron and consumptron of hcat In a bu~ld~ng or 
ln a group of bu~ld~ngs of onc custorncr 

(5)  A custorncr may operate hrs own backup or othcr 
source whlch IS conncctcd to thc d~str~butron cqurpment as 
wcll as supply hcat to thls cqu~pmcnt from hrs own sourcc 
only after agrecmcnt wrth thc lrccnsc holdcr 

(6) There may not be any lntcrfercnce pcrformcd on 
heat consuming equlpmcnt through which unmetcrcd heat 
passes wlthout thc pnor consent of thc l~ccnse holdcr 

(7) A customer shall according to thc amount of hcnt 
input consumed share the effect~vely Incurred expenses of 
the suppller rclatcd to the connection and provlslon of heat 
supply at a level calculated by a mcthod set by decrce 

(X) In the cvcnt of a ch~ngc  In thc hcat-bcanng rncdlum 
or its pxmrnetcn implc~ncntcd in ~ccordancc w~th approved 

land pldnn~ng documcntat~on dnd in tile lntcrcsl of tcchn~cai 
dc\clopn~cnt ownen 01 conncctcd he u comummg cqulp- 
m n t  rlrc obltgcd to ~dju\t rlt thclr own cxpcnsc and wrlh~n 
d c q u ~ t c  tixcd pcr~od\ tl~clr cqu~pmcnt and dppl~&ncc\ 
so that thcy contorm to the glvcn changes 

Antcic 3 1 
Hot-Water Connect~on 

( I )  A hot water connectton stans at its branch off from 
thc respectlvc hcat gncratrng plant or from dlstribut~on 
equlpmcnt and cnds at thc hcat-consumrng cqulprnent 

(2) Repalrs and ma~ntcnancc of a hot-water conncctlon 
shall be provldcd by the rcspcctlvc owner 

(3) A l~ccnsc holdcr is oblrgd for paymcnt to operate 
marntaln and rcpalr a hot-watcr conncctlon ~f so rcqucstcd 
b) rts owner 

(4) Costs for the rnstallat~on of a conncctlon shall be 
bomc by thc pcrson who bcncfits from the conncctlon un- 
1~5s othcrwisc agrccd wrth thc liccnsc holdcr 

(5) An owncr of J. conncct~on 1s thc pcrson who has 
pard thc costs for rts rnstallatlon 

(1) Heat consumptron u mctcrcd and b~llcd by thc 11- 
ccnsc holdcr accordmg to thc data rcad from his own rnctc- 
ring cqulpmcnt Thc llccnsc holdcr shall at his own cxpcnsc 
conncct marntaln and regularly chcch thc accuracy of mc- 
tenng cqulpmcnt for the customer 

(2) If a customcr has doubts about thc accuracy of mc- 
tcnng data or if hc dlscovcn a dcfcct In rhc rcrpcctrvc mc- 
tcnng cqulpmcnt hc has thc r~ght to hdvc ~t tcstcd The 11- 
ccnsc holdcr a o b l ~ p d  on thc b a t s  of a custorncr s wnttcn 
rcquc\t to rcplacc thc mctcrrng cqurpmcnt for thrs purposc 
w~thrn 15 days of rcccrpt of thc rcqucgt The custorncr 1s 
oblrgcd to cooperate as needcd w1t11 thc I~ccnsc holdcr du- 
ring the rcplaccmcnt of thc mctcnng cqurpmcnt 

(7) If d dcfcct a a~ccnalncd on thc mctcnng cqu~pmcnt, 
thc lrccnsc holder shall bcar tllc costr rclatcd to 11s tcstmg 
and rcplaccrncnt If a dcfcct is not asccrtalncd thcsc costs 
arc bomc by thc customcr 

(4) Any rntcrfcrcncc with thc mctcr~ngcquipmcnt wrth- 
out thc consent of rts owncr IS prohrb~tcd 

(5) A lrccnsc holdcr ha\ thc rrght to sdfcguard rndlvl- 
dud parts of thc mctcrrng equrprncnt agalnst unauthonzcd 
tampcnng 

(6) Thc Mlnlstry shall lssuc by dccrcc, rulcs for hca- 
tlng and the supply of hot watcr ~ncludlng the allocat~on of 
costs to bulldlngs and among final consumers 

Artt~lc 33 
Purchase of Heat 

( 1 ) A lrccnsc holdcr who has sumble tcchntcal condl- 
tlons for thc distr~but on of hcat IS obllged to purchasc hcat 

a) from combincd heat and powcr plant.., 
b) obtalncd as a by-product of technological proccsscs 

(2) A lrccnse holder docs not have thls obl~gation In 
the event that thls would increase the customer s pncc of 
hcat 

(3) Thc costs related to thc conncctlon of a sourcc un 
dcr paragraph I shall bc bomc by thc owncr of the rclcvant 
faclllty 



Article 34 
Protect~ve Zones 

( 1 )  For thc purposcs of thts Act a protcctivc zonc shall 
bc understood as an arca In thc irnmcdiatc vlc~nlty ot cqulp 
mcnt for thc gencratlon or d~stributlon 01 Iicat rct asldc tor 
11s rcliable operation and the protcctlon ot the llvcs licalth 
and property of pcrsons 

(2) The width of protective zones IS dcllrnltcd by vcr- 
tlcal planes on both s~des  of equ~pment for the generation or 
distribution of heat at a honzontal distance of 2 5 meters 
measured perpendicularly to thls cqulpmcnt 

(3) For exchange stations set aside for the mod~ficatron 
of parameters of a heat-beanng medium In individual bull- 
dogs, the protcctlve zone isdcl~mned by vertical planes run- 
ning at a hor~zontal d~stancc 2 5 m perpendicularly to the 
ground plan of these statlons 

(4) Construct~on and landscaping m protective zones 
which could endanger the safc operatron and marntenance 
of equipment for the generation or distnbut~on of heat may 
be performed only w ~ t h  the pnor wntten consent of the res- 
pectlve l~cense holder who is responsible for the operation 
of thu apparatus 

(5) If hcat-dlstnbut~on cqulpment goes through buil- 
dings thc protcctlvc zonc shall not bc dcl~rniicd Howcvcr 
owners of burldlngs an: obl~gcd to allow thc llccns~ holdcr 
access to, and to perform necessary work on t h ~ s  equipment 

Artrcle 35 
Rclocat~on of D~stribution Equipment 

(1) For the purposes of thls Act relocat~on of datr~bu- 
tion equipment shall bc understood a$ a partidl change In 11s - transmrsslon route or the rclocatton of somc componcntr of 
this cquipmcnt 

(2) Thc relocation of dlstr~button equipment shall be 
arranged by as  owner at the expense of the pcrson who cre- 
atcd the need for ~ t s  relocation 

(3) The ownersh~p of distnbut~on equipment shall not 
change after the implementat~on of relocation 

Articlc 36 
Unauthorlzed Consumption of Heat 

( I )  Unauthorlzed consumption of hcat is 
a) consumptlon without a valid contract or at vanancc 

w~th  a valld contract 
b) consumption wlthout metenng equipment or through 

metcnng equipment whlch, as a result of a custo- 
mer's interference e~ther does not record or records 
less than the actual consumptlon, 

C) Consumption with metcnng equipment whlch was re- 
located without thc consent of the l~cense holder 

d) consumption through metcnngequlpment on which thc 
ant1 tamper dcvlce was damaged 
(2) The Mtnrstry shall set by dccrcc the method of cal- 

culat~on of damagcs Incurred by a licensc holdcr through 
unauthonzcd consumption 

P A R T  I11 
STATE ENERGY INSPECTORATE 

Artrcle 37 
(1) The State Energy Inspectorate (hercmaftcr simply 

Inspectoratc ) is a body of state administration subordinate 

to thc Ministry It conslsts of a ccntral lnyxctorate and rc- 
gronal inspectorates The Inspcctoratc is a legal person 

(1) At the head of the ccntral Inspcctoratc is tkc cxccu 
rlvc dlrcctorot thc lnspcctnratc who lr appolntcd and rcc 11- 
Icd by t l i ~  Mlnlstcr ot Industry and Tradc Evcry rcglonal 
~nspcctorate is headed by a dlrector appointed and rccallcd 
by the exccut~ve dlrector ot thc Inspectoratc 

(3) The executive dircctor of thc Inspectoratc shall dc- 
termlne the seats of inspectorates 

(4) The Inspectorate IS an organlzatlon funded by the 
state budget and located in Prague 

Articlc 38 
Activit~es of the Inspectorate 

( I )  The Inspectorate shall inspect whether liccnsc hol- 
ders comply wrth the provisions of thrs Act and rcgulations 
implementing thcm 

(2) Thc Inspcctoratc shall inspect whcther customcrs 
comply w ~ t h  the oblrgations set by t h ~ s  Act 

(3) The Inspeetorate shall Inspect whethcr other natu- 
ral and legal pcrsons comply with thc proh~bdions and res- 
trictions In protcctlve and safety zones accordrng to thls Act 

(4) Thc Inspcctoratc shall offer profcss~onal assistance 
and con\ultat~on frcc of chargc w~thin thc scopc of its acti- 
VltlC'i 

Artlclc 39 
Fines 

(1) The Inspcctontc may impow fincs on pcrsons lnspcc- 
tcd pursuant to artrclc 38 paragraph 1 up to CZK 50 mil- 
l~on  for 

*) conducting buslncss without .I 11:cnsc 
b) breach of thc obl~gat~on to pcrform licensed act~vitics 

through persons wrth professional qualification undcr 
article 9, paragraph 1, 

C) breach of the obligat~on to conclude a contract on the 
supply of encrgy artlcle 9 paragraph 3, 

d) transgression of the permlss~ble limits or interruption 
of the supply of energy undcr article 9, paragraph 4 

C) brcach of thc obl~gatron to reston: supply ~mmcdiatcly 
aftcr thc cl~mlnat~on of thc causcs of its I~mrtot~on or 
~ntcrruptlon undcr artlclc 9 paragraph 6 

f) breach of the obllgat~on to provide information ncccs- 
sary for the performancc of thc nghts and obl~gations 
of the Mlnrstry under artrclc 9 paragraph 8, 

g) breach of the obl~gat~on to submit to consumptlon 11- 
mlts under article 9, paragraph 4 and dunng states of 
emergency under art~cle 12, paragraph 2, 

h) v~olatlon of the rules of d~spatching control under artl- 
clc 13, paragraph 8, 

I) breach of the obligations undcr articlc 15 paragraph I 
an~cle  23 paragraph 1, and art~clc 30, paragraph 1, 

J) brcach of the obligat~on to purchase elcctncity undcr 
article 18, paragraph 1 and hcat undcr artlclc 33, para- 
graph I, 

k) breach of the prohib~tron of performrng actrvrtics undcr 
artrcles 19,26,27 and 34 m protectwe and safety zones 
(2) It n poss~ble to Impose a fine up to CZK 1 mlll~on 

on persons rnspected under the preceding paragraph who 
conduct buslness with an ~nstalled capaclty of electnclty up 
to 2 MW or of heat up to 3 MW 

(3) The Inspcctoratc may impose fines up to CZK 50 
m ~ l l ~ o n  on pcrsons rnspcctcd under artlclc 38 for 



a) breach of the obl~gat~on to submrt to consumptlon Ir  
mlts under artlcle 9, paragraph 4 and durlng states of 
emergency undcr artlclc 12 paragraph 2 

b) violation of the rules of dlspatchlng control undcr drtr 

cle 13 paragraph 8 
C) breach of the obllgatton undcr article 15 paragraph 4 
d) breach of the prohlbltlon of lnierfcrcnce w~th melcnng 

cqurpment w~thout the consent of rts owner undcr art1 
cle 17, paragraph 4, wlth the gas meter under article 
25, paragraph 4, and with the metenng equlpment un- 
der artrcle 32 paragraph 4, 

C) breach of the prohibrt~on of performing actlvrtles un- 
der art~cles 19.26.27 and 34 In protective and safcty 
zones 

f) unauthor~zed consumption up to an amount twrcc the 
prlce of a customer's average annual consumptlon of 
clcctrrcity gas or hcat 
(4) In thc event that a customer docs not have a valld 

contract w~th a supplier and does not have metenng equrp- 
ment a fine may be rmposed up to CZK 5 mlllron 

(5) In thc event that the customer IS a natural person 
who does not conduct buslness accordrng to thls Act or oth- 
er statutcs a finc may bc imposed according to paragraph 3 
up to CWC. 100 000 

(6) The Inspcctoratc may lmposc fines up to CZK 50 
mlllion on persons tnspected undcr antclc 38, paragraph 3 
for the breach of the proh~blt~on of pcrformlng actlvlties 
undcr artlclcs 19 26 27 and 34 in pmtcctrvc and safcty 
zones 

(7) The lnspectoratc shall scnd a copy of the dccrs~on 
on imposrtlon of a finc w~th a note of cnforccabllrty to the 
rcspect~vc local financtal office 

Arrrclc 40 
Deadlines for the Imposlt~on of Rnes 

Fines may be rmposed up to one year after the day of 
dtscovery of the breach of an oblrgatlon, but not more than 
thrcc yean after the breach of obllgatlon occurred 

Art~clc 41 
Rcvenuc from Ftnes 

Fmcs arc thc rncomc of thc statc budget Thc lnspcc 
torate shall pcrform thclr admln~stratron 

Artlcle 42 
Inspect~on under artlclc 38 paragraph 2 and 3 of bull- 

dings and facllitles of the Mlnlstry of Defcnsc Minlstry of 
Intenor Mrnrstry of Just~cc and Secunty Infonatlon Ser- 
vice shall be performed by these bodres to an extent and by 
a method agreed upon w~th the Mlnrstry 

Admrn~strztivc rulcsh' apply to the proccdure lor Im- 
posing fine m that the executive d~rector of the Inspecto- 
rate dec~des on appeals agalnst thelr imposltlon by a direc- 
tor of a reglonal lnspectorate whlle the Mlnlster of Indus- 
try andTrade decides on appeals agalnst their lmposltlon by 
the executive director of the Inspectorate 

Thc rlght~ and obllgatrons of thc State Energy Inspec- 
tontc set bv Act No 8811987 on 51 uc cncrgy mspcctlon m- 
clud~ng property and other rlghts and obl~gatlan\ \hall pass 
over to thc lnspectoratc 

P A R T  IV 
COMMON, INTERIM AND CLOSING 

PROVISIONS 

Artrcle 45 
Common and Intcr~m Provrslons 

(1) Unless stated otherwrsc In this Act dccrsions regar- 
ding the nghts and obligations of natural or lcgd persons 
shall be made according to admlnlstratlvc rules 

(2) Naturil or legd persons conducting buslncss In cn- 
crgy sectors In accordance with rcgulat~ons pcnalning hnh- 
crto must apply for the granting of a l~ccnsc withrn one year 
of the day of effect of this Act, if they wish to do further bus- 
mess 

(3) Rights to another person s propcrty as well as res- 
trlctron of ~ t s  usc whlch arose bcfore thls Act goes into ef- 
fcct bhaii rcrnam unaffcctcd 

(4) Protcctrvc zones sct punuant to cxlstmg statutcs 
and cxccpt~ons to the pro\ lslons on protcctlvc zones gan- 
ted pursuant to exlsting statutes ?hall also be malntalned af- 
ter thrs Act gocs Into effect 

( 5 )  In the cvcnt of a change In clcctnc~ty voltagc, 
d chanp In prcwurc or typc of gas dnd during J chdngc In 
a heat-bcarrng mcdlum or its parameters begun before the 
cffcct of tills Act shall procccd rn rrccorddncc with statutcs 
In cftcct so far 

(6) The Mlnrstry shill lssuc dccrecr for thc ~mplcmcn- 
tatton of articles 3 to 8 11 12 13,15,22 23,29,30,32 and 
36 and for the cstabllshmcnt of the methods and levcls of 
cornpensatton for the llmltat~on of property rlghts under ar- 
ticle 19, paragraph 5 and artlclc 26 paragraph 7 

61 Act No 7111967 on adm~n~srn~lvc procedure (admin~stmt~ve rules) 
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Artrclc 46 
Clos~ng Pruvls~ons 

The follow~ng shall be repcdlcd 
I Act No 7911957 on the gcneratlon d~stnbut~on and con- 

sumptlon of elcctrlc~ty (thc clcctrrfication act) 
2 Act No 6711960 on the product~on d~stnbutlon and use 

of heatlng gas (the gas act) 
3 Act No 8811987 on state energy lnspectron 
4 Act No 8911987 on the generatton, distnbut~on and con- 

sumptlon of heat 
5 Government Rullng No 8011957 whlch lmp1cment.s Act 

No 7911957 on the generation dlstr~butron and con- 
sumptlon of clcctrlclty (thc clectnficatlon act) 
6 Dccree No 9/1958 of the M~nlstry of Energy whlch Im- 

plements some provlslons of Act No 7911957 
7 Dccrcc No 1011958 of thc Mlnlstry of Energy, on mdl- 

vldual condlt~ons for the connection of clectncity-consu- 
mlng equlpment to equipment for publ~c dlstnbutlon of elec- 
tnclty 
8 Decree No 13711958 of the Ministry of Energy and Wa- 



tcr Managcmcnt on condlt~ons of contdct ot cncrgv uorhs 
w~th road\ l~ncs of all typcr watcr \tdtcr rndnagcmcnt 
worhs and cqulpmcnt 

9 Dccrcc No 153/1961 of thc M~n~rt ry  ot Tucl\ and En 
ergy on thc modtficatlon of thc width of protcct~vc roncr 
of htgh-voltage electrlclty llnes 
10 Dccree No 140/1978 of the Fcdcrdl Mlnlstry of Fucls 
and Energy on the supply of elcctnclty to ~nhabltants 
1 l Decrec No 14011979 of the Federal Mlnlstry ot Fucls 
and Energy on the supply of pas to lnhdbltants 

12 Dccrcc No 17511975 ot IIIC rcdcr ll Mlnntrv ot F u ~ l \  
and Encrgy whlch ~mplcmcnt\ somL pro\ I\lonr ol t h ~  g I\ 

act a\ amcndtd by D~crcc No l8Il9X6 
I3 Dccrcc No 91/1987 ot the Fcdcr 11 Mlnl\tn 01 T u ~ l \  ind 
Encrgy which ~mpbucnts  thc act on st ~ t c  cnLrg} Inspcc- 
tlon 

Art~clc 47 
Effect 

T h ~ s  Act shall go ~n to  cffcct on 1 January 1995 
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Internal Structure of the ERO 

There were three major issues that needed to be considered when the ERO structure 
was discussed, 

1. Type of the ERO's organlsatlon functional or sectoral 7 

2. The strategy for regional offices - functions, number, locations, timing 
3. The size of the whole office 

Arguments for functional structure: 

A. As the Energy Law imposes the same regulatory regime in three 
regulated subsectors, functional structure enables coordinated regulation of all 
subsectors and in result will help to create internally consistent overall 
regulatory regime 

B. Enables to avoid duplication of activities which may occur if those 
sector are regulated by separate divisions within the ERO 



The organisation structure of the main office 

According to the ERO statute granted by the Prime Minister, the ERO consists of 
four departments which will perform core regulatory duties and six offices plus the 
President's Cabinet which will play supportive roles The departments include 

License Department - responsible for processing license applications, issuing 
licenses and license promises, and also for withdrawal, amendment and change 
license conditions 
Tariffs Department - responsible for electricity, gas and heat approval of 
tariffs in accordance with rules set in ordinances, release licensed companies 
from price regulation 
Plans and Analysis Department - responsible for agreeing development plans 
which are to be prepared by network companies and collection and analysis of 
information on energy production and consumption 
Supervision and Quality Control Department - responsible for monitoring 
the activities of companies and their employees for compliance with regulatory 
rules set in primary and secondary legislation and in licenses, imposing 
financial fines, and investigating and solving disputes 



The organisation structure of the main office (cont.) 

Offices include: 

1. Legal Office, 
2. Information and Technology Office, 
3. Human Resources, Training and Organisation Office, 
4. Finance and Administration Office, 
5.Foreign Cooperation and European Integration Office, 
6.  Public Relations Office 

Special role of Public Relations Office responsible for 
a) opening lines of communication with press and other media to provide 
full information on regulatory decisions, 
b) organising and implementing publicity campaigns to develop customer 
awareness, 
c) publishing the ERO Bulletin 





Funding the ERO 

To ensure sufficient funds, the primary legislation has determined the general 
framework for providing funds for the ERO operation, leaving the Council of 
Ministers the right to develop necessary rules through ordinance 

According to the Energy Law the ERO funding is provided by the state budget 
However, these funds are to come from annual license fees calculated on the basis 
of the cost of regulation 







Issuance of licenses 

The Energy Law provides rather liberal framework 

A. No statutory monopoly 

B. Short list of requirements needed to meet to get license (office in Poland, 
financial and technical capability, employment of qualified staff, decision on 
terms of the land development) 

C .  The President of ERO is obligated to promote competition and this should 
be reflected in the processing of license applications, it should not create 
artificial entry barrier 

D. Appeal procedure to the Antimonopoly Court 
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I 5 5 11 
(Slstema Electr~co Nacional) I 

I Nat~onal Electrlc System I 
I 

I & 2 p 
(Sistema Eldctrlco Publico) I 

I Publlc Electr~c System I 

25J 
(Sistema Eldctrico Independente) 

I Independent Electr~c System 
I I 

(Ent~dade Reguladora do Sector Elhctrico) 

(Slstema Elt5ctrlco Nlo V~nculado) Cogenerators 
Blndlng Producers 

Non blndlng 
Dlstr~butors 

Non blndlng Cl~ents n 
The Nat~onal Electr~c System Structure Model was established by the leglslatlon of 27 July 1995 
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REGULATED TARIFFS 

OEnergy and Capacity Tariff 

GSystem Services Tariffs 
3Transmission Tariff 

*VHV . HV 

OTariff for Sales from the Grid Company 

3Distribution Tariff I I 

I . HV 
I M V  
I 
I 

i GTariff for Sales from HV and MV Distributors to LV Distributors 

I eFinal Consumers Tariffs 

I 
I 





REPORT OF CENTREL WORKING GROUP 
ON ELECTRICITY MARKET HARMONIZATION 

Enk Schmidt, CEZ, a s 
Chairman of Worlung Group 

Presented at CENTREL Regional Roundtable Forum 
Bratislava, Slovalua 

May 27-29,1998 

In this discussion each member of the WG will present his personal remarks on the tasks and 
goals of the Working Group on Electricity Market Harmonization First of all allow me a few 
general remarks on h s  issue 

All members of the WG submitted (sooner or later) worlung papers about the situation in Poland, 
Hungary, Slovalua and Czech Republic These worlung papers were distnbuted to all WG 
members, but were not discussed in detail in a worklng group meeting up to now This wl l  be 
done in our meeting in June 

Despite this fact I would say in my personal opinlon that 

1 CENTREL countnes do not have exact and officially adopted strategies about electncity 
market liberalization and about the timing of necessary steps towards rhls alm But all 
countnes are worlung very hard in this area Poland seems to be the most advanced country 

2 Electricity prices and tmffs are generally considered as the most important problem which 
must be solved before the liberalization ~111  be launched I have in mlnd especially 
discrepancies between costs and pnces (tmffs), cross subsidizing among pnces for individual 
consumer groups (industry x households), tax policy, etc Also the "unbundling" of 
electncity pnces must be solved and pnces divided into 

energy pnces 

transmission system charges (including ancillary services) 

dlstnbution systems charges 

3 Insufficient legislation, activity of regulation bodies, liberalization of forelgn trade also 
belong to the very important problems of market liberalization in all CENTREL countnes 

In my opinion the activlty of the WG should be focused first of all on the monltonng of the 
situation in the CENTREL countnes and on the exchange of information and expenence From 
the "harmonization" point of view I consider as very important particularly these issues 



definition of eligible customer -- (Thls is not a simple problem, especially with respect to 
distnbution companies and so-called multiside customers ) 

charges or fees for transmission network use (including ancillary services) and methodology 
of calculation 

pnnciples of access to the network and operational code of the network 

import and export of electncity in relation to eligible customers, reciprocity clause, short 
term trading or spot trading 

system operator and hls duties and responsibilities 

pnnciples of regulation in energy service 

I would like to underline that the solution of each of the above mentioned issues is very 
complicated and must be considered very carefully For example, the setting of transmission 
charges As a slogan thls is very simple, but that means at least 

to choose the transmission charges model (point of connecbon model or distance related 
model or some mlx) 

to establish and calculate tariff for connection to the gnd (for newcomers), tmff for the use 
of transmission network, and tmff for ancillary services 

to define the ancillary services, because the defimtions of ancillary services are different m 
some European countnes 

to decide who wll  pay these tmffs and to what extent I have in mind generators who 
deliver electncity directly to distnbution networks but who also use ancillary services of the 
gnd What about renewables, combined heat and power production, etc 3 

to create a "grid code" including a directive of pnonties for system operator (emergency 
situations, bottlenecks, etc ) 

to coordinate approval of the transmission network charges with distnbution networks 
charges or fees This tendency is now very strong in some EU countnes 

You see that this is not an easy and simple problem, not easy and simple solutions 

Next idea whch was discussed yesterday -- to create a spot market of CENTREL Very well, but 
the countnes must answer the essential question who wll participate? 



