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Mlrosaw Duda

Advisor to the President of the Energy Regulatory Authority

CURRENT ISSUES OF REGULATION OF ENERGY ENTERPRISES IN POLAND

The new energy law detenmned m the act Energy Law and the respectIve secondary

legIslatIOn was enforced on December 5, 1997 It contams modem regulatIOns on fuel and

energy management WhICh allow to mtroduce the market mechanIsms mto the energy sector

accordmg to the bmdmg governmental document 'Energy Pohcy GUIdelInes for Poland by

2010'

The process of ImplementatIOn of the new energy law, fortunately, proceeds m the

condItIons of a relatIve surplus of potentIal of fuels and energy supply, whIch WIll be

mamtamed at the same level for some tIme The natIOnal economy has stIll bIg possIblhtles to

mcrease the gross domestIc product for the eXIstmg level of fuels and energy use, due to the

structural transformatIOn

The eXIstIng fuels and energy potentIal, however, may decrease, If the replacement,

modernIsatIon and envlfonmental mvestments are not Implemented currently ThIs reqUIres

both Improvement of finanCIal SItuatIon of the enterpnses and creatIOn of condItIons to attract

the pnvate capItal The mvestment needs In the energy sector may not be covered by the

mcrease of fuels and energy pnces The current SItuatIon of households III Poland does not

allow thIS The share of energy costs constItutes 8-12% ofthe household budgets, whIle m the

developed countrIes It does not exceed on the average of 5% Therefore, It IS necessary to

mcrease the effiCiency offuel and energy mdustry and ratlonailsatlon of the fuels and

energy use

The mcrease of efficIency of the fuel and energy mdustry IS to be achIeved III the

process of reforms already Iilltlated through mtroducmg, among others, a modem system of

regulatIon ofthe actIVIty of energy enterpnses, whIch should ensure

• abandonIng the IneffiCIent method of settmg the OffiCIal pnces and mtroducIng mto the

energy management the mdIvIdual regulatIon of the monopolIstIc actIvItles of the energy

enterpnses, In partIcular, of natural monopoly character,
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• ImplementIng the mechamsms of the competltlve market, whenever possible and

economically effectlve

The new act Energy Law together With the secondary legislatIOn, creates a legIslative

level of regulation of the actiVIty of the enterpnses In all fuel and energy sector At the level

of the mdIVldual regulatlon of actlvlty of the enterpnses, the PreSident of the Energy

Regulatory Authonty appomted by virtue of the act, performs lus actlvltles, m function of the

central body of the state admlmstratlon The Regulator's tools to fulfil hiS statutory

obhgatlons are hcenses and regulatIOn declSlons concernmg the actIvity of the speCIfic

enterpnses m the scope prOVided by the act and the secondary legislatIOn Both the secondary

legislatIOn and the IndiVidual-decIsIOns of the Regulator should be m hne With the gUldelmes

of the state energy pohey, m partlcular, m scope ofhcensmg and pncmg deCISIOns

Current legal situatIon

The Act Energy Law

The act Energy Law creates legal framework of the market reform m the fuel and

energy sector ThIS allows to mtroduce the competItIOn also mto the gnd energy systems

through a thud party access - TPA and estabhshes the system of mdividual regulatlon of the

monopohstIc actIvity of the energy enterpnses by the pohtlcally mdependent Regulator - the

PreSIdent of the Energy Regulatory Authonty

Dunng a diSCUSSIOn at the Parhament, It was deCided to hmit the apphcatlon of the

TPA pnnclples, which allows to open the competItive markets m gnd energy systems to the

domestIC energy carners The fear was that GAZPROM as the only foreign gas suppher was

to dommate the gas fuels market Such hmitatIOn has to be elImmated upon Poland's

acceSSIOn mto the European UnIon, although the act does not prohIbit to render the

transmiSSIon servIces, also on behalf of the entities supplymg fuels or gnd energy from

abroad

The act contams a set of delegatlons authonsmg the Government and the MInIster of

Economy to Issue the secondary legIslatIon WhICh regulates the detaIled conditIOns to

Implement the proVISIOns of the act The analySIS conducted by the Ombudsman revealed, that

the act Energy Law m ItS present form IS not m full m hne WIth the new Constltutlon of the
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Repubhc of Poland, enforced after passmg the act The new ConstItution requIres that the

statutory delegatIOns to Issue the secondary legIslatIon contam clear gUidelInes of the

secondary regulatIOns The preVIOUS ConstItutIOn was not so restnctIve, and at that time the

lawyers had no such objections

It Will be necessary the legal analySIS of the provISIons of the act from the pomt of

VIew of theIr complIance With the new ConstItutIOn Some general provISIons of the secondary

legIslatIOn are lIkely to be mcluded m the contents of the act By the way, there should be

removed other ImperfectIons of the act revealed dunng the present process of Its

ImplementatIon The first ImplementatIOn expenence proves that It IS necessary, among

others

• complementatIOn of art 7 Item 4 With the prOVlSlons stating, that the oblIgatIOn to ensure

the ImplementatIOn and financmg of the construction and development of the gnd also

concerns the cases when there are no plans of local development but others WIth the same

function, as well as the cases when the energy gnds are not detaIled m the plans of

development, but the compact bUIldmg development to whIch the energy gnd should be

conducted IS prOVIded,

• determmatIOn of the non-dIscnmmatory way of settlements of burdens upon the energy

enterpnses deahng WIth the electncity and heat, WIth respect to the oblIgatory purchase of

electncity and heat from the unconventIOnal sources, at the pnces hIgher than the market

ones for ImplementatIOn of the non-dIscnmmation rule of the energy entItles, e g through

establIshmg the fund for unconventIOnal energy development,

• modIficatIons of the prOVISIons mtroduced by the competItIOn act m scope of plannmg of

heat, electncity and gas fuels supply to ehmmate the regulatIOn collISIon between the

PreSIdent of ERA and the authOrItIes of the Commune,

• complementatIOn of art 28 WIth more preCIse proVISIOns mdicatIng whIch kmd of

mformatIOn shall be the state and commerCIal secrecy m case of regulated enterpnses, m

order not to protect unnecessanly the mformatIOn concernmg, m partIcular, the

monopolIstic enterpnses whIch should be also aVaIlable to the customers of fuels and

energy,

• amendmg and precIsmg the proVISIOns of art 32 on oblIgatIon to obtaIn the lIcenses for

speCIfic kmds ofenergy actIVIty to remove the mterpretatIOn doubts,

3
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• complementatIOn of art 45 concernmg the settmg of pnces and tanffs of fuels and energy

WIth the prOVISIOns preclSlng the condItIons and scope of avaIlabIlIty of cross-subsldlsmg

between the specIfic groups ofcustomers (m order not to leave the blank prOVISIons of Item

4 ' unless the proVIsIons stIpulate othefWlse') and the prOVISIOns Imposmg a clear

obhgatIOn to apply the tanff prOVISIons by the monopolIstIc enterpnses, whIch are exempt

from the oblIgatIOn to obtam the lIcenses, as well as the authonsatlOn for the PreSIdent of

ERA or the PreSIdent of the Office for Consumers and COmpetItIon ProtectIon to control

such enterpnses' I

Secondary legIslatIon concernmg the actIVIty of the energy enterpnses m the power sector

A majonty of secondary legIslatIOn to the act - Energy Law has been already enforced

Due to the delay m theIr Issuance, m partIcular, the tanff prOVISIons, currently theIr complex

assessment IS dIfficult and It may be formulated only after some penod of applIcatIOn Among

the oblIgatory secondary legIslatIon, the relevant Ordmance of the Mlillster of Economy on

detaIled condItIOns of plannmg the development and financmg the mvestments, necessary to

draw up the plans for development ofgnd enterpnses has not been Issued yet

DespIte a number of dIScussIons, It was not succeeded to agree the Ordmance of the

MmIster of Economy on detaIled condItIOns of wholesale trade of solId and hqUld fuels,

although there are many Issues to be regulated m thIS scope Of course, thIS IS related to a stIll

speCIfic role of the mmmg mdustry, whIch IS faIrly fleXIble to every regulatlon The state

bodIes can not deCIde on a speCIal treatment of thIs sector m the legal system, on the other

hand, m fact, such speCIal treatment eXIsts, If we take mto account a lack of consequence m

collectmg dues from the mmes by the state organs Such speCIal treatment still eXIts m

Western countnes, although It IS decreasmg The category of subSIdy was not removed from

the market economy The only problem IS not to hamper the market economy pnncIples

Legal mconsIstencIes m thIS SItuatIon threat a correct regulatIOn of actIVIty m the power

sector, where the coal pnces are of speCIal Importance

In so called connectIOn Ordmances, covenng a very broad scope of regulatIons2
, m the

chapter concernmg the trade, the detaIled regulatIOns allOWIng the future competItIve markets

to open and operate are lackmg A general proVISIon that 'the energy enterpnse shall carry out

the electncIty trade on the condItIons stIpulated m the hcense and m the agreement on

4
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electrIcIty sale' IS not suffiCIent The act doe not provIde a separate lIcense for the actIvIty of

'market operator', thus such operator should be appoInted In a statutory way or In the

OrdInance of the Millister of Economy

The chapter on trade In the OrdInance of the MInIster of Economy should contaIn at

least

• mechanIsms of IntrodUCIng the competitIve and regulated market m the system and local

gnds (transmISSIon and dIstnbutIOn),

• mechanIsm and cntena of appomtmg or even appomtment of the operators of the

competItive markets,

• oblIgatIOns and nghts of-the partICIpants of the competItIve markets, In partIcular, the

operators of the competItIve markets,

Accordmg to the statutory delegatIon, the rules of settlements of the partICIpants of the

markets, m partIcular, those concernmg the settlements of so called stranded costs should be

mcluded m the tanff Ordmance Probably, as mentIOned before, a part of such regulatIOns

should be mcluded m the statutory prOVISIons due to the new ConstItutIOn

In the 'connectIOn' Ordmances, m the chapter on rendenng the transmISSIon servIces,

also the same general proVISIon was applIed, that "the gnd enterpnse shall render the

transmISSIon servIces on the condItIOns determmed m the lIcense and the agreement on

rendermg the transmISSIon servIces' Such detaIled condItIons m the hcense should not be

mcluded, as the Regulator, m thIS scope, has no legal grounds In form of the provlSlon m the

act or m the secondary legIslatIOn nor the proVISIOns In the bmdIng gUIdelInes of the energy

polIcy, whIch he IS oblIged to meet The prOVISIon of art 37 Item 1, that the lIcenses should

cover 'condItIOns of the actIVIty performed' and 'Special condItIons of the actIVIty performed

covered by the lIcense aImed at the proper servIce to customers' IS not suffiCIent If there IS no

legal prOVISIOn whIch determmes m general such condItIons BeSIdes, thIS Ordmance contams

a proVISIon whIch states, that the gnd enterpnse shall collect the fees from rendenng the

transmISSIOn servIces determIned In the agreement on rendenng such servIces, whIch IS

contradIctory both WIth the act and the tanff OrdInance, as such fees constItute an element of

the tanff approved by the Regulator

In the OrdInance of the Mmister of Economy on determInIng the speCIal kInds and

scope of economIC actIVIty whIch do not reqUIre IIcense3
, It was correctly developed the

scope of actIVIty of the energy enterpnses not requmng the lIcensmg The OrdInance IS

5
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lackmg the prOVISIons on consIstency of exemptIons from the oblIgatIon to be granted a

lIcense, m the case of power and heat productIon III cogeneratIon Currently some power

plants also producmg heat III cogeneratIOn, present tanffs for the power, and not for the heat,

as they are exempt from the hcense due to a small heat capacIty ThIs may lead to the

uncontrolled cross-subsldlsmg, WhICh IS contradIctory WIth the act Fortunately, the

enterpnses and Regulator reach an agreement m thIs Issue, so no major problems anse Such

Issue WIll dIsappear upon estabhshmg the competItIve markets and exemptIOns of the

generatIon enterpnses from submiSSion of tanffs for approval

Issues related to the Ordmance of the Millister of Economy m scope of shapmg the

tanff are presented m the chapter on electnclty pnces regulatIon Here, there should be

hIghhghted, that both the 'connectIOn' Ordmances m the part concemmg the trade of gnd

energy earners, and the tanff Ordmances should contam the transparent regulatIOns, WhICh

may be easIly apphed as the competItIve markets develop The problem IS, among others, to

dIfferentiate clearly the energy supply to the energy grId, gnd actIvIty (transmIssIon and

dlstnbutIon) and energy supply to the final customers The regulatIons of each area should be

separate, takmg mto account the gradual renouncement from the regulanon of energy tanffs

supplIed to the gnd The same concerns separate regulatIOns of energy supply, to so called

tanff customers who are not entItled or wI1lmg to use the competItIve markets and the non

tanff customers who use the tanff regulatIon only for the gnd actIvIty Such Issue should be

taken mto account m the process of amendment of the proVIsIons of the act, as well as the

secondary legIslatIOn

A general defect of the 'connectIon' and tanff secondary leglslanon IS a lack ofmutual

consistency of the ways of regulatIOns. of the same character, for the power, DH and gas

sectors ThIS refers m partIcular to the Ordmances for the power and DH sector. whIch contam

among others dIfferent provlSlons for applIcatIOn of the cap pnce formula

IndIVidual regulatIOn ofthe activIty of enterprIses

General remarks

The mdlvldual regulatIOn of actIvIty of the energy enterpnses IS m charge of the

PreSIdent of ERA accordmg to the legal prOVISIons and the statutory delegatIons Here. the

6
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attentIOn should be drawn to the fact of dIfferences m the scope of operatIon of the PolIsh

Regulator wIth respect to the Regulators actmg mother countnes The Regulator m Poland as

a central body of state admullstratIOn has no nght to Issue the commonly bmdmg acts, wlnch

may only be Issued by the governmental bodIes He may only Issue mdIvIdual deCISIOns

concernmg the speCIfic enterpnses Such Issue stIll provokes many dIsputes m the groups

actmg on behalf of the reform m the fuel and energy sector

The lIcensmg

The act oblIged the Regulator to Issue all hcense ex officlD up to December 5, 1998

DespIte problems related to the delays m financmg of the Energy Regulatory Authonty and a

bIg number of entitIes m DH sector, to whIch the hcenses should be granted ex offiCIO, thIS

task was performed In that tIme, the secondary legIslation upon whIch the scope of the

mdIvidual lIcense condItIons depends was not Issued yet Therefore, some correctIOns III the

lIcenses resultmg from the secondary legIslatIOn enforced after granting the hcense ex officlD,

should not be excluded

TypIcal condItIOns III the lIcenses ex officlD were the reqUIrements related to ordenng

the formal Issues accordmg to the proVISIons of the act, e g the nght to use the area whIch IS

occupIed by the hcensee (art 33 Item 1 s 5) and the transparent separatIon of costs of the

regulated and not regulated actIvIty4

A general hcense condItIOn IS to adjust the agreements concluded before bemg granted

the lIcense to the bmdmg Energy Law ThIS IS also related to the organIsational changes m the

lIcensed enterpnses made before grantmg the hcenses, e g separatIon mto the speCIfic entItIes

some servIces whIch are a necessary element of the hcensed actIVIty

The problem IS to ensure the complex servIces to the tanff customers for whIch the hcensee IS

responSIble, m form of the CIVIl and legal agreements WIth the dependent enterpnses ThIS

also concerns the trade enterpnses separated mto the speCIfic entitles, so as to estabhsh the

competItive market m thIS scope

If the envIronmental mdIcatIons of the hcensee who IS granted the hcense ex officlD

were sIgmficantly dIfferent from the level reqUIred by the laws, and the hcensee paid the fines

for envIronmental pollutIon, the hcense condItIon mIght have been to adjust the

7
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enVIronmental charactenstlcs to the laws m the term detenmned m the hcense (art 31 Item 1

s 6)

A lIcense condItIon both m the hcenses ex officlD. and upon request of the mterested

party, IS a general reqUIrement to ehmmate the envIronmental effects of the hcensed actIVIty

after Its abandonIng (art 38 of the act) and submIssIon by the hcensee of the property

guartanee or msurance m the term determmed m the hcense to satIsfy the claIms of thIrd

partIes, whIch may anse due to mcorrect carrymg out the hcense actIvIty, mcludmg the

envIronmental damage (art 38 of the act)

One of the condItIOns for the lIcensees granted the ex officlD lIcense IS to submIt the

development plan m term determmed m the lIcense Such term should be conSIstent WIth the

term of Wlthdrawmg from settmg the tanffs by the Mmister of Fmance accordmg to art 69 of

the act The CouncIl of MInIsters deCIded that the MmIster of Fmance WIthdrew from settIng

the pnces of electncIty and gaseous fuels as of January 1st, 1999 The terms of submIttIng the

development plans to be agreed by the Regulator are currently colhdmg Wlth the necessary

terms to analyse first tanff applIcation m the new system ofpnce regulatIOns

A dIfficult Issue to be solved Wlll be to settle the fmancIaI effects of the dependent

enterpnses WhICh are not related to the ltcensed actIVIty, establIshed from the resources from

the actIVIty, for whIch the enterpnse was granted the ex offielD lIcense Such Issue should be

resolved m amendment to the state energy poltcy gUIdeltnes and then the appropnate

proVISIOns, as thIS concerns a number of energy enterpnses, whIch at the begmmng of the

transformatIOns m the natIOnal economy developed the non-energy actIVIty due to lackmg

regulatIOns m tills scope

RegulatIon ofthe power pnces

The deCISIon of the CouncIl of MImsters on abandomng the settmg of electncIty pnces

by the MInIster of Fmance as of January 1st, 1999 Implemented the process of regulatIon of

electncity pnces by the PreSIdent of the Energy Regulatory Authonty based on the act and

tanffOrdInance of the Mmister of Economy as of December 3, 1998 Tills made necessary to

encounter rapId solutIOn for many problems resultIng from mIssmg or unclear legal proVISIons

applIed The folloWlng Issues, among others, should be mcluded

8
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• settlements of effects of long-term contracts concluded between the generation enterpnses

and PSE SA.

• mterpretatIOn of 'the JustIfied costs of moderrnsatIon, development and envIronmental

protectIOn' referred to mart 45 Item 1 ofthe act,

• applIcatIOn of the formula of cap prIce mtroduced by the tanff Ordmance (§ 36 of the tarIff

Ordmance for the electrICIty),

• determmatIon of the aVOIded costs m the power sector applIed to set the electncIty prIce

produced m cogeneratIOn,

• constructIon and applIcatIOn of the fees for transmISSIOn servIces,

• mcludmg the costs of capItal In the JustIfied costs,

• return ofcosts of oblIgatory fuel reserves.

• regulatIon of the tranSItIOn penod

The settlement of the effects of the long-term contracts IS one of most Important

problems whIch should be solved m the process of regulatIon of the electncIty tanffs A need

for the long-term contracts was due to the SItuatIon of the generatIon enterpnses at the

begInnmg of the penod ofpolItIcal transformatIOn ThIS mamly concerned the financmg ofthe

reconstructIOn, modernIsatIOn and envIronmental mvestments of the generatIOn enterpnses,

the own funds of whIch were very InSUffiCIent to fulfil such tasks In that tIme, the state

WIthdrew from SubSIdIes to the energy enterpnses (except for the DH sector), but dId not

renounce from the central management of the pnces at the lower level than the economIC one,

m partIcular, m the penod of last four years The long-term contracts were needed to ensure

the bank credIts for the necessary Investments, as no bank wanted to take such bIg finanCIal

nsk related to the pnCIng polIcy of state and lack of the pOSSIbIlItIes to obtam governmental

guarantees (except for several cases at the begmnmg of the penod of concludmg such

contracts)

At the begmnmg It was mtended to mamtam the scope of the long-term contracts m

the range of 25% of the planned annual electncIty demand The former authontIes of PSE

S A and the MInIStry of Industry and Trade, and then the MmIstry of Economy could not

reSIst a pressure of the producers for concludmg the bIgger number of long-term contracts,

whIch guaranteed the relatIvely secure future for the generatIOn enterpnses ThIS provoked

that m 1999 the long-term contracts cover more than 65% ofthe electncIty demand

9
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In order to fulfil the provIsIons of the contracts, the electrIcIty pnces m 1999 for the

final customers should mcrease on the average of around 29% ThIs IS not possIble for

macroeconomic and SOCial reasons In the tanff Ordmance, for the first tanff shaped accordmg

to new rules, the Mlillster of Economy hmited the mcrease of pnces for the mdividual

customers at the premIses up to 13% For tlus hmitIatIOn, If we mclude m full m the wholesale

tanff the provIsions of the long-term contracts, the distrIbutIOn enterpnses would have

deficIencIes of mcome whIch threatens the loss of the finanCIal hqwdity Therefore, the

projected deficIt was dIstnbuted mto the speCIfic sub-sectors by appropnate pnces and fee

rates m the tanffs proposed for approval by the President of ERA In thIS Issue, the agreement

was reached by the representatIves of the power enterpnses, wluch was taken mto account by

the PreSIdent of the Energy Regulatory Authonty m analysmg the correctness of the tanffs

proposed for approval

Such agreement was necessary due to the deficIencIes of the tanff OrdInance, In whIch

for the first year of duratIon of tanffs set accordIng to the new rules, the mcrease was lImIted

only for "the customers at premIses', but the lImItatIons of pace of mcrease of pnces and fee

rates In the tarIffs of generatIon enterpnses and PSE were not determmed

The long-term contracts cause senous, long effects for the Intended competItIve

market of producers - regardless Its final form Apart from the neceSSIty to Include the effects

of the concluded contracts m the market settlements, probably there WIll be a need to hmit the

scope of further contracts, so as not to reduce the flexlblhty of the market and the expected

effects of competItIon The settlement of effects of the concluded contracts shall reqUIre the

appropnate complementatIOn In the secondary legIslatIOn concernIng the shapmg the tanffs,

pnncipies of trade and rendenng the transmISSIon servIces, as probable, such effects have to

be settled by the transmISSIon fees whIch WIll concern all entItles of the system Such

settlement was applIed to date for the penod of duratIOn of the first tanffs approved by the

PreSIdent of ERA m the mentIoned agreement of the representatIves ofthe power enterpnses

The problem of long-term contracts reqUIres a system solUTIon as the Regulator has no

suffiCIent competence It seems not pOSSIble to force legally the renegotIatIOn of the contracts

because the contracts were concluded accordmg to the former prOVISions, and all entered mto

force after endorsmg by the MInIster or the authonsed Deputy Mlillster of Economy On the

other hand, the Regulator has to analyse the correctness of costs, whIch were a basIS to

conclude the contracts If he states, that the costs were not correct, the renegotIatIon may be
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necessary However, It seems that there should be mamtamed the contractual oblIgatIOns WIth

respect to credItors, If the State IS to be relIable m the finanCIal area The remaImng provIsIons

of the contracts may be renegotIated, m partIcular, as the contracts provIde pOSSIbIlItIes to

correct the contractual provlSlons resultIng from venficanon of gUldelmes, e g the amount of

the planned mflatlon, exchange rate, etc

At the same tIme It IS worth mentIomng that m the dISCUSSIOns on new tarIff rules,

there were rather often opmlOns that the Regulator should a pnorI recogmse the correctness of

costs covered by the long-term contracts Of course, thIS opmIOn IS collIdmg With the

regulatIOn rules and the essence of the JustIfied costs, whIch may not depend upon the

agreement of the mterested partIes

In the process of approval of the first tanff apphcatIons, In whIch the enterpnses, apart

form pnces and fees resultmg from lImItatIons of pace of mcrease for the first tarIff approved

accordmg to the new rules, showed a level of such pnces based on the costs, a number of

dISCUSSIOns provoked mterpretatlon of the provIsIon of art 45 Item 1 on costs of

modermsatlOn, development and environmental protectIOn. Some enterpnses mcluded Into

such costs both the costs of amortIsatIOn and operatIon of the bUIldIngs constructed under the

modernIsatIOn and development mvestments, as well as the capItal Instalments of the credIts

taken on to finance such mvestments Accordmg to the act on accountancy, the capItal

mstalments may be only financed from the profit and amortIsatIOn charges and may not be an

Item of costs of mcome The mterests are mcluded m so called finanCIal costs and may be the

cost element

In the act there IS no prOVlSlon that the JustIfied costs of modernIsatIon, development

and enVIronmental protectIOn are eqUIvalent to the costs of mcome m the meanmg of the act

on mcome tax on natural persons In the JustIficatIon of the tanff applIcatIOn the enterpnse

may state, that the determmed level of net profit IS necessary to finance the necessary

mvestments The Regulator may conSIder such profit as the JustIfied cost m the meamng of

the act - Energy Law The enterpnse may mclude Into such profit also the cost of own capItal

calculated as the cost of ruvIdends paId to the shareholders or the partICIpants All thIs,

however, should be stated m the development plan of the enterpnse, whIch reqUIres a preVIOUS

agreement WIth the Regulator for the gnd enterpnses

Some doubts arIse WIth respect to InterpretatIOn of the prOVISIons § 36 of the tanff

Orrunance concernmg the cap prlceformula RPJ-X The lImItatIon of the pace ofmcrease of
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pnces and fees m the first tanffs of electncity approved, accordmg to the new system, up to

13% WIth respect to the preVIOUS tanff made, that such doubts for the first tanff were not so

sIgmficant as mamly the cap Imposed by the provIsIOn of the Ordmance was apphed For the

tanffs m next years these WIll be ofgreat Importance

The objectIon mamly concerns applIcatIon of such formula to the so called pnce

mdicator, whIch IS calculated accordmg to § 35 as the average pnce of sale of the electncIty

under rendenng the transmISSIon servIces Such applIcatIOn of thIs formula WIll make

necessary to submIt every year the tanff apphcatIons to be approved by the Regulator, who IS

obbged to analyse the correctness of the tanff structure, as well TIus puts mto questIon the

applIcatIon of such formula, whIch should allow, as stIpulated, for the enterpnses, an

automatIc correctIon of pnces and fees m the tanffs m the penod of duratIon of the tanff To

achIeve thIS, the Ordmance should be complemented WIth the proVISIons determmmg the

oblIgatory scope and pace of elImmatIon of the cross-subsIdIsmg between the speCIfic groups

ofcustomers under ImplementatIOn of prOVISIOns ofart 45 Item 4 of the act

A correct regulatIOn of pnces of electrICIty and heat m cogeneratIon also reqIDres to

determme m the Ordmance the way and entIty m the power sector, WhIch sets for a gIven base

year so called aVOIded costs m the power sector ThIS should be e g Energy Market Agency

ThIS IS relevant, as the only mdicatton that these should be costs calculated upon usmg the

costs ofelectncity generatIOn m the condensatIOn power plant m not suffiCIent

The prOVISIons of the tanffOrdmance (§ 20 Item 1) WhICh determme an equal share of

the entItles mtroducmg and drawmg electncity from the gnd m the transmission fees are

controversIal The transmISSIOn fees result from the costs of gnd actIVIty and are an element

of the tanff of the gnd enterpnse The chent of the gnd enterpnse IS a customer to whom the

gnd enterpnse sells the energy (tanff customer) or renders the transmISSIOn servIce (non-tanff

customer) If the supplIer concludes WIth the gnd enterpnses an agreement on rendenng the

transmISSIOn servIces, he WIll do It on behalf of the authonsed customer Thus, there IS no

need to charge equally the customer and the supplIer WIth the transmISSIon fee ThIS

complIcates settlements and makes dIfficult the venficatIon of the tanffs of generators, who

have to mclude such transmISSIOn fees as the JustIfied costs

The Issue often dIscussed by the potentIal prIvate mvestors IS a lack of clear

regulatIons, both m the act and m the secondary legIslatIOn, concermng the costs ofcapital as

an element ofthe Justified costs In the regulated actiVity. A condItIon to mvolve the capItal
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m any undertakmg to be regulated accordmg to the Energy Law, IS to ensure a return of

capItal at the profitable level The questIon concerns both the return mterest from the shares or

partIcIpatIOns of the eqUIty and an mterest rate of the credIt and debt Due to the lack of legal

regulatIOns m thIs scope, all mvestors request to conclude the long-term contracts for energy

sale at the determmed pnces ThIS causes that the market IS not fleXIble, also the regulated

one It seems that the prOVISIOns m thIs scope should be complemented WIth a transparent

regulatIOn, e g whIch allows the related enterpnses to mclude m full the capItal costs mto the

JustIfied costs ThIS IS related to the need for general regulatIon of the scope ofJustIfied costs

m the meanmg of the act - Energy Law, so as to make It clear, that they are not the costs of

mcome m the meanmg of the act on mcome tax The above assumptIOns also concern

mcludmg mto the JustIfied costs, the costs 0/storage 0/the obligatory/uel reserves

Some of the problems dIscussed should be regulated by the prOVlSlons of the

tranSitIOn perIOd, whIch should help m the penod of reform ImplementatIOn, when not all

solutIOns appropnate for the developed market economy may be mtroduced ImmedIately

Mamly, thIS concerns the regulatIon of

• pace of settmg the real pnces and fees and appropnate tanff structure, not only for the final

customers of the energy, but also for the enterpnses operatmg mSIde a gIven sector,

mcludmg a pace of mcrease of hfe standard of the PolIsh socIety,

• scope and pace of elImmatmg the cross-subsIdlSlng between the specIfic groups of

customers,

• way of settlement the 'stranded costs', and m partIcular the costs of lIqUIdatIOn of useless

or obsolete property and the way of settlement ofeffects of long-term contracts

The regulatIOn of the tranSItIOn penod should be m fact an object of the secondary

legIslatIon of the MIlllster of Economy However, a need for amendment of the prOVISIons of

the act Energy Law m the lIght of reqUIrement of the new ConstItutIon can not be excluded

Summary

The problems of regulatIOn presented m the report, cover only the personal expenence

of the author m a rather short penod of ImplementatIOn and operatIon of the new Energy Law

ThIS reqUIres a detaIled dIScussIon m the group of energy speCIalIsts and lawyers, so as the

new regulatIOns do not arIse new problems It seems that a practIcal solutIon would be an

appomtment by the MIlllster of Economy m agreement WIth the PreSIdent of ERA a team of

13
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experts for ImplementatIon of the Energy Law, winch would deal WIth momtonng of the

effects ofthe provIsIon Issues and preparaTIon of the possIble drafts of amendments However,

It IS worth mentIOmng that 'm general, the better IS an enemy of the good' The sItuanon of

contlnuous amendment to the target solutIOns WIthout determmanon and fast ImplementatIOn

of sImple rules of tranSITIon regulanon, charactensnc m case of planmng the electrIcIty

market, would be aVOIded m order not to lose nme

CURRENT ISSUES OF REGULATION OF ENERGY ENTERPRISES ACTIVITIES

IN POLAND

Summary

The new Energy Law m Poland was enforced on December 5, 1997 Smce that tIme

maJonty of the secondary legIslatIve acts have bees Issued, mostly by the MInIster of

Economy The new regulatory body has started grantmg first lIcense "ex OffiCIO" and for new

apphcants On January 1, 1999, the Regulator began regulatIOn ofelectncIty and heat pnces m

accordance WIth the new energy law The energy enterpnses and also the Regulator are facmg

many ImplementatIOn problems Some of them, Important to the electncIty sector, have been

IdentIfied and dIscussed m the paper

I The more detaIled Issues of settmg the eleCtrICIty prIces are presented In the chapter 'RegulatIOn of electrICIty
prIces'

2 A so broad scope of regulatlons m one document IS a leglslatlve defect, as In thIS case there are natural trends
for SimplificatIOn and generalisation of provIsions which should be detaIled In the secondary act ThIS IS a result
of recommendatIOns of the lawyers at the MIniStry of Economy, that the scope of the secondary act should be
StrIctly In lme WIth the formulatIOn of the statutory proVISIOn authorIsmg to Issue such proVISions, which means
that the literal mterpretatIOn of law prevaIls over system InterpretatIOn The literal mterpretatlon has already
caused many problems
m correct applIcatIOn of provIsions of the act and also of the secondary legIslatIOn

3 The name of thiS Ordmance suggest that It concerns m general the economic actiVity, which IS an obVIOUS
legIslatIve defect of this document, as a result of too lIteral approach to the statutory delegatIOns

4 The concept of the 'regulated actiVIty' IS understood as the actiVIty the pnces or tanffs of WhICh are approved
by the Regulator It IS not an eqUivalent of the 'licensed actlvIty'as the licensed actlvltIes may not be regulated,
Ifthey are caITIed out on the competItIve market
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867
ORDINANCE OF THE MINISTER OF ECONOMY

ofOctober 6th, 1998

ON DETAILED PRINCIPLES OF SHAPING AND CALCULATING THE TARIFFS,
AS WELL AS THE PRINCIPLES OF SETTLEMENT IN HEAT TRADE,
INCLUDING SETTLEMENT WITH THE INDIVIDUAL CUSTOMERS

AT THE PREMISES

AccordIng to art 46 of the Act of Apnll0, 1997 - Energy Law [DzU (Journal of Laws) No
54 Item 348 and No 158 Item 1042 and of 1990 No 94 Item 594 and No 106 Item 688) It IS
decIded as follows

Chapter 1

General ProvIsIons

§ 1 The OrdInance regulates the detaIled pnncIples of

1) shapmg and calculatmg tanffs by the energy enterpnse carryIng out the economIC actIVIty
In the scope ofgeneratIon, storage, processmg, transmISSIOn and dIstnbutIOn or trade ofheat,

2) settlements m heat trade, mcludIng settlements wIth the IndIVIdual customers at premIses

§ 2 The follOWIng terms m the Ordmance shall mean

1) act - act of Apnl 10, 1997 - Energy Law (Dz U No 54 Item 348 and No 158 Item 1042 and
of 1998 No 94 Item 594 and No 106 Item 668),

2) seller - the energy enterpnse supplyIng heat to the customer on the basIs on the agreement
on heat sale concluded WIth the customer,

3) mdIvIdual customer at the premIses - a person legally entItled to use such premIses,

4) heat source - Interconnected eqmpment or mstallatIons for generatIOn of heat supplIed to
the heat network, or eqmpment or InstallatIOns for heat generatIon Installed m the bmldIng,
whIch supply the heat-receIver mstallatlons In thIS bmldIng,

5) heat network - mterconnected eqmpment or mstallattons for transmISSIon and dlstnbutIOn
ofheat from the heat sources to the bmldmgs owned by the energy enterpnse,

6) connectIOn - a sectIon of the heat network connectIng the heat source WIth such network or
a sectIOn ofheat network conductIng heat exclUSIvely to one heat substance,
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7) heat substance - mterconnected eqUIpment or mstallatIOns WhICh are used to change a kmd
or parameters of the heat carner supplIed from the heat network, as well as regulatlon of heat
amount supplIed to the heat-receIver mstallatlons,

8) group heat substance - heat substance to WhICh the heat-receIver mstallatIOns operatmg m
more than one bUIldmg are connected,

9) heat-receIver mstallatIOn - mterconnected eqUIpment or mstallatIOns for heat transport or
hot water from heat substances to the heat customers or to the pomts of drawmg the hot water
m the bUIldmgs,

10) the bwldmg - constructlon or bUIldmg together wIth the heat-receIver mstallatlons,

11) measurement and settlement system - eqUIpment admItted to use for measurement of the
amount and parameters of heat carner, the readmgs of WhICh are a basIs to calculate the due
payments for heat supply,

12) ordered heat capacIty - the hIghest heat drawmg, supplIed m form of the determmed
camer for the calculated CondItIOnS for the penod of at least one hour,

13) calculated condItIons - calculated atmosphenc aIr temperature determmed for the clImatIc
zone where the buIldmgs to WhICh the heat IS supplIed are SItuated, as well as the temperature
of hot usable water,

14) calculated mtenslty of heat carner flow - the hIghest mtensity of heat carner flow
correspondmg to the ordered heat capacIty and the parameters of heat carner determmed m
the regulatIOn table for the calculated condItIOns,

15) heatmg season - the penod between September and May of the next year when the
atmosphenc condItIons make necessary a contmuous heat supply for bmldmg heatmg,

16) JustIfied costs - costs determmed by the energy enterpnse by VIrtue of the Act and hIS
Ordmance, With due dIlIgence for protectIOn of customers' mterests and cost mirnmisatlOn
necessary to fulfil the obhgations resultmg from the agreement on connectIOn to the heat
network, agreement on heat sale or agreement on rendenng the transmISSIon servIces,

17) cross-subsIdIes - covenng the costs of one kmd of economIC actIVIty carned out or one
group of customers WIth the mcome commg from other kmd of the economIC actIVIty carned
out or from other group ofcustomers

Chapter 2

Prmclples of shapmg and calculatmg the tariffs

§ 3 The energy enterpnse shall set the tariff m the way to ensure as follows
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1) complIance WIth the prOVISIons ofthe state energy polIcy. m partIcular, WIth the mvestment
and pncmg polley determmed therem, as well as other factors WIth an Impact upon the level
of the JustIfied costs bemg a basIs to set the pnces and fees.

2) protectIon of mterests of customers agamst the unjustIfied pnces level,

3) elImmatIOn ofthe cross-subsIdIes

§ 4 The energy enterpnse shall shape the tanff accordmg to the scope of the economIC
actIvIty earned out related to the heat supply. kmd ofcustomers and character ofheat supply

§ 5 1 The tanff should. accordmg to the economIC actIVIty earned out by the energy
enterpnse, detennme as follows

1) specIfic customers' groups,

2) ktnds and amounts of pnces and fee rates. as well as the condInons of theIr applIcatIon.
mcludmg the wary of mtroducmg the changes for pnces and fee rate, and the followmg
pnnclples upon calculatmg the pnces and fee rates
a) Justified costs of the economIC actiVIty earned. mcludmg the costs of moderrnsatIOn and
development. as well as the envIronmental protectIOn.
b) costs of cofinancmg the undertaktngs and servIces aImed at reductIon of heat use for the
customer, bemg an economIC JustIficatIOn for aVOIdIng constructIOn or development of the
heat sources or heat networks, as well as undertakmgs related to the development of
unconventIonal energy sources.
c) heat and power productIon m cogeneratIOn.
d) planned Improvement of effiCIency of energy enterpnse operatIon,
e) proteCtIon ofcustomers' mterests agaInst the unjustIfied pnces level.

3) reductIOns. dISCOunts and payments due to non-fulfilment of the agreement prOVISIons by
the partIes,

4) payments for Illegal heat drawmg

2 Pnces and fee rates detennmed m the tanff are dIfferent for speCIfic groups of customers
accordmg to the scope ofeconomIC actIVIty carned out by the energy enterpnse related to heat
supply to the customers and the JustIfied costs mcurred by the energy enterpnse thereof

3 Pnces and fee rates referred to m Item 2 may be calculated account taken of the seasonal
dIfferentIatIon of theIr amount

4 The energy enterpnse shall be oblIged to shape the tanff m such as way so as the customer
may calculate the due payment on Its baSIS. for the scope of the economIC actIVIty carned out
related to the heat supply determmed m the agreement on heat sale

§ 6 1 CondItIons of applIcatIon of pnces and fee rates detennmed m the tanff are shaped
account taken of the qualIty standards of customer servIce. as determmed m the agreement on

3
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heat sale or the agreement on rendenng the transnuSSIon servIces or m the separated
proVISIons

2 CondItIOns referred to m Item 1 should determIne, In partIcular

1) scope of servIces rendered for the determmed groups of customers connected to the
separated heat network referred to In § 9 Item 2 or supplIed from the separated heat sources
whIch are not connected to the network,

2) qualIty standards of customer servIce,

3) the procedure In case of complamts,

4) the way of calculatIon of due payments m case of non-fulfilment the agreement provISIOns
by the partIes,

5) procedure and calculatIOn of dues m the case of damage caused to the measurement and
settlement system

§ 7 1 The tanff of the energy enterpnse carrymg out the economIC actIVIty m scope of
generatIOn, processmg and storage ofheat shall contaIn

1) pnces for the ordered heat capaCIty - expressed In PLN for MW,

2) heat pnces - expressed m PLN for GJ or m PLN for MWh,

3) pnces of the heat carner supplIed to fill In the heat networks and heat-receIver InstallatIOns,
as well as to complement Its defiCIencIes outSIde the heat source - expressed In PLN for the
CUbIC metres of the heat carner or III PLN for one tonne of condensates

2 The tanff of the energy enterpnse carryIng out the economIC actiVIty In scope of generatIon,
processIllg, storage, transmISSIon and dIstnbutIOn ofheat shall contaIn

1) pnces for the ordered heat capaCIty - expressed m PLN for MW,

2) heat pnces - expressed In PLN for GJ or Mwh,

3) pnces ofheat carner supphed to fill m the heat-receIver mstallatIOns and to complement Its
defiCIenCIes In such InstallatIons - expressed In PLN for CUbIC metre of the heat carner or In
PLN for one tonne of condensates,

4) subscnber fee rates - expressed III PLN for one connectIon,

5) fee rates for transmISSIOn servIces - expressed m PLN for MW of the ordered heat capaCIty,

6) fee rates for connectmg to the network whIch cover
a) fee rates for constructIon of connectIons - expressed In PLN for a runnmg metre of the
connectIon,

4
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b) fee rates for performance of pathway of the connectIon through the wall of the buIldmg 
expressed m PLN for the pathway ofthe connectlOn through the wall ofthe bUIldmg,
c) fee rates for development of the heat network - expressed m PLN for CUbIC metre per hour
of mtensIty of flow of the heat carner or m PLN for tonne per hour of mtensIty of steam flow

3 The tanff of the energy enterpnse carrymg out the economIC actlvlty m scope of
transmISSion and dIstnbutIOn, as well as heat trade shall determme condItIOns of settlements
based on the pnces and fee rates set by other energy enterpnse and shall contam
1) fee rates for the transmISSIOn servIces - expressed m PLN for MW of the ordered heat
capacIty,

2) subscnber fee rates - expressed m PLN for one connection,

3) fee rates for connectmg to the network whIch cover

a) fee rates for constructlon of connectIons - expressed m PLN for a runnmg metre of the
connectlon,
b) fee rates for performance of the pathway of the connectIon through the wall of the bUIldmg
- expressed m PLN for the pathway of the connectIon through the wall of the bUIldmg,
c) fee rates for development of the heat network - expressed m PLN for CUbIC metre per hour
of mtenslty of flow ofthe heat carner or m PLN for tonne per hour of mtensity ofsteam flow

4 The tanff of the enterpnse carrymg out the economIC actIVIty m scope of heat trade shall
determme condItIOns of settlements based on the pnces and fee rates set by other energy
enterpnse and shall contam subscnber fee rates - expressed m PLN for one connectlon

5 If the energy enterpnse carnes out more than one kmd of economIC actIVity referred to m
Item 1-3, the tanff developed by the enterpnse shall contam, accordmg to the scope of the
economIC actIVIty earned out, pnces and fee rates as determmed m Item 1-3

§ 8 The energy enterpnse carrymg out the economic actIVIty m scope of generatIOn,
processmg and storage of heat or the energy enterpnse carrymg out the economIC actIVIty m
scope of transmISSIon and dIstnbutIon of heat may collect from the customers

1) fees WIth respect to cofinancmg the undertakmgs and servIces aImed at reducmg the heat
use for the customer, bemg an economIC Justificatlon for aVOIdmg the constructlon or
development of heat sources or heat networks

2) fees WIth respect to cofinancmg the undertakmgs related to development of the
unconventlonal energy sources

§ 9 1 DIVISIon of customers mto the groups referred to m § 5 Item 1 s 1 should be made
accordmg to
1) heat sources or heat networks from whIch the heat IS suppbed,

2) kmd of the supphed heat carner and Its parameters,

3) settlement system,
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4) place of heat supplymg and scope of relIabIlIty and contInUIty of the servIces rendered by
the energy enterpnse and the costs Incurred thereof

2 The separated group shall be the customers
1) connected to the separated heat network bemg an separate technologIcal system of the
mterconnected plpelmes together WIth the mstallatIons and eqwpment Installed In such
network or the customers to whom the heat IS supplIed dIrectly from the separated heat source
not connected to the network,
2) connected to the separated heat network where the heat carner IS steam or hot water of the
determIned parameters and the way of theIr regulatIon, accordmg to the atmosphenc
condItIons and heat demand,