First uossibil~tv whch corresponds w t h  EU directives generators, traders, eligible consumers, 
maybe further subjects In thls case we must answer at least these questions 

Is the definition of eligible customers the same in all CENTREL countries? What are the 
differences wrth respect to the reciprocity clause? 

Is it possible to sell electnc~ty across the boundaries directly to ellglble customers~ 

Are the pnnciples of transmission tmffs the same or at least similar7 

What w11 be the role and responsib~lity of system operators? 

I would contlnue but it its not necessary, it is only an example, not a comprehensive answer 

Second possibility Players on the spot market w11 be only compmes which operate national 
gnds This means PSE, MVM, CEZ, and SE -- nobody else In thls case, my question is What 
has such a spot market in common w t h  liberallzation of the energy market7 And moreover, for 
example CEZ, our dispatch center has practiced this spot trading regularly -- at least two or three 
years -- w t h  our neighbors but not only with them 

It seems to me that we must at first clan@ our vlews and ideas if we want to intensify our 
cooperation 

Now a few words about the situation In the Czech Republic First of all I must say that the 
officially adopted strategy of market liberallzatlon is still missing Views and ideas of the maln 
"players" in the energy market -- generators, distnbutors and state admnistration -- are different 
and full consensus was not reached until now The present situation is also pl~tically 
complicated As you probably know, June 20 wl l  be the polling day in our country and a new 
Parliament will be elected Because the proportion between left wing and nght wing is balanced, 
we don't know who wl l  be the wnner and what political programme will succeed 

As the main problem of the Czech Republic in relation to the liberallzation of electnclty market 
we see the pnce disproportions Wlthout the solutlon of these lt is not possible to proceed to the 
openlng of the electnclty market The standard of the laws on energy supply is another senous 
problem The Energy Act of 1994 has considerable deficiencies and requires novehzat~on, 
especially In the areas of authonzation and regulation 

All of the main subjects m the electnclty market (producers, d~stributors, state admlmstration) 
accept the pnnciples of market liberalization included In the EU directive No 96/92 However, 
it has still not been decided how the model of the open market in the Czech Republic should be 
concretely formulated (Single Buyer, TPA, etc ) nor In what time penods wl l  this market be 
gradually built up 



In my opimon, regardless of these facts, there exist some common pmciples whch have to be 
included in any model of the open market These are, in particular, the following 

Competition in the production as well as supply of electncity has as its am, pnmanly, the 
benefits of the final customers (especially customers w~th large consumption of electncity) 
by way of long-term reduction of pnces and improvement of the services of electric~ty 
suppliers This basic a m  is often forgotten, and we mostly discuss only wthm ESI, 
regardless of the interests of our customers I am afia~d that we don't know these interests 
exactly 

For such competition, all transport paths fiom producers to customers have to be opened, 1 e , 
not only the transmission system but also networks of lower voltage levels (distnbution) 

Further, the reliability of electncity supply has to be assured, although in some extreme 
situations (e g , in penods of extreme fiosts) at extremely hlgh costs 

For the realization of the above principles it is necessary to resolve a senes of problems first 
l h s  wl l  be the task of the transition penod fiom the present model to the open market model 
By thls we understand, in particular, the followmg 

Solution of the pnce disproportions and cross-subsidizmg as a basis for the liberalization of 
pnces for eligible customers 

A change in the onentation of the activities of state regulabon, wth emphasis on the 
regulation of monopolistic acbvities, i e , of the transmission and distnbution of electncity in 
particular 

Equipping all eligible customers wth registration metenng of the consumption of electncity, 
including reliable and fast transfer of the metered data to metenng centers as well as the 
evaluation of these data 

Performance of changes in the current laws so that they enable the admission of new subjects 
into the ESI (tradesmen, brokers, marketing companies, etc ) and the establishment of new 
organizations (stock exchange, pool, etc ) 

Modlfy the principles for concluding commercial contracts as well as tanff conditions to 
enable eligible customers to conclude several contracts for supplies of electncity 
simultaneously, eventually wth  different terms of duration (long term, medium term, short 
term contracts) 

Develop a fimctional system of spot transactions (maybe with the aid of the stock exchange) 
for local as well as foreign trade 



Resolve the function of system operator, including his authonbes, responsibilities, eventually 
even commercial activities 

Develop a tanff system for the transmiss~on of electncity by networks of the transmission as 
well as the distribution systems 

Resolve the issue of the open admission of foreign electncity suppliers to the market in the 
Czech Republic (I have in mlnd supplles for eligible customers) including the reciprocity of 
admission of Czech suppliers to forelgn markets 

I must repeat that the solutions are not easy and must be prepared very carefully and with a high 
level of responsibility, especially from the reliability point of view 
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WHY HAVE A LICENSE REGIME 

REGULATED AND COMPETITIVE MARKETS 
STATE-OWNED AND PRIVATIZED SYSTEMS 

a Create, Open, Transparent System 

Promote Broader Social Goals (eege, Environment, 
Energy Efficiency, Security of Supply) 

a Permit Regulatory Oversight 
Build Investor (Lender) Confidence 

Facilitate Non-Utility Projects 

Facilitate Privatization of State-Owned Sector 
3 
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II. WHAT SHOULD BE LICENSED 

General, Comprehensive Scheme 
)) Poland 
Exclusions for Small Plant 
>) Definition of "Small" 
)) Hungary, Electricity < 50 MW 
District Heating 

Regional Authorization 
Central Authorization 
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WHAT SHOULD BE LICENSED 

Self-Generation 

Primary Fuel 

)) Gas Suppliers 

)) Oil Suppliers 

)) Coal Suppliers? 

Wholesale vs. Sellers To End Use Customers 
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Ill. SCOPE OF THE LICENSE 

General Scope Issues 

)) Term 

)) Level of Detail 

)) UKExample 

)) Hungarian Example 

)) U.S. Example 

Short-Form vs. Long-Form 

Existing vs. New Facilities 

1- 
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IV. LICENSE CRITERIA 

Basic Licensee Qualifications 
)) Citizenship 
)) Record 
EU Directive 
)) EU Information Requirements 
)) Demand Forecast 
)) New Capacity Additions 
)) Who is Responsible 

Safety 

USAID - BECHTEL 





IV. LICENSE CRITERIA 
-- -- 

Approvals of Transfers 
)) Assets 
)) Change in Ownership or Control 

= Definition of Control 
N 25% 

Ownership Limitations 
)) Vertical Integration 
)) Horizontal Integration 
)) Hungarian Experience 
Public Service Obligations 
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V. ADMINISTRATIVE PROCEDURES 
TO AWARD OR DENY LICENSE 

EU Requirements 
>> Objective 
>> Transparent 
>> Non-Discriminatory 
)) Criteria Must Be Public 
>> If Rejected 

= Applicant Must Be Told Basis 
= Basis Must Be Well-Founded 
= Decision Forwarded to European Commission 

Applicant Can Appeal 
11 
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V. ADMINISTRATIVE PROCEDURES 
TO AWARD OR DENY LICENSE 

Public Participation 

Link to Administrative Codes 

>> Hungary 

>> Poland 

Adjustment of Time Limits For Decision 

- 
2% 
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V. ADMINISTRATIVE PROCEDURES 
TO AWARD OR DENY LICENSE 

"Nuts and Bolts" Issues 

)) Forms; Number of Copies 
)) Internal Routing 

Review for Completeness 
Timing 
Fee 
Consultations with Other Agencies 
Drafts to Licensees 

USAID - BECHTEL 
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V. ADMINISTRATIVE PROCEDURES 
TO AWARD OR DENY LICENSE 

Unbiased, Objective, No "Insiders", No 

Investment Community Concerns 

+ USAID - BECHTEL 
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VII. AMENDMENTS 

By Licensee 

By Government Agency 

Revocation and Termination 

)) Role of Agency 

)) Critical for Investors 

)) Changing Standards 
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TYPES OF CONTRACTS 
REGULATORY ROLE 
PRICE ISSUES 
RISK MANAGEMENT TOOLS 
"FORCE MAJEURE" 
EU LIMITATIONS 
LINK TO STRANDED COSTS 
ENFORCEMENT 
INTERNATIONAL FINANCIAL COMMUNITY 
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REGULATORY ROLE 

Prevent Market Abuse 

>> Other Agencies 

Roles Other Than As Market Referee? 

USAID - BECHTEL 



Ill. PRICE ISSUES 

How Calculated 

Who Calculates 

Who Approves 

Market Functions 

Fixed vs. Market 

Spot Markets vs. Long-Term 

Index 

- USAID - BECHTEL 
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IV. RISK MANAGEMENT TOOLS 

Identify Risks 

Allocate to Party Who Can Best Manage 

Pricing Clauses 

Insurance 

Currency Hedges 

Force Majeure 

USAID - BECHTEL 



"FORCE MAJEURE" 

Regulatory Approvals 

Acts of GodJNature 

Labor, Strikes 

Financing 

Political Risks 

Market Risks 

Change in Regulation/"Regulatory Out" Clause 

USAID - BECHTEL 



VI. EU LIMITATIONS 

>> Treaty of Rome 

>> Prior Decisions 

No Domestic Subsidies (15% Domestic Limit on 
Preferences) 

Renewable Resource Preferences 
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VII. LINK TO STRANDED COSTS 

How Contracts Can Create Stranded Costs 

>> Length 

>> Fixed Price 

How to Mitigate 

>> Variable Price 

>> Disaggregated Price 

Capacity 

Fixed Energy 

Variable Energy 
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IX. INTERNATIONAL FINANCIAL 
COMMUNITY ISSUES 

Prompt Settlements (Payments) 

Currency Convertibility 

Alternative Markets 
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TRACING GENERATION COSTS 
TO BUYING UTILITIES 

AND 

RECOVERING PURCHASED 
POWER COSTS FROM 

CUSTOMERS 

CENTREL Reg~onal Roundtable 

Brat~slava, Slovak Republ~c, May 28, 1998 

Chr~stopher D Turner 

Bechtel Consultrng, Warsaw, Poland 



TRACING GENERATION COSTS TO 
BUYING UTILITIES 

SIMPLIFIED ASSUMPTIONS 

Dellvery of "wholesale" electricrty from the generators to the "retarl" 

dlstrlbutlon companies rnvolves three basrc types of costs 

Capacity-related ("fixed costs" such a s  plant rnvestment and 

deprecration, flxed operat~on and marntenance, reservation 

for buyer, etc ) 

Energy-related (fuel, varrable operatron and ma~ntenance) 

Delivery-related (losses, transmissron, transformation, etc ) 

In a drsaggregated market, t h e  Delivery-related costs often are the 

busrness of the System Operator (another day's subject), whrle the  

Capac~ty and Energy costs are pertinent to the Generat~on 

company 



TRACING GENERATION COSTS TO 
BUYING UTILITIES 

SIMPLIFIED ASSUMPTIONS (contmued) 

Dependrng on the technology employed, the relatrve costs of 

Capacity and Energy d~ffer, often signrfrcantly 

- consider nuclear and hydro generation at one end of 

the spectrum, wrth relatrvely h ~ g h  Capacrty costs and low (or 

virtually no) energy costs, vs 

- soft and hard coal somewhere In the mrddle, wrth 

somewhat lower Capacrty and somewhat hrgher Energy 

costs, VS 

- natural gas and 011 at the other end of the spectrum, 

wlth relatrvely low Capacrty and relatrvely hrgh Energy costs 

Some generation will be sold on a short-term, as-avarlable basrs, 

but a lot of generatron wrll be sold under a varrety of contracts, 

where the transactrons reflect both the avarlabrlity of supply over a 

period of trme and the expectation of delrvery of the supply rn 

many hours of the year 

One way or another, the contracts usually reflect the Capaclty and 

Energy costs of the Generator, and therefore the expected 

Capacity Factors of the arrangements (the expected vs the 

possible kwh) 



RECOVERING PURCHASED POWER 
COSTS FROM CUSTOMERS 

MAIN POINTS 

For the buvrnq distribution utility, rt is important to achieve two 

principal goals 

recovering the costs of the purchased power from 

customers, while keeping pressure on the sellers to control 

costs, and 

designing cost-recovery approaches that provrde proper 

price sisrnals to the end-users of the components of 

purchased power costs (today's focus) 

Reqardlnq cost control 

For many distributron ut~lities whose assets do not rnclude 

generation, purchased power IS the largest element of cost 

Non-recovery of even as little as 10-20% of purchased 

power costs can be financially rurnous in the short term 

Keeprng pressure on Generators to control costs usually 

requires regulatory "assistance " 



RECOVERING PURCHASED POWER 
COSTS FROM CUSTOMERS 

MAIN POINTS (continued) 

Regarding cost control (cont~nued) 

Buyers can rnfluence cost control (e g , via portfolio 

management, auct~ons, ~ndexrng, d~rect and ~ndrrect output 

~ncentrves, etc ), but often will do so only when under the 

regulatory threat of non-recovery of a srgnifrcant portion of 

purchased power costs 

Regulatory pressure on drstrrbut~on companies can place 

heavy back-pressure on generators to reduce costs, whether 

or not the generatron sector IS "competrtive " 

Farlure to 11nk the recovery of purchased power costs to the 

lnc~dence of the costs is a polrt~cal, economic and regulatory 

d~saster In the long term, often excused for short term 

exped~enc~es 



RECOVERING PURCHASED POWER 
COSTS FROM CUSTOMERS 

MAIN POINTS (continued) 

Reqardinq prrce srqnals (continued) 

Recovery of "al l~wed" purchased power costs has two main 

elements 

- assocrating (allocatrng, assrgning) Capacity-related 

and Energy-related costs (separately) to the proper 

customer classes, and (where possible) using demand (per 

kw) charges and energy (per kwh) charges In the (relatively) 

stable "base rates" to recover the expected (forecast, 

projected, assumed) costs respectrvely 

- usrng a "r~der" (often called a "fuel" and lor "purchased 

power" adjustment clause, outside of the "base rates," to 

recover onlv the short-term changes rn the average per-kwh 

energy costs, and only when these changes are srgnlfrcant 

and unpredrctable, and where the amounts (or, more I~kely, 

the formula criterra) have been approved by the regulator, 

and (finally) where the recovery (or refund) generally 1s less 

than 100% (whew') 



RECOVERING PURCHASED POWER 
COSTS FROM CUSTOMERS 

MAIN POINTS (continued) 

Reqardlnq prrce srqnals (continued) 

A way to determrne the overall level and drstrrbutron of 

Capacrty-related purchased power costs to be recovered 

from the varrous customer classes In base rates, when In the 

process of establrshrng "allowed" costs, rs to use a 

srmpllfylng and economically ratronal assumption 

- for most contract arrangements (I e , where there are 

defrned trme and deirvery elements), use the current per-kw 

carrying cost of a peak~ng unrt as a proxy for the capacrty 

cost, and the balance of the annuallzed cost as a proxy for 

the energy cost, when assocratlng (asslgnlng, etc ) the cost 

components to customer classes (Basls hrgher-than- 

peaker capacrty costs are rncurred to achreve energy cost 

savrngs, and therefore are energy-related ) 

- to drstrrbute the as-determined Capacity-related costs 

to customer classes, use an approprrate measure of the 

classes' contrlbutlons to the utll~ty's system peak (thls 

method can be modrfred to reflect the load shape of the 

utilrty) 



RECOVERING PURCHASED POWER 
COSTS FROM CUSTOMERS 

MAIN POINTS (continued) 

Reqardinq - prlce s~qnals (cont~nued) 

The remalnrng "allowed" purchased power costs then are 

assigned on a class energy bas~s, usrng an expliclt set of 

assumpt~ons regard~ng the average level of fuel costs for 

generation (or the "base cost" of fuel) 

The "rrder" then IS used In l~m~ted c~rcumstances to recover 

changes in the average fuel cost component of the 

purchased power cost, usually on a short-tern1 (I e , monthly) 

basis 

Maklng the "r~der" a partial recovery or refund procedure for 

the drstr~butron company can be reflected In the relat~onsh~p 

w~th the sellrng Generators Incomplete recovery of 

Increases In average costs, or retent~on of a portron of the 

decreases In average costs, can (for example) be shared 

between the buyrng ut~lrty and the sell~ng Generators, whlch 

keeps proper ~ncent~ves In place wh~le prov~dlng a measure 

of risk management for the d~strrbutron ut~l~ty 

DISCUSSION whrch of the Bonbr~ght principal rate design cr~teria 

are sat~sfied by this approach7 Which are not7 
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What are Stranded Costs? 

Arises from changes in regulatory 
environment that alters the potential 
revenue recovery for existing assets of 
the utility. 
Book value of assets that exceed the 
market value of assets as entry 
restrictions are lifted in a regulated 
market. 



What are Stranded Costs? 

Stranded costs may result from: 
- Capltal Investment (normally attributed to generation plant e.g., 

nuclear power) 

- Long-term contracts for capaclty and energy locked tn at above 
market rates (1 e., PURPA). 

- Fuel contracts that are take-or-pay Normally flow through a pass- 
through tarlff (e g., UFAC) 

- Regulatory assets such as deferred expenses (e g., tax benefits that 
have been flowed through and are recovered over time) 

- Soclal programs such as DSM, un~versal service, environmental 
programs, tax collection, etc. 



What are Stranded Costs? 

Transition costs are those costs 
(including stranded costs) that are 
directly attributable to the transition 
period. These may include customer 
information programs, costs attributable 
to unbundling, additional regulatory 
costs as a result of restructuring, new 
financing costs, etc. 
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Who Should Pay for 
Stranded Costs? 

- Could produce financial hardship for many 
high-cost utilities resulting in bankruptcy and 
possible service interruptions. 

- Compensation for voluntarily restructuring 
utility (e.g., divestiture). The argument being 
that in the long-run ratepayers will benefit more 
from a competitive market with a proper 
structure, than the current loss in compensating 
utilities for stranded costs. 





Who Should Pay for 
Stranded Costs? 

- Investors should not be compensated for 
changes in the business environment. 
Otherwise government would be 
compensating investors for every change 
in law that might alter the value of 
investments (e.g., tax law changes). 

- Allowing stranded costs to be passed 
through to ratepayers distorts the price 
paid by the end-user. This causes 
economic inefficiency. 
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Stranded Cost Recovery 

Generally restructur~ng legislat~on ind~cates what 
types of costs can be recovered. Ut~l~ties then present 
ev~dence to PUC . Only those costs that are ver~f~able 
and prudent can be recovered. 
Approach adopted by some states does not require 
any show~ng of leg~timacy 



Stranded Cost Recovery 

Exit fees or competitive transition 
charges (CTCs) 
- A non-bypassable fee charged to all 

customers that choose alternative 
suppliers." 

- Could be based on verifiable stranded 
costs or lost revenues. 

* Not perfectly non-bypassable C&l customers can shtft productton to 
states w~thout fees, close-down, or take bundled contract servlce w~ th  
local ut~l~ty Res~denttal customers can move (although maybe not as a 
result of the charge) 











Illinois 

No requirement for stranded cost verification. 
Securitization is not tied to stranded cost charges 

or values. 
Competition is phased-in over a number of years. 

(Between 1999 and 2002) 
No requirement for divestiture, but utility can sell 

or shut- down plants voluntarily. (Lost revenues 
charge does not change.) 

Surcharge can be in place until 2006 and, with 
Commission approval, until 2008 





California 

Commission is to decide and identify the 
types of generation costs to be recovered. 
These costs include: 

+generation facilities 
+ generation-related regulatory assets 
+ nuclear settlements 
+ power purchase contracts, including 

restructuring, renegotiations or termination 
+ prudent capital additions to existing generation 

stations 



California 

Costs of above market assets must be "rietted" 
against below market assets. 
Surcharge can be in place until 2001, except that 
certain costs, such as employee separation (until 
2006), power purchase contract renegotiations (in 
full), other regulatory imposed costs (in full). 
Surcharge is determined in a commission 
proceeding, but must be non-bypassable. 
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made that such results were reached by the whole 
block Values of unintended devlat~ons were less 
than 20 MWhih for 47 56% of a total hrne and ACE 

lel operabon on the condltlon that the tnal opera11 olfsetbng and accounbng ~ o ~ d e w ~  less than value Of 20 MwNh 'Or '* 14% Of a 
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PRINCIPLES OF 
PUBLIC RELATIONS 

HOWARD N. MENAKER 
USAID REGIONAL PROGRAM 
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MAY 26,1998 



WHERE DO WE START? 

a WHO IS THE 
AUDIENCE? 

a WHO IS THE 
"SPEAKER"? 

W H A T  ISTHE 
MESSAGE? 

a WHAT RESULTS 
DO YOU WANT? 





INFORMATION vs. 
PERSUASION 

a DIFFERENT 
PURPOSES 

MESSAGES 

STYLE 

.DIFFERENT METHODS 





THE AUDIENCE 

TALK WITH THEM, NOT AT THEM 

NOT TOO EASY, NOT TOO DIFFICULT 

BE SURE THE RIGHT PEOPLE ARE 
LISTENING 

DON'T BOPE THEM 





THE COMMUNICATOR 

a COMMUNICATE WHAT YOU KNOW 

a BE INTERESTED IN THE MESSAGE 

a KNOW WHAT RESULT YOU WANT 

a PRACTICE, PRACTICE, PRACTICE 



THE MESSAGE 

a DEVELOPING THE MESSAGE: 
KNOW WHAT YOU WANT TO SAY, 

HOW YOU WANT TO SAY IT 

T E S T  IT 
T R Y  OPTIONS 

REPETITION WORKS 



GET RESULTS 

CRAFT THE 
METHOD, THE 
MESSAGE AND 
THE STYLE TO 
GET: 

.THE DESIRED 
RESULTS 

.FROM THE 
DESIRED 
AUDIENCE 





KNOW YOUR AUDIENCE 
and.. . . . . . 

a HAVE THE RIGHT COMMUNICATOR 
MAKE THE MESSAGE FIT THE 
AUDIENCE 
USE THE RIGHT TOOLS FOR THE 
RIGHT RESULTS 



Increasing Public Understanding 
and Support of the Regulatory 
Process 

Bratislava, Slovakia 

May 26,1998 

Charles Fisher 

Executive Director 

Illinois Commerce Commission 
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When does the public care about 
the rerrulatorv orocess? Whv? 

+ When the price of utility service changes 

+ Problems with reliability 

+ Concerns about quality of service 

+ WHEN THE REGULATORY DECISION 
AFFECTS THEM 





Recognition of Different Publics 

4 GOVERNMENT 
- Executive Branch 

- Legislative Representatives 

- Local Government Officials 

- Federal Government 

- Judicial 





Recognition of Different Publics 

+ INTEREST GROUPS 
- Citizen's Utility Board (CUB) 

I 

- Illinois Industrial Electric Consumers 

- Building Owner and Managers Association 

- Environmental Law and Policy Center 







Be Accessible and Emphasize 
Openness 

\ 

+ HOLD OPEN COMMISSION MEETINGS 
1 

- Prominent Notification 

- Vary Locations and times 

- Host policy sessions on issues of interest 
>> Internet 

>> Electricity Reliability 

















Communication Methods 
\ 

+ PRESS RELEASES 

+ BROCHURES ON COMMON ISSUES 

+ ANNUAL REPORTS OF REGULATOR'S 
ACTIVITY 
- Personalize the commissioners and the 

regulatory agency 

- Good reference source 

- Supplement with 2-4 page quarterly updates 



Communication Methods 

+ PRESS RELEASES 
- Follow-up explanatory phone conversations 

+ BROCHURES ON COMMON ISSUES 

+ ANNUAL REPORTS OF REGULATOR'S 
ACTIVITY (or more frequent) 

+ PUBLIC SERVICE ANNOUNCEMENTS 
- Electricity Choice education 



Communication Methods 
\ 

+ PRESS RELEASES 
- Follow-up explanatory phone conversations 

+ BROCHURES ON COMMON ISSUES 

4 ANNUAL REPORTS OF REGULATOR'S 
ACTIVITY (or more frequent) 

+ PUBLIC SERVICE ANNOUNCEMENTS 

+ INTERNET WEB SITE 







Commission Organization 

4 CONSUMER SERVICES 
- Consumer complaint resolution 

- Consumer education 

- Public Forums 

- Work with companies to identify and solve 
institutional problems 



Commission Organization 

+ GOVERNMENTAL AFFAIRS 
- Federal Congress 

- State Legislature (Primary role) 

- Local Governments 







108 1 Budapest, Kozthas6g t6r 7 Tel 117-4089 Fax-, U7-1330 ' T--- --- .. 4- 
I 

A el 

BEST ACCA/LA@LE COPY 



A Magyar Energfa Hivatal A Magyar Energla Hivafal 
I 

foglalkoz~k mmden, a fogyasztdk erdekert tevekenysege kiteged az arkepzes~ 

errnto kerdessel, krdolgoua a fogyasrtd- modszerek es arvaltozas~ javaslatok 
I 

vedelemre vonatkozo szabalyzatokat, 3 krdolgozasara, a iegkrsebb koltseg 
i 

krvrrsga~a a fogyasz- elve alapjan a foldga I 

tor panaszokat, egyiitt- s vrllamos energla 

eloirasok megtartasat, azaz az rgeny- &%$&e~e'se're, -2 - szdliitasdra es szolgii- g:- - -  
krelegites es szolgaltatas szinvonalat 3YY -- fata'sara vonatkord rnfikodesr engede- - L 

l l yek  kladasa, tovabba az uzemr es 
s 

-2 

I 
f'~'etszaba1yzatok jovahagyasa 
z- - I 



REPORT 
on the actlvit~es of the 

Hungar~an Energy Off~ce 
In 1997 

Budapest, March 1998 



FOREWORD 

Thzs marks the thzrd zssuzng of the report on the actzvztzes of the Hunganun Energy O&e Thzs 
report presents the most zmportant tasks&fdled over the lust several years and detazls the 

actzmes of the Ofice an 1997 

Sznce the establzshment of the Ofice zn July 1994, the natural gas and elecmczty zndusmes huce 
undergone conszderable changes The crust structure was abolzshed early on A d d m o d y ,  

probt znterested companzes uere formed zn generatwn, transrnzsszon, and dzstnbuMm (supply) 
respectzvely Pmatlsatzon of the gas and elecmczty supplws took place along wuh smeral 

publzc power plants and MOL Rt Afm the structural reorganzsahon of energencs, pnce 
regulanon of energy sources hcrs been accomplzshed zn several phases 

These changes probably would not hate occurred mthout the regulatory actzc2tzes of the 
Hunganan Energy Ofbe  In the past years the Ofice was actzce zn lzcenszng of companzes 

pqtonnzng generatton, transmzsslon, supply of elecmty,  and the sale and supply of gas, zn 
contmuous supemwon of qualzty of supply, as weU as an tasks of consumer protecnon, pnce 

regttlatzon and applzcatzon Gas and elecmczty zndustnes supemwed by the O&e represent 
three quarters of domestzc energy consumptzon 

In recent years, u~thzn theji-ame of dzrecmes on energy polzcy, a new regulatzon system has 
been deceloped, as %ell as multzlevel l w m n g  of the operatzon of energy zndustry companzes In 

addztton, cost propornod energy pnces hace been created Withzn thzs process, abme and 
beyond the tasks related to lzcenszng, pnce calculanon and pnce regularton, the Ofbe c a m s  

out certazn addztzod admznzstratzve tasks It zs necessary to lay s p e d  e m p h  on 
supenzszon and consumer protechon, as ueU as on enhancement of the legal and o f i d  

regulatory enwronment zn the future 

State regulatzon of power companzes enjoytng the p o m n  of natural monopoly, and m n e d  
predomznantly by pncate Cforezgn) znvestors, and znfluenctng these companzes towards the 

dzrectzon of energy polzcy can not be done any longer, or at most only p a d y ,  on propnetonul 
bass 4s the State loses zts propnetonal nghts of ceto to the macro strategzc quesnons of the 

compames, the more zt zs adwable to equally enhance the o&d, reghtory, supervzsory, and 

consumer protectzon~nctzons as described by legal regulatzons 

The atm of the Office zs to become a consumerbendly Ofice by zts expert and autonomous 
dewtons, transparent actze?tzes, proSesszod support, and zncreased znterest representatzon of 

consumers At the same tzme, the Ofice has to respect the legznmate anterests of znvestors 

Budapest, March 1998 
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--a SUMMARY 

The Hungarlan Energy Office (heremafter "the 

Office") was established bv Act ,YLI of 1994 on Gas 

Suppl\, its responslbllit~es are defined by the above 

act as well as bv Act XL.I'III of 1994 on the Gene 

ratlon, Transmlsslon and Supplv of Electricity 

Its baslc tasks Include the llcenslng of companies 

mthin the energy mdustry, price regulation, and 

preparation, as well as consumer protectton 

0 LICENSING 

In connection w ~ t h  its licensing actinties the 

Office adopted resolutions m the followmg lssues 

in 1997 Concernlng the generation and supplv of 

electrlcitv, 1 extension of llcense for generation, 9 

amendments of operational licenses, 2 licenses for 

the dlrect supplt, 1 preliminary power plant 

establishment hcense, 5 approvals of the sale of a 

significant ownership interest, 2 poner ant 

establishment licenses nere issued by the Otfice 

the license holders The elaboration ot method< L 

and indicators for subjective and object] 

measuring ot the quahtv of supplv has begun 

0 CONSUMER PROTECTION 

In 1997, the Office dealt wth  a total ot 344 cases 

Of these, 259 cases (75%) were complalnts m the 

f~eld of electr~cltv and gas supplv, the other 85 

cases were petitions of another kind, e g requests 

of officlal opinion, solving of disputed questions 

between suppliers and consumers 

In the field of gas suppi\: 73% of the cases nere 

petitions of complaint One third of the cases ot 

c r ~ t ~ c ~ s ~ n g  supplv were found to be justlhed the 

major part of the cases resulted from not hanng 

sufficient knowledge of the legal regulations 7 9 O 0  

of the complaints were presented b~ resldentidl 

consumers, 21% b\ business organisations m d  

lnstltutional consumers 

In the field of electncitv supplt, 77% ot the cases 

regarding semce were complalnts 6296 ot these 

Concernlng the natural gas supplv and the supply complalnts resulted from not hanng kno~tledge ot 

of LPG by pipeline, 36 amendments of operational legal rules or misinterpretation ot them theretore 

llcenses for the expansion of the supplv buslness of in these cases the suppller was not at fault 85% ot 

natural gas, 6 amendments of operational licenses the complalnts were presented bv household 

for the expansion of the supply buslness of LPG, 7 consumers, and 15% bv business organisations and 

approvals of the sale and change of a s~gnlficant other lnstltutional consumers 

ownership Interest were issued by the Office, and 

the list on vearly restriction order of consumers of The Office Initiated the amendment ot general 

natural gas was approved terms of businesses The Office performed 

inspections in relation to the network de\elop 

In addltion to these, the Office has processed and ment contnbutlon, qualltvof supplv, and accounting 

anallsed the technical economlc annual reports Under the leadership ot the Office a team ot experts 

and special reports on the quality of suppl~, sent by worked out a methodology for the investigation of 



consumer satistaction in the field of gas and 

electncitw supph Based on this methodology, the 

suneXr has been completed 

0 PRICE REGULATION 

In 1997, the Office prepared the quarterlv pnce 

corrections m due time, thus malung a proposal for 

the pnce increase of Apnl, Julv, October 1997 and 

Januarv 1998 

In 1997, the Office evaluated the price revlewv 

applications of the energ\ companies In total, 25 

applications have been receiwed, of which 12 were 

applications of power plants (3 from Bakons Power 

Plant Ltd , and 2 from Vertes Power Plant Ltd), 6 

\sere ot e l ec t r i c l~  supplier companies, 1 was of 

\IOL Rt 6 isere of gas supphr companies 

From 25 applications of 22 companies, the Office 

adopted resolutions in 22 cases by the middle of 

December 1997 

From the total amount of 65 355 billion HUF 

requested bs energy companies, the Office 

approved a total of 10 562 billion HUF; 16 2% of the 

requested amount 

U1 gas and electncitv companies and the Vertes 

Powter Plant Ltd hawc lodged an appeal against the 

resolution MOL Rt and the other power plant 

companies hate accepted the resolutions 

Cnder the co ordination of the Office, the actlvlties 

ot the committees for the development of the new 

gas and electncitw tanff svstem continued in 1997 

0 ENERGY EFflClENCY ENERGY INFORMATION 

Dunng execution of the Energq Conservation Credit 

Program (ECCP) initiated bv the Goternmental 

Resolution 1113/1996 @I 20 ), the Office has acted 

as the co director and secretarv of the program 

Within the framework of the Energy Consenation 

Credit Program announced for the institutions of 

local municipalities, the evaluation of the 

applications for 1997 has been finished, and the 

subprogram for the local municipalities \ti11 

contlnue m 1998 aired \nth Increased credit limit 

In order to fulfil its tasks, the Office is continuoush 

collecting the necessarv energetic data from the 

companies for eiraluat~on and processing 

In 1997, by authorlsation from the Act on Gas 

Supplv and the Electncitv Act, the Office dratted 

the scope of economlc information to be obligaton 

published bv the energ) companies The Ottice has 

discussed the scope ot ~nformation \nth the Energi 

Interest Representing Board several times and has 

sent the draft decisions to the Data Protection 

Commissioner requesting his opinion 

0 EU LAW-HARMONIZATION 

The Office has begun to analvse the El: Directixe 

on encouraging competltlon in energetics, 

obligatorv for member states, and elaluate the 

benefits for consumers expected from th 

implementation along wmth the possible ditt~cultit 

m the industry Thls work, which 1111 result I? 

changes in the operating model and leg 

regulations m Hungary needs a uell harmonis 
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interest representation bb  the goiernment, the 0 INTERNATIONAL RELATIONS 

consumers and the energ) industri In many respects, the tasks of the Oftlce lnclu 

new f~elds, untll now unfamlllar to Hunglridli 0 PUBLICITY PUBLIC INFORMATION 
practice Therefore the international expenenc 

The Office ~ubllshed the licenses issued and Its are important Becomlng acquainted i i ~ t h  the aa 
publlc Interest m the official ~ournal ot practices apphed abroad the process ot coditic-xtlon 
IhIhf The Office has defined the scope of took place ~n a frame of wdespread lnternntlon 
lnformatlon ot public Interest regarding the co operation Several evperts of sell  hnonn 
management of license holders to be obllgatorv institutions gave mformatlon on the solutrons r 

disclosed to the publlc by the companies the problems at hand, and ~t the same tlme tl, 

experts of the Off~ce pror~dcd ~nformatton to 
Through the tacl'ltatlOn the Interest interested partners on the regulatonr nstem ot th 

1 
R~~resen t lnb  Board, the Office ~rovlded the Hungartan energy Industry as sel l  as on t h c  

organisntlons representlng consumer Interest ~ t h  possrbllitles of establlsh~ng technic~l c~anomic 
all intormatlon on the ll~ense holders that concern contacts 

, 

consumer rnterests Furthermore, the Interest 

re Presenting bodleb obtained continuous intorma The spcclallsed qsslqtance protldcd bi VS-\ID \\.I 

tlon on the rebuktmbi Price PrePanng and Interest slgnlticant W ~ I L ~  facilitated thc ~ c t ~ i l t l e ~  of t h ~  
representlng actlvltles of the Office T ~ L  EIRB IS an offlce in manv respects 
appropnate forum for expert dlscuss~ons and consul 

tatlons u ~ t h  the consumer interest representing ~t ~haracter~ses the intern ltlonal ~ppreel ltlon otL- 

bodles the results of the Office that the first eontcrenee on' 

Energy Rc ' Itory Bodl~s of Central dnd E~stcrn - 
The president and the other \ice presidents of the Europe and I New 111 iependtnt States n ~ s  hcld 
Office continuously published mformatlon of public by USAID , (,port vovembLr 1997 In Hungqri 

Interest in the clectron~c and printed medla By - 
holdlng press conferences the president facilitated a 
the involtement of publlc~ty m the actiutles of the 

I Office 

In 1996 the Office established the Journal of 

Energy Consumers to be ~ssued quarterlv The 

Journal 1s free of charge and dlstnbuted through 

the consumer senwe offices of the suppl~ers The 

Journal of Energy Consumers prondes a diverse ran 
1 

ge of consumers wth  exact and useful lnformatlon I 
R ~ - W = - - -  II 

- -4" - zc,$ 
I 



-3-0 EFFORTS OF THE OFF1SE 

-3 AIMS AND EFFORTS OF THE OFFICE 

Salient features of the rums and efforts of the Office 

are to ensure the justified costs of energi generation, 

transmission, distribution and suppli on an 

internationalli acceptable ler el bv means of the tanff 

system Further aims are to stimulate the llcense 

holders to decrease costs bv introduct~on of 

competltlon in more and more fields to supemse the 

actiwtles of transmitter and distributor supplier 

companies holding monopoly position, to enforce 

consumer mterests, as well as to ensure the secuntv 

of iniestors bv the legitimacr of the regulator 

The Office stnres through all its actiilties to ach~ere 

or enforce these aims The cost structure of polier 

industq companies allocated to cost bearers and cost 

centres (e g the exact cost structure of poner delnerv 

to household consumers) can not be knorvn reliablv 

due to prerlous lack of data collection Implemen 

tation of the new, more cost proportional tar~ff 

mtem,  norked out on the base of approxlmate data 

more than one vear in preparation, is impeded on 

behalf of social cons~derations 

The tender guideline, intend~d - rcate competition 

among the new poner plant c ID I L I ~  projects, has 

come into force and facihtatu the competltlon of nen 

capacity bids 

The Office has begun to analcse the EL Dlrectne on 

encouraging competltlon in energetics obligaton for 

member states, and evaluate the benefits for 

consumers expected from the lmplementat~on along 

wth  the possible d~fficulties in the lndustn 

In the past vears the Off~ce outlined, in sereral 

administrative resolutions, the procedures for 

measurements data supple, and public opinion polls 

for checking the suppliers' qualiti ot suppli 

Processing and analiwng these rase ser era1 questions 

concerning data collection and specihcat~on, as nell 

as the necessitv of introducing the criteria for 

guaranteed supplv The analvses made so far do not te t  

s h o ~  an Improvement in the qualib of supplr, in fact 

they show a rlse in the number of outages and 

disturbances of consumers, manh as the effect of the 

failed derelopments from the former era 

Continuous and deta~led superrTslon of llcense 

holders' cost level and keeping the costs at an 

acceptable leiel, as expected b\ consumers and 

necessan for the qual~ty of suppli and standard of 

senwe as specifled be the Office are not poss~ble bi 

the means of the Office alone Voreoier this is not 

the practice in anir countnr nhere there is a slmllar 

regulaton authoritv and nhere there is a model 

allotnng partla1 competitlon hcordlng to this fact 

the Office stnies wmth all its acti\ities to introduce 

competltlon in as man\ helds as posable nhich bi 

nature forces a decrease In costs Theretore tor the 

benefit of consumers, the Office striles to prerent the 

derelopment of anv new monopoli and the poss~b~lltr 

of a misuse of economic po\\er nhether in organ1 

sation or operation or the proprletan side 

Bi consequent conformitv to legal rules and 

considerat~on of operational models the Offlce 

contends to act as a rellable consumer friendli 

licensing authorit\, at the same tlme respecting the 

legitimate interests of iniestors 

The legitimacr and stabilih of official decisions and 

statements, in anc case belng m the spotlight due to 

prnatlsation and evpected pnce increases as \\ell as 

due to the strategic and economic importance of the 

sector, are verv important requirements 
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The responsibil~ties and jurisd~ction of the 

Hunganan Energy Office are regulated bv Act XLI 

of 1994 on Gas Supplv, as well as by Act . W I I  of 

1994 on the Generation Transmission, and Supply 

of Electricity Its operation is defined by 

Government Resolution Xo 2076/1994 (VIII 6 ) 

(That was mod~fied bv Goiernment Resolution No 

1122/1996 (XI1 17 )) The Office is a state 

administrative ageno w ~ t h  independent 

responsibilities and junsdiction on a nat~onal level, 

controlled bv the Government, and supenxed by 

the appointed minister The maln tasks of the 

Office are the regulation and supertqsion of 

energetic actlmties performed bvgas and electncity 

companies enjoving a natural monopol~stic 

posltlon, and the protection of consumer interests 

I The regulatton basmall\ concerns three fields 

instance The mlnister of ~ndustrx, tr- , 

tourism acts ~n the second instance The p n r  

regulatton authontv is exercised bv the ministc 

industry, trade, and tounsm 

The responsrbilities and authonties of the Ottlc 

have been and are continuousl\ being shaped(- 

the above ment~oned acts b\ gojernment decr~,  

on the implementation of acts, and bv other led. 

rules and resolutions The list of relevant legal m - 
1s given in Appendur 1 

The respons~bilities of the Office spec~fied bx legal 

rules are the folloi\~ng 

- issutng and amending operat~onal llcenses i, 

the generatlon, transmission and suppi\ 

electncity, and for the sale and supph ot g, 

lssulng poner plant establ~shment and 
4 

commiss~oning hccnscs, 

- approval of the gencril terms of buslness tor the 
E - lssue ot operational licenses and poner plant license holders and op~rational codes Ix t a b ~ d -  

I 
establ~shment licenses, approval of the into cons~derat~on the vle~vpoint ot the 

operational code and general terms of business organlsations repri cnt~ng consumer mterest- 

for the companies, and approval of the sale and - approval of the list on restriction order 

acqulsltion of a significant ownership interest - defining the scopi of information to be publicl\ 

among others, disclosed, 
\ 

- preparation of pnces (tariffs) and cond~tions - preparing the otficial pnces and conditions tor- 

for pnce application, as well as the guidelines pnce appl~cation of natural gas and electric~t 

tor calculation of network development for decls~on malung, 

contribution for decision malung, - lnvestigatlng consumer complaints and- 

- assistance in the preparation of legal and otficial enforcing the protection of consumer interests\= 

regulatonr environment ot the companies - facilitating the Energ) Interest Representing 

Board, 

Hungarian Energy Office passes resolut~on of first conservation of energv, 

II 
In the field of licensing and cost revision, the - carrvlng out spec~f~c  tasks related to the 

a 
I 
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- collecting, eialuating and stonng information 

on the distribution and utilisation of electncitv 

and gas 

The Office commenced its operation under 

Government Resolution Xo 1075/1994 (VIII 6 ) 

appronng its organlsatlonal and operational bvlaws 

(in the meantime the Government Resolution No 

1122/1996 (XI1 17 ) modified the organlsational 

and operational bvlaws of the Office) The chief 

executive of the Office is the President, who 

represents the Office, directs and overseas the Vice 

presidents in charge of each specialised activlties, 

presents his \earh reports to the Parliament on 

the operations of the Office The actinties of the 

Office are performed bv the departments headed by 

Vice presidents 

The Department of Energ) Supph 

- issues the preliminar\ establishment, estab 

hshment, commissioning, and operational 

licenses and modifies them, 

- supenlses the compliance wth  the pronsions of 

the relel ant legal rules and licenses issued, 

- organises, processes and stores information 

necessan for the tasks of the Office, 

- initiates actions in order to ensure the 

continuit\ of energ\ supplv, 

- prepares and insures that the operational codes 

reman up to date 

- approies the list on restnctlon order, 

- approies all significant changes 1x1 ownership 

interest of license holders 

The responsibilities of the Consumer Protection 

and Energy Conservation Department are to 

- prepare gas and electncitv pnces for decision 

malung, and to develop the conditions tor pnce 

application, 

- perform the activltles to protect consumer 

interests, 

- investigate consumer complaints, 

- approve the general terms of business of the 

suppliers, 

- organlse activlties promoting the consenation 

of energy 

The responsibilities of the Internal Financing 

Department are to 

- plan the budget of the Office, 

- ensure balance between the possibilities and 

obligations of the financial management in the 

Office, 

- perform management related tasks, 

- assure regularity and legitimac\ of the 

management, 

- perform internal management related tasks 

The organlsational structure of the Office is sho\i-n 

by Figure 1 

The Office does not recelve anv support from the 

central budget, its operating costs are co~ered b\ 

fees regulated bv the jolnt decree of the \linlstr\ of 

Industm and Trade and the Minlstn of F~nance 
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-?J LICENSING 