3) to whom the same system 9f settlements IS applIed,

4) ofthe same character ofheat demand to whom the same pnces and fee rates are applIed

§ 10 1 JustIfied costs referred to m § 5 Item I s 2 letter a) and Item 2 shall be determIned for
the speCIfic groups of customers on the baSIS of

I) costs of generatIon, processmg, storage, transmISSIon, and dlstnbutlOn, as well as trade of
heat Incurred In the preVIOUS finanCIal year,

2) planned annual costs of modernIsatIon and development, as well as costs related to
ImplementatIon of mvestments m the scope ofenVIronmental protectIon

2 Costs referred to m Item 1 s 1 shall be determmed on the baSIS of costs plan kept accordmg
to the accountmg documentatIon descnbmg the adopted accountmg pnnciples as determmed
by the prOVISIons on accountmg, so as to allow to set the fixed and VarIable costs mcurred by
the energy enterpnse WIth respect to the speCIfic groups ofthe customers

3 Costs referred to m Item 1 s 2 shall be determmed on the baSIS of the plan referred to m art
20 of the Act as the average annual costs m the penod covered by the plan resultmg from the
mvestment mput determmed m thIS plan untIl such plan IS passed by the CouncIl of the
Commune - m the plan of development and modernIsatIOn of heat network, as well as
connectIOn of such network to the new heat sources and bwldmgs, bmdmg for the energy
enterpnse

4 Costs ofcarrymg out the actIVIty, mc1udmg the costs of modernIsatIon and development, as
well as envIronmental protectIOn, WhICh are common for all or several groups of customers
shall be dIVIded mto the speCIfic groups of customers accordmg to the method of costs
dIVISIon adopted by the energy enterpnse

5 In the case of energy enterpnse of multI-actIvIty, the common costs for all or several kinds
of economIC actIVIty carned out mcurred by such enterpnse shall be dIVIded mto the specIfic
kinds of the economIC actIVIty carned out, accordmg to method of costs dIVISIon adopted by
thIS enterpnse
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6 The method of costs dIvIsIOn referred to In Item 4 and 5 may not Involve the cross
SubSIdIes

7 In case of power and heat productIOn In cogeneratIon In the heat source, as the JustIfied
costs ofgeneratIOn and storage ofheat IS assumed to be a dIfference between the total JustIfied
costs of carrymg out the economIC actIvIty In the scope of generatIon, proceSSIng and storage
of heat and power together WIth the costs of moderrusatIOn and development, as well as the
enVIronmental protectIon In thIs source, and the costs of Income from the sale of capacIty and
electncIty

§ 11 1 JustIfied costs referred to In § 10 shall cover as follows

1) In the energy enterpnse referred to In § 7 Item 1 - costs of the economIC actIvIty In the
scope of generatIon, proceSSIng and storage of heat, IncludIng the costs of modernIsatIon and
envIronmental protectIon,

2) In the energy enterpnse referred to In § 7 Item 2 - costs ofthe economIC actIVIty In scope of
generatIOn, processIng, storage, transmISSIon and dIstnbutIon of heat, IncludIng the costs of
modermsatIon, development and envIronmental protectIOn,

3) In the energy enterpnse referred to In § 7 Item 3 - costs of the economIC actIVIty In the
scope of transmISSIon, dIstrIbutIon and trade of heat, IncludIng the costs of modernIsatIon,
development and envIronmental protectIOn,

4) In the energy enterpnse referred to m § 7 Item 4 - costs of economIC actIVIty m scope of
heat trade, mcludmg costs of modernIsatIon and development

2 The JustIfied costs referred to m Item 1 do not mclude the costs related to the use of
property whIch IS not owned by the energy enterpnse, except for the cases determmed m Item
3

3 If the agreement on heat sale states, that the energy enterpnse referred to m Item 1 s 2 or 3
also carnes out the economIC actIVIty m scope of operatIon of heat substances, group heat
substances, sectIOns and heat-receIver mstallatIOns between the group substances and speCIfic
bUIldmgs, heat-receIver mstallatIOns In the bUIldmgs of the customers beIng property of the
customers, then the JustIfied costs referred to m Item 1 s 2 and 3 shall cover the costs of
carrymg out of such actIVIty accordmgly

§ 12 1 Pnces and fee rates referred to In § 7 shall be set as base pnces and fee rates based on
the unItary costs calculated accordIng to the rules as determmed In Item 2 and 3 and In § 15
Item 4 and m § 30 Item 2

2 Umtary costs referred to In Item 1 beIng a baSIS to set

1) base pnces for the ordered heat capacIty, referred to In § 7 Item 1 s 1 and Item 2 s 1 are
calculated accordIng to the formula
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where the specIfic symbols shall mean

KJrn - umtary cost bemg a basIs to set a base pnce for the ordered heat capacIty for a gIVen
group of customers [m PLNIMW],

Ku - JustIfied costs m scope of generatIon, processmg and storage of heat referred to m § 10
and 11 related to the heat supply to the gIven group of customers,

A • mdicator ofshare of fees for the ordered heat capacIty In the total fees In the financial year
for a gIven group of customers the value of WhICh may be contamed m the range from
0,3 to 0,4,

N - determmed m the agreements on heat sale the heat capacIty ordered by a gIven group of
customers m the prevIOUS finanCIal year or the average ordered heat capacIty, calculated
as the anthmetic average of the heat capacIty ordered In the subsequent 12 months of
the prevIOUS finanCIal year, If as a result of the connectIOn of dIsconnectIOn ofbuddmgs
or as a result of the agreement between the partIes dunng the preVIOUS finanCIal year the
ordered heat capacIty [In MW] changed,

2) base pnces ofheat referred to In § 7 Item 1 s 2 and Item 2 s 2 shall be calculated accordmg
to the followmg formula

~c=(I-A)xKu Q

where the speCIfic symbols shall mean

K
JC

umtary cost beIng a baSIS for settmg the base pnces of heat for the gIven group of
customers [m PLN/GJ or m PLNIMWh],

Q - heat amount supplIed to a gIven group of customers m the preVIOUS financial year [In GJ
ormMWh]'

A - mdicator of fees share for the ordered heat capacIty m total fees In the finanCIal year for a
gIven group ofcustomers, the value ofwhIch may be In a range from 0,3 to 0,4,

Ku - JustIfied costs m the scope of generatIon, processmg and storage of heat referred to m §
10 and 11 related to the heat supply to a gIven group of customers,

3) base pnces of heat carner referred to m § 7 Item 1 s 3 and Item 2 s 3 IS calculated as
quotIent of the JustIfied costs m the scope of acqumng, treatmg and heatmg the heat carner,
and the amount of thIS camer, supphed to fill m the heat networks or heat-receIver
mstallatIOns, as well as to complement Its defiCIenCIes m such networks or InstallatIOns,

4) base rates of subscnber fees referred to m § 7 Item 2 s 4 Item 3 s 2 and Item 4 are
calculated as quotlent of the JustIfied costs covenng m partIcular the costs of servIce to
customers m the scope of readmgs of measurement and settlement systems, calculatIon of
dues, drawmg up the mVOlces and collectIon of dues, as well as the actIvItIes related to control
of measurement and settlement systems, fulfilment of the condItIons of the agreements and
accuracy of settlements, as well as a number of connectIons,

5) base fee rates for the transmISSIOn servIces referred to m § 7 Item 2 s 3 and Item 3 s 1 are
calculated as a quotIent of the Justlfied costs m scope of heat transmISSIOn referred to m § 10
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and 11 related to heat supply for a gIven group of customers and heat capacIty ordered by
such group of customers m a gIven financIal year

3 Umtary costs beIng a basIs for settIng base rates of fees for network connectlon referred to
In § 7 Item 2 s 6 and Item 3 s 3 are calculated accordmg to the followmg rules

1) unItary costs of connectlons constructlon referred to m § 7 Item 2 S 6 letter a and Item 3 s
3 letter a) accordIng to whIch the base fee rates for the connectIon are set, are determIned as a
quotIent of the JustIfied costs of modernIsatIOn and development planned m the finanCIal year
for constructIon of the determIned kInd of connectIOns and total length of these connectlons,

2) umtary costs of performance of pathways of the connectIons through the walls of the
buIlchngs referred to m § 7 Item 2 s 6 letter b) and Item 3 S 3 letter b) accordmg to whIch the
base rates of fees for the pathway of connectlon through the wall are set, are determIned as a
quotIent of the JustIfied costs of modernIsatIOn and development planned In the finanCIal year
for performance of the determmed kInd of pathway of connectIOns through the walls of the
bUIldIngs and total number of such pathways,

3) umtary costs of development of the heat network referred to m § 7 Item 2 s 6 letter c) and
Item 3 S 3 letter c) accordIng to whIch are set the base fee rates for development of the heat
network, are determmed as a quotIent of the Justlfied costs of modernIsatlon and development
planned In the finanCIal year for constructIOn or replacement of the sectIons of heat network
supplymg heat to the connectIOns, and calculated IntenSIty of flow ofthe heat camer for these
sectIons

§ 13 I JustIfied costs bemg a baSIS to set the umtary costs and fee rates for the transmISSIon
servIces referred to In § 7 Item 2 s 5 and Item 3 s 1 are set for the speCIfic groups of
customers accordIng to

1) costs plan kept on the basIS of the accountmg documentatlon descnbIng the adopted
accountIng rules, determmed In the provlSlons on accountmg and a real performance In the
prevIOUS finanCIal year of the fixed and vanable costs Incurred With respect to the speCIfic
groups ofcustomers m the followmg scope
a) transmISSIon and dIstnbutlon of heat through the heat network,
b) generatIOn, processmg and storage of heat If the eqUIpment or InstallatIons co-operatmg
With the heat sources pertammg to the energy enterpnse carrymg out the economIC actIVIty m
scope ofgeneratIOn, processmg and storage of heat are Installed In the heat network,
c) heat losses and defiCIencIes of heat camer dunng transmIssIOn,

2) costs of modernisatlon and development, as well as the costs related to ImplementatIon of
Investments In scope of envIronmental protectIon determmed on the baSIS of the plan referred
to In art 20 of the Act as average annual costs In the penod covered by the plan, resultmg
from the mves1ment Input determmed m such plan untll passmg such plan by the CounCIl of
the Commune - m the plan of development and modermsatIOn of the heat network, as well as
connectIOn ofnew heat sources and bUIldIngs to such network, bIndIng for the enterpnse

2 Use of fuels and power for dnve of eqUIpment or Installatlons and losses of heat an
defiCIenCIes of the heat carner dunng transmISSIon are set based on the amount or mdIcators
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resultIng from analySIS of work of the heat networks and measurement made by the energy
enterpnse carryIng out the economIC actIVIty In scope of transmISSIOn and dIstnbutIOn of heat
or that ordered to the specIahst measurement and research UnIts The amounts techmcally
JustIfied are conSIdered average values for the last two years. prOVIded that the reqUIrements
as detemllned m art 51 of the Act are fulfilled

§ 14 1 Base pnces and fee rates referred to In § 12 Item 1 are set on the baSIS of the unItary
costs calculated accordIng to the rules as detennmed m § 12 Item 2 and 3 mcreased by the
profit margm set by the energy enterpnse not hIgher than 10% and after applymg the
correctIOn coeffiCIent referred to III § 17 Item 2 and 3 mc1udmg the planned Improvement of
effiCIency ofoperatIon of the energy enterpnse m the penod of 12 months

2 Amount of the correctIOn coeffiCIent referred to In Item 1 shall be set by the energy
enterpnse WIth provlSlon of Item 3

3 Amount of the correctIOn coeffiCIent determIned In the applIcatIOn for tanff approval by the
energy enterpnse holdmg the lIcense. shall be set by the PreSIdent of the Energy Regulatory
Agency upon approvIng the tanff

§ 15 1 The energy enterpnse may set In the tanff the fee rates and rules of calculatIOn of the
addItIonal payments collected for the addItional servIces or actIVitIes perfonned upon an
addItIonal order of the customer

2 AddItIonal fees referred to III Item 1 shall be set for
1) dtsconnectIOn and connectIon the heat supply.
2) reVISIOn of correct IndIcatIOns of the measurement and settlement system.
3) technIcal servIce.
4) other servIces or actIVItIes performed upon order of the heat customer

3 Fee rates bemg a baSIS to calculate the addItIonal fees referred to In Item I shall be set to
elImmate the cross-subSidies as the base rates accordIng to the UnItary Justified costs.
mcreased by the profit margIn referred to m § 14

4 UnItary costs bemg a baSIS to set the base rates referred m Item 3 shall be set accordIng to
the costs plan mcurred In the preVIOUS finanCial year for performIng the addItIOnal servIces
and actIVIties referred to In item 2

§ 16 1 The energy enterpnse shall set the base pnces and base fee rates referred to In § 14 for
the penod of five years WIth proVISion of item 2

2 The PreSIdent of the Energy Regulatory Authonty may determIne a penod of duratIOn of
the base pnces and base fee rates from one year to five years

§ 17 1 The energy enterpnse shall. not more than once for 12 months. adjust the fee rates and
pnces to the vanable economIC condItIOns
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2 Fee rates and pnces bemg a basIs to calculate the fees amount whIch are mdependent from
the amount of the heat supphed shall be adjusted to the vanable economIC condItIOns
accordmg to the formula

where the followmg symbols shall mean
Csn - new pnce of fee rate Independent from the amount of the heat supplIed,
Csb - accordmgly the base pnce or base fee rate referred to m § 16 Item 1 or the pnce or fee

rate apphed m the settlements after Its last adjustment to the vanable economIc
condItions referred to m Item 1,

RPln I - mcrease of pnces of consumptIOn goods and servIces whIch ocurred m the penod of
12 months With respect to therr level mcluded upon the last change of pnce or fee rate,
set on the basIs of the announcements of the PresIdent of the Central StatistIcs Office
publIshed m OffiCIal Journal of the Repubhc of Poland 'Momtor PolskI' [m %]

X - correctIOn coefficIent mcludmg the planned Improvement of efficIency ofoperatlOn of the
energy enterpnse m the penod of12 months [m %]

3 Pnces bemg a basIS to calculate the amount of fees dependant upon the amount of the heat
supplIed shall be adjust to the vanable economIC condItIons accordmg to the formula

where the followmg symbols shall mean
Czn - new heat pnce,
Czb - base prIce or heat pnce applIed m the settlements after ItS last adjustment to the vanable

economIC condItIons referred to m Item 1,
Z - average mdIcator of changes of fuel prIce calculated accordmg to the follOWing formula
Z=(Cwn Cwb)xUw lOO+(Cgn Cgb)xUg lOO+(Con Cob)xUo 100
where the follOWing symbols shall mean
Cwn Cgn Con - new prIces ofcoal, gas and 011 after the change for the gIven range of fuel,
Cwb Cgb Cob average pnces of coal, gas, 011 determIned as average pnces for the last 12

months based on the average monthly pnces publIshed In publIcatIons of the Central
StatIstIcs Office

Dw Ug Uo- share ofuse of coal, gas and 011 m total fuels use [m %],
Up - share offuel costs m total costs bemg a baSIS to set the prIce of heat for a gIven group of

customers [m %],
Dr - share of remamIng costs In total costs bemg a baSIS to set the pnce of heat for a gIven

group ofcustomers[m %],
RPIn1 - mcrease ofpnces of consumptIOn goods and servIces m the penod of 12 months WIth

respect to the level Included m the last change of pnces or the fee rate, set on the baSIS
of the announcements of the PreSIdent of Central StatIstIcs Office publIshed m the
OffiCIal Journal of the Repubhc of Poland 'Momtor PolskI' [m %],

x - correctIon coeffiCIent Includmg the planned Improvement of effiCIency of operatIOn of the
energy enterprIse m the penod of 12 months [m %]
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§ 181 Fee rates and pnces set In the tanff by the energy enterpnse shall be a basIS to
calculate the fees deternuned In the agreement on heat sale or In the agreement on rendenng
the transmISSIOn servIces or In the agreement on network connectIOn

2 Fee rates and pnces referred to In Item 1 shall be determ10ed for each group of customers

§ 191 Fee rates for network connectIOn referred to In § 7 Item 2 s 6 and Item 3 S 3 may be
dIfferentIated for the connectIons and heat networks constructed on the ground and under
ground and at the premIses, after detennInIng an Impact of the local condItIons - 10cludIng
area hne, type and destmanons of the ground, type of pavement, apphed technology, reqUIred
protectIon and other factors - to the level of the urntary costs referred to In § 12 Item 3

2 Fee rates for network connectIon referred to 10 Item 1, shall be updated together With the
change of plans referred to 10 § 10 Item 3, beIng a baSIS to determ10e the JustIfied costs of
modernIsatIOn and development

3 The energy enterpnse carryIng out the economIC actIVIty 10 scope of transmISSIon and
dIstnbutIOn of heat shall record the costs Incurred and detenn10e real costs of heat networks
connectIon In a way so as to make pOSSIble reVISIon of the planned unItary costs and fee rates
referred to In Item 1 and 2

§ 20 1 The amount of fees detenn10ed In the agreement on heat sale or 10 the agreement on
rendenng the transmISSIon servIces shall be calculated accord1Og to the follow1Og rules

1) annual fee for the ordered heat capaCIty - shall be a product of the heat capaCIty ordered by
the customer and the pnce for the ordered heat capaCIty for a gIven group of customers, such
fee IS collected 10 12 monthly 1Ostalments,

2) fee for the heat supphed - shall be a product of the amount of the heat supplIed set on the
baSIS of the readIngs of 1OdicatIOns of the measurement and settlement system and the heat
pnce for the gIven group of customers, such fee IS collected every month when the heat IS
supphed,

3) fee for heat carner - shall be a product of the amount of heat camer set on the baSIS of the
1Odications of the measurement and settlement system, supphed to fill In and complement ItS
defiCIenCIes In heat networks and heat-receIver InstallatIOns, as well as the pnce ofheat camer
for a gIven heat network, the fee IS collected every month when the heat Camer IS supphed,

4) subscnber fee - shall be a product of the number of connectIOns conductmg heat to the heat
substances In the butldmgs of the customer and the subscnber fee rate, such fee IS collected
every month when the mVQlce IS drawn up,

5) fee for transmISSIon servIces - shall be a product of the heat capaCIty ordered by the
customer m the finanCIal year and the fee rate for the transmISSIon servIces for a gIven group
of customers, such fee IS collected m 12 monthly mstalments,

6) fee for dIsconnectIOn and connectIOn of the heat supply addItIonally ordered by the
customer - shall be a product of the number of connectIons where the heat supply was
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dIsconnected or connected and the fee rate for dIsconnectIon or connectIon of the heat supply
to the connectIon,

7) fee for addItIonally ordered by the customer reVISIon of correctness of IndIcatIons of
measurement and settlement system - shall be a product of the number of measurement and
settlement systems and the fee rate for addItIonal reVISIOn,

8) fee for the technIcal servIce - shall be a sum ofthe products of
a) specIfic kInds of servIces provIded by the technIcal servIce and fee rates for the specIfic
kmds of servIces proVIded
b) transport dIstance and fee rate for transport of the technIcal servIce,

9) fee for other servIces or actIvItIes performed upon order of the customer - shall be a sum of
products of the amount of specIfic kmds of servIces or actIVItIes and fee rates for the specIfic
kmds ofservIces or actIVItIes performed

2 The amount of fees determmed m the agreement on network connectIOn shall be calculated
accordmg to the followmg rules
1) unless the agreement on connectIOns stIpulates otherwIse, the fee for network connectIOn
shall be collected before startmg the heat supply and shall be a sum of fees for connectIOns,
for performance of pathways of connectIOn through the walls and for development of the heat
network, the amount of whIch shall be calculated accordIng to the followmg rules
a) fee for the connectIOn - shall be a product of the length of the connectIOn and fee rate for
such connectIon,
b) fee for performance of pathways of connectIons through the walls - shall be a product of
the number of the specIfic kmd of pathways through the walls performed and fee rates for
such pathways,
c) fee for the development of the heat network shall depend upon the partICIpatIon of the
customer m loadmg the sectIOns of the network, through WhICh the heat carner IS supplIed to
the connectIon performed for such customer, as well as shall be a product of calculatIOn
mtensIty of flow of the heat camer for the connectIOn and fee rate for development of the
speCIfic sectIOns of the heat network whIch conduct heat to the connectIon,

2) m case of the heat networks where the heat carner IS water, the energy enterpnse carrymg
out the economIC actIVIty m scope of transmISSIon and dIstnbutIon of heat may apply the
lump fees the amount of whIch shall be dependent upon the nommal dIameter of the pIpelIne
conductmg the heat carner to the heat substance, lump fees may be applIed for
a) a connectIon, when the length of the connectIon does not exceed 5 metres,
b) performance ofthe pathway ofthe connectIOn through the wall,
c) development of the heat networks when the calculatIOn IntenSIty of water flow In the
connectIOn does not exceed 0,25 m3/h,

3) If the energy enterpnse carrymg out the economIC actIVIty m scope of transmISSIOn and
dIstnbutIOn of heat collects from the customers the lump fees referred to In s 2 letter a) and
the length of the connectIon exceeds 5 metres, the fee for such connectIOn covers the lump fee
and the addItIonal fee for every commenced metre of connectIon over 5 metres, unless the
agreement on connectIOn stIpulates otherwIse,
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4) If at the premIses of the heat substance there IS Installed, on the account of the customer,
the prefabncated heat substance eqUipped by the producer WIth the measurement and
settlement system and eqUipment regulatmg the mtensIty of heat carner flow, fee for
connectIOn should be reduced by the cost of theIr purchase and assembly,

5) a sum of the fees collected from the customers for development of the heat networks
referred to m s 1 letter c) may not exceed 70% ofthe total mvestments determmed m the plan
referred to m art 20 of the Act for development of the heat network related to the connectIOn
ofcustomers to such network

§ 21 1 In case ofa group heat network to whIch the heat-receIver mstallatlons owned by more
than one customer are connected, the fees collected from the speCIfic customers shall be
calculated accordmg to the follOWIng rules

1) annual fixed fee for the ordered heat capaCIty shall be calculated as the product of the heat
capaCIty ordered by the customer and the pnce for the ordered heat capaCIty for the customers
supplIed from the group substance,
2) fee for heat supplIed for heatmg shall be calculated accordmg to the formula

0 00 = Qwgo x Cwg x 0 00 0 50

or 0 00 = QwgO x Cwg x Goo Gso

where the speCIfic symbols shall mean
0 00 - fee for the heat supplIed for heatmg calculated for a gIven customer,
QwgO - heat amount supplIed to the group substance for heatmg determmed on the baSIS of the

readmgs of the mdIcatIOns of the measurement and settlement system mstalled m the
heat network [m GJ or m Mwh],

Cwg - heat pnce supplIed to the group substance [m PLN/GJ or In PLNIMWh),
Qoo - heat amount supplIed for heatmg to the bUlldmgs operated by the customer determmed

on the baSIS of the readmgs of the mdIcatIOns of heat meters mstalled m such bUIldmgs
[m GJ or m Mwh],

Qso - heat amount supplIed for heatmg to all bUIldmgs supplIed from the group substance
determmed on the baSIS of the readmgs of mdIcatIOns of heat meters mstalled m such
bUlldmgs [m GJ or m Mwh],

Goo - amount of the heat carner supplIed for heatmg to the bUIldmgs operated by the customer
determmed on the baSIS of the readmgs of mdicatIOns of the flow meters mstalled m
such bUIldmgs [m m3

),

Gso - amount of the heat carner supplIed for heatmg to all buIldmgs supplIed from the group
substance determmed on the baSIS of the readmgs of mdIcatIons of the flow meters
mstalled m such bUIldmgs [m m3

)

3) fee for heat supphed for heatmg the water supply system water shall be calculated as
follows

where the specIfic symbols shall mean
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ocwo - fee for heat supplIed for heatmg the water supply system water calculated for the
customer,

Qwgow - amount of heat supplIed to the group substance for heanng the water from water
supply system determmed on the basIs of the readmgs of the mdIcanons of the metenng
and settlement system mstalled m the heat substance [m OJ or m Mwh],

Cwg - heat pnce supplIed to the group substance [m PLN/OJ or m PLNIMWh],
Ocwo - amount of the hot water used m the bUIldmgs operated by the customer determmed on

the baSIS of the readmgs of the mdIcanons of the flow meters mstalled m such bUIldmgs
[mm3

],

G scwo - amount of the hot water used m all bUIldmgs supphed from the group substance
determmed on the baSIS of the readmgs of the mdIcatIOns of flow meters mstalled In

such bUIldmgs [m m3
]

4) fee for the heat carner shall be calculated accordmg to the formula

where the followmg symbols shall mean

Ono - fee for the heat carner calculated for the customer,
Onwg - amount of the heat carner supplIed to the group substance for fillIng m the heat reVIser

mstallatIOns supplIed from thIS substance and complementmg the water defiCIencIes m
such mstallatIOns [m m3

],

Cn - pnce of the heat carner supphed to the group substance [m PLN/m3
],

Noo - heat capaCIty ordered by the customer for heatmg of all bUIldmgs supplIed from the
group substance of the bUIldmgs he operates [m MW],

Nowg - heat capaCIty ordered by the customers for heatmg all bUIldIngs supplIed from the group
substance [In MW],

5) subscnber fee shall be calculated as the product of the number ofbUIldmgs operated by the
customer and the subscnber fee rate,

6) fee for connectIOn to the group heat substance to the heat network set accordmg to the rules
detenmned m § 20 Item 2 shall be dIvIded mto the speCIfic customers m proportIOn to theIr
partIcIpatIon m loadmg of the group heat substance accordmg to the formula

where the specIfic symbols shall mean
Opo - fee for connectIOn calculated for the customer,
Opwg - fee for the connecnon of the group heat substance to the heat network,
No - ordered heat capaCIty for the bUIldmgs operated by the customer [m MW],
Nwg - ordered heat capaCIty for all bUIldmgs supplIed from the group substance [m MW]

2 Settlements for the water from water supply system heated In the group substance shall be
made accordmg to the rules determmed m the separate agreement whIch may be concluded
between the customers and the enterpnse
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1) supplymg water from the water supply system to the bmldmgs supplIed from the group
substance,

2) energy enterpnse carrymg out the economIC actIVIty m scope of transmISSIOn and
dIstnbutIOn of heat WhICh purchases the water from water supply system heated m the group
substance from the entetpnse supplymg cold water from the water supply system to the
buIldmgs supplIed from such substance

§ 22 1 The customer shall make aVaIlable free of charge to the energy enterpnse carrymg out
the economIC actIVIty m scope of transmISSIon and dIstnbutIon of heat, the premIses of the
heat substance and shall cover other costs related to Its mamtenance unless the agreement on
heat supply stipulates otherwIse

2 If the customer or a group of customers request that the agreement on heat sale contam a
provlSlon to make avaIlable agamst payment the premIses of the heat substance and payment
for other costs related to ItS maIntenance, the related fees shall be the costs referred to m § 10
Item I S I and 2 for the energy entetpnse carrymg out the economIC actIVIty m scope of
transmISSIon and dIstnbutlon of heat, mcurred by such enterpnse for heat supply to a given
customer or group ofcustomers,

§ 23 I The fee With respect to cofinancmg by the energy enterpnse of undertakmgs and
servIces aImed at reductIOn of heat use for the customer, bemg and economIC JustIficatIOn to
aVOId constructIon or development of heat sources, shall be set on the baSIS on the mdIvldual
calculatIOns accordmg to the provIsions contamed m the separate agreement

2 The fee WIth respect to the cofinancmg by the energy enterpnse of the undertakmgs related
to the development of unconventIOnal energy sources shall be set on the baSIS of the separate
calculatIOns In the case that such costs may not be covered With the mcome from heat sale
generated m the unconventional sources

3 In case of Imposmg the oblIgatIOn upon the energy enterpnse to purchase heat from the
unconventIOnal sources, Includmg renewable ones, the JustIfied costs of purchase of such heat
shall be set accordmg to the rules determmed In the provIsIons pubhshed accordmg to the art
9 Item 4 of the Act

§ 241 In the JustIfied cases resultmg from the non-typIcal condItIons of heat supply, and In
partIcular, from concludmg the agreement on heat sale for the lImIted penod, the energy
enterpnse carrymg out the economIC actIVIty m scope of generatIOn of heat or the energy
enterpnse carrymg out the economIC actIVIty m scope of transmISSIon and dIstrIbUTIon, may as
requested by the customer, make settlements m WhICh mstead of the pnce for the ordered heat
capaCIty and heat prIce referred to m § 7 Item lsI and 2 and Item 2 S 1 and 2, there shall be
only apphed the heat pnce calculated accordmg to the formula

where the followmg symbols shall mean
Cc=heat pnce for a gIven group ofcustomers [m PLN/GJ or m PLNIMWh],
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Ceo - pnce for the ordered heat capacIty [m PLNIMW] for customers of a sImIlar character of
heat supply the settlements WIth whIch are carned out upon applyIng the pnce for the
ordered heat capaCIty and heat pnce,

N - heat capaCIty ordered In the preVIOUS finanCIal year by the customers ofa SImIlar character
of heat demand the settlements WIth whom are made upon applyIng the pnce for the
ordered heat capaCIty calculated as the anthmenc average of the heat capaCIty ordered
by such customers m the subsequent 12 months of the preVIOUS finanCial year, In case
that due to the connectmg or dIsconnectIng the bUIldmgs or due to the agreements
between the partIes, the ordered heat capaCIty [In MW] changed m the preVIOUS
finanCial year,

Ceb - heat pnce for the customers of the SImIlar character of heat demand the settlements WIth
whom are made upon applyIng the pnce for the ordered heat capaCIty and heat pnce [m
PLN/GJ or m PLNIMWh],

Q - heat amount supplIed m the preVIOUS fmancial year to the customers of the SImIlar
character of heat demand the settlements WIth whom are made upon applyIng the pnce
for the ordered heat capaCIty and heat pnce [In GJ or Mwh]

2 The heat fee shall be the product of the amount of heat supplIed set on the baSIS of the
readIngs of IndIcatIOns of measurement and settlement system and the heat pnce for a gIven
group of customers referred to In Item 1, the fee IS collected every month when the heat
supply took place

§ 25 The energy enterpnse WhICh does not hold the lIcense or IS exempt by the PreSIdent of
the Energy Regulatory Authonty from the oblIgatIon to submIt tanffs for approval shall draw
Up the tanff accordmg to the rules determIned m the Act and the OrdInance, and shall
Implement It upon concludIng agreements WIth the speCIfic customers after the day on whtch
the MmIster ofFInance WIthdraws from settIng the heat tanffs

§ 26 In the case of the new establIshed energy enterpnses or undertakIng new kmd of
economIC actIVIty by the eXIstIng enterpnses In scope of heat supply. a baSIS to determIne the
UnItary costs referred to In § 12-14 and 30 shall be the costs planned m the first finanCIal year

2 The energy enterpnse referred to In Item 1 shall be oblIged, withm two month after
termInatIng the first finanCIal year, to reVIse the unItary costs and the pnces and fee rates set
on theIr baSIS

Chapter 3
Tariff calculatIon and rules of settlements In heat trade

§ 27 1 The energy enterpnse carrymg out the economIC actIVIty In scope of transmISSIon,
dIstnbutIOn and heat trade shall make settlements WIth

1) energy enterpnse carrymg out the economIC actIVIty m scope ofgeneration, proceSSIng and
storage of heat, sellIng heat from the heat network operated by the energy enterpnse carryIng
out the economIC actIVIty m scope of transmISSIon. dIstnbutIon and heat trade.

2) customer connected to the heat network operated by the energy enterpnse carryIng out the
economIC actIVIty In scope of transmISSIon, dtstnbutIOn and trade of heat.
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3) energy enterpnse carrymg out the economIC actIVIty m scope of heat trade, whIch uses the
transmISSIon servIces rendered by the energy enterpnse carrymg out the economIc actIVIty m
scope oftransmISSIOn and dIstnbutIOn ofheat,

4) customer purchasmg heat dIrectly from the energy enterpnse carrymg out the economIC
actIVIty m scope of generatIOn, processmg and storage of heat and usmg the transmISSIOn
servIces rendered by the energy enterpnse carrymg out the economIC actIVIty m scope of
transmISSIOn and dIstnbutIon of heat,

2 The energy enterpnse carrymg out the economIC actIVIty exclUSIvely m scope of heat trade
shall make settlements WIth

1) energy enterpnse carrymg out the economIC actIVIty m scope of generatIon, processmg and
storage of heat, sellmg heat to the energy enterpnse whIch carnes out the economIC actIVIty m
scope of heat trade and wmch supphes heat to the heat network operated by the energy
enterpnse carrymg out the economIC actIVIty m scope of transmISSIon and dIstnbutIon of heat

2) energy enterpnse carrymg out the economIC actIVIty m scope of transmISSIon and
dIstrIbutIOn of heat, rendenng the transmISSIon servIces for the energy enterpnse carrymg out
the economIC actIVIty m scope of heat trade,

3) customer usmg the sefVlces rendered by the energy enterpnse carrymg out the economIC
actIVIty m scope of heat trade

§ 28 The energy enterpnse carrymg out the economIc actIvIty m scope of transmISsIon,
dIstrIbutIOn of trade of heat shall apply m the settlements the follOWIng fees

1) subscnber fee - bemg a product of the number of connectIons conductmg heat to the heat
substances m the bUlldmgs of the customer and subscnber fee rate, the fee IS collected every
month when the mVOIce IS drawn up,

2) fee for the transmISSIOn servIces - bemg a product of the heat capaCIty ordered by the
customer m the finanCIal year and fee rate for the transmISSIon servIces for a gIVen group of
customers, such fee IS collected m 12 monthly mstalments,

3) other fees set m the tanff accordIng to the rules as determmed m chapter 2 of the Ordmance
unless the agreement on heat sale stIpulated otherwIse, and m partIcular, the fees for
a) connectIOn to the heat network,
b) dIsconnectIon and connectIon ofheat supply addItIonally ordered by the customer,
c) reVlSlon of the correctness of mdIcations of the measurement and settlement system
addItIonally ordered by the customer,
d) techmcal emergency servIces,
e) other servIces or actIVItIes performed upon order of the customer or the energy enterpnse
carrymg out the economIC actIVIty m scope ofheat trade

4) fees calculated on the baSIS of pnces set for a gIven heat network by the energy enterpnse
carrymg out the economIC actIVIty m scope of generatIon, processmg and storage ofheat
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a) annual fixed fee for the ordered heat capacIty - bemg a product of the heat capacity y
ordered by the customer and pnce for the ordered heat capacIty, the fee IS collected m 12
monthly mstalments,
b) fee for the heat supphed - bemg a product of the heat amount supphed to the heat
substances supplymg the bUIldmgs operated by the customer set on the basIs on the readmgs
of IndIcatIons of measurement and settlement systems mstalled m such substances and heat
pnces, such fee IS collected every month when the heat was supplIed,
c) fee for the heat carner - bemg a product of the amount of such carner set on the baSIS of
mdIcatIons of heat meter mstalled In the place determmed m the agreement on heat sale and
the pnce of heat camer, such fee IS collected every month when the heat camer supply took
place

§ 29 In case of a group heat substance to whIch the heat receIver mstallatIOns are connected
owned by more than one customer, the fees collected from specIfic customers shall be
calculated accordmg to the followmg rules

I) annual fixed fee for the ordered heat capacIty shall be calculated as the product of the heat
capacIty ordered by the customer and the pnce for the ordered heat capacIty set by the energy
enterpnse carrymg out the economIC actIVIty m scope of heat generatIOn for a gIven heat
network,

2) fee for heat supplIed for heatIng shall be accordmg to the formula
0 00 = QwgO x Ccs x Qoo Qso
or 0 00 =QwgO x Cos x Goo Gso

where the followmg symbols shall mean
0 00 - fee for heat supplIed for heatmg calculated for a gIven customer,
QWgO - amount of heat supplIed to the group substance for heat10g determmed on the basIs on

read10gs of mdIcatlOns of the measurement and settlement system mstalled m the heat
substance [m GJ or m Mwh],

Ccs - heat pnce supplIed to the group substance [In PLN/GJ or 10 PLNIMWh],
Qoo - heat amount supplIed for heatmg to the bmdlmgs operated by the customer determmed

on the basIs of the readmgs of mdIcatIOns of heat meters mstalled m such bUlldmgs [m
GJ or m Mwh],

Qso - heat amount supplIed for heatmg to all bUIldmgs supplIed from the group substance
determmed on the basIS of the readmgs of the mdlcatIOns of heat meters Installed m
such bUIldmgs [m GJ or m Mwh],

Goo - amount of the heat carner supplIed for heatmg to the bUIldmgs operated by the customer
determmed on the basIs of the readmgs of mdIcatIons of flowmeters mstalled m such
bUIldmgs [m m3

],

Gso - amount of the heat carner supplIed for heatmg to all bUIldmgs supplIed from the group
substance determmed on the basIS of readmgs of mdIcatIOns of flowmeters mstalled m
such bUIldmgs [m m3

]

3) fee for heat supplIed for heatmg of water from water supply system shall be calculated
accordmg to the formula
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where the folloWIng symbols shall mean
Ocwo - fee for heat supplIed for heatIng the water supply system water calculated for a gIven

customer,
Qwgew - heat amount supphed to the group substance for heatIng the water supply system water

determmed on the basIS of the readmgs of mdtcanons of the measurement and
settlement system Installed In the heat substance [In OJ or In Mwh]

Ces - pnce of heat supplIed to the group substance [m PLN/OJ or m PLN/MWh],
Gewo - amount of the hot water used m the bUIldmgs operated by the customer determmed on

the baSIS of the readmgs of IndIcatIOns of flow meters mstalled m such bUIldIngs [m m3
],

Gsewo - amount of the hot water used m all bUIldmgs supplIed from the group substance
determmed on the basIS of the readmgs of mdications of flow meters mstalled m such
bUIldmgs [m m3

],

4) fee for the heat carner shall be calculated accordmg to the formula

where the followmg symbols shall mean
Ono - fee for the heat carner calculated for the gIven customer,
Gnwg - amount of the heat carner supplIed to the group substance for fillIng m the heat receIver

mstallatIons supplIed from such substance and complemetmng the water defiCIenCIes m
such mstallatIOns [m m3

],

Cn - pnce of the heat carner set by the energy enterpnse carrymg out the economIC actIVIty m
scope of generatIon, processmg and storage of heat for the gIven heat network [m
PLN/m3

],

Noo - heat capaCIty ordered by the customer for heatmg the bUIldmgs he operates [m MW],
Nowg - heat capaCIty ordered by the customers for heatIng of all bUlldmgs supplIed from the

group substance [m MW],
5) subscnber fee shall be calculated as the product of the number of buIldmgs operated by the
customer and subscnber fee rate,
6) fee for transmISSIOn servIces related to heat supply for heatmg shall be calculated accordmg
to the followmg formula

where the followmg symbols shall mean
Opu - fee for transmISSIOn servIces related to the heat supply for heatmg calculated for the

customer,
Cp - fee rate for the transmISSIon servIces for a gIven group of customers [m PLN/MW],
Noo - heat capaCIty ordered by the customer m the finanCIal yeat for heatmg of the bUIldIngs he

operates [m MW],
7) fee for the transmISSIon servIces related to heat supply for heatIng the water from the water
supply system shall be calculated accordIng to the follOWIng formula

where the follOWIng symbols shall mean
0ewpu - fee for transmISSIon servIces related to the heat supply for heatIng the water from water

supply system calculated for a gIVen customer,
Cp - fee rate for the transmISSIOn servIces for a gIven group ofcustomers [In PLN/MW],
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Ncwo - heat capacIty ordered by the customer In the financIal year for heatIng the water from
the water supply system [In MW]

8) fee for connectIOn of the group heat substance to the heat network set accordmg to the
pnnclples set m § 20 Item 2, shall be dIVIded Into the speCIfic customers In proportIon to theIr
partIcIpatIOn In loadIng the group heat substance accordIng to the formula

where the follOWIng symbols shall mean
Opo - fee for connectIOn calculated for the customer,
OpWg - fee for connectIOn of the group heat substance to the heat network,
No - ordered heat capaCIty for the bwldIngs operated by the customer [In MW],
Nwg - heat capaCIty ordered by the customers for all bwldIngs supplIed from the group

substance [m MW]

§ 30 I The energy enterpnse carryIng out the economIC actIVIty In scope of heat trade shall
apply In the settlements the subscnber fees beIng a product of the number of connectIOns
conductIng the heat to the heat receIver InstallatIons In the bwldmgs of the customer and the
subscnber fee rate - collected every month where the InVOIces are drawn up and the followmg
kInds of fees whIch are set

1) by the energy enterpnse carryIng out the economIC actIVIty In scope of generatIon,
processmg and storage ofheat
a) annual fixed fee for the ordered heat capaCIty - beIng a product of the heat capaCIty ordered
by the customer and the pnce for the ordered heat capaCIty, such fee IS collected In 12
monthly mstalments,
b) fee for the heat supplIed - beIng a product of the amount of heat supplIed to the heat
substances supplyIng the bwldmgs operated by the customer set on the baSIS of the readIngs
of the IndIcatIOns of the measurement and settlement systems mstalled In such substances and
the pnce of heat, such fee IS collected every month when the heat was supplIed,

2) by the energy enterpnse carryIng out the economIC actIVIty In scope of transmISSIon and
dlstnbutlOn ofheat
a) fee for the heat carner - bemg a product of the amount of such carner supplIed to fill In and

complement the defiCIencIes of heat carner In the buIldmgs of the customer set on the baSIS of
the heat meter Installed In the place determIned m the agreement on rendenng the
transmISSIon servIces and pnce of the heat carner set by the energy enterpnse carrymg out the
economIC actIVIty m scope of generatIOn, proceSSIng and storage of heat, such fee IS collected
every month when the heat carner IS supplIed,
b) fee for the transmISSIOn servIces - beIng a product of the heat capaCIty ordered by the
customer In the finanCIal year and the fee rate for the transmISSIon servIces for the gIVen group
ofcustomers, such fee IS collected In 12 monthly Instalments,

3) m the tanff of the energy enterpnse carrymg out the economIC actIVIty In scope of
transmISSIon and dlstnbutIon of heat accordIng to the rules determIned In chapter 2 of the
Ordmance unless the agreement on rendenng the transmISSIon servIces stIpulated otherwIse,
and In partIcular the fees for
a) dIsconnectIOn or connectIOn the heat supply addItIonally ordered by the customer,
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b) reVISion of correctness of mdIcatIOns of the measurement and settlement system
addloonally ordered by the customer,
c) technIcal emergency services,
d) other servIces or aCOVIoes performed upon order of the energy enterpnse carrymg out the
economIC acoVIty m scope ofheat trade

2 Umtary costs referred to m § 12 Item 1 bemg a basIs to set the subscnber fees referred to m
Item 1 shall be calculated as the quooent of the Jusofied costs m scope of readIngs of
mmcaoons of measurement and settlement systems and water meters In the heat substances,
makmg calculaoons of dues and drawmg up InVOICeS, as well as the costs related to the
collectIOn of dues from the customers and the number of connectIOns to the bUIldIngs
pertammg to the customers, on behalf of whom the energy enterpnse carryIng out the
economic activity In scope ofheat trade concluded agreements on heat sale

§ 31 The energy enterpnse makmg settlements In heat trade shall separate In the mVOIce
drawn up to the customer the fees calculated on the basiS of pnces or fee rates set by such
enterpnse and fees set by other energy enterpnse With WhICh It makes settlements m the heat
trade

§ 32 I In case of non-fulfilment by the partIes ofprovlSlons of the agreement on heat sale, the
amount of the fees shall be set accordIng to the rules as determmed In the Ordmance unless
the agreement on heat sale stIpulates otherwise

2 In case of non-fulfilment by the seller of qualIty standards of servIce to the customers or
non-fulfilment of proVISIons of the agreement by the customer, settled In the measured
system, the amount of the fees shall be set accordmg to the follOWing rules