According to the acts on gas suppl\ as nell as on the 

generation, transmission, and supplk ot electncin, 

the responsibilit~es ot the Office, related to licensing, 

are the tollo~wing 

- issulng operational licenses tor the generation, 

transmission, and supplv of electncit\, and for the 

sale and suppl~ of gas, issuing licenses for poner 

plant establishment and commissiomng, 

- approilng the general terms of business of the 

license holders and the operational codes bv 

t ah~ng  into consideration the viewpoints of 

organisations representing the consumer interests, 

- approial ot the 1st on restriction order, 

- supenising the compliance inth the pronsions of 

acts and other legal rules as nell as Issued hcenses, 

- approi~ng the separation of a license holder or its 

merger iwth another organlsation or am major 

change occurr~ng in the owvnersh~p structure of 

the license holders business organisation 

- taking the necessarv actlons tor r '  , ~ k e  of 

continuous suppl\ 

- am~nding the hcenses, evtend~rig their scope of 

operation upon examinltlon of technical, 

economic, and fmancial conditions of the 

dei elopment 

In the past \ears the followmg number ot llcenses 

mere issued 

Operational licenses 

- 1 for the sale ot natural gas 

- 9 tor the supplw ot natural gas 

- 3 tor the supph ot LPG b\ pipeline 

- 13 tor the generation of electnc~n, 

- 1 for the transmission of electricity, 

- 6 for the supplv ot electncitr , 

- 3 for the direct supph of electncitv, 

and 

- 109 for the amendment ot operat~onal licenses 

(expansion of supplv business of natural gas), 

for nett generation capacities (poner plants) for the 

generat~on of electncitr 

- 8 for preliminan establishment l~censes 

- 6 establishment l~censes 

- 2 commissioning licenses 

as \\ell as atfirmaton resolution ot the Office for the 

sale ot a s~gniticant ownership mterest 

- 1 for gas seller 

- 13 tor gas suppliers 

- 3 for LPG suppliers 

- 23 f o ~  electricifi generators 

- 13 tor electncitc suppliers 

and 

- 43 tor code approial and code amendment and 

- 54 for other resolutions 

The list of license holders is shotwn m Xppend~~  2 

The licenses fundamentall\ define the rights 

operating areas, obligations ot the business 

organisation and the operation model ot the energ! 

sector The interests ot the state, societt and 

consumers as well as the least cost principle Ire 

enforced through the licenses 

1 
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In the operational licenses, the Office, which 

guarantees operational freedom for the license 

holders, stipulated 1 a the requirements necessary to 

enforce the Interests of the natlonal economy and to 

enforce the obhgatlons to continuously improve the 

level of supply, as well as to enforce environment 

protectron considerations 

In the course of licensing, the Office demanded 

licenses from special author~tles, I e statements, 

resolut~ons and impact studies from the Mlnlng 

Bureau of Hungary, from regional envlronmental 

authorities and from nature protection directorates 

During the Issuance of the Itcenses, the Offlce 

examined 

composition of labour force guarante r r  

performance of actlntles 

In those cases where llcense holders met th  

requirements, the Office issued the llcense 

resolution 

The stable operation of the companies proxes that rtle 

Office has successfullt implemented the llcenslr 

that 1s a responsible task ~ t h o u t  precedent in t 

Hunganan and even in the foreign practice 

Dunng the pnvatlsation of energy ~ndustn companieb 

the Office in accordance !nth governmental pollc? 

approved the acqulsltlon of o~tmershlp Interests b\ the 

urlnners of tenders, then it approved the sale an' 

acquisition of the sign~ficant o~nershlp Interest 

- the documents certifying the legitimate 

operat~ons of llcense holders, On 31 December 1997, the shqrc of subscribed I 

- the propnetary composiuon of the reg~stered equty; 

- the llcenses of special authonties, 

- the ava~labllity of necessary techn~cal equipment, 

- the demonstration of proprietary structure of 

assets uy rated, m the case of forelgn property, 

the owner's intention (operational agreement), 

- the financial eligtbility and Ilqu~dity of license 

holder, 

- the fulfilment of quallty related requirements by 

of forelgn proprietors of the companies nas the 

followng 
I - 28 9% for the electnc~n generators (68% tor the 

pnvatised power plants from the 11 publ~c poner 

plants), 

- 48 6% for the electnclg suppllers, 

- 31 6% for the electncltt industq as a nhole 

- 62 2% for the gas suppllers 

llcense holders, The forelgn owners and thelr equin shares are sho~w - 
- the long term business pohcy, in Figure 2 and Figure 3 

- the guarantee for long term dlsposal of energy I 

sources, It n in the scope of authonn of the Office to etaluate 

- the evstence and maintenance of liability and approve the operational codes and the general 

Insurance for property and envlronmental damages, terms of business for the license holders, including 
1 

- the required professional qualification and also the approval of potentla1 future amendments 1 
R 1 
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The operational codes descnbing the technical and 

economic relations of the participants of the energ1 

sector ensure a clear and open relat~onshlp among the 

electncitv generators and transmmer, the transmitter 

and the suppliers, and among the natural gas 

transmitter and suppliers and large consumers 

connected to the high pressure svstem The nghts 

and obligations enforceable throughout the 

operations ensure the safett of suppltr 

The Office has the dun, m respect of the operatlonal 

licenses ot electncln generators (power plants), to 

reuse and approte the operatlonal licenses after 

evplratlon of their term, as nell as to complete the 

requlred and justified amendments wmthin their term 

In order to malntaln the continuous operation of gas 

and electnc~tvsvstems, m cases of shortages of energy 

sources or breakdoiims restrictions mat be necessarv 

for certaln consumers The mode, procedure of 

restnction order, and the consumer categones are 

regulated b\ goternmental decree The supplier 

determines the restnction order broken down bv 

consumer categones The restriction order of 

consumers shall be approied bt the Office 

In the field of electriciti mdustrv, Act Ul7II  of 1994 

on the Generation, Transmission, and Supph of 

Electncltv (the Electnc~tt Act) and the decrees of the 

government and ot the minister of industn, trade, 

and tourism are the legal bases of the regulatorv 

actitltles of the Office 

In 1995 the Office issued the operatlonal l~censes for 

the generators transmitter, and suppliers of 

electncitv operating at the time of the introdu 

of the Electncitv Act, the establishment l~censes tor 

those companres whlch had started the poiler plant 

establishment process even before the Electncln 4ct 
L 

came Into force (for Bakont Potter Plant Ltd In 

relatlon to Inota Power Plant, for Borsod Energetics 

Inc m relation to Borsod Poaer Plant, tor Budapest 

Power Plant Ltd in relat~on to Cjpest Poiier Plant lor 

East Hungarian Electricity Suppl\ Compant Ltd 

(TITMZ Rt ) in relation to Debrecen Poner Plant) the 

prellmlnarv establishment licenses for XLGYYT'EST 

Kft , for IXER Power Plant Ltd and for Il\?l Rt 

(Llter, Sajoszoged) m order to establ~sh secondar~ 

reserve, the llcense for direct supplt of electric~t\ 

(Csepel Power Plant Ltd ), as nell as comm~ssioning 

licenses for Budapest Pouer Plant Ltd in relation to 

Kelenfold Power Plant Ltd and for Dunamentl Poner 

Plant Ltd The Otfice approicd the operational code 

dnd the general terms ot busincss of \nli  Rt anc' 

the suppliers, and analvsed the hreakdoun reports ot 

the llcense holders 

Dunng the privatisatlon of the energt lndustrt, at  the 

end of 1995 the Office approted the transter ot a 

significant ownersh~p Interest of the companies to 

foreign investors, and the exchanges of shares ot a 

significant ownership Interest 

Withln the scope of electricitv related licensing 

actlvlties, in 1996 the Office Issued an operational 

license for generation for Tiszawz Htdro P o ~ e r  Plant 

Inc , Issued an operational license for dlrect suppls for 

Pecs Power Plant Ltd , Issued an operational llcense 

for self generation and dlrect supplv for Dunaferr Rt , 

issued an operatlonal ltcense for public generation 



and dlrcct supplr tor E\U Pmer Iiit amended sereral 

operat~onal llcenses upon request ot llcense holders 

(c g operatlonal llccnse tor gencratlon ot Balrom 

Porter Plant Ltd operatlonal license tor generatlon ot 

Tisza Poncr Plant Ltd) issued sereral resolutions tor 

approid ot the transter ot ownership interest (e g 

Csepcl Poricr Plant Ltd Dunaferr Rt \latra Poner 

Plant Ltd Borsod Energetics Inc Tlszarlz Hidro 

Potier Plant Inc ), and ~ssucd thc p rc l~m~nar \  

e~tabllshmcnt llctnsc for the portcr plant (Cscpel 

Poncr Pldnt L td )  to be establlshcd \tlth torc~gn 

pritdtc capltal The samc \Lar b\ rc\olutlon thc 

Ottlcc dpproicd the list ot rcstrictlon ordtr  ot 

con~umcrs 

Thcrc ircrc t\io appcals agmnst l~ccnscs and other 

rtsolutlons lssucd bi the Othcc br thc tnd ot 1996 In 

thc hrst case th t  South \lest Hunganan Elcctr~c~t\ 

Supplr Compqrn Ltd (DEDiSZ Rt ) lodged an appeql 

afillnst thr opcratlonal llccnscs tor publlc gencratlon 

and d l r t ~ t  suppi\ lssucd for E\L\Poiier Iitt 

challcnglng thc compctcnct ot the 0 t h ~ ~  In llcenslng 

direct suppli The propr~ctorlal r~ghts of Dunaferr Rt 

iris transfcrrtd to ElIA Porier Iitt a companr ot 

Hungarlan and imerlcan jolnt o~r-nersh~p The 

mlnister ot ~ndustrr, trade and tourlsm actmg In the 

second lnstanct dismissed the qppcal ot DEDGZ Rt 

m rcspcct ot the operatlonal llccnsc tor generation 

and rcqulrcd a ntrr procedure ot the Otfice m respect 

ot the operational lictnse tor dlrcct supplr -\gain 

DEDiSZ Rt lodgcd an appeal against the operatlonal 

liccnsc tor dlrect suppli neiil\ Issued hr the Ottice on 

dccount of the appeal the minlsttr ot ~ndustrl trade 

and tourism modltied the resolutlon of the Ott~ce m 

rtspcct ot the operatlonal l~censc for direct supplr 

DEDiSZ Rt brought a larrsuit aglinst the m~nisters 

second Instance decision That la11 s u ~  t nas rr lth 

d r a m  later 

Dunamentl Poner Plant Ltd lodged an apptal ~gqmst  

the resolutlon of annulment rssued bi thc Ottice m 

relatlon to approial ot transfer ot a slgn~hcant 

orinersh~p Interest ot Dunamentl Poiier Plant Ltd Thc 

mlnlster granted thc appeal lodgcd b\ D u n ~ m c n t ~  

Porter Plant Ltd and rcqulred n nea procedure trom 

the Otflcc becausc he stated that thc Ottlcc had 

tnough intormltion tor a dthnltl\c dcclslon thcrctnrc 

thc Off ic~ had no rlght to annul thc procedurc Otcr 

the course ot thc ne\i procedure tht  Oft~cc on thc 

basis of aia~lahlc lntormation dlsm~ssed thc rcqucst 

ot the llcensc holder in rclatlon to thc approid ot 

transter ot a slgnlhcmt ottnershlp lntcrcst hecaust 

thc Otf~ce rias not comlnctd of the rcqulrcd 

protcss~onal and operatlonal c\pcrlcnccs of the ncn 

ortner ot thc llctnse holdcr and ot the t ~ n  inel 11 

background guaranteeing tht  opcr-~tlon ot thc poacr 

plant igaln Dunamenti Porrcr Plant Ltd lodgcd I n  

apptal against thls rtsolutlon ot thc Ottlce The 

m~nistcr dlsmisscd that appeal in tht second lnstlnce 

In 1997 the Office lssucd the oper~tlonal license tor 

dlrcct supplr tor E \U Po\rtr I\ft n l t h ~ n  the 

framerrork ot a nen procedure according to the 

decls~on ot the mlnlster In the second lnstancc 

Furthermore the prel~mlnan establahment license ot 

(emlronmcntal) retrotlt project of 3200 \N capaclt~ 

has been lssucd to \latra Poner Plant Ltd \\ ~ t h  that 

the Off~cc Issued a liccnse to thc second largest po\ier 

plant lnrestment ot forclgn prnate capital slncc the 

beginning ot the prnatlsatlon 



B\ its other resolutions, the Office elther amended 

llcenses and other resolutions preilousl\ usued, or 

made a declsion in relatlon to approial ot transfer ot 

oiinershlp interest (e g amendment of operatlonal 

llcense ot Bahoni Potter Plant Ltd amendment of 

the llst ot restriction order m regards to Southern 

Hunganan Electnc~tv Suppl\ Cornpan\ Ltd (DEILUZ 

Rt ) and ELMI: Rt , assignment of directh supplled 

consumers and amendment of operatlonal license m 

respect to Csepel Power Plant Ltd , approval of 

transter of o~tnershlp Interest of Northern Hunganan 

Ele~trlcin Suppl! Compani Ltd (EDXSZ Rt ) 

establtshment, and a lot of in\estors entered tor 

tender The tender evaluation is planned for the tourth 

quarter of 1998 

In the course of supenlsion of the quallti of suppi\, 

the Office 

- set forth a reporting obligation of major 

breakdo~ms case bv case, and the Offwe e~aluates 

the breakdottns annual11 Dunng ~ t s  eialuatlon In 

1997, slgnlticant detenomtion nas found i t  the 

electriciti supph companles on an alerage In 

1996, when compared to the tigure ot 5 \enr 

average the number of breakdo\ins increased bi 

31%, the outage lndev increased b\ 27% and the 

number ot breakdouns per consumer Increased b\ 

30% Among the SIX electnuti supph companles 

impro\ement nas found at onli one ot them In 

o r d ~ r  to improve the sltuatlon, the Ottice 

consulted the supp l~~rs  se\eral tlmes during ti 

year In thls respect Thc complc\ nnahsls of 

breakdonns and economic lndlces dre being 

In June 1997, based on the potler plant capacity 

establishment plan accepted bj the go~ernment m 

1996, the president of the Ottlce together i i ~ t h  the 

minlster of tndustr~,  trade and tourlsrn ~ssued a 

guideline on the licensing procedures of po\\er plant 

capacltt establlshment and on the general rules of 

cornpetitlon The guideline states that In order to 

ensure the least cost prlnc~ple requlred b\ the 

Electr~~it\  Act nen capacln shall be established onlv 

under competltlon ~ n d  it describes the baslc rules of 

comprtition and llcenslng A~cordlng to that, in 

August 1997 \1\11 Rt , the transmlsslon compam 

in~ l t ed  tenders for poiier plant capacltl 

considered 

set forth tor the suppliers, according to a specliied 

procedure, to !earl\ sunei the let t i  ot satistactlon 

among consumers bv independent public oplnion 

poll m a comparable and evaluable manner In its 

resolution the Office prescribed 95% rellabilln 

wh~ch requ~red the ~ n q u ~ r t  of ~pproumateh 7500 

household and 2700 non household consumers 

The le~el  ok satlsfactlon \\as determined as related 

to thelr Importance (slgnlhcance) lndlcated b\ 

consumers According to the evaluation the 

consumers consider e l ec t r~c~ t \  as the most 

important in companson to other publlc senlces 

but the\ are less satlshed imth the quallt\ ot supplr 
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(e g fault senwe) and relations rnth consumers 

(e g content of information) 

- dunng 1997 the Oftice m the course ot intro 

duclng sereral forcign elampies has init~ated 

d~scusslons 111th the electricit\ suppl~ers on an 

expert lerel in regard to the guaranteed suppl~ 

and lntroductlon ot indlces for aierage suppli leiel 

The results of supenlslon on the quahh of suppli are 

suitable to form a foundation, on one hand for the 

Office to perform further supenlslon before taklng 

deflnite measures (e g br comparison ot the 

performances of companles and b~ mon~toring the 

changes) on the other hand tor the electrlclt\ 

suppliers to sce \there to thelr rrork needs to be 

improred br means of human material and 

organisational measures 

In thc heid of gas suppl~, the regulaton actlimes 

pertormed can be characterlsed b\ the tollo~ung 

Operational license tor the sale of gas has been issued 

to the \iag\ar Olaj es Gazipari Rt (hlOL Rt ) The 

llcense for the sale of gas gires the nght to suppl~ the 

gas suppliers, direct consumers, and consumers of 

mining plants The gas seller has the obligatlon tor 

supph, up to the amount of gas necessan tor public 

suppk, and it also has contractual obligations in 

respect ot gas suppliers In order to meet consumer 

demands, it has an import obligatlon and the 

perpetual deielopment of the svstem 1s also included 

among rts tasks 

Meeting the licensed obl~gations of the gas seller in 

the positlon of natural monopol\ is superr~sed 

austerel\ b~ the Office In recent \ e m  the gqs sellcr 

has fulli met ~ t s  obl~gations It dere lop~d ~ t s  gqs 

transmlsslon and storage n-stcm in wcordance to thc 

Increase ot consumption, and arranged tor the Import 

contracts necessarl for sate supplr There Iterr. no 

major breakdowns or restrictions d u ~  to shortages ot 

sources slilce the lssuancc ot ~ t s  l~ccnsc 

The rerlslon and modernization ot ~ t s  gas operat~onal 

code In the meantlme tahng mto ~onslderat~on thc 

la\\ modltlcat~ons rmll be carned out m 1998 t h ~ t  

nil1 detall the operation ot t h ~  s\stem and thc 

ConneLtlon to the m t e m  

The gas suppller companles in opLration at thr. tlme 

ot the introduction ot the Act on Gas Supplr 

(Budapest Gas \larks and the tire regional gas 

suppher companies) submitted then application tor 

operat~onal licenses according to the prorxslons ot the 

law Dur~ng the l~censlng procedure the\ had to pro\e 

w t h  documents that the\ meet the requirements ot 

the nen ict The gas suppl~ers hale recelled 

operational llcenses for ~ndetln~te terms Then suppli 

area consists ot those settltments or part ot 

settlements connected to gas suppli iihere the gas 



dlstrlbutlon sistem 1s either under then onnershlp or 

In the case of those In thlrd parn onnership an 

operational agreement nas concluded n x h  the owner 

The baslc license also concerns the settlements 

planned tor connection to the gas suppli The 

settlements to be connected m 1995 or 1996 could be 

included Into the llcense of the suppller In question 

R here 

- the supplicr has alreadi bcgun the establishment 

of rts gas d~strlbutlon sistem, and the necessar~ 

hndncial condltlons nere aiallable or 

- m the case of thrrd parti oiinershlp the suppll~r 

entcred Into an operatronal agreement i\rth the 

oiiner m d  that agreerncnt nns supported bi 

declslons ot the bod1 of rcprescntatlies ot thc local 

munmlpahti concerned 

The connectron ot the numerous settlements listed rn 

the llcenst n ~ t h  some moditicition ot time ot 

connection has been realrsed 

Thc intcnslti ot the demands of the settlements tor 

conntctlon to the gas suppli remalned constant atter 

the Issuance of the licenses i f ter  rec t~t i lng  the 

conditions the companies contlnuousli subm~tted 

therr ~ppllcatlons tor amending licenses to expand 

thclr x c a  of operatlon In 1997 the area of operatlon 

nas explndcd bi 291 settlements (part ot 

settlements) upon 37 requests durlng In three \ears 

tlme bi 697 settlements (part ot settlements) upon 63 

requests in total It \\as a problem tor both the 

suppllers and the Ottice that llcenslng could on11 be 

made In practlce atter the completion of the gas 

suppli si-stem ot the settlements therefore m man\ 

cases such suppli sisterns nere completed chro~ 

\ihzch the gas supph nas not economical nlth g 15 

prlces of that tune i c t  L\ ot 1997 has moditled thc 

i c t  on Gas Suppli m this respect as nell Since S 

April 1997, the constructlon ot the g?s distribution 

sistem at  a nen settlement is onli ~llo\\ed atter the 

future gas suppller could proie that thc condltlons tor 

economical conslderatlons nere created 

For the salie ot competltton thc 4ct on GJS Suppli 

proiided Jn opportunitt tor other comp Inas I\ iicll 

to become liccnscd gas supplicn it thci lrc tble to 

tulh meet the strrct requlrcmcnts In 1996 three ncn 

operational license\ tor n rtur,ll suppli ncrc 

lssucd The neii gas suppllcr comp lnlcr full\ mcct 

thclr obllq itlons thcrctorc the Otfrcc doc\ not pl In to 

moditi the prc\cnt proecdurc4 

Prpcllnc LPL supph the 90 cillcd "iill lgc fi i\ 14 

specla1 htld ot ji 1s suppi\ l~cen\lnfi I t \  Irccn\c I \  

d~ftertnt trom the operation 11 license for nxur  11 ~ 1 4  

suppli, due to the dittcrcnt chardctcr lnd \leu itlon ot 

the ~c t i i l t i  On account ot the n?turdl monopol\ tor 

plpellne suppli, consumcr protection h?d to IIL 

assured The eialuatron of the llccnsc appllcatlons 

called tor extreme cautlon duc to the stronq 

competition, nhlch had dcicloped Opcmtion~l 

llcenses tor pipeline LPG suppli iicrc lssucd tor three 

companies mteting the strrct requlremcnts i t  

present, pipcllne LPG suppli sistcm is In oper?tlon or 

under constructlon m 49 settlements Change oier 

from plpellne LPG to natural gas suppli of the 

settlements needs specrnl processes i t  present 

satisfnng the justlfled demand is onli possrblc ~f the 

tno suppllers (the pipellne LPG suppllcr and the 



natural g ~ s  suppl~er) and the owners and the local 

municipil~ti can agree 111th each other 

Licensing ot the sale ot slgn~ficant or majont\ 

onncrshrp interest ot the g ~ s  supplier companies nas 

a special e isc in respect ot l~censing X representatile 

ot tht  Ottice tooh part In the pnlatisation tender 

process tor the toreign trade iniestors and in the 

elqluition ot the business plans The lv~nners ot the 

tender h n c  recelled the liccnscs b\ the Ottice tor 

acquisition ot otlncrship mtercbt 

The license holders shall subm~t t h e ~ r  applicat~on to 

the Otticc tor approla1 ot the sale ot signiticant 

011 ncrship Interest (after harmonisat~on nith the 

In1 cstor) 

Tl~c  liccnscs tor the sale ot shires ot the gas supplier 

and tor their introduction to the Stoch Exchmgc mere 

is\ued h\ the 0 t h ~ ~  on the bas15 ot the Pri~itisat~on 

kt lnd the re1 ltcd go\crnmcntal rcsolutions 

Thc Oti~cc pcrto~ 111s super\~s~on tor the tultilmcnt ot 

such ohlq  itions of the license hold,rs th i t  arc 

detined In the let on Gas Suppli, bi the legd rulcs tor 

its implcmcnt ition and 61 tht license The licensed 

g I \  seller and $is suppliers tach icar prcpircd and 

submitted t h e ~ r  reports in due time the scope ot 

nhich contents are detined In the licenses The 

elaluation of the reports is canled out bi the Othce 

tahng into cons~derat~on the tindmgs ot the on site 

supenlsions 

Last tear the supenlsion also included the ctaluation 

ot the qualitv of supph B\ resolution the Ot f~ce  

demanded that the license holders mahe statistical 

breakdown reports upon their armdl them 

summarisation and elaluation has bccn completed bi 

the Ottice 

In 1997 thcrc ncrc signiticint ch~ngcs In the legal 

regulation in the fitld ot gas suppll Thc Ottlcc plilcd 

an actlrc role In preparation ~ n d  coditication Dunng 

licensing, the Office e\p mdcd its actintics and in 

addition to thc suitabil~n of g is suppliers according 

to the Ian the cxlstcnce ot the tinancia1 and econornlc 

conditions tor delelopmint n i s  also c\imincd lnd 

independent consultants ncrc 1150 oli cd In certain 

cases 

The Ottice has appro\cd the l~s ts  of thc restriction 

order as drafted bi the l l c~nsc  holders and h i s  

preparcd together n ~ t h  the gas sellcr the list ot 

restriction ordcr on a national lelel 

REPORT 
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---D PRICE REGULATION AND conslderat~on the calculat~ons made bt the 0tf 
3 

PRICE PREPARATION based on detailed evaminations 

In a competitive market, in respect of sernces, 

equrlrbnum of pnce evolves m the long term due to After the processing and evaluation of the reports 

the supplq and demand In the case of energy worked out by different everts ,  the Office prepared 

companles being In the position of natural monopoly, ~ t s  proposal concern~ng the necessan extent of the 

thls market mechanism does not work Therefore ~t 1s planned pnce increase of heat, electncltt and natural 

necessarv to operate the regulatory and supemsory gas Thls proposal has been accepted atter correctlons 

mechan~sms controlled by the State made by the governmental commlssloner In autumn 

1996, as the bass for the Januan 1997 prlces The 

In baslc terms, the regulation means that the pnces of 1 January 1997, the so called start~ng pnces 

consumer must be protected from unjustlfied hlgh published by the mlnlster exerc~s~ng pncing authorit! 

prices, and at  the same time, ~t must allow form the basls of the mlddle term prlcc iolloning 

consideration for the suppller that the pnce shall svstems based on formulas publ~shcd b\ 

assure the safe supplt, the recovery of costs of ~ust~f ied  gobernmental resolutions dnd mlnlstcrlal decrees 

Imestments, the profit necessary for permanent 

operation, and the resources necessary for meeting Prlce correctlons hase to bc taken tearh, based on 

the ent~ronmental and other obhgat~ons pnce formulas The jear of prlcc rcgulatlon hcglns on 

1 Julv for natural gas, and 1 O~tobcr  for clectr~citr 

Untll 31 December 1996 the Act on Deflnltron of and heat According to the decl~on ot December 1996 

Pr~ces and after 1 Januart 1997 the price related of the mlnlster of industr\, tradc and tourlsm 

chapters of energy acts applv to the determlnatlon of exerclslng prlclng authont~,  tor more tlevlble prlcc 

mmmurn offic~al prlces (tariffs) of electnc~ty, and following, quarterlv prlce correctlons ncrc taken in 

natural gas and to the condit~ons of pnce applicat~on 1997 Preparation nork and calcul~t~ons of these prlce 

correctlons, preparatlon of the mlnistenal decrees on 

The detailed rules of pnclng and pnce appllcatlon speclfic pnces were also done b.r the Othce 

have been developed, according to the relevant laws, 

btr the Office haluation of the pnce rerlslon applrcat~ons tor t h ~  

pnces of January 1997, submitted b~ the companies 

In preparation of the Januar~ ~ ~ 9 7  pnces, the so of the ~ndustrv, was a contrnuous task The 

called starting pnces, the Office has performed the organlsat~on ot external expert labour had to be fitted 

cost reuew of energy companies involving external, Into the framework regulated bv the Act on Publlc 

rndependent experts Purchase The Office has performed and still performs 

the contlnuous co ordrnation and etaluat~on of thrs 

The prlces have been and are determined by the expert labour The first part of the e~raluation of the 

minister of ~ndustm, trade, and tourism, taking into prlce revlslon appllcat~ons ends bt adminlstrati~e 

R E P w Z R g *  
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resolution of the Office The pnce proposal set down 

m the resolution is presented to the pncing authonh 

bv the Office 

As the first step of the quarterlv actual price 

corrections there was a pnce increase of 3 64% m 

Apnl 1997 for heat, electncin and natural gas The 

extent ot the price increase was equd to the official 

slid~ng deialuatlon of the fonnt The tariff categories 

taking into conslderation the round~ng and other 

considerations increased equally by this percentage 

The next step nas the preparation for the price 

Increase of Julv 1997 According to the legal 

regulations a new \ear for pnce regulation has begun 

tor natural gas differenth that of electr~cit\ In 

accordance a nen cost remew had to be performed at 

\iOL Rt As a result of the emmination, a wholesale 

pnce increase of 13 5% \\as determined for hlOL Rt 

Xllo\\~ng tor thls along with price formula, the 

necessari increase of end user prices aas  11 3% on 

a\erage oi nhich the increase of residential pnces 

nas 9 9% Concerning electncitv, in add~tion to the 

fonnt de~aluation, the "flo~i through pnce changes of 

oil and gas have also been taken into conslderation 

As a result, an average end user pnce increase of 4 5% 

nas determined for electnclh 

In preparation of the pnce Increase of October 1997, 

tor natural gas the announced fonnt de\aluation rate 

\\as the standard similar to Apnl thus the proposal 

contained a change of 3 18% For electricity, an end 

user price Increase of 6 6% took place that included 

the Items accepted in the pnce remen applications 

concluded b\ resolution untll the time of prlce 

increase as nell as the effects of Indices of the 

formulas (For electricity, a new year for prlce 

regulation began on 1 October 1997 ) 

Pnce mcrease took place m Januarv 1998 as nell The 

basis of calculations was the announced torlnt 

de\aluatlon rate a g m ,  that is 1% per month From the 

end user pnce increase of 5 6% of natural gas, the 

"normative" element of 3% is c o ~ e c t e d  to the fonnt 

devaiuatlon in a quarter, whle the remaining part is 

the effect of the resolutions adopted for the pnce 

review applications of gas companies From the 

electncitvpnce mcrease of 4 9%, oker the "normatne 

part of 3%, 1 1% is attnbutable to the pnce re.vleu 

resolutions adopted d te r  1 October 1997, n h ~ l e  0 8% 

is attnbutable to the fact that forming of the Central 

Nuclear Monetary Fhnd had to be started according to 

the Law on Nuclear Energ) 

The detals of the pnce changes are sho\\n m Tables 

1 and 2, and Figures 4 and 5 

0 TARIFF SYSTEM 

The Office created electncih and natural gas tanti 

committees in Januarv 1995, task of nhich \\as to 

develop proposals for the nen tariff svstem The 

members of the committees were the representatices 

of social organisatlons and of the power mdustn, the 

Office took part in the activities as an obsener 

The natural gas tanff committee could not present an 

evaluable proposal The elaborate proposal of the 

electricltv tariff co-nmittee has finished bv the 

beginning of 1997 That proposal, together \nth the 

proposal of the Office for gas tanff were discussed bt 

the Energy Interest Representing Board In March 

1997, after the meeting of the Energ1 Interest 
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1 TABLE AUTHORITY CONTROLLED (MAXIMUM) ELECTRICIN PRICES (WITHOUT VAT) 
J 

-.. -- < 

Electricity (HUFJkWh) from Jan from Apr from Jul from Okt from Jan 1996=100% 
- -- 1997 1997 1997 1997 1998 
v 
Average producers pnce 
Average wholesale prlce 
Average end user prrce 

- '  - 
p- 

Tarlffs for households 
'k A) generally b+.- -> cj - I tomb < SO kWhImonth 

3-: 
II tomb 50 300 kwhlmonth 

-*A- , , - 111 tomb >300 kWhhonth 

n ) % i P a r a t e l y  measured at night 6 01 
c 3  I. tomb < 200 kwhlmonth 590 

r- 

"_ - ,I tomb 200 1000 kwhtmonth 6 20 
t $& - -111 tomb >I000 kwhlmonth 6 60 ---- 
Not residential 9 50 

h $ ~  - rarlways 7 10 
z .. street traffic 8 80 
" publlc llghbng 

4 

13 83 
general tanffs (average) 13 84 

C tanffs wth demand charge 8 59 - 
:-- - hrgh voltage (average) 7 09 

rnedlum voltage (average) 8 82 
.. low voltage (average) 

Is;s-..&A .. 10 63 
- -  
Heat (average) (HUFIGJ) 839 

, J- Bolled water (average) 81 6 - Steam (average) 861 

> 
2 TABLE AUTHORITY CCb rROLLED (MAXIMUM) NATURAL GAS PRICES (WITHOUt VAT) 
2 

Category from Jan 

.- 1997 
--- - 
Natural gas (HUFIGJ) 

-P'= 449 
End user prlces (average) 594 

--Restdental 672 
:3+' -Nan-Restdental (average) 508 
1 General purpose 574 

" Janffs \Mfh demand charge (average) 528 - 
-F - gas charge 454 
-* - capac~ty charge (HUFNJNyear) 309 ,,_ lntermptlble (only gas charge) 454 -- 

from Apr 
1997 

from Jul 
1997 

from Okt 
1997 

from Jan 
1998 

m- - - 
Natural gas (HUFIm3) 
Wholesaled 1527 15 81 1795 1853 1964 150 4% 
End use; prices (average) 20,20 
_=-I - Resldental 22 86 
- Non Restdental (average) f*, a .  

1727 
ip, A General purpose 19 52 

5 - Tanffs wth demand charge (average) 17 94 ". - 
3 -  + gas charge 15 44 - capaclty charge (HUFIMJlhlyear) 309 

- lntermptlble (only gas charge) 15 44 



Representing Board the reused drafts nere sent bv 

the Office tor interdepartmental co ordination, then 

the proposals nere rensed on the basis ot the remarks 

recen ed and a t  the end ot Apnl, thev nere fonvarded 

as rnlnlster~al decrees to the mimster, the pncing 

authorin 4ccordmg to the dec~sion of the minister, 

the renened tarlff committees have to continue thelr 

aorh under the control of the Office 

'3 OTHER ACTIVITIES 

In the past reporting per~od as well, the Office took 

part in miestlgatlons and solvmg of pnce related 

-"4, 
4 FIGURE ELECTRICITY PRICES 1994 1997 
J 

cornplants of consumers For the mlnlster of industn, 

trade, and tourism, the Office inmated the 

amendments of resolutions related to the price 

regulation svstem, in order to make the prlcing 

mechanism more consistent Furthermore, the Office 

has begun the examinations of the posslble 

calculation methods of network derelopment 

contributions 

1% 1200 

r.., 1000 
b < :'- a00 

1: 600 
t 

k 400 
B * r' 200 

V w V w 
31 Dec 1996 Jan 1997 A.pr 1997 Jul 1997 OM 1997 Jan 1998 

6 FIGURE NATURAL GAS PRICES 1994 1997 'J 
- 
Average Non household =age Electr~c~ty Prlce 

B r a g e  Household Price VAT of Average Household Prlce 

L..- 31 Dec 1996 Jan 1997 Apr 1997 Jul 1997 OM 1997 Jan 1998 
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*J CONSUMER PROTECTION 

Within the frame of its consumer protection 

actmties, the Office dealt wth several issues m 

1997 The practical expenences gamed m relation 

to the electncity and gas supplier companies and 

the consumers rased the necessity of amending 

the general terms of business According to that 

the Office initiated to prepare a procedure against 

the illegal consumption, not regulated by 

legislation, but occurring increasingly 

Regarding supervision of supply quality, the Office 

had the National Measuring Office, an Independent 

organisation, measure the heat value of gas The 

representatires of the organisations representing 

consumer Interests took part m the measurement 

as observers The pract~cal appllcatlon of decrees 

on electricitv and gas network distribution 

contr~butions drew the attention to the 

insuff~ciencres of decrees Several times the Office 

performed supemsion in relation to the handling 

of network development contnbutlons According 

to the results the Office made proposal for an 

amendment, givlng special attention to consumer 

protection considerations The Office has 

investrgated the specit~c consumer complaints m 

each field, and made use of the expenences gained 

During the perlod of 1994 1996 the Office 

processed 571 cases Out of thls, the number of 

consumer complaints was 371, of which 158 

occurred in the field of gas supply and 213 m the 

field of electncitv supply 

By the analysis of petitions in 1997 it can be st 

that from among the 344 cases in the sub~ect 

period 259 (75%) were complaints in the field ot 

electncity and gas supplv The other 85 cases mere 

petitions of other kind, request for the otficlal 
1 

oplnion of legislators allowng correct practical 

application of laws related to energi suppli 

agreements between supplier and consumer on r 

disputed questions, questions In connection 111th ' 
, 

amendment of general terms of buslness, etc 

Generally it can be stated that the number ot 

illegal consumption cases has increased, the 

number of complaints directly or mdlrectli related 

to payments remalns high, and the number ot 

unjustified complaints resultcd from not hmng  

knowledge of acts and resoIutions cont~nuousl\ 

increased 

The consumers have direct contaLt i ~ t h  cmplo1ets - 

reading the metcrs and wth  eollcctors \rho c 

not give correct information in mani cases ~ n d  
- 

their behav~our is acctptable in mani cases 

therefore the unfavourahle opinlon bir the 

consumer is projected onto th t  wholt seriice ' 

Therefore it is of grelt  importance that the - 
employees havlng contact ulth consumcrs shon - 
themselves to be really consumer friendlt - 
Throughout the handl~ng of the complalnt 

petitions the suppliers showed uilhngness to co 

operate with the Off~ce m each case Due to 

malpractice against consumers In the f~eld ot 

8 
electncity supply the necessitv of imposing a tine 1 
has emerged in 2 cases - 

In the field of gas supply, 73% of the cases were 

petitions of complaint One thlrd (25%) of the 1 



cases criticising supply have been found to be 

justified The major part (75%) of the cases 

resulted from not havlng knowledge of the legal 

regulations 

79% of the complarnts were presented bv 

residential consumers, 21% by busmess 

organlsations and institutronal consumers 

Bt the analvsis of the appeals it can be stated that 

the majontt of appeals (35%) are related to bills as 

well as meter readings, presumptron of faultv 

meters, meter damages, etc The pnce Increase of 

gas atfects the consumers' behamour differentit, 

depending on the social status, ethical standards, 

and trnancial posrtlon Some hale doubt about the 

heat lalue oi gas ind~cated on the bill (20%) 

Others try to decrease gas consumption by 

ratlonalisation of the cor -umption of influenceable 

actirlties or controllable systems, or they t q  to 

sohe then srtuatlon In a very dangerous \vat, bv 

Illegal consumption or meter manipulation The 

consumers found the increased tanff lad  on bv the 

supplrer to be wrongful and the\ turned to the 

Hungarian Energy Of t r~e  (10%) The problems 

related to network detelopment contributions and 

for connecting to the evlstrng line amounted to 

7% There is a frequent question, that for pald 

contnbutrons the consumer buvs onlv the nght of 

consurmng and does not acquire any propertv, and 

what is more, generallv the reallsed Investment tv111 

pass into supplier's ownership, namely, it tti11 

Increase the assets of the supplier, accord~ng to 

the relevant rmnrstenal decree Disconnection from 

supply due to arrears of payments occurred rn 2% 

of the cases Recentlv the new connections to 

servlce drd not go smoothlt in every case, espec~allt 

in wmter (13%) The complaints of other categort 

(13%) are in connection wth pressure correction 

claims against lists of restriction, rnspectron of 

plans, and pnces 

In the field of electncrtv supph, r t  can be stated 

that 77% of the cases about sermce were 

complaints 62% of these complaints resulted from 

not hanng knowledge of legal rules or 

misinterpretatron of these, therefore in these cases 

the supplrer can not be blamed There nere seleral 

cases when the consumer and the supplier could 

not agree drrectlv, m these cases agreements were 

reached mth medratron of the Office 85% of the 

complaints were presented by natural persons, and 

only 15% by busmess organisat~ons and other 

rnst~tutional consumers 

By the analys~s of complalnts ~t appears that the 

majonty of complmnts (44%) were In connectton 

wlth the payments of bills The reasons and 

crrcumstances are slmrlar to those mentioned m 

gas supply The second most frequent top~c of the 

complalnts u the contribution for network 



derelopment In the centre of thrs top~c are the 

conflicts of the propertv relations, negligence of 

allowances, and doubts about the realltv of sum of 

prices The various topics of the other category 

Include equipment damage due to m t c h  off, tlme 

swtch failures, polber supply of jolnt real estates, 

quality of supplv, capacltor banks publlc lightmg, 

etc 

Under the leadership of the Office a team of experts 

developed a methodology for lnvestigatlon of 

consumer satisfactlon in the field of gas and 

electrlcltv suppl\? The base survev was 

accomplished by the suppliers Thls investigation 

was repeated According to the results obtained m 

1997 the qualitv of electricitv supplv on national 

level increased by 2 7%, and gas supply by 6 4% 

according to the opinlon of consumers The sun ( 13 

made it posslble for the Office to contlnu iy 

monitor the qualitv of semce 

3 ENERGY INTEREST REPRESENTING BOARD 

The Energj Interest Representing Board (EIRB) 

operating as an ad~isorv organlsatlon of the 

president of the Office has discussed the most 

important tasks of the Office since its creation 

At its meetings in 1997, EIRB dealt wlth the 

folloitlng issues 

- Intormatlon on the proposal for modernisatlon 

of natural gas tanff svstem 

Intormation on the proposal for modernisatlon 

oi electricltv tarlff svstem 

Evaluation of the sur1e.l on the level of 

satisfactlon of consumers performed b\ t 

electncltv suppliers 

Proposal for amendment of the Statutes ot 

EIRB 

Informatron on the actual issues ot energ) 

consenation 

- Operational expenences of the customer semce 

sqstem of T I M  Rt 

Poss~bilitv of developing a (regional) prlce for 

distr~bution companies 

Proposal tor amendment of the Statutes ot 

El RB 

Scope of data to be published b~ the liccnsc 

holders (Information document) 

- Proposal of consumers and suppliers side on 

the scope of data to be publishtd 

Intormation on the price Increase ot Octobc 

1997 

Decisions ot EIRB make it possibl~ tor tht 

consumer interest reprcsentmg bodies to superwe 

the activities of the Offi~e and to impro\e its norl, 
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(3 ENERGY CONSERVATION 

In the course of \\orbing out and ~mproling 

regulat~ons the Office applres the aspects ot energ\ 

consenatlon 1mpro.cement ot energ5 etfrc~enc\ to 

the energ\ sector supemsed, and the consumers as 

a n  hole Its actinues are periormed according to both 

the opcratronal llcenses and general terms ot 

busrnesses and the legd rules on enera consenatron 

The netnork of consumer senwe offices in the 

organisatlonal structure de\eloped in the energ\ 

sector 1s dctcrmlnant for the relations bemeen 

suppliers and consumers Leaflets, publications 

free consurncr nenspapcrs, and reports on energ! 

conscnatron a d a b l e  at the offices gne sutflcient 

ba s i~  intormation for inqulrrng consumers \\ithin 

the tramenork of actni t~cs of consumer senlce 

offices the mcctings nith the publrc the protes 

slonql elcnts for the \arious consumer groups are 

still w~cesstul ~ n d  effectire m order to populanse an 

energ! consLlous mentalin and to gi\e information 

on the poss~bil~t~cs ot energ\ consenation 

ha\e opened m 1997, and the delelopment of the 

national nentork is under \va\ depending on the 

available tlnancral resources and lnvolnng the 

energ1 suppliers, local municipaht~es, and 

interested entrepreneurs in the regions concerned 

The qualltatlve transformat~on of the relations 

between the electncrn, gas suppl~ers and the end 

consumers was grcatlv facrlitated by golernmental 

legal regulat~ons as well 

As a result of execution of Governmental 

Resolution 2399/1995 (XI1 12 ), the electricin and 

gas suppliers already have demand side 

management programs 

In order to improve this actn t t ~ ,  background 

materi 11 has been collected, according to nhich 

and after extensire professional LO ordrnation 

these matters are regulated bi the Office Thc nork 

has also begun in the expert committcc elaborating 

the terms of network connection ot t h ~  

Independent potter generators ot small Lapaat\, for 

the purpose of sprcadrng efficient energ1 gcncration 

methods and lmprovlng entreprcncunal safett 

Thc execution ot the dec~sions in the co operation Xs a nev element of the rclations betveen the 

agreement ot IKIII IIEH MTESZ causes the energ\ sector and the consumers, b\ the 

extension ot the institut~onal structure, as a result Gokernmental Resolution 1113/1996 (XI 20) ,  an 

of nhlch the netnorh ot regronal energ\ Energ\ Conser~ation Credit Program (ECCP) nas 

conscriation ad\isor\ centres IS continuousl\ launched ln 1997 {nth flevlble scope and resources 

de\ eloping based on the evlsting lnstitutlons and to be reconsidered \earl\ The secretarial functions 
L 

experts ot IITESZ are pertormed b\ the Office 

< 
Follon~ng the creation ot the model centre in Xccordlng to the go~ernmental resolution the 

Llisltolc ~t the end ot 1996 additional 7 centres ECCP be\ ond the a! ailable domestic and torergn 