1) If the seller
a) mcreased the calculated mtensity of flow of the heat camer and exceeded Its allowed
deVIatIOn Without change of proVISIons of the agreement, Its assumed a calculated IntenSIty of
flow of heat carrIer to calculate the amount of fees for the amount of the heat supplIed and
ordered heat capaCIty,
b) reduced the calculatIon mtensIty of flow of the heat CarrIer and exceeded Its allowed
deVIatIOn Without a change of prOVISIOns of the agreement, It IS assumed a reduced IntenSIty of
flow to calculate the amount of fees for the amount of the heat supplIed and ordered heat
capacity,
c) Increased the temperature of the supplIed heat CarrIer and exceeded Its allowed deVIatIons
WIthout a change of proVISIons of the agreement, It IS assumed a temperature of the heat
CarrIer WhICh IS conform to the prOVISIons of the agreement to calculate the amount of the fees
for the amount of the heat supplIed,
d) reduced the temperature of the supplIed heat CarrIer and exceeded ItS allowed deVIatIon
WIthout a change of the proVISIOns of the agreement, It IS assumed a reduced temperature of
the heat camer to calculate the amount of fees for the amount of heat supplIed,

2) If the customer
a) mcreased the calculatIOn Intensity of flow of the heat camer and exceeded Its allowed
deVIatIon Without a change of prOVISIOns of the agreement, It IS assumed an Increased
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mtenSIty of flow of the heat carner to calculate the amount of fees for the amount of the heat
supplIed and ordered heat capacIty,
b) reduced the calculatIOn mtensity of flow of the heat carner and exceeded Its allowed
deViatIOn WIthout a change of prOViSIons of the agreement, then to calculate the amount of
fees for
- amount of heat supphed - the reduced mtensity of flow ofthe heat carner IS assumed
- ordered heat capaCIty - the calculated mtensity of flow ofthe heat carner IS assumed
c) mcreased the temperature of the returned heat carner and exceeded Its allowable deViatIOn
Without change of provIsIons of the agreement, It IS assumed a temperature of the heat camer
WhICh IS conform to the proVISIons of the agreement to calculate the amount of the fees for the
amount ofthe heat supphed,
d) reduced the temperature of the returned heat camer, to calculate the amount of fees for the
amount ofthe heat supplIed, the follOWing factors are assumed
- temperature of heat carner ~onform to the prOVISIons of the agreement - m case that the heat
and power are produced m cogeneratIOn,
- reduced temperature of the heat carner - m other cases

3 ReVISIon of fulfilment of qualIty standards of customer servIces by the seller and fulfilment
of the prOViSIons of the agreement by the customer IS made on the basIS of the average
mtensity of flow and temperature ofthe heat carner
1) for 24 hours - when the heat camer IS water,
2) for 24 hours when the heat carner IS steam
4 The average mtenSIty of flow and temperature ofheat carner referred to m Item 3 shall be a
basIS to set the amount of fees referred to m Item 2

§ 33 1 In case of damage or revealmg the mcorrect mdicatIOns of the measurement and
settlement system, the amount of fees m the penod of lack of correct measurement of the
amount of heat supphed, shall be set accordmg to the rules detenmned m the Ordmance
unless the sale agreement stIpulates otherwIse

2 In case of damage of the measurement and settlement system referred to m Item 1 the
amount of heat supplIed m the penod of lack of correct measurement of the heat supphed
shall be calculated accordmg to the followmg formula

where the followmg symbols shall mean
Qb - amount of heat supplIed m the penod of lack of correct measurement [m GJ or m Mwh],
Qow - amount of heat suplIed accordmg to the atmosphenc condItIOns for heatmg and

ventllatIon m the settlement penod before the damage caused to the measurement and
settlement system [m GJ or m Mwh],

Qcwt - the amount of heat supphed regardless the atmosphenc condItIons for heatmg the water
supply system water or for technologIcal purposes m the settlement penod before the
damage to the metenng and settlement system [m GJ or m Mwh],

1w - calculated temperature of the heated premIses [m °C],
tb - the average external temperature m the penod of lack of correct measurement of the

amount of the heat supphed [m 0c],
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to - the average external temperature In the settlement penod before damage caused to the
measurement and settlement system [In 0q,

hb - number ofdays when there was no correct metenng of the amount of the heat supplIed,
ho- number ofdays In the settlement penod before damage to the measurement and settlement

penod

3 In case of revealmg the mcorrect mdlcatIOns of the measurement and settlement system
referred to In Item 1, there shall be mtroduced the correctlon of readIngs of IndIcatlons of such
system agreed by the partIes, and If It IS not possIble to determme such correctIOn, the heat
amount supplIed In the penod of Incorrect mmcatIOns of the measurement and settlement
system shall be calculated as determIned In Item 2

4 If It may not be determmed a number of days In the penod when there was no correct
measurement of the amount of the heat supplIed, the amount of the heat supplIed IS calculated
startmg from the day of commencement of the settlement penod untll the day of removal of
the revealed lITegulantles

5 The customer shall have the nght to request from the seller to reVIse the correct IndIcatIons
of the measurement and settlement system referred to In Item 1, and m the case of revealmg a
damage to such system or mstallatIOn of seals or the mcorrect operatIOn, shall be oblIged to
notlfy fOrthWIth the seller

6 The request or notIficatIon referred to In Item 5 shall not exempt the customer from the
oblIgatIOn to pay the current dues for the servIces ofheat supply

7 The seller shall be obhged to
1) reVIse WIthIn 3 days SInce the day of notIficatIOn by the customer, correct mdicatIOns of the
measurement and settlement system In the place of ItS Instalment,

2) dIsassembly If needed or If requested by the customer, the measurement and settlement
system put mto quesuon and test It m the laboratory,

3) submIt to the customer the mInutes of reVISIon of the measurement and settlement system 
wlthm 14 days SInce the day of reVISIOn of ItS correct operatIon,

4) made an appropnate correctIon of the calculatIOn of the due payment - WithIn 14 days SInce
the day of mInutes delIvery

8 The customer shall cover the costs of testIng the measurement and settlement system In
case that the testmg was made upon request of the customer and no IndICaUOn error more than
that detennIned In the regulations was revealed for a gIven category of accuracy nor other
defects whIch cause an Incorrect operatIOn of such system

§ 34 In case of non-fulfilment by the seller of proVISIOns of the agreement In scope of
deadlmes to start and complete to supply the heat for heatIng and the planned dIsconnectIons
In heat supply In the summer season, the customers are entItled to the reductIon of the amount
ofwhIch IS set In the follOWing way, unless the agreement on heat sale stIpulates otherwIse
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1) If the commencement or termmatIOn ofheat supply for heatmg was delayed wIth respect to
the establIshed qualIty standards of customer servIce, the reductIOn shall be 1130 of the
monthly fee for the ordered heat capacIty for the bUlldmgs where the delay took place - for
each commenced 24 hours of the delay,

2) If the planned dIsconnectIOn m heat supply m the summer season was longer than the
establIshed qualIty standard of customer servIce the reductIon shall be 1/30 of the monthly fee
for the ordered heat capacIty for the bUlldmgs where the dIsconnectIOn m heat supply was
prolonged - for each commenced 24 hours of the prolongement of such dIsconnectIOn

§ 35 I If the seller fulfils the qUalIty standards of the customer servIce determmed m the
separate prOVlSIons, the heat capaCIty supplIed to the customer may not be lower than that
resultIng from the allowable deVIatIons of the calculated mtenslty of flow and temperature of
heat carner supplIed from the heat source to the heat network or from the heat network to the
heat substance, as well as the temperature of the heat carner returned from the heat substance
to the heat network or from the heat network to the heat source

2 Unless the agreement on heat sale stIpulated otherwIse, It IS assumed as allowable reductIon
of heat supply a reductIOn ofthe heat capaCIty whIch IS m the calculatIon condItIons

1) upon heat supply to the heat network
a) up to 7% - when the heat carner IS hot water,
b) up to 10% - when the heat carner IS steam

2) upon heat supply to the heat substance
a) up to 10% - when the heat carner IS hot water,
b) up to 17% - when the heat carner IS steam

3 In case that non-fulfilment of prOVISIOns of the agreement by one party causes damages or
mcrease of costs mcurred by the second party, there shall be applied accordmgly the dIscount
set accordmg to the rules set m Item 4 or m Item 5 unless the agreement on heat sale stIpulates
otherwIse

4 Unless the agreement on heat sale stIpulates otherwIse, as reductIon In heat supply there
shall be assumed reductIOn of the heat capaCIty whIch IS 40%, and the dIscount referred to m
Item 3 shall be calculated accordmg to the followmg formula

1) upon settlements accordIng to the pnces for the ordered heat capaCIty and heat pnce
Su = Sum + Sue
Sum =0,25 [No (Tz-Tp) (Tzo - Tpo) + Newt - Nd] X Ccngx ~ 365
Sue = 0,4 X Qn X Ceg
Qn = 3,6 [No (Tz- Tp) (Tzo - Tpo) + Newt - Nd] X 24 X ~

2) upon settlements accordmg to the heat pnces
Su = 0,34 X Qn X Ce

where the follOWIng symbols shall mean
Su - total dIscount for reductIOn III heat supply,
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Sum - dISCOunt for the supplIed heat capacIty,
Sue- dIscount for the not supplIed heat,
No - heat capacIty ordered by the customer for heatIng, ventIlatIOn dependmg upon the
atmosphenc condItIOns [m MW],
Newt - heat capacIty ordered by the customer for heatmg the water for technologIcal purposes
regardless the atmosphenc condItIons [m MW],
Nd - heat capaCIty supplIed to the customer m the penod of reductIons m heat supply [m MW],
Tz - average temperature of water supplIed from the heat sources to the heat network or from
heat network to the heat substance WIthm one month or other settlement penod [m °C],
Tp - average temperature of water returned from the heat substance to the heat network or
from the heat network to the heat source withm one month or In other settlement penod [In
0C],

Tzo - temperature of water supplIed from the heat source to the heat network or from the heat
network to the heat substance m the calculated conditIons [In 0 C],
Tpo - temperature of water returned from the heat substance to the heat network or from the
heat network to the heat source m the calculated condItIOns [m°C],
~ - number of days when the reductIOns In heat supply took place,
Qn - amount of heat not supplIed to the customer due to reductIOns m heat supply [m OJ or In
Mwh],
Ceng - pnce for the heat capaCIty ordered by a gIven group ofcustomers [In PLN/MW],
Ceg - pnce of heat upon settlements accordIng ot the pnces for the ordered heat capaCIty and
heat pnces - for a gIven group of customers [m PLN/GJ or In PLNIMWh],
Ce - heat pnce upon settlements accordIng to the heat pnces - for a gIven group of customers
[m PLN/GJ or m PLN/MWh]

5 Unless the agreement on heat sale stIpulates otherwIse, a disconnectIon of the heat supply
shall be reductIOn of heat capaCIty over 40%, and the dIscount referred to In Item 3 shall be
calculated accordIng to the follOWIng formula
1) upon settlements accordmg to the pnces for the ordered heat capaCIty and heat pnces
Su = Sum + Sue
Sum = 0,5 [No (Tz-Tp) (Tzo - Tpo) + Newt - Nd] X Cengx ~ 365
Sue = 0,8 X Qn X Ceg
Qn = 3,6 [No (Tz- Tp) (Tzo - Tpo) + Newt - Nd] X 24 X ~

2) upon the settlements accordmg to the heat pnces
Su = 0,68 x Qn X Ce

where the followmg symbols shall mean
Su - total dISCOunt for reductIOn In heat supply,
Sum - discount for the supplIed heat capaCIty,
Suc- dIscount for the not supplIed heat,
No - heat capaCIty ordered by the customer for heatmg, ventIlatIOn dependmg upon the
athmosphenc condItIOns [m MW],
Newt - heat capaCIty ordered by the customer for heatIng the water from the water supply
system or for technologIcal purposes regardless the atmosphenc condItIons m [MW],
Nd - heat capaCIty supplIed to the customer m the penod ofreducnons m heat supply [m MW],
Tz - average temperature of water supplIed from the heat sources to the heat network or from
heat network to the heat substance withm one month or other settlement penod [m 0C],
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Tp - average temperature of water returned from the heat substance to the heat network or
from the heat network to the heat source wIthm one month or m other settlement penod [m
0C].
Tzo - temperature of water supplIed from the heat source to the heat network or from the heat
network to the heat substance m the calculated conchtIOns [m ° C],
Tpo - temperature of water returned from the heat substance to the heat network or from the
heat network to the heat source m the calculated condItIOns [m°C],
~ - number ofdays when the reductIOns m heat supply took place,
Qn - amount of heat not supplIed to the customer due to reductIOns III heat supply [Ill GJ or m
Mwh],
Ceng - pnce for the heat capacIty ordered by a gIven group ofcustomers [m PLNIMW],
Ceg - pnce of heat upon settlements accordIng ot the pnces for the ordered heat capaCIty and
heat pnces - for a gIven group ofcustomers [m PLN/GJ or In PLN/MWh],
ee -heat pnce upon settlements accordmg to the heat pnces - for a gIven group of customers
[m PLN/GJ or m PLNIMWh]

6 Unless the agreement on heat sale stIpulates otherwIse and the customer dId not fulfil the
prOVISIons of the agreement, and the seller had

1) dIsturbances m the operatIOn of heat source or the heat network or the dIsturbances In the
heat supply to other customers - the customer shall be oblIged to pay to the seller the
addItIonal payment m the sum eqUIvalent to 11180 of the annual fee for the ordered heat
capaCIty for every commenced 24 hours when the dIsturbances took place,
2) the power produced m cogeneratIOn WIth heat was reduced - the customer shall be oblIged
to pay to the seller the adchtIOnal fee m the sum eqUIvalent ofthe 1/80 of the annual fee for the
ordered heat capaCIty for every commenced 24 hours, when the dIsturbances took place

7 Dlsconnectlons or reductIOns In heat supply referred to m Item 4 and 5 and dIsturbances or
reductIOn of productIOn of power referred to In Item 6 shall reqUIre confirmatIOn m the
mmutes endorsed by the seller and customer or theIr authonsed representatIves

8 If the representatIve of one party does not come to the place and on tIme agreed to draw up
the mmutes referred to In Item 7, the mmutes may be drawn up by one party The mmutes
shall be a baSIS to take proceedmgs and clmm dISCOunts, as well as other clmms referred to m
Item 4-6

§ 36 1 In case of Illegal draWIng of heat by the customer, the seller may collect the mcreased
fees m double pnces and fee rates determmed In the tanff for the gIven group of customers
unless the agreement on heat sale stIpulates otherwIse

2 Increased fees referred to m Item I, shall be calculated for all penod of proved Illegal
draWIng of heat not covered by the explfatIon ofvalIdIty

§ 37 I In case that the heat IS drawn WIthout concluchng the agreement on heat sale, the
customer shall charge upon the person drawmg heat the fees for the Illegal draWIng of
capacIty and heat five tImes the value of pnces and fee rates determIned In the tanff for the
customers of a SImIlar character of heat demand
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2 Fees referred to m Item shall be calculated for all penod of proved heat draWIng not
covered by the expIratIOn penod

Chapter 4
Prmclples of settlements WIth the mdividual customers at the premIses

§ 38 1 Costs of heat purchase supplIed to the bUIldIngs or generatIOn of heat In the local
boIler house not sItuated m the bUlldmgs shall be covered by the mdlvidual customers at the
premIses sItuated m such bUIldmgs

2 The admmistrator of the bUlldmgs shall set pnces and fee rates and shall collect fees for
space heatmg and heatmg of the usable waterresultlng from the costs referred to m Item 1

§ 391 Settlements WIth the mdividual customers at the premIses for the heat supplIed for
heatIng and heatlng of the water from water supply system shall be made In the measured
system If there are mstalled m the bUlldmg

1) m case of heat purchase supplIed form the heat network - eqUlpment
a) allowmg to determme the amount ofheat supplIed to the DH mstallatlon,
b) necessary for mdivIdual settlement of heatmg costs of speCIfic premIses,
c) for measurmg the amount ofheated water from the water supply system used m the speCIfic
premIses or consumptIOn pomts,

2) m case of generatIOn of heat m the local boder house sItuated III the bUIldIngs - the
eqUlpment
a) necessary for mdIvIdual settlement of costs ofheatmg of the speCIfic premIses,
b) for measunng of the amount of heated water from water supply system whIch was used m

the speCIfic premIses or consumptlon pomts,

2 In case of mstallatIOn m the buddmg of eqUlpment allowmg for mdIvidual settlement of the
heatmg costs referred to m Item 1 s I letter a) and b), or the eqUlpment allOWIng for
mdivIdual settlement of costs of heatmg the water from water supply system referred to m
Item I s I letter c), the measured settlement system shall be applIed m the scope allowed by
the mstalled eqUlpment

§ 40 I Settlements referred to m § 39 are made upon applymg
1) m the bUlldmgs eqUlpped WIth the mstallatIOns of the DH and hot usable water - the fees
covenng
a) total fixed fee for heat supplIed to heatmg and heatlng of water from water supply system
collected dunng 12 months of the year,
b) vanable fee for heat supphed for heatmg - collected m the heatmg penod,
c) VarIable fee for heat supplIed for heatmg the water from water supply system - collected m
penod ofdrawmg the hot usable water,

2) m the bUIldmgs eqUlpped In DH mstallatlons - fees covenng
a) fixed fee for heat supplIed for heatmg - collected dunng 12 months of the year,
b) vanable fee for heat supplIed for heatmg - collected m the heatmg penod
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2 In case ofpurchase of heat supplIed from the heat network the share ofvanable fees In total
fees for heat supplIed for heatIng or for the heat supplIed for space heatmg and heatmg of
water from the water supply system referred to m Item I mcurred m the finanCIal year. shall
be set so as to ensure covenng the costs of heat supply to the buIldmgs m the subsequent
months of the finanCIal year

3 In case of generation of heat m the local boIler house SItuated m the bUIldmgs the share of
vanable fees m total fees for heat supplIed for heating or for heat supphed for heating or
heating the water from water supply system referred to m Item 1 Incurred m the finanCIal year
shall be set m the follOWIng way
1) ensunng the coverage of costs of heat generatIOn m the local boIler house In the subsequent
months of the finanCIal year,

2) giVIng an economIC stImul!JS for mdIvIdual customers at premIses for economIc use of heat
generated In the local boIler house, share of the vanable fees m the total fees referred to m
Item 1 Incurred m the finanCIal year should not be lower than 50% and not hIgher than 70%

4 A baSIS to set the fees for heat supplIed for space heatmg and for the heat supplIed for
heating the water from water supply system shall be
1) for the fees referred to m Item 1 s I letter a) and s 2 letter a) - area of the premIses for
whIch the fee for use ofsuch premIses IS set,

2) for the fees referred to m Item 1 s 1 letter b) and s 2 letter b)
a) mdIcatIOns of the heat meter mstalled at the branch of mstallatIOn of the DH to the specIfic
premIses,
b) mdIcatIOn of the flowmeter Installed at the branch of InstallatIOn of DH to the specIfic
premIses,
c) mdIcatIOn of costs allocators Installed at the heaters III the specIfic premIses,
d) mdIcatIOn of other eqUIpment allowed to use by the authonsed UnIts,

3) for the fees referred to m Item 1 s 1 letter c)
a) mdIcatIons of the flow meter mstalled at branch of mstallatIOn of hot usable water to the
specIfic premIses, measunng the amount of the heated water from water supply system used
m such premIses,
b) mdIcatIOns of the flowmeters mstalled at the pomts of drawmg the hot usable water at the
specIfic premIses measunng the amount of the heated water from water supply system used m
such premIses,
c) IndIcatIOns of other eqUIpment allowed to use by the authonzed umts measunng the amount
of the heated water from the water supply system used at the specIfic premIses,

5 The readmgs of the eqUIpment referred to III Item 4 s 2 and 3 shall be made once a year
after termmatIOn of the heatmg season In deadlInes determmed by the admInIstrator of the
buIldIng

6 ReadIngs of mdIcatIOns of the eqUIpment referred to m Item 4 s 3 shall be a baSIS to set the
fee for heated water from the water supply system If such fee was not collected upon
settlements for cold water from the water supply system supplIed to the buIldmg
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§ 41 1 The amount of fees referred to § 40 Item 1 shall be set accordmg to the followmg
rules
1) fixed fee for heat supplIed for space heatmg and for heat supplIed for heatIng the water
from the water supply system accordmg to the followmg formula

where the followmg symbols shall mean
0u - monthly fixed fee for a gIven premIses for the heat supplIed for space heatmg and heat
supplIed for heanng the water from water supply system,
0bo - m case of
- heat purchase - a sum of fees referred to m § 20 Item 1 s 1 and s 3-9 mcurred m a gIven
month by the admmistrator of the bmldmg WIth respect to heat supply to the DH mstallatIOns
m such bmldmg
- heat generatIOn m the local bOller-house sItuated m the bUIldmg - fixed costs mdependent
from the amount of the heat supplIed, mcurred m a gIven month by the admInIstrator of the
bUIldmg due to heat generatIon supplIed to the mstallanons ofDH m the bUIldmg,
Dow - m case of
- heat purchase - a sum of fees referred to m § 20 Item 1 s 1 and s 3-9 mcurred m a gIven
month by the admInIstrator of the bmldmg due to heatmg the water from water supply system
m thIS bmldmg
- generatIOn of heat m the local boIler house Situated m the bmldmg - fixed costs mdependent
from the amount of the heat supplIed mcurred m a gIven month by the admmlstrator of the
bmldmg due to heatmg ofwater from the water supply system m thts bmldmg,
Pzu - area of the premises for WhICh a monthly fixed fee for heat IS set supplIed for space
heatmg and heatmg of the water from the water supply system [m m2

],

Pzo - sum of the area of all premIses m the bmldmg for whIch the monthly fixed fees are set
for space heatIng and heatmg the water from the water supply system [m m2