NSERVATION ENERGY INFORMATION 

resources integrates the financial resource 

capabil~t~es from the Central Enwronmental Fund 

and from other state funds connected to energy 

consenatlon (e g Economy Development Target 

Program), m thls way the co ordinated application 

of financ~al resources and the co ordination mth 

todalJs different national programs (German panel 

credit program for thermal insulat~on of buildmgs, 

etc ) can be realised even ~n middle term 

In 1997 the ECCP provlded preferent~al crecLt for 

energ\ conservation developments of publlc 

lnstitutlons owned by the local rnunlcipalities, 

rellenng expenditure of resources, 1 1 biilion HZT 

in 1997, of the Energy Conservat~on Credit Fund 

("German coal grant") In the framework of the 

program of local mun~cipal~ties In 1997, \nth a 

total investment cost of more than one blllion HLF 

and 111th a preferent~al credit of 780 million HLT, 

a sawng of about 260 TJ/year is expected in el 

resources The credlt contracts hale been 

concluded for the realisation of the accepted 74 

applications 

The determinat~on of the scope and resources or 

ECCP for 1998 is under wav, and there is an 

agreement on a competent level to launch a 

sectorial program for lmprowng energ\ etficrencl 

and modernisatlon of dstnct  heat supph nhere 

the burdens of the investments influence the 

pncing and tar~ff sbstems extending oier a long 

per~od, tak~ng into considerat~on the bear~ng 

capacitv of end users 

In addition to the incrcaslng participltlnn of 

commercial banks, bt the ~ncrcascd i n ~ o h c m ~ n t  ot 

financ~al resources of ennronmcnt protcction and 
- 

regional delelopment, thc process of 

transformation into a more falourable and rr 

effectne structurL can be accelerated 

- 

The acceptance of lanous ~nternat~onal hnanc~al 
- 

and professional support (SCORE, TI\ IX\  I\ G 

PHARE, IFC, etc ) wndens the posblbilit~es at allable 

establish a national energ\ efficiencx agencl 

I for energy conservation There \\as an initiation to 

beside the creation of a natlon aide regional 8 
institut~onal system for energv consenatlon that 

can function as an institution to recelre the tore~g 4 
financial funds alrnmg to Improve energ\ etficlencx 

and facilitating energetic emlronmental protection I 
Globall\, ~t can be stated that the financlal and 

institutional svstem of energv conserlatlon an d 
energy efficiency improvement is being del eloped 

now In Hungam, but the considerable addltiona 



evtenslon of state participation and financial 

resources are necessan tor achlenng the sufficient 

stmctural eifects 

0 ENERGY INFORMATION 

In accordance to its intormation dewelopment 

strate& the Office is contmuouslw detelopmg ~ t s  

various subwstems for collection processing, and 

storing of lniormatlon System dewelopment is 

taklng place in a wat that promsion ot the flow\ of 

information is the tash of a particular ditwion, 

separated from the spec~alised dmsions 

The regular lncoming miormatlon mosth prowldes 

the database necessarx for the Office to complete 

its tasks am possible need for direct information 

is satisfitd bw occasional data collection The data 

collection, in relation wmth the actlwlties of the 

Otfice, coters the companies ot electncitv and 

natural gas industq Processing of the incomlng 

information is belng done continuously The 

processed data u sent to the specialised dimsions 

on a continual basis The structure of databases 

allows fast access to the stored intormation 

One part ot the information, fast and rellable data 

collection is obtalned through dlrect computer 

connectlon The other part of information arrlves 

at the Office in the traditional naw (bv letter, by 

phone, and by fax) There is a dlrect computer 

connectlon ~ 7 t h  the computer centres of MV\I Rt 

and MOL Rt The characte tstic data on the 

national electncm and natur- gas =-stems arme 

dally and monthh through direct connection The 

necessar! softt~are and the appropriate techn~cal 

resources to operate the personal computers m a local 

area netnork h a ~ e  been procured and installed 

Information actlwlties of the Offlce include the 

connectlon \nth the Energy Information Svstem of 

IKIM The Otfice played an active role In the 

development ot the system reallsed bv PHXRE 

support The data from the system m operation 

slnce the beginning of the year are used regularh 

The Office also takes part in the work of the 

governmental Interdepartmental Information 

Committee co ordinated bv the Office ot the Prime 

Mlnister Uithin the framework of this actiwlt\, 

taking into consideration the guid~lmes defined bw 

the Comm~ttee the lnformation dewelopment 

strategy of the Ottice has developed 

For the International Energt Agenc! (IEA) the 

Office regular11 sends the quarterlt data on the 

Hunganan energw pnces, that arc ~ncludcd m the 

publications of the 4gencv (together urlth the data 

of other OECD countnes of similar content) and 

promde comparable lnformation for pnce analwses 

In 1997, the Oifice worked out the scope of 

economlc data to be obligatoq published bw the 

energy companies according to the Electricin Act 

and the Act on Gas Supplv This mater~al was 

discussed b\ EIRB several times 



- -3 INTERNATIONAL RELATIONS 

Hungan has a leading role in the transformation 

of regulation and proprietar\ structure of gas 

and electriclt\ sstems therefore there is a great 

interest shown in the actiilties of the Office In 

the first penod it was of utmost importance to 

become acquainted \nth the nork of regulator\ 

agencies tunctioning in market economv 

ennronments and \i1th the regulaton technics 

In the past penod, becoming acquainted n ~ t h  the 

practice ot conforming to the EU requirements 

and the further improvement the regulator1 

envlronment has shifted to the centre of interest 

considerations of the Investors and authorities In 

mind, were utilised in our nork This professional 

background ot more than two years facilitated 

the deielopment of a stable, reliable, and 

consequent regulator% svstem, proper decis~on 

making, and the solutlon of new tasks appeared 

mth pnvate investor envlronment (mortgage on 

power plant assets, proprietar1 financial 

guarantee, etc ) The professional assistance 

included licensing, new capacitl tendering, 

supervision of supplv l e~e l ,  approval of 

operational code, forecast of consumer demand 

assessment of an elaboration of a EU conform 

competitive model 

The relations of the Office coier consultations, The Office gave priority to those series ot 

stud\ tours organised b\ international organ1 international conferences (e g International 

sations bilateral working relations with 

professional consulting organisations, infor 

rnation pronded to interested foreign specialists, 

participation at conferences based on indi\ldual 

invitations supply ot regular or occasional 

information tor international organisations and 

collection of their information, as well as organi 

sation of presentations, submission of studies 

In addition to consultations dunng the establish 

ment ot relations financed from own resources or 

by international organisations and foreign 

partners, contacts supported bvvarious interna 

tional aid programs have also been established 

Flnanced b\ the American USAID program the 

Office emplo\ed Amerlcan and English ever ts  

Their comprehens1.r e obserl ations, bearing the 



Energ\ Ageno, OECD LXIPEDE etc ) ahere the international lrnestors aware of the planned 

the regulatorv tasks were highlighted, or nhich Hungarian regulatorv environment, and n ith 

focused on the subject of restructuring and knowledge of this let the inwestors take part m 

pri\atisatlon of gas and electncln lndustn At the Hunganan energy market 

these conterences, the Office aimed at  m h n g  

Close and constructive co operation has been 

formed especlallv wth  the Electricit\ and Gas 

Regulatorv Offices from Great Britaln (OFFER 

and OFFGAS), and \nth the Energy Committee 

of Callforn~a 

The Office submitted a stud\ on thc trans 

formation and market opcning ot the Hunganan 

electricltv ~ndustn  to t h ~  LIIPEDE confcrence 

of 13 15 November 1996 In co opcratlon \nth 

the OECD International Encrg) Xgcno and 

Atomic Energv Xgenc\, tht  Off~ce took part in 

the preparation ot the stud! on the expected 

costs ot base poner plants to be commissioned 

bv 2005 The Office gale ~ntormation on the 

tc"11lation ot the Hungarian clcctr~c~tw lndustrt 

ie European Comm~ssion ot LIO 



FUTURE TASKS 

In the future, licensing actib1ties mll include, upon 

issuing the operational Iicenses of the companies 

operating at present, the evaluation of the 

appllcatlons to be submitted for establishment and 

operational licenses and for amendment of the 

llcenses prevlousl\ issued The Office also must be 

prepared for the legal and specialised tasks 

concerning the appeals of the llcense holders 

Great attention has to be pad to the work amed 

at controlling the implementation of and 

compliance wmth provisions included in the licenses 

issued Developing the work phases of the 

controlling activity, compiling ~nformation needed 

for supenriston, determining the procedure for 

lmplementatlon have been partially done, as well as 

thelr tinillisation are under way 

Through its guidelines and public interest 

resolutions alreadv issued or to be issued in the 

future, the Office ensures a continuous 

enhancement of energy supply standards (e g 

consumer satisfaction survevs), as well as tull 

transparencv in licensing procedures (e g the 

expected contents of financial plans) 

The tasks of the Office Include the monitoring of 

changes taking place wthin the ownership 

structure of the license holder companies, and the 

approval of significant changes In ownership 

interests In the future further tasks of equivalent 

nature are to come 

Enforcing the least cost principle against the 

generator, transmitter and supplier of electncin, as 

well as against the gas supph and ga Ile 

companies is an important task The requireme 

for an enforcement of the least cost pnnclple sh 

be appl~ed for the whole verticum 

After the pnce increase of 1 Januan 1997, th 

energy companies submitted their cost reu 

applications to the Office The anahsis b\ ttlc 

involvement of external economic, financial, a 

technical experts has finished In the next pent 
- 

the Office has to be prepared tor the etaluation o 

similar applications of the companies 

The Office also must be prepared for t 

development of the framework ot price regulati 1 
after 2000 and 2001, taklng into consideration t 

requirements of joining the EL The price eleme 

1998 have to be graduallv Included m the ene 

1 
justified, but omitted intentionall\ on 1 Januan 

prices (assurance, reculti\ation, forming t ! 
Nuclear Fund, etc ) The work for pnce preparati 

and evaluation, in compliance !nth the resoluti 8 
of pricing authorities, has to be improled 

continuous1v Continuous attunement to le 

regulations and speclfic pncing practices are a so 

important obligations to be pertomed 

t 
u 



The joining ot Hungarv to the European Union 

means a lot of tasks for the Hungarian energy 

svstem thus for the Hunganan Energv Office as 

well iccordmg to EU Dlrectlves, market principles 

shall be applied also in the field of electricitv 

generation transmission, and supply Preparation 

for the compliance \nth the EU legal rules is one 

of the Important dutles of the Office 

After appro\al b~ the Parliament, the scope of tasks 

of the Office evpand significanth, according to 

the Act on Dlstrlct Heating 

Successfulh perform~ng the consumer protection 

actnit\ ot the Office, bv means of increased 

in\ol\ement ot the Energy Interest Representing 

Board, iv111 continue to be a very important task in 

the future as nell 

In compliance 1~1th the preparatlons for joinlng of 

Hungarl to the EU, the consumer protectlon 

actn~ties also have to be m concurrence to the 

European standards Therefore lt IS important to be 

acquainted nith the relevant parts of the EU 

directlies and to introduce their appropriate 

adaptatron to the Hungarian situation 

The Office deems it Important to enhance co 

operation {nth the evlsting interest representing 

and social consumer protectlon organisatlons 

outside the tramework of EIRB , that is bv utillsing 

the infrastructure of the organ~sations appropnate 

for getting more ~ndependent informatlon on the 

details of the relatlonshlp betmeen consumers and 

semces, n hlch also facihtates the supemsorvaork 

ot the Office 

Wlthin the framework of Energ) Conservation 

Credit Program, the development and implernen 

tatlon of the programs facilitating energy conser 

vation actinties of different end user groups need 

to be con~nued In the future The national and 

reglonal institutional systems have to be developed 

accordingly The Office a m s  at seehng the hlghest 

possible financmg, mainly forelgn, and integrating 

these into the financing of the program To this 

end, the established contacts, especialh wth  the 

governments of countries havlng a developed 

market economv and w t h  the ald programs ot 

international organisatlons, should be further 

developed, and specific proposals and motlons 

should be elaborated in the interest of legal 

regulations on energy conservation 

Provision of informatlon has to be further 

enhanced Thls IS of specla1 concern m the area ot 

trade journals, where the experts \nthln the Office 

have to exerclse their busmess of lnformatlon 

pro\rlsions more lntenslvely In this wav, the 

publication of unreliable informatlon on regu 

lation pnce increases, and tarlff systems can be 

avolded 
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-3 ENERGETIC DATA ON NATIONAL LEVEL 

In 1997 the energy consumptlon m Hungary was 

1055 PJ, bv 2 3% less than it was in 1996 From the 

tarring energ! sources the share of natural gas was 

36 2%, primarl electricitv generated by hydro 

po\\er plants, nuclear pojjer plants and import was 

14 2%, liquid hldrocarbon was 33 0%, coal was 16 6% 

consumptlon of the countn The area o rg 
consumption, generation, and supph supenlsec - 

the Office exceeds the natural gas and electnc 

figures, as the fuels used for generating electnctn 

also form a part of our anahses through I - 
evaminatlon of the technical and economlc 

activities of power plants Thus In 1997 tor rnstnn 

about 65 70% of solid fuel, and about 20% ot petrol 

The scope of actinties of the Office covers the 

natural gas and electncinr industries These two 

sectors represent about 3/4 of the domestlc energy 

% 
S TABLE NATIONAL ENERGY USE 
J 

- - - 

W o G i  
Gross Use 

Import 
'6. US: of Fuel for Product~on 

F o f  Uectncq 2170 
.I s r  . -  

I-__ - -.. 
m t a l  Natural Gas Use 
ta_ a whlch uectrlcrty Product~on 
9 Energy Use S u p e ~ s e d  by 
- the Office* 
10 Share of Energy Use 
?dhJpe~sed by Offlce % r -  .".- 

N__ 

products also compnsed the sector supenlsed 

the Office The energy consumptlon ~ n d  data 1- 

pnnclpal energy sources of the cnuntn arc Included 

in Table 3 and are illustrated b! Figure 6 
- 

prlmary electricity + fuel usage of the electnc~ty sector + total natural gas usage natural gas usage of the electric~ty sector 

@ther Energy Types 9 
Natural Gas 

Prlrnary Electrrcrty 



t- -3 CHARACTERISTICS OF THE ENERGY 
i SECTOR SUPERVISED BY THE OFFICE 

OFTHE ENERGY SECTOR SUPERVISED BYTHE OFFICE 

$3 ELECTRICITY INDUSTRY 

The operating model ot the Hungarian electric it^ 

smtem is shown in figure 7 

The major part of the countr\'s electr~clt\ demands 1s 

facllltated b\ public power plants, a mlnor part is 

co\cred bv factory (self use) potier plants functioning 

at industrial companies The operation of the m t e m  

IS ensured bv \anous regulations In force betwen 

businesses performing independent economlc 

actn~ties, betneen consumers and suppliers and b\ 

contracts concluded on that basis 

The present structure of the electr~cit\ sector 1s as 

tollon s 

Llcensed generators 

- Bakonw Eromii Rt 

- Budapcsti Eromu Rt 

- Borsodi Encrgctika~ ICft 

- Dunamenti Eromti I ' t  

- blatral Eromu Rt 

- Paks~ AtomerBmd Rt 

- Pecsi ErBmu Rt 

- Tatabamai Energetlkal Kft 

- Tiszal Er6mii Rt 

- ITertes1 Eromii Rt 

- Csepeli Er6mii Rt 

- EBIA Po11 er hft 

- T~szav~z Lr~zerBmu Kft 

Llcensed transmitter 

- IfiTi Rt 

Llcensed suppl~ers 

- DEDASZ Rt 

- D E I M Z  Rt 

- ELML Rt 

- EDASZ Rt 

- E W Z  Rt 

- TITASZ Rt 

At present there are 14 generators that can perform 

electnclt\ generation buslness ~nthout an opcrationnl 

license, according to the pronsions of the rcle\ snt la\! 

At the cnd of 1997, the registcrcd capital ot thc sector 

was 662 billion HLF the \earl\ atcmge statistlLs tor 

the number of cmplo\ees \\as 37 thousand 

Accordmg to preliminan information thc actnitlcs ot 

the clectrlcih suppllcr companies most11 turned to be 

prohtablc in 1997 

The electncihrgenerating capacltl (installed capacln) 

nas 7521 M\tr in 1997, the m ~ x ~ m u m  load of the 

porter plants Itas 4357 Zn5: the peak demand in 1997 

was 5731 bilk, 1% louer than the d u e  of the prcnous 

\ear Detailcd data are shown in Table 4 and illustrated 

b\ Figure 8 

The natlonal electricitv consumption shoned a 

decreasing tendencv bemeen 1990 93, but from 1994 

to 1996 it was increasing In 1997, the national 

electnc~tvconsumption w a s  practicall\ the same as m 

1996 The detailed data are included in Table 5 
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- 

e G Y 1 E  BASIC IDEA OF THE ELECTRICITY U W  (OPERATIONAL MODEL OF THE ELECTRICITY SYSTEM) 

~ A B L E  CHARACTERIOTEC POWER CAPACITY IN THE HUNGARIAN ELECTRIC SYSTEM (ANNUAL AVERAGE WEEKDAY PEAK) UNITS UT 

Units 
1990 1991 1992 1993 1994 1995 1996 1k 

m G Y R E  POWER AND PEAK LOAD DATA FOR THE ELECTRlC ENERGY SYSTEM 



ISTICS OF THE ENERGY SECTOR SUPERVISED BY THE OFFICE 

Units GWh 
1990 1991 1992 1993 1994 1995 1996 1997 

In 1997, generation of electncln natlonalh mas 34 5 The total number of electricln consumers mas 5 073 

TI]%, the total balance IS shonn ~n Table 6 and mlllion, of n hlch the number of household consumers 

dlustrated by Flgure 9 \\as 4 6 million The total number of consumers 

increased bq 6%, about 0 3 milllon comparcd to 1990 

(Table 7 and F~gure 10) 

@ABLE ANNUAL NATIONAL ELECTRIC ENERGY BAl CE 1997 

Total 

T r a n s p o r t e r  

MVM Rt 

Suppliers 

Electricity Supply 
Compan~es 

Un~ts GWh 

Consumers 

r 

8LE COPY 



C ~ I S T I C S  OFTIIE ENERGY SECTOR SUPERVISED BY THE 0 

@=LIRE BALANCE OF ELECTRICITY SUPPLY 1991 

- 

AUTOPRODUCERS 

- 

- 

0 

- 

I 

t, 1 
1470 

I 
I 
I 

Turnover among D~str~but~on Compan~es 
clearlng drfference 4 I 

I 



----CERIST~CS OFTHE ENERGY SECTOR SUPERVISED BY THE OFFICE 
d---- 

The length ot the high and medlum ioltage electncin represent~ng an Increase of 0 3% and 1 0°6 

net~torh~ias  71 473 hm at the end ot 1997, the length respectnel\ as compared to the ialue of the prenous 

ot the lon ioitage netnorlr \\as 79,362 km \ear The detailed data are ~ncluded m Table 8 

---- 
7. TABLE NUMBER OF ELECTRICITY CONSUMERS 
2 

7-- Units 1000 
1990 1991 1992 1993 1994 1995 1996 1997 --- - 

Total 4784 4843 4895 4934 4966 5019 5050 5073 
f Of Which 
j Household 4375 4422 4460 4490 4513 4563 4583 4599 
' ' Other 409 421 435 444 453 456 468 474 

Of Which 
r , Manufactunng branches 87 88 90 90 91 92 94 96 

Non rnanufacturlng branches 322 
I * 

333 345 354 362 364 374 378 

-% 

10 FIGURE NUMBER OF ELECTRICITY CONSUMERS 
J - 

mill pcs 
I 6 
I 

5 

4 

3 

i 2 
Of Whlch Household 

? 1 

1 0  

'r 

8 TABLE LENGHTS OF THE ELECTRICIN GRIDS ..- 

' voltage levels -- 1990 1991 - , t High Tens~on Free Lnes 8 581 8 988 
2 Of Which 750 kV 268 268 
3, H~gh and Medlurn 

, .-, Cables 9 570 9 539 
4 Medlurn Tens~on Free Llnes 50 461 50 529 

, 5  Low Tens~on Cables 20 277 22 214 
6 Lwv Tension Free Lnes 55 728 56 206 

--- 
REPORT 198't_41 -+i. 

1/ 



lSTlCS OF THE ENERGY SECTOR SUPERVISED BY THE OFFlC 

The summarv of the breakdown data ot electncltv reliabtlity indices established bv the Office accordin \ - 

supplier companies e~aluated according to the to the intemat~onal practice, 1s shown in Table 9 

{ a A B L t  SUMMARY OF BREAKDOWN DATA OF THE ELECTRICITY SUPPLY COMPANIES IN 1991 1996 

Unit of measure 

.. -.--* 
1991 

*&$YZ*~;=~ - 

Subject 
year 

1995 Average 1996 

!%z-~;mmaiof breakdown indices 
g -4$& -- ,a- Number of breakdowns 
i @ ,Electricity outage MWh 
Ta ~Electncrty 

G Wh 
0100 

M~nutes 
M~nutes 

kWh1consurner 
external errors MWh 

ndlces by voltage level 

MWh 
Hours 

:@;Bp&fic duratron Hours/one outage 
:25 Speclfic outage MWhIone outage 
32501-1 the middle voltage network 
8f  umber of breakdowns 
'3.2, Electricity outage MWh 
1 a3_, Durabon Hours 
Z4- Spec~fic duratm Hourslone outage 
6 5 Specific outage MWhIone outage sc$ On n o  low voltage network 
4 P%~umber of breakdowns 1000 

-4 2 'INumber of breakdowns 
*-& $e-2 per consumer per 1000 cons 
.&&-ar 



ISTICS OF THE ENERGY SECTOR SUPERVISED BY THE OFFICE 

3 NATURAL GAS INDUSTRY retad purposes and at a retal tanff, and sell lt to the~r  

The natural gas industn plavs an increasing role in consumers The activlq supemsed b\ the Offrce IS 

the energ\ supplv of the countr\ The operating the of the performed In the Ot 

scheme ot the natural gas supplv m t e m  is illustrated gas 

The gas seller performs generation, foreign trade 

stockpiling, transmission and a dlrect suppll to major 

industrial consumers MOL Rt holds a gas seller 

l~cense The actlrqty supervised bv the Office m the 

case ot \lOL Rt is the sale of naturai gas to 

n holesalers and major industrial consumers 

b\ "gure l1 Operatlon Of the 'ystem lS performed " At present, the followng companies hale operational 
m o  separate groups of organlsations the gas seller licenses for supply of gas 
and gas suppl~ers 

DDGAZ Rt 

DEGAZ Rt 

E W  Rt 

FdGAZ Rt 

KOGAZ Rt 

TIGAZ Rt 

F ~ ~ I X  GAZ Kft 

WAV W Kft 

ZAB W Kft The gas supplltrs bu\ natural gas from MOL Rt for 

"L 
11. FIGURE FUNCTIONING MODEL OF THE GAS ENERGY SYSTEM 
J- 

' Oepatcher center 

National bansmlsslon 
pipel~ne and stonng 

0 Gas energy flow 

I Operational l~cense OpetaQonal license 



The registered capital of gas suppliers is 82 billion 

HLT ot nhich 62 % is owned bl foreign lmestors the 

number ot emplo\ees in the sector is 8800 The 

actnltles of the gas supplier companies mostl\ turned 

to be profitable in 1997 

The supplr ot pipeline gas showed a h m c  dmlopment 

during the past 4 5 \ears The major changes were 

manifest in the expansion ot the number ot communities 

and consumers supplied 1~1th pipehne gas 

The data of the natural gas balance in 1997 arc shonn 

bv Figure 12 The statistics shoning the domestic 

natural gas consumption trends are ~ncluded In Table 

10 and are illustrated bv F~gure 13 

The statistics on natural gas consumers thc length ot 

natural gas pipelmes, and the number ot settlements 

supplied 1~1th natural gas are shown in T~blc  11 

The trends ot peak dad\ demands of t h ~  countr! qrc 

shown in Table 12 

-. 
1 2  FIGURE NATURAL GAS BALANCE OF 1997 
&' 

DIRECT SALE OF 
PRODUCERS 
To large consumers 
(power statm chem~cal 
~ndustry) 

HOUSEHOLDS COMMUNAL OTHER 
lNSllTUNONS CONSUMERS + REPORT 4-44  



RlSTlCS OF THE ENERGYSECTOR SUPERVISED BY THE OFFICE 

rZ 
13 FIGURE 
J 

STRUCTURE OF NATURAL GAS USAGE 

Household Sales by 
Suppliers 

Non household Sales by 
Suppliers 

-, 
11. TABLE IMPORTANT DATA OF GAS SUPPLIERS (YEAR END DATA) 
J 

----- 
" 

Lab...-- 
Units 1990 1991 1992 1993 1994 1995 1996 1997 

~ u t ~ ~ e t w o r k  km 22 421 25 307 29 621 37 504 45 325 53 477 58 500 61 741 
{of Wh~ch Man P~pellne *--.- km 17497 19913 23265 26375 34778 40960 44877 47576 -- 
B e y o f  Consumers 1000 I 680 I 78s I 913 2 084 2 279 2 446 2 591 2 692 
k Of Which Household Consumers 1000 1 630 1 722 1 841 2 003 2 189 2 343 2 476 2 564 --- - 

of Towns and Villages 5 pnnected to the P~pel~ne Network 454 490 629 936 1219 1 526 1 734 1953 

-4 
, I 2  TABLE NATURAL GAS LOAD DATA (DAILY PEAK) 
/ - p$?F Units 1000rn3/day && - -4 

1990 1991 1992 1993 1994 1995 1996 1997 

-11;s 42 606 46 733 46666 45 521 49 460 53 938 63 331 63340 
otal MVM Rt EJ 5533 4383 7099 7399 6225 6225 5010 7942 

g o t a t  Large lndustrlal Consumers 6 784 4 698 3 659 3 115 3 236 4 309 4 502 4 248 
$National Total L 

54 923 55 814 57 424 56 035 58 921 64472 72 843 65 530 



Supply of lrqu~d petrol gas (LPG) The p~pellne LPG supplv (ullage gas) began to spread - 

The llquld petrol gas supplnng buslness nas separated m recent \ears m nllages where the supph of natural - 

m 1993 from the reglonal companies pertoming the gas 1s currentlv not posslble The suppliers of LPG 
- 

supplt of natural gas and t ~ o  fore@ buters acqu~red evplolt thls market situation wrth the solution ot 

rnajorih otnershlp Thereafter, additional enterprises 

hawe joined Their actirltt can be dltlded Into three 

main flelds ot supplt 

- m ctlmders, 

- in small contamers and 

- through plpellne 

suppltmg them wuth LPG In connection twth thls 

actlvlg, three licenses have been lssued so far The - 

following compames perform pipeline LPG supplvmlth 

license 

- PRIANGU HLIGARIA Rt - 

- PB GAZ Szervlz Kft (TO'TAJ,GM Kft ) - 
- SZEB GAZ Gazszolgaltato Kft 

The licensing actnln of the Office coiers the plpeline 

LPG supplc~ng actiwn under authonsatlon ot Act LYLI 

ot 1994 on Gas Supplt 

A.L_ 
(14. FlQUAE ELECTRICIN PRICES 1900 1998 w 

0 ENERGY PRICES 

Prices of electr~citt and natural gas are shonn bt 

Rgures 14 and 15 8 

NATURAL GAS PRICES 1980 1998 

- Average 

ousehold Prrce 
clusrve of VAT L 



-3 1 APPENDIX 

CHARACTERISTICS OF THE ENERGY SECTOR SUPERVISED BY THE OFFICE 

1 Acts 

A C ~  r,x-xnx of 1990 
Act oi 1991 
Act V ot 1992 
Act XLIIII ot 1993 
Act XLI of 1994 
Act XL\III of 1994 
Act .LEU\ of 1995 
Act LIII ot 1995 
Act L\L\ of 1995 

Act LL\I of 1995 

Act LEL.11 of 1995 
Act ,=I ot 1996 
Act LIII of 1996 

Act C U T  of 1996 
Act ,XI of 1997 
Act X.. of 1997 
Act CAU?I of 1997 

Act CL\ of 1997 

2 Go\ernment Decrees 

MT Dec 21/1986 (VI 2 ) 
Govt Dec 115/1993 (VII 12 ) 
Go1-t Dec 185/1991 (XI1 29 ) 

Govt Dec 3/1995 (I 20 ) 
GOXT Dec 34/1995 (nr5 ) 

Govt Dec 95/1995 0111 24 ) 

Govt Dec 97/1995 (WII 24 ) 

Go\-& Dec 107/1995 (LY 8 ) 

Go\-& Dec 152/1995 (*XI1 12 ) 

Govt Dec 73/1996 r22 ) 

on the Definition of Pnces 
on the Concession 
on the amendment of Act L Y X ~ ~ I  of 1990 
on lllnmg 
on Gas Supph 
on the Generation, Transmlssion and Supply of Electriclt\ 
on the Sale of Entrepreneur~d Property Owned bv the State 
on the General Rules of Enlironment Protection 
on the amendment ot Act 'XXXIX of 1995 on the Sale ot 
Entrepreneund Propern Owned bv the State 
amending Act XLVIII of 1994 on the Generation, Transmlssion and 
Supph of Electrlcltv and certaln associated legal pro\~slons 
on the Announcement ot L ? O  General Treatv on Clrmate Change 
on Land De\elopment and Plannmg 
on the Proh~bition of Untair Market Attitudes and Limitation ot 
Competition 
on Xuclear Energy 
on the amendment and supplement of Act ,YLVIII ot 1993 on llmlng 
on the amendment of Act ,=I of 1994 on Gas Suppk 
on the amendment of Act IL of 1993 on Stockplllng of Imported  crud^ 
011 and Crude Oil Products for S~,uritv Reasons 
on Consumer Protectlon 

on Protectlon of Cleanness ot the A r  
on the implementation of Act ,UIqII of 1993 on \Ilnmg 
on the Partld Compensation ot the 1995 Annual Energ\ P r i~e  Increase 
to the Public 
on the ~mplementat~on of Act *XI ot 1994 on Gas Supph 
on the lrnplementation of Act SLI'III of 1994 on the Generation 
Transmlsslon and Supph of Electncin 
on Restriction and Suspension of the Transmlssion and Suppl\ ot 
Electncity 
on amendment of the Decree of the Councll of Vmisters on Protection 
ot Cleanness of the A r  
on Licensing Procedures for the Establishment and Commlss~oning 
of Power Plants 
on the Llst of Actiwties Requiring Environmental Impact Stud\, and 
the Detailed Regulations of the Related Admlnlstratn e Procedure 
on the Procedure of Public Intormation, Publlc Heanng and Expert 



Group necessarx for Licens~ng tor Establishmg, Comm~ss~onlng ot  
Poner Plants h a ~ l n g  Sign~tlcant Effects on Ndtural, Soeldl and 
Economic Ennronment 

G o ~ t  Dec 98/1996 (\?I 10 ) on the Bas~c Program of Central Technical De~elopment 
Goit Dec 105/1996 071 16) on the Support for Bulldings Renewals Resulting In Energ\ 

Consenation 
Golt Dec 51/1997 (111 19 ) on \otanal Taslis m connection w t h  the en erg^ Fund 
Gon  Dec 87/1997 (I28 ) on the Tasks and Scope ot Au tho r~ t~  of the Lational Nuclear Energ\ 

Committee and on the Tasks and Scope of Authorit\ and Pcnallzm< 
Competence ot the Natlonal Suclear Energx Office 

GOIT Dec 19-4/1997 (A1 4 ) on the Xat~onal Statistical Data Collection Program for 1998 

3 Parliarnentar\ Resolutions 

OGI Rcs 21/1993 (K9  ) on the Hungman Energ! Pohc~ 

4 Go\ ernmental Resolutions 

Govt Rcs 3399/1993 (Y 21 ) 
Go1-t Re\ 1075/1994 OlII 6 ) 

G o i ~  Rcs 1112/1994 (111 2 ) 
G o ~ z  Rcs 1113/1994 (YII 7 ) 
Govt Rcs 1114/1994 (XI1 7 ) 
Govt Rcs 3241/1994 (\TI1 3 ) 
Go\-t Rt\ 2076/1994 (\?I1 6 ) 
Go1-t Rcs 1063/1995 Q'II 6 ) 

Go\-t Rcs 1065/1995 071 6 ) 
Govt Re4 1066/1995 (VI 6 ) 

Goi-t Res 1072/199 5 O'III 4 ) 

Go\ t Res 1074/1995 0111 4 ) 

Go1-t Res 1115/1995 (XI 29 ) 

on Prices and the Curb~ng of Inflation in 1994 
on thc Organiz~tlon and Opcrat~onal Regulations of the Hung InJn 
Energ) Office 
on the Priratization of IIOL Rt 
on the Prrvat~zdtlon of the (;as Supph ('omp lnlc5 
on the Pn\atlzdtlon of the Compani~\ 4 4 F l c c t r ~ ~ ~ t \  Indu\tr\ 
on t h t  Rate and Schedule of Encrg~ 1'1 ILL Increme 
on the Opcrating Conditions of t h t  IIung~rian Energ\ Ottlcc 
on amcndmcnt of the Governmental Kesolution on the Prn 1t11 ttlon 
of the Companits of Electnc~tv Industrx 
on the Pri\atrzation Tendcr Condlt~ons for the Compnnlc4 ot 
Electrlcin Industrx 
on the Bas~c Condltlon4 of Pri\atization Tenders for Ga4 Suppl~crs 
on the amendment of Governmental Resolut~on 1112/1994 (\I1 2 ) 
on the Prl\atization of IfOL Rt 
on the amendment of Governmental Resolut~on 1112/1994 (111 2 ) 
on the Prlratization ot  MOL Rt 
on Electncit\ R ~ c e  Regulations and Price Ujustments up to 1 Janunn 
1997 
on Vatural Gas Price Regulations and Price Adjustments up to 1 
January 1997 
on the Program for Power Plant De~elopment Objectiics ot the 
Companies of Electricltv Industrj and the kgh t s  Attached to Pr~orlt\ 
Voting Shares Introduced a t  Power Plant and Elec t r~c~t \  Suppli 
Compan~es 
on the amendment of Governmental Resolut~on 1114/1994 (MI 7 ) 
on the Pnvatlzation oi the Companies ot Electr~cit\ Industri, and ot 
Governmental Resolut~on 2220/1995 0111 4 ) on the Program tor 
Power Plant De~elopment Objectlies of the Compan~es ot Electnc~tx 

REPORT 1 O e 9 -  



Go1-t Res 2399/1995 (MI 12 ) 

Govt Res 2018/1996 (I 31 ) 

Govt Res 2030/1996 (I1 11 ) 
Go12 Res 2039/1996 (I1 26 ) 

GOIT. Res 2058/1996 (I11 13 ) 
GOIT. Res 1038/1996 ( n  26 ) 
Go1-t Res 2145/1996 01 13 ) 

G o i ~  Res 2159/1996 01 28 ) 

Golz Res 1131/1996 (111 23 ) 

Govt Res 1003/1997 (I 17 ) 

Govt Rcs 1011/1997 (I1 13 ) 

Govt Res 1025/1997 (I1 36 ) 

Govt Res 1032/1997 (I11 19 ) 
GOIT. Res 1034/1997 ( n  10 ) 
Govt Res 20731997 (n 3 ) 

Goi-t Res 1061/1997 0 30 ) 

Govt Res 1063/1997 07 4 ) 
Gon Res 2343/1997 ( 1  31 ) 

GOIT Res 2350/1997 ( 1  31  ) 

Industn and the hghts Attached to Pnorrty Voting Shares Introduced 
at Poner Plant and Electncitv Supplv Companies, and on Certarn Tashs 
related to the Privatrzatlon of Electricity IndustrvGovt Res 
2398/1995 (XI1 12 ) on the Involvement of the Hungarian Machme 
Jianufacturing Industq in the Realizatron of the Hungarlan Pov er 
Plant Establishment Program 
on the Actron Programs related to National Energy Consenation and 
to the Increase of Energy Efficiency 
on Certain Tasks in connection \nth the Prohibition of Unfair Market 
Attitudes and Lrmitation of Competrtion 
on Measures m connection \nth Mmtrumng the Safetvof Energv Suppl\ 
on the Wav of Reducing the National Debt by Using Returns trom 
Pnb atizatlon 
on Credit Vegotlatrons m the Electricitv Industry 
on the Actual Problems of Ant1 inflationarv Economic Policv 
on the Concept of Modernizatron of Consumer Protectron Regulations 
and the Related Further Tasks 
on the Implementation of Certaln Professional Tasks of the 
Modernization Program and of the Preparatron for the European 
Integration 
on the Establishment of a Credlt Program for Energ) Consenation 
on the approval of the Amended Organrzational and Operational 
Regulations of the Hunganan Energj Office 
on the amendment of certarn Government Resolutions on 
Pn\atization of Companies of the Electncrtv Industrt 
on the Partial Compensation of the Residents due to Energ\ Price 
Increase 
on the heu Procedures of the Governmental Control and Coordlnatlon 
of Ads Provlded by the PHARE Program of the European Cnion and 
the OECD Countnes, on the Priorities of the PHXRE hatlonal Program 
m 1997, and on the amendment of Governmental Resolution 
1093/1994 (X 7 ) on the Responsibrlitles and Coordination ot 
Governmental Dutles related to the European Integration and on the 
repeal ot certain Governmental Resolutrons 
on the Governmental Committee on Informatics and 
Telecommunication 
on Joinrng the Energy Fund 
on the Governmental Guarantee for Purchase of Energ) Carners 
on the Hunganan Participation in the International Energ\ Program 
and in the International Energy Agencv 
on the Guarantee Agreement to Be Concluded in relatron to the Quick 
Startrng Gasturblne Program 
on the Tasks of Decreasrng Inflation 
on the Protocol between the Government of theHungarian Republic 
and the Government of the Kazak Republic on Gas delrven 
on the Partral Compensatron of the Residents rn 1997 due to Gas Prlce 
Increase 
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DIX 

G01-t Res 2370/1997 (XI 20 ) on the Partial Compensation of the Residents m 1998 due to Energ1 
Pnce Increase 

Go\-t Res 1128/1997 (MI 18 ) on the Energ! Consenation Credit Program of 1998 

5 Uinistenal Decrees 

"AH Price Regulatlon 
108/1990 (AS2 26 ) on the Electncin Pnces bv Consumer Categones 

" IIUl Dec 1/1992 (1 6 ) on the amendment of AH Prlce Regulation 108/1990 (ML 26 ) on 
the Electricitv Pnces bv Consumer Categones 

" IK\l Dec 21/1992 O'II 23 ) on Determining the Pnces for Heat Energy Generated B\ Poner Plants 
of the Hunganan Porver Companies Ltd 

IIdl Dec %/I994 (X 28 ) on Cooperation ~t l th  the Consumer Interest Representing Org mlzations 
IIUI P\l Jt DLC 29/1994 (\I 4 ) on Procedural Fees ot the Hungarian Energ) Office 

" IIUI DCL 42/1994 (111 2'7 ) on Detcrmin~ng the Tanffs tor Electncitv Suppl~td to tht Public for 
Household Use 

IWI Dtc 43/1994 (YII 27 ) on Determining the Tariffs for Natural Gas 
" IIdI DLC 44/1994 (111 27 ) on thc amendment of IUI Decree 21/1992 071 23 ) on Dctcrminlng 

the Prices for Heat Energ) Generattd bv Poatr Pldnts of th t  
Hungarian Po\\er Companies Ltd 

" IIdI DCL 45/1904 (XI1 27 ) on Determining the Tariff for \atural Gas Lsed tor Fuel ( ~rn~ndmcnt 
ot IIUi Decree 13/1993 O'II 6 )) 

" IIdI Dee 46/1904 (YII 27 ) on Determining the Electricitv Tarltfs b\ Consumer Cdttgorics 
(amendment of AH Price Regulat~on 108/1990 (AS2 26 )) 

" Ik\l DLC 2/15)95 (I 13 ) on amendment of ImI Decree 21/1992 P I  23 ) on Dctcrm~ning thc 
Prices for 1-Icat Energv Generated by Power Plants o t  thc IIungqr~~n 
Power Companies Ltd 

IWI P\1 Jt DLL 10/1095 (n 5 ) on Protedural Fees of the Hungarlan Entrgj Office (amtndmcnt of 
IKll P\I Decree 29/1994 (XI 4 )) 

" IIdl Dcc 14/1995 (I 10 ) on amendment of IILM Decree 21/1992 011 23 ), as aamndcd b\ IIAI 
Decree 44/1994 (111 27 ) on Dctcr mining the Pnces tor Heat Entrq 
Generated b\ Po\\er Plants of thc IIungarian Porter Companics Ltd 

Ik\l Dee 22/1995 071 13 ) on the Repeal of Certain \Imisterial Decrees 
" IK\I DLC 25/1995 (771 21 ) on amendment of AH Price Regulation 108/1990 (AS2 26 ) on the 

Electncitl Pnces bv Consumer Categones 
I1aI Dec 26/1993 (I11 25 ) on the Connection Fee 
IWI DLL 27/1995 071 25 ) on the Minimum Level and Stockpiling of Power Plant Energ\ Carrier 

In\ entories 
" ILII Dcc 28/1995 071 25 ) on Renewable Energv, the Purchase of Electncln Generated m Certain 

Power Plants and Determining the Price of Electriclt\ Falling under 
Obligator\ Purchase 

IIdI DLC 20/1995 071 25 ) on the Regulation of Imports and Exports of Electricit\ 
IIAI Det 32/1995 0111 8 ) on the Gas Distribution Pipeline Connection Fee 
IUl Dec 34/1995 0111 25 ) on Determining the Tarilf for Steam and Hot Water sold b\ Publlc 

Electrlc Poner Plants and thelr Heatlng Facilities (Heating Plant) 
" IIUI Det 35/1995 (I111 25 ) on the amendment of AH Pnce Regulation 108/1990 (AS2 26 ) on the 

Electncit\ Pnces bv Consumer Categones 



I IdI  Dec 36/1995 0111 25 ) 

I IdI  Dec 37/1995 0111 25 ) 

I IdI  Dec 38/1995 0111 25 ) 

" I IdI  Dee 51/1995 ( 1  13 ) 
IWI Dec 59/1995 (AU 11 ) 
I Id I  Dec 63/1995 (XI 24 ) 

I IdI  Dee 7/1996 (I1 21 ) 

" I IdI  Dce 8/1996 (I1 27 ) 

* IIdI Dee 9/1996 (I1 77 ) 

" I IdI  DLC 10/1996 (I1 27 ) 

* I IdI  Dee 11/1996 (I1 77 ) 

" IWI DLC 12/1996 (I1 37 ) 

" I IdI  Dee 13/1996 (I1 27 ) 

IWI Dee 46/1996 (1 4 ) 
IIdI Dee 17/1996 (A 4 ) 

" II\I\I Dcc 5-1/1996 (.qI 20 ) 

" II\I\I Dee 55/1996 (111 20 ) 
" II\I\I Dcc 56/1996 (LII 20 ) 

IKI\I Dec 59/1996 (111 20 ) 

on the amendment ot IhlI Decree 13/1993 0 7 1  6 ) on Determining 
the Tantt tor Yatural Gas Used for Fuel for Gas Ponered Iehlcles 
on the amendment of IKll Decree 43/1994 27 ) on Determining 
the Tantts tor Xatural Gas 
on Determlnlng the Tariffs for Electnclt\ SuppIicd to P r i~a t e  
Consumers tor Household Purposes 
on Detenninlng the Purchase Pnce of Electncln for Publlc Poner Plants 
on Pnce Regulation for Natural Gas 
on Prlce Regulation for Electnclh, Steam and Hot Kattr sold b~ Public 
Poner Plants 
on the amendment of InI Decree 34/1995 0711 25 ) on Detcrminlng 
the Tariff tor Steam and Hot \Vdter sold b~ Public Poner Plants and 
their Heat Facihties (Heating Plant) 
on the amendment of IKII Decree 43/1994 (XI1 27 ) on Dctcrminlng 
the Tanffs tor Yatural Gas 
on the amendment of IIQl Decree 13/1993 0 7 1  6 ) on Dctcrmlning 
the Tariff for Satural Gas Used tor Fuel for Gas Poncred \ t h ~ e l ~ s  
on amendment of IIGM Decret 51/1995 (X 13 ) on Dctcrrn~n~ng the 
Purchase Pnce of Electnclh for Public Poner Plants 
on amendment of IK\I Decree on Dctcrmlning the Tariffs tor 
Electrlclt~ Suppl~ed to Other, Yon Household Consumcrs 
on amendment ot IK\1 Decree 38/1995 0111 25 ) on Determlnlng the 
Tmtfs tor Elcctncin Supplied to Pnlate Consurnen for IIouschold Purposes 
on amendmtnt of Ini Decree 34/1995 (3711 25 ) on Dctcrminlng thc 
Taritf tor Steam and Hot Rater sold b~ Public Po\\cr P l ~ n t s  and thclr 
Heat Facilltles (Heatmg Plant) 
on Fees to be Charged b\ the Gas Suppllcr for the Supcrt~slon ot 
Implementation Plans the tor Conntction ot Consumer O \ i n ~ d  Gas 
P~pclines and for the Supe r~ l s~on  and Qualii~cat~on ot norhs 
performed on Gas Pipelines 
on the amendment ot Ccrtaln Prlce Regulations 
on the amendment of Certaln \linister~al Decrets rclatcd to Prlct 
Regulation of \dtural Gas and Electriclt\ 
on the amendment of InI Decree 43/1994 (XI1 27 ) on Dctcrminlng 
Tantfs tor \atural Gas 
on the amendment of IK\l Decree 13/1993 0 7 1  6 ) on Dcterminlng 
Tariffs tor \atural Gas Used to tuel Gas Ponered \ehlclcs 
on Detenninlng the Purchase Pnce of Electncltr tor Public Poner Plants 
on the amendment of Ial Decree 38/1995 0111 25 ) on D c t e n n m g  
Tanifs tor Electnc~h Supplied to Pnxate Consumers for Housthold Purposes 
on the amendment ot IK\I Decree 11/1996 (I1 27 ) on Determining 
the Tantfs tor Electncla Suppl~ed to Other Lon Household Consumers 
on the amendment of IK\l Decree 34/1995 0711 25. ) on Determlnlng 
the Taritf tor Steam and Hot j\ater sold b\ Public Poixcr Plants and 
their Heating Facilities (Heatmg Plant) 
on the amendment of I InI  Decree 27/1995 0 7 1  2 ) on the Uln~mum 
Le\ el and Stockpiling of Pover Plant Energ\ Carner In\ entories 