],

2) varIable fees for heatmg are set accordmg to the followmg formula
a) If the mdIVldual settlement IS made on the baSIS of the readmgs of mdlcatIOns of heat
meters or flowmeters mstalled at branches of DH mstallatIOns to the speCIfic premIses

where the followmg symbols shall mean
Oou - monthly VarIable fee for the given premIses for heat supplIed for heatIng,
0 02 - m case of
- heat purchase - fee mcurred m a gIVen month by the admmIstrator of the bUlldmg calculated
as a product of the heat pnce for a given group of customers and the amount of heat supplIed
to the DH mstallatIon m thiS bmldmg,
- heat generation m the local boIler house SItuated m the bUlldmg - vanable costs dependent
upon the amount of the heat supphed mcurred m a gIven month by the admlmstrator of the
bmldmg due to heat generatIOn supphed to the DH mstallatIons m thIS bmldmg,
Qu - readmg of the mdlcatIons of heat meter mstalled at the branch of DB mstallatIon to a

gIVen premIses [m GJ or m kWh],
Gu - readmg of the mdIcatIOns of flowmeter mstalled at the branch of DB mstallatIOn to a

gIven premises [m m3
],
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Qoo - a sum of readIngs of the IndIca1Jons of heat meter Installed at the branches of DH
Installa1Jon In all premIses In a gIven buIldIng [In GJ or In kWh],

Goo - a sum of readIngs of the IndIcatIOns of the flowmeters Installed at the branches of DH
InstallatIOn to all premIses In a gIven bUIldIng [In m3

],

b) If the IndIVIdual settlement IS made on the basIs of readIngs of IndIcatIOns of cost allocators
Installed In the heaters In the speCIfic premIses

where the follOWIng symbols shall mean
lu - a sum of readIngs of the IndIcatIOns of costs allocators mstalled In the heaters In a gIven

premIses [number of scales or dIgItal readIng],
100 - a sum of readIngs of mdlca1Jons of cost allocators Installed In the heaters In all premIses

In a gIven buIldmg (number of scales or dIgItal readIng),
Oou - monthly vanable fee for a gIven premIses for heat supplIed for hea1Jng,
Ooz - In case of
- heat purchase - fee Incurred In a gIven month by the admInIstrator of the bUIldIng calculated
as a product of heat pnce for a gIven group of customers and amount of heat supplIed to the
DH InstallatIOn In the bUIldIng,
- heat generatIOn In the local boIler house sItuated In the buIldIng - vanable costs dependent
upon the amount of the heat supplIed mcurred m a gIven month by the admInIstrator of the
bUIldIng due to heat generatIOn supplIed to the DH mstallatIon m thIS bUIldmg,
c) If the mdIvIdual settlement IS made on the basIs of the readIngs of mdIcatIons of other
eqUIpment admItted to use by the aUthonsed umts, the monthly vanable fee for heatIng shall
be calculated for a gIven premIses accordmg to rules referred to m letter a) and b),
3) vanable fees for heatmg the water from the water supply system are set accordIng to the
followmg formula
a) If the mdIvIdual settlement IS made on the baSIS of readIngs of mdIcatIOns of flow meteres
mstalled at the branches of hot usable water mstallatIons to the specIfic premIses

where the follOWIng symbols shall mean
0u" - monthly varIable fee for gIven premIses for heat supplIed for heatmg the water from
water supply system,
Ozw - In case of
- heat purchase - fee for heat mcurred m a gIven month by the admInIstrator of the bUIldmg
calculated as a product of the heat pnce for a gIven group of customers and amount of heat
supplIed for hea1Jng the water from water supply system In thIS bUIldmg,
- generatIon of heat m the local bOIler house sItuated In the buIldIng - vanable costs dependent
upon the amount of heat supplIed mcurred m a gIven month by the admInIstrator of the
buIldmg due to heat genera1Jon supplIed for heatIng the water from water supply system In
thIS bUIldmg,
Gu - readIng of the mdIcatIOns of flowmeter mstalled at the branches of mstallatlon of hot

usable water m gIVen premIses [In m3
],

Gow - a sum of readmgs of mdIca1Jons of flowmeters mstalled at the branches of mstallatIOn of
hot usable water In all premIses In a gIven bUIldIng [m m3

],
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b) If the mdIVIdual settlement IS made on the basIs of readmgs of 1OdIcatlons of flow meters
mstalled m the po1Ots of draWIng the hot usable water m specIfic premIses

where the followmg symbols shall mean
Gpu - a sum of readmgs of IndIcatlons of flow meters mstalled In pomts of drawmg the hot

usable water m gIven premIses [m m3
],

Goo - a sum of readIngs of Indicatlons of flow meters mstalled m pomts of drawmg the hot
usable water m all premIses In a gIven bulldmg [m m3

],

Ouw - monthly vanable fee for a gIven premIses for heat supplIed for heatIng the water from
water supply system,

Ozw· m case of
• heat purchase - fee for heat Incurred In a gIven month by the admInIstrator of the bUIldmg
calculated as a product of the heat pnce for a gIven group of customers and amount of heat
supplIed for heatlng of water from the water supply system 10 thIS bUIldmg,
• heat generatIOn In the local boller house sItuated m the bulldmg - vanable costs dependent
upon the amount of the heat supphed mcurred In a gIven month by the admInIstrator of the
bUIldmg due to heat generanon supplIed for heanng the water from water supply system 10
thIS bUIldmg,
c) If the mdIvIdual settlement IS made on the basIS of read10gs of mdIcatIOns of other
eqUIpment admItted to use by the authonsed UnIts, the monthly fee for heat supphed for
heatmg the water from water supply system shall be calculated for gIven premIses accordIng
to the rules referred to 10 s 3 letter a) and b)

2 In case of change of use of premIses 10 the penod between subsequent read10gs of
1OdicatIOns of eqUIpment referred to m Item 1 s 2 and 3 and In § 40 Item 4 s 2 and 3 an
addITIonal readIng should be made to set the 1OdIcatIOns of such eqUIpment before the user of
thIS premIses changes Accord1Og to the addItIOnal reading, there shall be calculated the
amount of fee paId by the eXlstmg user of the premIses The new user of the premIses shall be
oblIged to pay the fee calculated on the baSIS of the next readmg made m the planned term

§ 42 In case of group heat substance, to whIch the heat receIver 1OstallatIOns are connected to
several bUIldmgs, the amount of fees referred to m § 41 Item 1 Incurred m a gIVen month by
the admInIstrator of the bUIldmg mdependent from the amount of the heat supphed, as well as
fees for heat supphed for space heatmg and heat10g the water from water supply system used
10 speCIfic bUIldmgs, shall be set accordmg to the rules as determmed 10 § 21 Item 1 and 2,

§ 43 1 Settlements WIth the IndIVIdual customers at premIses should be made m a way so as
to the amount of fees for the speCIfic premIses IS set mcludmg the dIfferences m a gIven
bUIldmg WIth respect ot the amount of heat losses resultmg from the dIfferent locatIon of
premIses m such bUIldIng

2 If there are premIses WIth mcreased heat losses In the bmldmg, resultmg from theIr
locatIOn, In the measured settlement system the appropnate correctIOn coeffiCIent are apphed
so as to the amount of fees collected from the mdIvIdual customers at premIses depends upon
the amount of temperature at premIses, and not upon the mcreased heat losses due to
penetratIOn of heat through the walls
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3 CorrectIon coeffiCIents referred to Item 2 shall be set on the basIS of
1) currently bmdmg nonns and rules of calculatIOn of heat losses as a result of penetratIOn of
heat through the walls

2) efficIency of heaters Installed In speCIfic premIses,

3) data concermng the settlements With the IndIVIdual customers at premIses m the preVIOUS
years

4 CorrectIon coeffiCIents referred to In Item 2 must not be apphed m case that
1) the appropnate lower fees are collected for use of premIses With the mcreased heat losses
(rent fees) or If the pnce of purchase of such premIses was reduced accordIngly,

2) heat losses In the bUIldmg are very low, WhICh shall make that the dIfferences m fees for
heatIng the gable wall and corner wall rooms and premIses SItuated between other premIses
are so InsIgmficant, that they have no mfluence upon fees mcurred by the users of such
premIses

§ 44 I If the heat receIver mstallatIons In the bUIldmg have no eqUipment referred to m § 39,
the settlements WIth the mdividual customers at premIses for heat supplIed for space heatmg
or heatmg the water from the water supply system shall be made In the lump system

2 Settlements referred to m Item I shall be made when applymg the lump fees for heat
supplIed for space heatmg and heatmg of the water from water supply system, such fees are
collected dunng 12 months of the year

3 A baSIS of settlements referred to m Item 2 shall be
1) for settmg the lump fees for heat supphed for space heatmg - area ofthe premIses for WhICh
the fee for use of premIses IS set,

2) for settmg the lump fees for heat supplIed for heatIng the water from the water supply
system
a) area of the premIses for whIch the fee for use of premIses IS set, or
b) number of persons reSIdent at the premIses,

4 The amount of fees referred to m Item 2 and 3 shall be set accordmg to the followmg rules
I) lump fee for heatIng shall be set accordIng to the follOWing fonnula

where the followmg symbols shall mean
Ouo - monthly lump fee for heat supphed for heatIng calculated for gIven premIses,
Oooc - m case of
- heat purchase - total fees determmed m § 20 Item 1 mcurred m a gIven month by the
admmistrator of the bUIldmg due to heat supply to the DH mstallatIons m thIS buddmg,
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- heat generation m the local bOller-house sItuated m thIS bwldmg - total fixed and vanable
costs mcurred m a gIven month by the admInIstrator of the bmldmg due to heat generatIon
supplIed to the DH mstallatIOns m thIs bmldmg,
Pu - area ofthe premIses for winch the lump fee for heat supplIed for heatmg [m m2

] IS set,
Po - a sum of area of all premIses m the bmldmg for whIch the fees for heat supplIed for

heatmg [In m2
] IS set,

2) lump fee for heatIng the water from water supply system may be set accordmg to the
followmg formula

where the followmg symbols shall mean
aU" -monthly fee for heat supplIed for heatmg the water from water supply system calculated
for gIven premIses,
00wc - In case of
- heat purchase - total fees determmed In § 20 Item 1 Incurred In a gIVen month by the
admInIstrator of the bmldmg due to heat supply for heatIng water from the water supply
system m thIS bUIldmg,
- heat generatIOn m the local bOIler house SItuated In the bUIldIng - total fixed and vanable
costs Incurred In a gIven month by the admInIstrator of the bUIldIng due to heat generatIon
supphed for heating the water from water supply system In thIs bUIldmg,
Lu - a number of persons reSIdent In gIven premIses,
Lo - a number ofpersons reSIdent In all premIses m a gIven bUIldmg,
Pu - area of the premIses for whIch the lump fee for heatmg IS set [In m2

],

Po - a sum of areas of all premIses m the bmldmg for whIch the fees for heat supphed for
heatmg [m m2

] are set

§ 45 I In case of group heat substance to whIch the heat receIver InstallatIons are connected
m several bwldmgs, the amount of total fees mcurred by the admmsitrator of the bUIldmg In a
gIven month referred to m § 44 Item 4, for heat supphed for heatmg purposes of the speCIfic
bUIldmgs and fees for heat supplIed for heatIng the water from water supply system used In
speCIfic bmldmgs, shall be set accordmg to the rules determmed In § 21 Item 1 and 2 WIth
provlSlon of Item 2 and 3

2 The annual fixed fee for ordered heat capaCIty calculated accordIng to the rules determmed
m § 21 Item 1 s 1 shall be dIVIded mto the annual fixed fee for the ordered heat capaCIty for
heanng pwposes and the annual fixed fee for the ordered heat capaCIty for heating the water

3 DIVISIon referred to m Item 2 shall be made accordmg to the followmg formula

where the followmg symbols shall mean
0nb - annual fixed rate for the ordered heat capaCIty for the gIVen buIldmg,
0nbo - annual fixed fee for the ordered heat capaCIty for the heatIng purposes,
0nbcw - annual fixed fee for the ordered heat capaCIty for heatIng the water from the water
supply system
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§ 46 1 If the operatIOn of the heat substance and heat receIver InstallaTIons or only the heat
substance IS m charge of the energy enterpnse carryIng out the economIC actIVIty m scope of
transmISSIOn and dIstnbutIOn of heat, the related costs are Included m the pnce for the ordered
heat capaCity and the pnce of heat or the fee rate for the transmISSIon servIces

2 In the case referred to In Item 1, the admimstrator of the bwldIngs shall not Include the
costs of operatiOn of the heat substance and heat receIver InstallatIOns In the fees collected for
operatiOn of such bUlldmg

3 If the operatIOn of heat substance or heat receIver InstallatIOns or only the heat receIver
InstallatIOns IS m charge of the admInIstrator of the bUIldIng the related costs are not mcluded
upon settmg the fees referred to m § 41 and 44

4 In the case referred to m Itc;m 3, the admInIstrator of the bUIldIng shall not mclude the costs
of operaTIon of the heat substance and heat receIver mstallaTIons m the fees collected from the
mdivIdual customers m premIses and heaTIng the water from the water supply system

5 The costs of operaTIon of heat substance and heat receIver mstallatIOns mcurred by the
admInIstrator ofthe bUIldmg shall be the costs ofoperatIOn of the bUIldIng Included m the fees
for use ofpremIses sItuated m thIs bUIldmg

§ 47 In case that the premIses or several reSIdentlal premIses sItuated m the buddmg or
housmg bwldmg have the separated DB and hot usable water mstallatlons, the settlement for
space heatIng and heatmg of water from the water supply system WIth the users of such
premIses shall be made m the measured settlement system referred to In §39-43

§ 48 1 Lump settlements WIth the mdlVldual customers at premIses shall be made so as to the
amount offees IS set mcludmg dIfferences In a gIven buddmg WIth respect to the amount of
1) heat losses at premIses resultmg from dIfferent destmatIOn of the premIses,
2) use of the heated water from the water supply system dependent upon the destmatIOn of the
premIses
2 The correctiOn coeffiCIents detennmed on the baSIS of the settlements m the measured
system made WIth the mdivIdual customers m SImIlar bmldmgs should be applIed for lump
settlements

§ 49 In case of damage of the eqUIpment the mdIcatIOns of whIch are a baSIS to set the
amount of fees collected from mdIvidual customer at the premIses to calculate the amount of
such fees, the mdicatIOns ofsuch eqUIpment m the comparable prevIOUS penod are assumed

§ 50 1 The admimstrator of the bUIldmg shall dIVIde between the mdIvIdual customers at
premIses In proportIon to the area of premises the obtamed mcome from reductIOns, dISCOunt
and other fees for non-fulfilment by the energy enterpnse of the prOVISIons of the agreement
of heat sale or agreement on rendenng the transmISSIon servIces

2 ReductIOns, dISCOuntS or other fees referred to m Item 1 may be mcluded, upon agreement
of the mdividual customers at premIses, Into future fees for heat supphed for heatmg and
heatmg of the water from the water supply system

35



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

§ 51 1 IndIvIdual customers at premIses are entItled to the dIscount In fees for heat supplIed
for space heatmg and heaTIng of the water from water supply system If due to the faulty
operaTIon of the heat receIver mstallaTIons
1) temperature at the premIses IS lower than the calculaTIon temperature determIned m
separate provIsIOns of the bIndIng PolIsh regulatIons,

2) temperature of the heated water from water supply system IS lower than 45°C In the
consumptIon POInt

2 DISCOuntS referred to In Item 1 shall be determIned on the basIS of the bIndIng electrIcIty
pnce for the households In the tanfffor 24 hours for the follOWIng amounts
1) m the case determmed m Item 1 s 1 the admiIDstrator of the bUIldmg shall grant to the
IndIVIdual customer at the premIses, the dISCount for the commenced 24 hours of under
heatIng In the sum bemg an egwvalent of
a) 15 kWh of power, If the reductIon of temperature at the premIses dId not exceed 2°C WIth
respect to the calculatIon temperature,
b) 30 kWh of power If reductIon of temperature at the premIses exceeded 2°C With respect to
the calculatIon temperature,

2) m the case determmed In Item 1 s 2 the admmistrator of the bUIldmg shall grant to the
mdiVIdual customer at the premIses the dISCOunt for every commenced 24 hours m whIch the
hot usable water temperature was reduced In the amount eqUIvalent to
a) 10 kWh of power If the temperature ofwater was not lower than 40°C,
b) 25 kWh of power If the temperature ofwater was lower than 40°C

§ 52 1 Fee calculated and collected from the mdividual customers at premIses and the
reductIOns, dISCOunts and other fees referred to m § 40-51 shall be a baSIS to settle annual
costs ofheat supply In the bUIldmg

2 Settlement referred to m Item 1 IS made In the penod set by the admmistrator of the
bwldIng and mcludes companson of the costs he mcurred, related to the purchase or
generatIOn of heat for heatmg purposes or heatmg of water from the water supply system, as
well as the fees collected from the IndIVIdual customers at the premIses

3 If as a result of the settlement made referred to In Item 1 and 2, there IS a dIfference
between costs mcurred by the admmistrator of the bUIldIng and fees collected from the
mdividual customers at the premIses, such dIfference IS Included upon settIng the amount of
fees for the next finanCIal year

Chapter 5
TransitIOnal and final provIsions

§ 53 1 In case of the lack of measurement and settlement systems necessary to apply the
measured settlement system, It IS allowed to apply the settlements m the lump system With the
customers untIl the energy enterpnse carryIng out the economIC actIVIty m scope of
transmISSIOn and dIstrIbutIon of heat has Installed the necessary measurement and settlement
systems
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2 The system of lump settlement referred to m Item 1 IS based on the lump contractual pnces
applIed by the energy enterpnse carrymg out the economIC actIVIty m scope of transmISSIOn
and dIstnbutIon of heat before the day ofentenng mto force of the Ordmance

3 Fees collected by the seller m the system of lump settlements shall be calculated on the
basIS ofpnces referred to m Item 2 whIch are base fee rates for thIS system of settlements

4 Fee rates bemg a basIS for calculate the amount of lump fees referred to m Item 3 shall be
adjusted to the vanable economIC condItIons accordIng to the rules determmed m § 17 Item 1

5 The entItles applymg the system of lump settlements shall be obliged to
1) apply the measured settlement system, after mstallatIOn of the necessary mesunng and
settlement system,

2) mtroductIOn of necessary changes m the agreement on heat sale resultIng from applIcatIOn
of the measured settlement system

6 The system of lump settlements referred to m Item 1~3 may be apphed not longer than untd
September 30, 1999

§ 54 1 The energy enterpnse may develop the first tanff on the baSIS of the JustIfied costs
mcurred m the penod of last 12 calendar months precedIng the preparatIOn of the tanff

2 Upon settmg the first tanff accordmg to the rules as determIned m § 14, due to the
protectIOn of mterests of customers, the energy enterpnse may not mcrease the last apphed
pnces and fee rates more than 15% WIth prOVISIon of Item 4

3 If the energy enterpnse upon settmg the first tanff mtroduces new kInds of pnces and fee
rates than the last apphed, then the average mcrease of pnces and fee rates Included m such
tanff may not be hIgher than that determmed m Item 2

4 The energy enterpnse where the JustIfied costs of carrymg out the economIC actlvity
concernmg the heat supply m the last finanCIal year were hIgher than mcome obtamed thereof,
may mcrease the last apphed pnces and fee rates accordmg to the pnncIples determmed m art
45 Item 1 s 1 and 2 and art 45 Item 4 of the Act

5 ProVISIOns of Item 14 shall be apphed accordmg to the deCISIOn of the admInIstrator of the
bUIldmg

§ 55 1 If the protection of mterests of customers reqUIres thIS, the energy enterpnse may
gradually adjust the eXlstmg system of settlements and tanff to the reqUIrements and rules
detennmed m thIS Ordmance, and m partIcular, apply the average
1) costs of modermsatlon and development of the dIspersed sources and heat networks
operated by one energy enterpnse, If thIS makes pOSSIble to concentrate the resources for
ImplementatIOn of the modernIsatIOn and development mvestments, With an Impact upon the
mcrease of effiCIency of energy use and enVIronmental protection, and m partIcular, those
lImIting the pace of mcrease offees mcurred by the customers,
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2) fee rates and pnces for the dIspersed sources and heat networks operated by one energy
enterpnse, If thIs makes pOSSIble to reduce the drastic mcrease of fees mcurred by the
customers supplIed wIth heat from the low efficIency heat sources or from heat sources, m
whIch the expenSIve fuels must be applIed

2 Adjustment of the eXlstmg systems of settlements and tanffs referred to m Item I to the
requIrements and rules determmed m thIS Ordmance, shall be In the penod not longer than 3
years smce the day ofentenng mto force of the Ordmance

§ 56 The Ordmance enters mto force after the lapse of 14 days SInce the day of Its
promulgatIOn

Mmlster ofEconomy J Stemhoff
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1002

ORDINANCE OF THE MINISTER OF ECONOMY

ofDecember 3, 1998

ON DETAILED PRINCIPLES OF SHAPING AND CALCULATING TARIFFS AND
PRINCIPLES OF SETTLEMENTS IN ELECTRICITY TRADE, INCLUDING THE

SETTLEMENT WITH THE INDIVIDUAL CUSTOMERS AT PREMISES

Accordmg to art 46 of the Act of Apnl 10, 1997 - Energy Law (Dz U [Journal of
Laws No 54, Item 348 and No 158, Item 1042 and of 1998 No 94, Item 594 and No 106, Item
668) It IS decIded, as follows

Chapter 1

General provIsIons

§ I The Ordmance shall detennme detaIled pnnclples of

1) shapmg and calculatmg tanffs by the energy enterpnses carrymg out the economIC actIVIty
m scope of generatIOn, transmIssIon, dIstnbutIOn and trade ofelectncIty,

2) settlements In electnclty trade, IncludIng settlements With the IndIVIdual customers at
premIses

§2 Whenever the OrdInance refers to

1) act - shall mean the Act of Apnl 10, 1997 - Energy Law (Dz U No 54, Item 348 and No
158, Item 1042 and of 1998 No 94, Item 594 and No 106, Item 668),

2) generation enterpnse - shall mean the energy enterpnse carryIng out the economIC actIVIty
In scope of electnclty generatIon,

3) gnd enterpnse - shall mean the energy enterpnse carrymg out the economIC actIVIty In
scope of transmISSIOn and dIstrIbutIOn ofelectncIty,

4) trade enterpnse - shall mean the energy enterpnse carryIng out the economIC actlvIty
conSIstIng In the electnclty trade,

5) connectIon group - shall mean a group of entItIes connected to the gnd, classrfied as
follows

a) group I - entItIes connected dlIectly to the transmISSIon gnd,

b) group II - entInes connected dIrectly to the dIspatch gnd, of the rated voltage of 110 kV,
and the entItles connected to the dIspatch gnd, wmch reqUIre the electnclty supplIes of
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other parameters than the standard ones or the entities With own generatIOn umts co
operating With the gnd,

c) group III - entItles connected dIrectly to the dIspatch gnd, of the rated voltage hIgher than I
kV, but lower than liD kV,

d) group IV - entItIes connected dIrectly to the dIspatch gnd of the rated voltage not hIgher
than 1 kV and the connectIon power hIgher than 40 kW or rated current of the pre-metenng
protectIon m the current CIrcUIt hIgher than 63A,

e) group V - entitIes connected dIrectly to the dIspatch gnd of the rated voltage not hIgher than
1 kV and the connectIOn power not hIgher than 40 kW, and the current CIrCUIt of the pre
metenng protectIon not hIgher than 63 A,

-
f) group VI - entItles connected to the gnd for the lImIted penod of tune, regardless the rated

voltage of the gnd,

6) place of supply - shall mean the pomt In the gnd determIned In the connectIon agreement,
m the agreement on rendenng the transmISSIon servIces or m the agreement on electncIty
sale,

7) connectIOn - shall mean a sectIon of gnd or InstallatIOn for connectmg the eqUIpment,
mstallatIOns or gnd of the entIty connected to the gnd,

8) transmISSIon gnd - shall mean a gnd for transmISSIon and dIstnbutIOn of electncIty of the
voltage hIgher than 110 kV,

9) dIspatch gnd - shall mean a gnd for transmISSIOn and dIstnbutIon of electncIty of voltage
not hIgher than 110 kV,

10) power system - shall mean a gnd together With the connected eqUIpment for generatIon or
draWing the electnclty, co-operatIng on the pnncIples detenruned m the separated
provISIons, capable to keep durably the determmed parameters of relIabIlIty and quahty of
electncIty supplIes and fulfil bmdmg condItIons m co-operatIOn With other connected
systems,

11) measurement and settlement system - shall mean meters and other measurement or
settlement and measurement eqUIpment, as well as the systems of theIr mterconnectlons,
for dIrect or IndIrect measurement or settlements,

12) generatIon umt - shall mean a group of eqUIpment for electncIty generatIon, owned by the
energy enterpnse,

13) connectIOn capaCIty - shall mean the hIghest actIve power drawn or returned to the gnd,
determmed m the connectIOn agreement, agreement on electncIty sale or In the agreement
on rendenng the transmISSIon servIces,
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14) capacIty reserve - shall mean the capacIty of the generaTIon enTItles to undertake m
dIfferent penod of tIme generatIOn and supply of electnclty to the gnd, not used m the
gIven penod,

15) system servIces - shall mean servIces rendered to the gnd enterpnses by the generatIOn
enterpnse and other entITIes, necessary for a correct operatIon of the transmISSIOn or
dIspatch system, ensunng to keep the deternuned values of parameters of rehabIhty and
qualIty,

16) Jusufied costs - shall mean costs determmed by the energy enterpnse on the baSIS of the
prOVISIons of the act and thIS Ordmance, With due dIhgence aImed at protectIOn of
customer mterests and costs mlmmisatIon, necessary to fulfil oblIgatIOns resultmg from
the agreement on connectIOn to the power gnd, agreement on electncity sale or the
agreement on rendenng the transrmSSIOn servICes,

17) cross-subSIdIzatIOn - shall mean covenng the costs concermng one kmd of economIC
actIvIty or one group customers With the revenue denvmg from other kmd of economIC
actIVIty or from other group ofcustomers

Chapter 2

Prmclples of shapmg and calculatmg the tariffs

§ 3 The energy enterpnse shall shape the tanffs so as to ensure
1) comphance WIth the state energy polIcy gmdehnes, m partIcular, With the mvestment pohcy

and pncmg poltcy determmed m these gmdehnes, and other factors WIth an Impact upon
the level ofJustIfied costs, bemg a baSIS for settmg the pnces and fees,

2) protectIOn ofcustomer mterest agamst the un-Justlfied pnce level,

3) elImmatIOn ofcross-subSIdIzatIOn

§ 4 The energy enterpnse shall shape the tanffs accordmg to the scope of economIC actlvity
related to electrICIty supply, kmd of customers and character oftheIr electncity demand

§ 5 1 The tanff should, accordmg to the economIC aCTIVIty carned out by the energy
enterprIse, determme

1) speCIfic groups of customers,

2) kmds and amount ofpnces and fee rates, as well as condItIOns of then apphcatIOn,

3) reductIons, dISCOuntS and fees With respect to non-fulfilment by the partIes of condItIOns of
the agreement,

4) fees for Illegal electncity drawmg

3
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2 The energy enterpnse shall be oblIged to determIne the folloWIng pnnciples upon
calculatmg the pnces and fee rates

1) JustIfied costs of the economIC actIVIty, IncludIng the costs of modernIsatIOn and
development, as well as the envIronmental protection,

2) costs of co-finanCIng the undertakIngs and servIces mmed at reductIon of electnclty use for
the customer, beIng an economIC JustIficatIon to aVOId constructIOn or development of
energy sources or power gnds and the undertakIngs related to the development of
unconventIonal energy,

3) power and heat productIon m cogeneratIon, upon applymg a pnncIple of aVOIded cost,
equal to the cost of electnclty generatIon In the condensatIon power plants,

4) projected Improvement ofeffiCIency of operatIon ofenergy enterpnse

3 The energy enterpnse shall be oblIged to develop a tanff so as to allow the Interested
entItles to determIne on Its baSIS, the elements of the pnces for speCIfic scope of the economIC
actIVIty concernmg the customer supply m electnclty

§ 6 The energy enterpnse may collect from the customers the fees WIth respect to co
financmg of

1) the undertakIngs and servIces mmed at reductIOn of electnclty use for the customer, beIng
an economIC JustIficatIon to aVOId constructIon or development of the energy sources or
power gnds,

2) undertakIngs related to the development ofunconventIOnal energy

§ 7 I The fee for co-financIng by the energy enterpnse of undertakIngs and servIces mmed at
reductIOn of electncIty use for the customer, beIng an economIC JustIfication to aVOId
constructIon or development of energy sources, shall be set on the baSIS of the mdivIdual
calculatIons, accordmg to the proVISIons contaIned m the separate agreement

2 The fee for co-finanCIng by the energy enterpnse of the undertakIngs related to
development of the unconventIonal energy, shall be set on the basIS of separate calculatIOns,
In the event that such costs may not be covered WIth the revenue from sale of electnclty
generated In unconventIOnal sources

3 The costs of purchase of electnclty mcurred by the energy enterpnse from the
unconventional sources, Includmg the renewable ones, resultIng from the oblIgatIon of
purchase ofelectnclty from such sources, determmed In separate prOVISIOns, are JustIfied costs
of carryIng out the economIC actIVIty by the enterpnse

§ 8 The conditIons of applIcanon of pnces and fee rates determIned In the tanff are shaped
IncludIng the qualIty standards of customer servIce, stipulated In the agreement on electnclty
sale or In the agreement on rendenng the transmISSIOn servIces or In separate prOVISIons

4
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§ 9 1 The generatIon enterpnse shall set m the tanff

1) electncity pnces,

2) fee rates for power reserves,

3) fee rates for system servIces,

4) reducTIons, dISCOunts and fees for non-fulfilment of qualIty standards of customer servIce
and condItIons of the agreements,

5) fees for Illegal energy drawmg

2 The gnd enterpnse shall set m the tanff

1) fee rates for conneCTIon to the gnd,

2) fee rates for transmIssIon services,

3) reductIons, dISCOuntS and fees for non-fulfilment of qUalIty standards of customer servIce
and condItIons of the agreements,

4) fees for Illegal energy drawmg

3 The trade enterpnse shall set In the tanff

1) electnclty pnces,

2) rates of subscnber fees for readmgs of measurement and settlement systems and drawmg
up the mVOlces,

3) redUCTIons, dIscounts and fees for non-fulfilment of quahty standards of customer servIce
and conditIons of the agreements

§ 10 The generatIOn enterpnse shall calculate the follOWIng elements set In the tanff

1) electncity pnces - on the baSIS of the JustIfied costs of energy generatIOn,

2) fee rate for power reserves - on the baSIS of the JustIfied costs of constructIon, mamtenance
and operatIon of the power reserves,

3) fee rate for system servIces - on the basIS of the JustIfied costs ofrendenng such servIces

§ 11 The gnd enterpnse shall calculate the fee rates for gnd connectIOn referred to In § 9 Item
2 s I, takIng Into account the dIVISIon Into

1) fee rates for constructIOn of the connectIon heremafter referred to 'fee rates for the
connecTIon' ,
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2) fee rates for the gnd development, necessary for constructIon of the connectlOn, heremafter
referred to as 'fee rates for connectlOn development'

§ 12 1 The fee rates for connectIons, for specIfic kmds ofconnectlOns, shall be calculated as

I) fee rates for constructlon ofstandard elements of connectIon or

2) lump fee rates for constructIon of connectIOn calculated per umt of length of connectIon
and per umt ofconnection capaCIty

2 The fee rates for constructlOn of standard elements of connectIon for speCIfic kmds of
connectIons shall be calculated on the basIS of average Justified costs of constructIon of
speCIfic elements ofconnectIons m a gIven gnd enterpnse

3 In the event that the processmg of apphcatlOn for connectIon reqUIres other elements than
standard elements of connectIOn, condItIOns of constructlon of the connectIon and the amount
of fee for connectIon shall be deternuned m the connectIon agreement

4 The lump fee rate for constructIon of 1 metre of connectIon, calculated for a umt of
connectIon power for speCIfic kmds of connectIons, shall be calculated by the gIven gnd
enterpnse on the baSIS of the average cost of constructIOn of I metre of power hne, bemg an
element of such kmd ofconnectIon calculated per untt of actIve power

5 For speCIfic kmds of connectIons, the length of whtch shall not exceed 5 metres, there shall
be calculated a fee rate for the connectIon, calculated per umt of COlll1ectIOn power, heremafter
referred to as 'lump fee rate for typIcal connectIOn of the speCIfic kmd'

6 The lump fee rate for typIcal COlll1ectlOn of the speCIfic kmd, calculated per the umt of
connection power, shall be calculated on the baSIS of the average cost of constructiOn, by the
gIven gnd enterpnse, of speCIfic kmd of connection of length not exceedmg 5 metres,
calculated per the umt ofactIve power

§ 13 1 The fee rates for development of gnd shall be calculated, prOVIded that the fee set on
theIr basIS, shall only cover development of the gnd of the same voltage as the voltage at
whIch the connectlon IS made, necessary for constructIon of the connectIon

2 The fee rates for development of gnd for speCIfic voltages shall be calculated as the fee
rates for constructIon of standard elements of such gnd or as lump fee rates for development
of such gnd, calculated per umt of connectiOn power

3 The fee rates for constructIon of standard elements of gnd for specIfic voltages shall be
calculated on the baSIS of average JustIfied costs of constructIon of speCIfic elements of such
gnd m a gIven energy enterpnse

4 In the event that the processmg of the applIcatIon reqUIres other elements than standard
elements of the gnd, the condItIons of constructiOn of connectIOn and the fee for development
of the gnd shall be determmed m the connection agreement

6
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5 The lump fee rates for development of the gnd of low voltage shall be calculated on the
baSIS of the quotIent of the JustIfied costs of development of such gnd to the sum of
connection power resultIng from the plans of connectIOn of entItIes to the gnd of low voltage
owned by the gnd enterpnse

§ 14 The gnd enterpnse shall set the fee for connectIOn of the entIty to the gnd on the basIS of
fee rated for connection determmed ill the tanff, accordmg to

1) voltage of the gnd to WhICh the connectIon IS made,

2) kmd and length of the connectIon,

3) connectIOn capaCIty,

4) connectIOn group, mto whIch the connected entIty IS mcluded

§ 15 1 For the entItles mcluded mto the IV and V connectIOn group, connected to the gnd
prOVIded m the local plan of phySIcal plannmg, the fee for connectIon shall be set on the baSIS
of lump fee rates for the connectlon and the lump fee rates for the gnd development, WIth
provlSlon of § 12 Item 3 and § 13 Item 4

2 For the connectIOns exceedIng 5 metres of length, the fee for connectIon shall be a sum of
fees set on the baSIS of lump fee rate for typIcal connectIOn of the specIfic kmd and on the
baSIS ofthe lump fee rate for a part of the connectIOn exceedmg 5 metres of length

3 The fee for connectIon for speCIfic kmds ofconnectIons

1) of the length not exceedmg 5 metres shall be calculated accordmg to the followmg formula

where
Opr - fee for connectIOn expressed m PLN,
Spl - lump fee rate for typICal connectIOn of the speCIfic kmd, expressed In PLN per umt of

connectIon power,
Szr -lump fee rate for gnd development, expressed In PLN per umt ofconnectIOn power,
P - connectIOn power expressed m umts ofactIve capaCIty,

2) ofthe length exceedmg 5 metres shall be calculated accordmg to the followmg formula

where
Opr - fee for connectIOn expressed m PLN,
Spl - lump fee rate for typIcal connectIOn of the speCIfic kmd, expressed m PLN per umt of

connectIon power,
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Szp - lump fee rate for the connectIOn expressed In PLN per 1 metre of connectIon and the urnt
of connectIOn power,

Szr - lump fee rate for gnd development, expressed In PLN per urnt of connectIOn power,
D - length of the connectIOn expressed In metres,
P - connectIOn power expressed In UIlltS of actIve power

§ 16 I For the entItIes mcluded Into the connectIon groups I-III and VI the connectIOn fee
shall be set on the basIs of the real costs of constructIOn of the connectIOn, determmed m the
connectIon agreement

2 Cost of constructIOn of the connectIon referred to m Item 1, shall be set on the basIs of fee
rate determmed In the tanff, for constructIOn of standard elements of connectIon, fee rated for
constructIon of standard gnd elements and a number of elements, set on the baSIS of the
project of constructIon of the connectIOn and the scope of necessary development of gnd for
constructIon ofthe connectIOn, WIth prOVIsIon of § 12 Item 3 and § 13 Item 4

3 The amount of fee for gnd development, set on the baSIS of the fee rates for development of
standard elements of such gnd, shall depend upon the partICIpatIOn of the connected entIty m
usmg the capacIty transformer statIOns and power hnes provIded for supplymg the eqUIpment,
Installatlons or gnd of the connected entIty

4 Share of the connected entIty In use of the capacIty of trarlsformer statIOns and power hnes
referred to In Item 3

1) for the transformer statIOn - IS equal to the quotIent of the connectIon power determIned m
the connectIon condItIons, to the rated actlve power of transformer used or prOVIded to be
used by more than one entIty,

2) for the power hne - IS equal to the quotIent of the connectIon capaCIty determIned In the
connectIOn condItIons, to the actIve power whIch may be trarlsmItted by such hne

5 The connectlon fee referred to In Item 1 for the speclfic kmds of connectIOn shall be
calculated accordmg to the follOWIng formula

I m n

0ps = L SEt x nJ + ~I X Sll X DJ + L~l X SO
J=1 J=I J=1

where
Ops - rate for connectlOn expressed In PLN,
Set - fee rate for constructIOn of the standard element of the connectIon expressed m PLN per

element,
nJ - number of standard elements of the connectIOn used to connect the entIty,
kll - PartlCIPatlOn of the connected entIty In USIng the capaCIty of the power hne,
Sll - fee rate for constructIOn of 1 km of standard power hne expressed In PLN per 1 km of the

hne,
D

J
- length ofthe standard power hne expressed m km,

ku - partICIpatIOn of the connected entIty In USIng the capaCIty of the trarlsformer statIOn,
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Sn - fee rate for constructlon ofthe standard transformer statlon expressed m PLN per statIon,
I - number ofdIfferent standard elements ofthe connectIOn used to connect the entIty,
m - number of power hnes for development of the gnd of the same voltage as the voltage at

whIch the connectIOn IS made,
n - number of transformer stations for development of the gnd of the same voltage as that at

WhICh the connectIOn IS made

§ 17 1 The fee for connectIOns shall be collected once or m equal monthly mstalments WIthm
the penod not longer than 5 years

2 The condItIOns of collectmg the fee m mstalments referred to m Item 1, mcludmg the
coverage of the related costs, shall be determmed m the connectIOn agreement

§ 18 1 The fee rates for tranS!TIIssIon servIces shall be calculated

1) for specIfic levels of voltages of the gnd for rendenng such servIces,

2) takmg mto account the dIVISIon mto

a) substance fee rates for transmISSIon servIces, heremafter referred to as 'substance rates',

b) dIstance fee rates for transmISSIon servIces, heremafter referred to as •dIstance rates' ,

c) group fee rates for transmISSIon servIces, heremafter referred to as 'group rates'

2 For the calculatIOn purposes, referred to Item 1 s 1 the followmg levels of gnd voltages
shall be set

1) low - covenng the voltages not hIgher than 1 kV,

2) average - covenng the voltage hIgher than 1 kV and not hIgher than 30 kV,

3) hIgh - covenng the voltage hIgher than 30 kV and not hIgher than 110 kV,

4) the hIghest - covenng the voltage hIgher than 110 kV

3 The kInd of fee rates for the transmISSIon servIces beIng a baSIS for settIng the fee for such
servIce, shall be determmed In the agreement on rendenng the transmISSIon servIces, takIng
mto account the forms of electncIty trade, whIch concerns such servIce

§ 19 Substance rates shall be calculated as the two element rates With dIVISIOns mto the
follOWIng elements

1) fixed element of substance rate - calculated per connectIon power unIt or the maxImum
actIve power supplIed to the gnd or drawn from the gnd m the place of electncIty supply,

2) vanable element of substance rate - calculated per unIt of electncIty supplIed to the gnd or
drawn from the gnd In the place of supply
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§20 1 Substance rates shall be calculated for speCIfic places of eleCtrICIty supply, so as to
ensure an equal partICIpatIOn of entItles mtroducmg or drawmg the eleCtrICIty from the gnd of
a gIven voltage, m covenng the costs of tranSmISSIOn servIces

2 Upon calculatmg the substance rates, It IS assumed, that the electrIcIty mtroduced dlfectly
from the electrIcIty sources to the gnd of a gIven level of voltage, IS, first all, drawn from the
customers connected to the gnd

3 The fixed element of the substance rate shall be calculated on the baSIS of the JustIfied costs
of

1) operatIon of a gIven connectIOn,

2) operatIon, replacement, modermsatIOn and development of gnd for rendenng the
transmISSIon servIce,

3) electrIcIty transmIssIon through gnd of other voltages and through gnd of other gnd
enterpnses,

4) reservmg the electrIcIty transmIssIOn through the gnd ofother voltages,

5) constructIOn and operatIOn of the measurement and settlement system and use of technIcal
mfrastructure, necessary to carry out the economIC actIvIty m scope ofelectncIty trade

4 When calculatmg the fixed element of substance rate, there shall be mcluded, as follows

1) partICIpatIon of entItIes connected to the gnd m a gIven place of electnclty supply m usmg
the gnd,

2) partICIpatIon of entItIes connected to the gnd m a gIven place of electnclty supply m usmg
the technIcal mfrastructure and covenng the costs of steenng the power system,

3) planned amounts of generatIon, transmISSIon and use of electrICIty, resultmg from plans
referred to mart 16 Item 1 of the Act

5 The vanable element of the substance rate shall be calculated on the baSIS of the Justified
costs

I) electncity purchase m the amount necessary to cover the dIfference between the amount of
electrICIty mtroduced mto the gIven gnd and the amount of electncity drawn from a
selected gnd by the customers, heremafter referred to as 'balance dIfference'

2) mamtammg quahty standards of electncity supply by ensunng the necessary capaCIty
reserves and system servIces

6 When calculatmg the vanable element of the substance rate, there shall be mcluded, as
follows
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1) devIatIon from the standard amounts m draWIng the wattless power by the entItles
connected to the gnd m a gIVen place of e1ectncIty supply,

2) partIcIpatIOn of entItles connected to the gIven gnd substance In creatIng the balance
dIfferences In specIfic settlement penods

§ 21 1 DIstance rates shall be calculated for the gnd of speCIfic voltages as one element rates
calculated per umt of the supplIed electnclty and the dIstance umt of transmISSIon of such
energy

2 The lump dIstance rates of fees for transmISSIon servIces shall be calculated for the gnd of
specIfic voltages calculated per umt of the transmItted electncIty, heremafter referred to as
'lump dIstance rates'

3 The rates referred to m Item 2 shall apply to set the fees for transmISSIon servIces m the gnd
ofspeCIfic voltages for the dIstances not exceedIng

1) 0,1 km m the gnd oflow voltage,
2) 1 km m the gnd ofmedIUm voltage,
3) 10 kIn m the gnd ofhIgh voltage,
4) 100 kIn m the gnd of the hIghest voltage

4 The dIstance rates and lump dIstance rates shall be calculated on the basIS ofJustIfied costs
of
1) operanon of connectIOns,
2) operanon, replacement, modernIsatIon and development of gnd for transmISSIon servIce,
3) constructIOn and operatIon of measurement and settlement systems and use of techmcal

mfrastructure, necessary for electnclty trade,
4) electncIty purchase m the amount necessary to cover the balance dIfference,
5) electnCIty transmISSIOn through gnd of other voltages and through gnd of other gnd
enterpnses,
6) reservmg the electncIty transmISSIOn through gnd ofother voltages,
7) mamtammg the qualIty standards of electncIty supply by ensunng the necessary capaCIty

reserves and system servIces

5 Upon calculatmg the dIstance rates and lump dIstance rates, there should be mcluded as
follows

I) partIcIpatlon of the transmISSIOn servIces, settled on the baSIS of the dIstance rates set In the
tanff by usmg the gnd,

2) partICIpatIon of transmISSIon servIces settled on the baSIS of dIstance rates set m the tantT,
upon usmg the techmcal mfrastructure and covenng the costs of steenng the power system,