IN\i P\1 Jt Dec 66/1996 
(XI 28 ) 

" IKI\i Dec 9/1997 (I11 24 ) 

" IKI\I Dec 10/1997 (111 24 ) 

" IKI\I Dec 11/1997 (111 24 ) 

" IKI\i Dec 12/1997 (I11 24 ) 

" IKI\I Dec 13/1997 (I11 24 ) 

' IKI\I Dec 14/1997 (111 24 ) 

" IkI11 Dec 26/1997 01 25 ) 

" IKI\I Dec 27/1997 01 25 ) 

" IKI\I Dec 28/1997 01 25 ) 

" IKI\I Dec 29/1997 01 25 ) 

" IKI\I Dec 30/1997 01 25 ) 

IKI\i Dec 31/1997 (l'I 25 ) 

IKISI Dec 32/1997 07 25 ) 

IKI\I Dec 33/1997 (IT 25 ) 

IKIII Dec 51/1997 (IX 23 ) 

" IN\[ Dec 52/1997 (LY 23 ) 

" IKI\I Dec 53/1997 (LY 23 ) 

" IKI\I Dec 54/1997 (LY 23 ) 

" IKI\I Dec 55/1997 (IX 23 ) 

" IKI\I Dec 56/1997 (IX 23 ) 

on the amendment of j0lnt IK\f PM 29/1994 (XI 4 ) on ProceduralFees 
of the Hunganan Energ\ Office 
on the amendment of IK\I Decree 43/1994 (XI1 27 ) on Determining 
the Tariffs for Natural Gas 
on amendment of IK\l Decree 13/1993 (VII 6 ) on Determ~nlng the 
Tariff for Xatural Gas Used for Fuel for Gas Powered Vehicles 
on amendment of Im\I Decree 55/1996 (XI1 20 ) on Determin~ng the 
Purchase Pnce of Electncitv for Public Power Plants 
on amendment of IK\I Decree 38/1995 (VIII 25 ) on Determining the 
Tariffs for Electr~citj Supplied to Private Consumers for Household 
Purposes 
on amendment of IKhl Decree 11/1996 (I1 27 ) on Determining the 
Tariffs for Electricity Supplied to Other, Non Household Consumers 
on amendment of Inl Decree 34/1995 (VIII 25 ) on Determ~ning the 
Tanff for Steam and Hot Water sold by Public Power Plants and their 
Heating Facilities (Heating Plant) 
on amendment of IKII Decree 34/1995 (VIII 25 ) on Detcrmin~ng the 
Tariff for Steam and Hot LIhter sold by Public Poner Plants and then 
Heating Facilities (Heating Plant) 
on amendment of IK\l Decree 38/1995 (VIII 25 ) on Dctcrmin~ng the 
Tariffs for Electricit\ Supplied to Pritate Consumers for Housthold 
Purposes 
on amendment of IK\I Decree 11/1996 (I1 27 ) on Dctcrmin~ng thc 

~ o n ~ u ~ n c r s  Tariffs tor Electncit\ Supplied to Other, Yon Hou5chnld (' 
on amendment of IKI\l Decree 55/1996 (XI1 20 ) on Dctcrmining the 
Purchase Rice of Electricitv for Public Power Plants 
on the amendment of IK\f Decree 43/1994 (XI1 27 ) on Dctcrmining 
the Tariffs for Natural Gas 
on amendment of IK\1 Decree 13/1993 (VII 6 ) on Determ~ning the 
Tariff for Natural Gas L'sed for Fuel for Gas Powered Yehiclcs 
on amendment of IK\I Decree 63/1995 (XI 24 ) on Price Regulation 
for Electricity, Steam and Hot Water sold by Public Power Plants 
on amendment of IK\I Decree 59/1995 (XI 14 ) on Price Regulation 
for Xatural Gas 
on amendment of IK\f Decree 63/1995 (XI 24 ) on Price Regulation 
for Electncitv, Steam and Hot Water sold bv Public Pover Plants 
on the amendment of IICM Decree 43/1994 (XI1 27 ) on Determ~ning 
the Tanffs for Natural Gas 
on amendment of Ik\l Decree 13/1993 (VII 6 ) on Determining the 
Tariff for Natural Gas Used for Fuel for Gas Powered Vehicles 
on amendment of IN11 Decree 55/1996 (XI1 20 ) on Determining the 
Purchase Pnce of Electncitv for Public Power Plants 
on amendment of IK\l Decree 38/1995 (VIII 25 ) on Determin~ng the 
Tariffs for Electr~cit\ Supplied to Private Consumers for Household 
Purposes 
on amendment of IKAI Decree 11/1996 (I1 27 ) on Determ~ning the 
Tariffs for Electricin Supplied to Other, Non Household Consumers 



* II\I\I Dec 57/1997 (L123 ) 

IIUM Dec 62/1997 (XI 26 ) 

IKIM Dec 66/1997 (XI1 17 ) 

IKIM Dec 67/1997 18 ) 

IKIM Dec 72/1997 (XI1 21 ) 

IhIAI Dec 73/1997 (XI1 21 ) 

IKIU Dec 74/1997 (XI1 21 ) 

IKI\I Dec 75/1997 (XI1 21 ) 

IkI\I DLC 76/1997 21 ) 

IhI\I Dec 77/1997 (,MI 21 ) 

on amendment of IKhI Decree 34/1995 0711 25 ) on Determinlng the 
Tanii tor Steam and Hot Ib te r  sold b\ Publlc Poner Plants and their 
Heating Facilities (Heatlng Plant) 
on Geological and Mlntng Requtrements tor Locatton and Plannlng ot 
Establishments of Radioactive IVaste Deposition 
on the \linlmum Level and Stockpiling of Power Plant Energ} Carner 
Im entones 
on the Operation and Proceeding of the Central Suclear Vonetan 
Fund 
on the amendment of IK\I Decree 431994 (XI1 27 ) on Determlning 
the Tanffs tor Natural Gas 
on amendment of ILM Decree 13/1993 (VII 6 ) on Determlning the 
Tantt for hatural Gas Used for Fuel for Gas Powered Vehlcles 
on amendment of IKIV Decree 55/1996 (XI1 20 ) on Determining the 
Purchlse Pnce of Electr~cin~ tor Public Power Plants 
on amendment of IKM Decree 38/1995 (VIII 25 ) on Determlning the 
Tar~ffs tor Electricttv Supplled to Prnate Consumers for Household 
Purposes 
on amendment ot Inl Decree 11/1996 (I1 27 ) on Determinlng thc 
Tariffs tor Electncltl Supplied to Other Non Houschold Consumers 
on amendment of IK\I Decree 34/1995 (UII 25 ) on Dctermining thc 
Tarlit tor Steam and Hot Uater sold b\ Publlc Pmier Plants and t h ~ i r  
Htating Facilities (Heating Plant) 

6 Official statements 

IIdI PI1 SIEH Official Statement 
101/1995 (IICIC. 16 ) for a unitorm lnterpretatlon of Government Resolution 107V1995 

0711 4 ) on Electn~itv Prlcc Regulatlons and Price jdjustm~nts up 
to 1 Januarv 1997 

IIdI PM \IEH Official Statement 
102 '1995 (IKK 16 ) for a unlform interpretation of Government Resolution 

1075/1995 (VIII 4 ) on Satural Gas Pnce Regulatlons and Prlce 
Adjustments up to 1 Januarv 1997, related to the gas seller (\lOL 

Rt 
1101 P\i MEH Officlal Statement 
103/1995 (IIUC 16 ) for a unikorm interpretation of Golernment Resolutton 

10751 1995 0711 4 ) on \atural Gas Price Regulatlons and Price 
Adjustments up to 1 Januar\ 1997, related to the gas suppl~ 
companies 

IK\l \IEH joint guideline on the licensing procedure of power plant establishment and on the 

36/1997 (IKIC 3 ) general rules of tendering 

\ote 
* in the meantlme the regulation has become invalid 



-3 2 APPENDIX 
LIST OF LICENSEES 

A Gas Selling L~cense has been Issued to 
\IOL Rt 

Gas Suppli L~censes have been ~ssued to 
South Transdanubian Gas Suppli Co Ltd (DDGXZ Rt )" 
South Hungarian Gas Suppli Co Ltd (DEGXZ Rt )" 
\orth Transdanubian Gas Suppli Co Ltd (EGXZ Rt )" 
Budapest Gas Worlrs Co Ltd ( F ~ W  Rt ) 
Central Transdanubian Gas Suppl~ Co Ltd (ICOGXZ Rt )" 
East Hungarian Gas Suppli Co Ltd (TIGXZ Rt )" 
F ~ A L \  G U  \Ianager Office and Entrtpreneur Inc 
N 41 G U  Gas Suppli Inc 
Ztrnplen ib'iuj Counti Publlc L tiliti and Senlee Inc 
(Z \B GAZ kit ) 

Licenses tor LPG Suppli i ~ a  P~pellnes hale been Issued to 
PRI\LiG-\Z HLlGiRLi Rt 
PB G U  Senwe Co Inc (TOTALGM IUt ) 
SZEB G U  Gas Suppli Co Ine 

Operational L~censes to Generate Electnc~ti  ha\e been Issued to 
Balrorn Policr Plant Co Ltd " 
Budapc\t Poiicr Plant Co Ltd " 
Dunam~nti Poiitr Plant Co Ltd " 
\latra Poner Plant Co Ltd " 
Palts \uclear Power Pknt Co Ltd " 
Tisza Poner Plant Co Ltd " 
\ trtes Po~ier Plant Co Ltd " 
Pecs Poucr Plant Co Ltd " 
Borsod Encrgtties Co Inc " 
Tatab,tni a Encrgetles Co Ine " 
Cseptl Poi\cr Plant Co Ltd " 
EILi Poner Co Inc 
Tiszai iz Poi1 er Plant Co Inc 

Electnclti Supplv Licenses hale been issued to 
Budapest El~ttrlciti  Uorlss Co Ltd ( E L A I ~  Rt ) 
South \lest Hungarian Electnciti Suppli Co Ltd (DEDASZ Rt ) 
South IIungarmn Electnuti Suppli Co Ltd (DE\USZ Rt ) 
\orth Hungarian Electnelti Suppli Co Ltd (E\MSZ Rt ) 
\orth \jest Hungarian Electriciti Suppli Co Ltd (EDASZ Rt ) 
East Hungman Electnciti Suppli Co Ltd (TITASZ Rt ) 

Budapest 

Pecs 
Szeged 

Gi 6r 
Budapest 

Xagi k a n i 7 ~  
Hajdu\zobos/lo 

Dcbrcc~n 
Dchreccn 

Bud lpcst 
Budlpest 

S/cged 

\JI< I 

Bud [pest 
Szazh ilomb ltta 

\ Isontl 
1' 1 hs 

Tis/auji iros 
OroszLrn 

Pees 
Kazincbarcilra 

T itabama 
Budapc\t 

Dunluj\ aros 
Budapest 

Budapest 
Pecs 

Szcged 
Il1slr0le 

Gi or 
Debrccen 



1 License for Transrnisslon ot Electncin has been Issued to 
Hungarian Pouer Companies Ltd (In21 Rt ) 

Llcenses for a Dlrect Suppi\ of Electnclt\ ha\e been issued to 
Csepel Pover Plant Co Ltd 
EIU Po11 er Co Inc 
Pecs Po\icr Plant Co Ltd 

Budapest 

Budapest 
Dunauj~ oros 

Pecs 

Preliminan Poner Plant EstabLshment Llcenses ha\e been issued to 
ALGIA7'EST IUt (for 187 bn1 at Ug\B) 

Ih ER Iift (for 80 \fl1 at  Iharosberem) 
1n71 ~t (tor 100 InV secondan resene at L~ter) 

\ f i l l  Re (tor 100 \m secondan. rescne at Sajoszogcd) 

\n?f Rt (tor 160 Ill1 secondar\ rcscn e at LBrinci) 
Cscpcl Poi\ cr Plant Co Ltd (for 389 Im at Budlpcst) 

Poner Plant Establishment Llcenses hwe been Issued to "" 
B 11roni Pon cr Pknt Co Ltd (for 150 \I\\ at Inota) 

Borsod Encrgctlcs Co I ~ L  (for 150 \m at I\~z~ncbarcll\n) 

Bud ipcqt Po\ier Plant Co Ltd (for 104 \I\\ at Ljpcst) 

TIT \SZ Rt (for 80 \I\\ at Dcbrccen) 

Licenses for Cornrnisslonlng hwe been ~ssued to 
Budqpcst Po~icr Plant Co Ltd " (for 177 I[\\ at Budapcst) 

Dunamenti Poner Plant Co Ltd (tor 156 MU at Szdzhalornb?tt~) 

" thc license has also hicn amcnd~d 

"* In the mLantime the Ilccn\~ nc become ~niillid but the license holders conc~rncd haic t h ~  
possib~l~t\ of apphlng tor rh, ~stablishmcnt Llccnse 

REPORT 13~1&- 
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Address Koztiirsasiig t6r 7 
Budapest 
H-1081 Hungary 

P 0 BOX 247 
Budapest 
H- 1444 Hungary 

Phone * (36-1) 117-4089 
Fax * (36-1) 117-1330 

E-mad hvatal enermaQeh ltan x 4 0 0 p  itb hu 

Principal achwbes and orgamzabon of the Office 

The Office is a state arlmlnrstrabve agency of mdependent responsibhbes and 
authonbes havlng nattonal competence, controlled by the Government and 
supemsed by the appomted m s t e r  

The responsibhttes of the Office specified under vmous legal rules are the 
followrng 

issumg and arnendmg operatmg hcences for the generabon, transrmssion, 
supply of electric energy and for the sellmg and supply of gas, issumg hcences 
for the construcbon and comrmssio~g of power plants, 
approval of the buslness regulabons and operatmg regulabons of the hcensees 
by considering the opmon of the consumer Interest representmg agencies, 
annual approval of the restnchon hsts, 
definmg the scope of mformabon to be publicly Qsclosed, 
p repmg the regulatory pnces of natural gas and electnc energy, and 
specifLrng the condbons for pnce apphcabon, 
mvesbgatmg consumer complamts and enforcmg the protechon of consumer 
mterests, 
operatmg the Energy Interest Representmg Board, 
p repmg and coordmatmg the legal rules related to the conservabon of 
energy, 
collectmg, evaluatrng and stomg mfonnatton on the Qstnbution and ubllzation 

http //www Ikm i ~ f  hu/englisWIkmlmeh htm 1111 1/97 
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of electrxc energy and gas 

In order to accomplish these tasks the Office 

performs the control of comphance wth the proasions of the acts, other legal 
rules, issued hcences and other resolutions, 
exercises the nght of levylng penalbes a g m t  those aolatmg the regulations, 
enforces the pmciple of least cost wth the hcensees, 
enforces j u s ~ a b l e  aspects of consumer protechon 

The mam objecbves of the Office are 

to develop and contmuously ensure such econormc conchbons for the 
operahons of hcensees, whch allow them to perform then- hcensed achvlbes 
profitably - prowded they operate efficiently, 
perform the protechon of consumer mterests, 
mm-g a reahsac level of operatmg costs by exploitmg potenhal elements 
of compebhon 

For further information please contact us at )uebrnasfe@~kmIiy 

http //www Ikm iif h d e n g l s m e h  htm 
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IDISCX)-G WXZITY SERVICE 1cc1tlfocad31 

REASONS FOR DISCONNECTING YOUR SERVICE 
Your b~ l l  was not paid I The deposit or increased deposR amount was not pad by the due date 
You benefitted from the tampenng with company equipment 
The deferred payment agreement was not kept 

( Access to company equipment was denied 
Hazardous health and safety conditions ex~st 

THE UTILITY'S RESPONSlBlLmES 
When constdenng shutting off your sewice, the ut~lity must 

Mail you a Final Notlce 8 days before setvice shut-off or deliver the Notice 5 days prior to disconnection 1 Not shut off service after 2 p m unless it 1s prepared to reconnect servlce the same day at the regular 
reconnection charge 

) Not shut off gas and electric sewce to heabng customers if the National Weather S e ~ c e  predicts a 32' 
temperature or less for the next 24 hours 
Not shut off service ~f the utility company has received a valid ~llness certificate 

DISCONNECTION OF UTILITY SERVICE IN THE WINTER DECEMBER 1 TO MARCH 31 
Before shutbng off service to heating customers, the uulity must once during the winter months 

I Notify you by telephone, in person, or first class mail, that service may be shut off 
Offer a deferred payment agreement for past due b~lls and a level payment plan for future bills 
Provide information on government or pnvate agency assistance 
Not shut off sewce for at least 6 business days after notifying you of poss~ble disconnection 

To have your service reconnected, you must 
1 Pay all past due bills 2 Enter a deferred payment agreement -- d the ublrty permits 

In addibon, you must Pay a deposit, if required Pay a reconnection fee, if required 

WINTER POLICY NOVEMBER 1 TO APRIL 1 (October 1 to April 1 for LIHEAP Applicants) 

I Households a be reconnected for less than full payment dunng the winter months 
Only if (you must qualify for of the items listed below) 

Gas or electric service provldes the man source of heating 

I S e ~ c e  was shut off for nonpayment between December 1 of the prevlous heating season and Apr i l  
of the current heating season (example December 1992-April 1994) 
You apply for service reconnecbon between November 1 and April1 
You were not reconnected using this winter policy last year 
You haven't benefitted from the tamper~ng w~th meters or other company equipment 
You have paid at least 1/3 of the amount billed since the previous December 1 

if You Quallfy, Two Methods Are Used 
Method A 
As a former customer, you pay 113 amount past due 113 reconnection fee 113 requ~red deposit 
Method B (if not financially able* to pay under Method A) 
As a former customer, you pay 115 amount past due 1 6  reconnection fee l i 5  required deposit 

I * Financial ability determined by 
Combined cash income of all household members Comblned household llving expenses Payment history 



DEPOSIT REQUIREMENTS 
The utrlrty may require a deposlt rf as an applicant for servlce, you have not pard for past utllrty service 

utility may requrre a deposd wrthin 45 days of the folbw~ng occurrences 
As a customer, you have patd late dunng any 12 month per~od of the f~rst 2 years of servlce 

Four times, rf brlled monthly Two times m a row, or three trmes, d brlled every other month 
- Twice, f brlled every 3 or 6 months 

You have benefrtted fmm the tampenng wlth utlllty equipment 
After you have been a customer for 2 years, the utility may not request a deposd unless 

You have benefrtted from the tampenng with utrllty equipment p ~ *  You have been d~sconnected for nonpayment 

The amount of deposrt vanes wflh type of utillly Gas and Electric No more than 116 of the estimated annual charge for 
utility service Water and Sewer No more than 113 of the estimated annual charge for utrlny service 

REFUNDING DEPOSITS 
The ut~llty refund your deposit plus interest after a year, unless you - Were disconnected for not paying a brll 

Have pard late the first 2 years of sewlce Four trmes m a 12 month period, rf brlled monthly 
Two times in a row, or 3 times, d b~lled every other month Twice, rf b~lled every 3 or 6 months I Have paid late the first 2 years of sewce Sn bmes rn a 12 month penod, rf bllled monthly 
Three times, d brlled every other month Twce, d b~lled every 3 or 6 months 

Have benefitted fmm the tampenng wdh utility equrpment 
( Have any unpaid past due brlk 

The refund is pa~d as a separate check, not as credd to your blll 
If your depost IS a refunded after a year of servlce for any of the above reasons, the utrldy w~ll pay you 
rnterest annually as credrt to your acmunt 
You wrll receive a recelpt for deposits paid Keep all rece~pts In case any problems should ansel 

I 
I 

I PAYMBWT PLANS FOR UTLU(TY SERVICE I C C I n E ~ ~  

I( DEFERRED PAYMENT AGREEMENT: 
You can spread payments on past due amounts over several months 

I Available if 1 You have not defaulted on a deferred payment agreement wrthin the past 12 months 
2 Your servlce is st111 on 

You must pay the deferred payment amount and your regular bill amount by each due date 

I April1 to Nov 30 The util~ty may require a down payment--no more than 250A of the amount past due 
The utilrty will allow you to pay the amount w~thin 2 to 12 months 

I Dec 1 to March 31 : The util~ty may require a down payment -- no more than 10% of amount past due 
The utllrty will allow you to pay the amount through the following November 

Reinstatement 

I If you have missed a payment, the utility must let you back on the plan one provlded that 
You pay the amount you should have paid if you had kept the agreement and 
Your service has not been shut off 

I Renegotlatlon 
You can renegottate a deferred payment agreement s!u?-.&m if 

Not more than 14 days have passed since you faded to make a payment and 
You can show that your financial situat~on has changed 

,EVELED OR BUDGET PAYMENT PLAN. ( Averages your total annual bill over a 12 month penod 
Each month, your brll will show 1) The actual amount of service used 2) The amount you need to pay . - 
Under this PI&, you pay only for the service you use, but In level payments throughout the year 

f ? . -  













Public Hearings (Formal) 

Formal hearings allow interested parties a 
chance to comment directly on and provide 
evidence in a court-room setting. 
Any party that may be materially affected by the 
outcome of a case is offered the opportunity to 
participate in the formal proceedings. This could 
be a group of consumers (industrial, commercial 
or residential), labor unions, community groups, 
local, state or even possibly Federal 
governments, etc. 





Formal Open Meetings 

Regulators meet to make decisions and 
discuss cases and issues before the 
Commission. 
Regulators are normally prohibited from 
discussing issues with each other or with 
parties to the case while a case is active. 
This may seem to be inefficient, but it adds to 
the credibility of regulatory decisions. 

The public is not asked to participate, but is 
invited to attend. 



Complaints 

A complaint process allows any member of 
the public to petition the regulatory body for 
relief from an alleged illegal action. 
This process can begin as informal and if the 
parties are not satisfied can turn into a formal 
proceeding. In the formal proceeding, the 
complainant has the burden of proof. 
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