3) planned amounts of generatIOn, transmISSIOn and use of electncIty resultmg from the plans
referred to m art 16 Item 1 of the Act,
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4) deVIatIons from the standard amounts In draWIng the wattless power by the entItles usmg
the transmIsSIon servIces on the basIs of the dIstance rates set m the tanff,

5) partlclpatlon of transnllssIOn servIces rendered on the basIs of the dIstance rates set m the
tanff In creatlng the balance dIfferences, In specIfic settlement penods

§ 22 I The gnd enterpnse shall set the dIstance of transmlttlng the electnclty for gnd of the
specIfic voltage
I) as the smallest dIstance between the places of supply of electnclty, calculated along the

power hnes of the specIfic gnd - for the gnd of low voltage and gnd of average voltage,

2) as the calculated method for transmISSIon of electnclty - for the gnd ofhIgh voltage and the
gnd of the hIghest voltage

2 The gnd enterpnse, upon the request of the mterested entltles, shall make avaIlable the
schemes of gnd determmmg the length of the specIfic power hnes and the method of
calculatlng, together WIth the data necessary to determme the calculated dIstance of electnclty
transmISSIon m the gnd of such enterpnse

§ 23 The group rates shall be calculated as two element rates dIVIded mto the follOWIng
elements

I) fixed element ofgroup rate - calculated per umt ofconnectIOn power,

2) vanable element of group rate - calculated per umt of the transmItted electncity

§ 24 I Group rates for the specIfic groups of customers shall be calculated on the baSIS of the
JustIfied costs of electncIty supply for such groups of customers

2 The fixed element of the group rate shall be calculated on the baSIS of the costs determmed
for a gIven group ofcustomers, referred to m Item 1, of

I) operatIon of connectIOns,

2) operatIOn, replacement, modernIsatIOn and development of gnd for rendenng the
transmISSIon servIce,

3) transmISSIOn of electnclty through gnd of other voltages and through gnd of other gnd
enterpnses,

4) reservmg the electncity transmISSIOn through gnd of other voltages,

5) constructIon and operatIon of measurement and settlement systems and usmg the techmcal
mfrastructure necessary to ensure the electncity supply

3 Upon calculatmg the fixed element of the group rate for the given group of customers
referred to In Item 1, there shall be mcluded as follows
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1) partIcIpatlon of the given group of customers m usmg the gnd,

2) partIcIpatIOn of the gIven group of customers m USIng the technIcal Infrastructure and
covenng the costs of steenng the power system,

3) planrnng the amount of generatIon, transmISSIon and use of electncIty resultmg from plans
referred to m art 16 Item 1of the Act

4 The vanable element of the group rates shall be calculated on the basIs of the costs
determIned for the gIven group of customers referred to m Item 1, of

1) electncity purchase m the necessary amount to cover the balance dIfference,

2) mamtammg the qualIty standards of electncity supply by ensunng the necessary capacIty
reserves and system servIces

5 Upon calculatmg the vanable element of the group rate for a gIven group of customers
referred to m Item 1, there shall be mcluded

1) deViatIOns from the standard amounts m drawmg the wattless power by the gIven group of
customers,

2) Impact of the gIven group of customers upon creatmg the balance dIfferences In specIfic
settlement penods

§25 In the event that upon request of the authonsed entity, the transmISSIOn service shall be
settled on other condItions than those determmed m the tanff, the condItions ofrendenng such
servIces shall be determmed In the agreement on rendenng the transmISSIon servIces

§26 The fee for transmission servIce, for dIfferent forms ofelectncIty trade

1) for the substance rates, It shall be calculated accordmg to the follOWIng formula

where

Opw -the fee for transmISSIOn servIce on the baSIS of the substance rates expressed In PLN,
Ssw - fixed element of the substance rate, expressed m PLN per unIt ofwattless power,
P - connectIOn power or maxImum actIve power supplIed to the gnd or drawn from the gnd In

the place of supply ofelectncIty, expressed m umts ofacttve power,
Szw - vanable element of the substance rate expressed m PLN per energy urnt,
E - amount of the transmItted electncity expressed m energy unItS,

2) for the dIstance rates, It shall be calculated accordmg to the formula

13



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

a) If the transmIssIon of eleCtrICIty IS made only m the gnd of the specIfic voltage and the
transmISSIOn dIstance does not exceed the maxImum dIstance of eleCtrICIty transmIssIon, for
WhICh the lump dIstance rate IS bmdmg

where

0dl - fee for the transmISSIon servIce rendered only m the gnd of the specIfic voltage, set on
the basIs ofthe dIstance rates expressed m PLN,

Sdzl - lump dIstance rate for the gnd of the specIfic voltage expressed m PLN per energy UnIt,
E - electncity amount covered by a gIven transmISSIon servIce expressed m energy umts,

b) If the transmIssIon of electrIcIty IS made only m the gnd of the specIfic voltage and the
dIstance of transmISSIon exceeds the maXimum dIstance of electncity for whIch the lump
dIstance rate IS bmdmg

where
0dl - fee for the transmISSIon servIce rendered m the gnd of the specIfic voltage set on the

basIs of the dIstance rates expressed m PLN,
Sdzl -lump dIstance rate for the gnd of the specIfic voltage expressed m PLN per energy umt,
E - amount ofelectrICIty covered by the transmISSIOn servIce expressed m energy umts,
Sdl - dIstance rate for the gnd of the specIfic voltage expressed m PLN per km and the energy

umt,
D, - dIstance of the electncity dIstance m the gnd of the specIfic voltage expressed m km,
DZI - maxImum dIstance of electncity transmISSIon for whIch, m the gnd of specIfic voltage,

the lump dIstance rate expressed m km IS bmdmg,

c) If the electncity transmISSIon covers more than one gnd of the determmed voltage, the fee
for transmISSIon servIce shall be set as the sum of fees for thIS servIce, set on the separate
baSIS for each gnd of the specIfic voltage covered by tranSmISSIOn

where

0d - fee for the transmISSIon servIce covenng more than one gnd of the determmed voltage,
set on the baSIS of dIstance rates expressed m PLN,

0d' - fee for the transmISSIon servIce rendered m the gnd of the speCIfic voltage, set on the
baSIS ofdIstance rates, expressed m PLN,

n - total number of gnd of dIfferent voltages, under WhICh the gIVen transmISSIon servIce IS
rendered

3) for group rates, It shall be calculated accordmg to the followmg formula
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where

Opg - fee for the transmISSIOn servIce on the basIS of the group rates expressed m PLN,
Ssg - fixed element of the group rate expressed m PLN per urnt ofacuve power,
P - connectIOn capacIty expressed In umts ofactIve power,
Szg - vanable element of the group rate, expressed m PLN per energy umt,
E - electncity amount covered by a gIven transmISSIon servIce, expressed m energy umts

§ 27 1 The gnd enterpnse may set m the tanff the fee rates and pnncIples of calculatIOn of
addItIonal fees, collected for addItIonal servIces and actIvIties rendered upon addItIOnal order
of the connected entity

2 AddItIonal fees referred to m Item 1, shall be set, m partIcular, for
1) dIsconnectIon and connectIOn ofelectncIty supply,

2) reVlSlon of correctness ofmdicatIOns ofmeasurement and settlement system,

3) techrucal servIces,

4) other servIces or actIVItIes rendered upon order of the connected entIty

3 The gnd enterpnse shall calculate the fee rates, referred m Item 1, on the baSIS of the
JustIfied costs of rendenng the servIces and performmg actIvItIes so as to ehmmate the cross
SUbSIdIzatIOn

§ 28 1 The trade enterpnse shall calculate the followmg elements set m the tanff

1) pnces for electncity for customers not concludmg the separate agreements WIth the gnd
enterpnses on rendenng transmISSIOn servIces - on the baSIS of the JustIfied costs of
electncity purchase from other energy enterpnses, transmISSIon servIces and own costs of
the trade enterpnse,

2) pnces for electrICIty for the customers concludmg the separate agreement WIth the gnd
enterpnses on renderIng the transmISSIOn servIces - on the baSIS of the JustIfied costs of
electrIcIty purchase from other energy enterprIses and own costs of the trade enterpnse,

3) subscnber fee rates for readmgs of the measurement and settlement systems and drawmg
up the mVOlces - on the basIS of the JustIfied costs of rendenng such servIces,

4) reductIons, dIscounts and fees for non-fulfilment of qualIty standards of customer servIce
and condItIOns of agreements - on the baSIS of qualIty standards determmed m the separate
prOVISIons and accordmg to the prInCIples stIpulated m the Ordmance

2 The own costs of the trade enterpnse shall be set on the baSIS of the costs of carrymg out the
economIC actIVIty m scope of electncity trade, and m partIcular, the costs of
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1) commercIal servIce related to the electrIcIty trade,

2) financIal costs and maIntenance offinancIal hqUldlty

3 The JustIfied costs of purchase of electncity referred to In Item 1 s 1 and 2 shall cover the
costs of purchase ofsuch energy upon preservmg the competItIOn rules

§ 29 1 The gnd enterpnse carryIng out the economIC actIvIty In the scope of electncity shall
dIVIde the customers who do not use the nght to the transmISSIon servIces, mto the tanff
groups

2 The dIVISIon referred to m Item 1, shall be made accordIng to the follOWIng cntena

1) level of gnd voltage, from whIch the electnclty IS supphed to the customers,

2) value ofconnectIOn capaCIty and energy use,

3) parameters of the electnclty supphed,

4) charactenstIcs of draWIng the electnclty by the connected eqUlpment, InstallatIOns or the
customer gnd,

5) settlement system,

6) locatIOn, m the power gnd, of the place of electncity supply and level of relIabIlIty and
contmUIty of the servIces rendered by the energy enterpnse and the costs thereof

§30 1 In the event that on the baSIS of the cntena of dIVISIOn of customers Into the tanff
groups adopted by the energy enterpnse, the customer does not use the nght to the
transmISSIon servIces and may be Included to more than one tanff group, he IS entItled to
select one of such groups

2 The customer, referred to m Item I may apply to the energy enterpnse for change of the
tanff group only once per 12 months

3 The condItions of change of tanff group shall be determmed In the agreement on electncity
sale

§31 1 The pnces and fee rates separated m the tanff pnce and fee rates are dIfferentIated for
the specIfic tanff groups

2 The pnces and fee rates referred to m Item 1 may be dIfferentIated, mcludmg the dIVISIOn of
24 hours and one year mto the zones and penods of lime The tanff may proVIde more than
one method of dIVISIon of24 hours mto the tIme zones

3 Pnces and fee rates for the customers who do not use the nght to transmISSIon servIces and
buy annually more than 10 Mwh ofelectnclty shall be calculated at least for two penods of24
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hours, and for the buyers of more than 10 Gwh of electncIty annually, shall be calculated at
least for three penods of24 hours and two penods of the year

4 When selling the pnces and fee rates III the tarIff for electncity to the customers, who do
not use the nght to the transmISSion servIces, the elements of pnce and fee rate shall be
separated, whIch result from the follOWIng costs

I) electnclty purchase,

2) transmiSSion and dIstnbunon of electnclty to the given group ofcustomers,

3) co-financmg by the gnd enterpnse of the undertakIngs related to the development of
unconvenuonal energy,

4) co-financmg by the gnd enterpnses of the undertakIngs and servIces mmed at reduction of
energy use for the customers, beIng an economiC JustIficatIon to aVOId the construcnon of
new energy sources and gnd,

5) electnclty purchase from the unconvennonal sources, mcludmg the renewable ones,
resultIng from the obhgatIOn mtroduced on the baSIS of the separate prOVIsIons

5 The elements of pnces and fee rates resultIng from the costs of electncity transmISSIon,
referred to m Item 4 s 2 shall be calculated for the places of such energy supply, accordIng to
the pnncIples bIndmg for calculatIOn ofthe group rates of fees for transmiSSIOn services

§ 32 1 The pnces of electncIty for speCIfic penods of 24 hours and the year, and for the
speCIfic groups of customers, who do not use the nght to the transmISSIOn servIces, shall be
determmed on the baSIS of

1) costs ofpurchase of such energy for a given penod of24 hours and the year,

2) own costs of the energy enterpnse resultmg from carryIng out the economIC actiVity In the
scope of electrICIty supply to customers, who do not use the nght to transmISSion servIces,

3) total electncIty sale planned m thIS perIod to the gIven group of customers, who do not use
the rIght to the transmISSIOn servIces

2 The energy enterprIse may dIfferentIate the electrICity prIces for the speCific groups of
customers, who do not use the nght to the transmISSIon servIces In the gIven penods of 24
hours, accordmg to the power supply, forecasts of demand and the planned costs of methods
to cover It

3 The cost of electrICIty purchase for a given group of customers, who do not use the nght to
transmISSIon servIces m the speCIfic perIods of 24 hours, shall be set on the baSIS of costs of
purchase of such energy from the sellers at the specIfic levels ofvoltage

4 The own cost referred to In Item 1 s 2 m the specIfic penods of 24 hours and for the
speCIfic groups ofcustomers shall be set on the baSIS of the costs of
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1) carrymg out the economIC actIVIty m the scope of electncity trade and trade servIce to the
gIven group ofcustomers,

2) mamtammg the financIal lIqUIdIty - related to the penod of payments bmdmg for the gIven
group ofcustomers

§ 33 The JustIfied costs of the economIC actIVIty carned out by the energy enterpnse In the
penod of electncity supply to the customers shall be set for

1) customers or group of customers connected to the gnd of the same voltage,

2) gnd of the specIfic voltages and separated sectIons of such gnds, Includmg the separated
power hnes for electncity transmISSIOn to the customers m a gIven grId enterpnse,

3) specIfic generatIOn uruts or theIr groups, of the SImIlar technIcal parameters In a gIven
generatIOn enterpnse

§ 34 1 The JustIfied costs of the economIC actIVIty carned out by the energy enterpnse m the
scope ofelectncity supply shall be set for the speCIfic groups of customers, on the baSIS of

1) costs of generatIon, transmISSIOn, dIstnbution and trade of electncity Incurred m the
preVIOUS finanCIal year,

2) planned annual costs of modermsation and development, and the costs related to the
Implementmg of Investments In the scope of enVIronmental protectIon

2 The energy enterpnse shall shape the tanff on the baSIS of the costs referred to m Item I, so
as to ensure protectIon of Interests of the customers agaInst the unjustIfied cost level, m
partIcular, through purchase of goods and servIces, mcludIng the electrIcIty, preservIng the
competItIon rules

3 Costs referred to In Item 1 s 1 shall be set on the basIS of the costs plan kept accordIng to
the accountmg documentatIOn descnbIng the adopted rules of accountancy determIned In the
prOVlSlons on accountancy so as to make pOSSIble to set the fixed and vanable costs Incurred
by the energy enterpnse WIth respect to the speCIfic groups ofcustomers

4 Costs referred to In Item 1 s 2, shall be set on the baSIS of the development plan referred to
In art 16 Item 1 of the Act, as the average annual costs m the penod covered by the plan,
resultIng from the mvestment Input determIned In thIs plan

5 Costs of carryIng out the economIC actIVIty, Includmg the costs of modernIsatIon and
development, as well as envIronmental protectIOn, whIch are common for all or several groups
of customers, shall be dIVIded Into the speCIfic groups of customers accordmg to the method
of cost dIVISIOn adopted by the enterpnse

6 In case of the energy enterpnse of multI-actIvIty, the common costs for all or several kInds
of the economIC actIVIty earned out, mcurred by such enterpnse, shall be dIVIded mto the
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specIfic bnds of the economIC actIVIty carned out, accordmg to the method of costs dIVISIon
adopted by the enterpnse

7 The method of cost dIVISIon referred to m Item 5 and 6 should be comphant WIth
reqUIrements stIpulated m § 3

§ 35 1 In order to determme the allowed mcrease of electnclty pnces, the energy enterpnse,
In the scope of the economic actIVIty carned out, for whtch It was granted a lIcense, shall set
the pnce mdicator

2 The pnce mdlcator referred to m Item 1 shall be calculated for the speCIfic kmds of the
economic actIVity carned out by the energy enterpnse as an average pnce of

1) sold electncity bemg a quotIent of the sum of annual revenue from sale of such energy to
the amount of annual sale of electncity - for the economIC actiVIty carned out In the scope
ofgeneratIOn or trade ofelectnclty,

2) electncity supply, bemg a quotIent of the sum of annual revenue for transmISSIon and
dIstnbution of such energy to the annual electncity supply to the customers - for the
economIC actIVIty carned out m the scope of transmISSIon and dlstnbutIon of electnclty

§ 36 1 The pnce mdlcator calculated accordmg to the rules determmed m §35 may not be
hIgher than the comparable pnce mdlcator calculated for a gIven year accordmg to the
followmg formula

Cwn = Cwn 1 X (1 + RPIn I - x)
100%

where

Cwn - pnce mdlcator calculated for a gIven year of tanff duratIon,
Cwn 1 - pnce mdicator m the preVIOUS year oftanffduratIOn,
RPIn 1 - mdlcator of change of pnces of goods and consumptIon servIces In the penod of 12

months precedmg the month, when the apphcatton for tarIff approval IS submitted, set on
the baSIS of the announcement of the PreSIdent of Central StatIstIcs Office pubhshed m the
OffiCial Journal of the Repubhc of Poland 'Momtor PolskI' expressed m %,

X - correctIOn coeffiCIent, mcludmg the planned Improvement ofeffiCIency of operatIOn of the
energy enterpnse and the change of conditIons of mtroducmg the economic actIVity
expressed m %

2 The energy enterpnse shall determme m the apphcanon for tanff approval, the amount of
the correctIon coeffiCIent, referred to m Item 1 and a penod of Its duratIOn

3 The duratIon of the correctIOn coeffiCient may be from 3 to 5 years, for the first tanff
prepared accordmg to the rules determmed m the Ordmance for a gIven scope of economIC
actIVIty earned out by the energy enterpnse, such penod WIll be 1 year
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4 The amount of the correctIon coeffiCIent and the penod of Its duratIOn detemuned In the
applIcatIon for tanffapproval, WIth prOVISIOn of Item 3, shall be subject to the approval by the
PreSIdent of the Energy Regulatory Agency

§ 37 In case of new estabhshed energy enterpnses or the new kmds of economIC actIVIty
undertaken by the eXIstmg enterpnse, In the scope of electncIty supply, the amount of the
pnce mdIcator shall be set on the basIs of the planned amount of revenue and sale or on the
baSIS of the comparative analySIS WIth other energy enterpnses

§ 38 1 In case of Illegal draWlllg of electncIty by the customer, the energy enterpnse may
collect the mcreased fees In the amount of double pnces and fee rates, determmed m the tanff
for a gIven group ofcustomers, unless the agreement on energy sale stIpulates otherwIse

2 The mcreased fees referred_ to In Item 1, shall be calculated for all not expIred penod of the
proved Illegal electncIty draWIng

§ 39 1 In case that the electncIty IS drawn WIthout concludmg the agreement on electncIty
sale, for each umt of such electnclty, the energy enterpnse shall charge upon the responSIble
person the fees for Illegal drawmg m the amount of five tImes a value of pnces and fee rates
determmed m the tanff for customers of such group

2 Fees referred to m Item 1 shall be calculated for all not expired penod of proved electnclty
drawmg

Chapter 3

PrInCiples of settlements In electricity trade, IncludIng settlements with IndIVIdual
customers at premIses

§ 40 1 The settlement m electncIty trade shall be made m the settlement penods set In the
tanffor In the agreement on electnclty sale

2 The settlement penod should not be longer than two months and for the customers mcluded
mto the V connectIOn group, the settlement penod may not be longer than one year

3 In the event that the settlement penod IS longer than one month, m such a penod the fees
for electncIty m the amount determmed on the baSIS of the forecasted electncIty use m that
penod may be collected

4 In the event that as a result of paymg the fees on the baSIS of the forecasted electnclty use
referred to m Item 3, the overpayment or underpayment for the drawn electnclty shall be
made

1) overpayment shall mclude the payments set for the commg settlement year, If the customer
does not claIm Its return

2) underpayment shall be added to the first mVOIce set for the commg settlement penod
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§ 41 The settlements m electncity trade shall be made for the specIfic places of electncity
supply, on the baSIS of the mdicattons of the measurement and settlement system, determIned
m the sale agreement or m the agreement on rendenng the transmISSIon servIces

§ 42 1 In case of reveahng the errors m measunng or readmg of measurement and settlement
system, whIch caused overpayment for the electnclty drawn, the energy enterpnse shall be
oblIged to correct the InVOICeS drawn up prevIOusly

2 The correCTIon referred to In Item 1, shall cover all settlement penod or the penod when the
Irreguianties or errors were made

§43 1 A baSIS to calculate the amount of correctIon of InVOICeS IS the amount of error of
IndIcatIOns of the measurement and settlement system

2 In the event that the determInatIOn of the error referred to In Item I IS not poSSIble, a baSIS
to calculate the amount of correctIOn shall be an average number of electncity unIts for the
penod 24 hours, calculated on the baSIS of the sum of electncity UnIts correctly IndIcated by
the measurement system m the prevIOUS settlement system, multIplIed by a number of days of
the penod, WhICh concerns the correctIon of the InVOICe, when calculatIng the amount of the
correctIOn, the seasonal character of electncity drawIng and other eVIdenced CIrcumstances
WIth an Impact upon the amount ofelectncity drawIng, should be taken mto account

3 In the event that the average 24 hours electncity use may not be determIned, a baSIS to
calculate the amount of correctIOn IS an mdicatIOn of the measurement and settlement system
for the next settlement system

§ 44 The overpayment resultmg from the calculated correctIon, referred to In § 43 Item 2,
shall be mcluded Into the payments set for the commg settlement penod, If the customer does
not claIm ItS return

§ 45 I For non-fulfilment of the quahty standards of customer servIce, determIned In the
separate prOVISIOns, upon theIr request, the customers are entItled to reductIOns and dISCOunts
Wlthm 30 days from the day of submISSIon of the applIcatIOn, In the amount determmed In the
tanff or agreement

2 The energy enterpnse shall be obhged to grant or refuse to grant the dISCOunt In the penod
referred to In Item 1

§ 46 1 The amount of the reductIon and dISCOunt for non-fulfilment of the level of voltage In
a gIven penod of24 hours, accordmg to the value ofdeVIatIon of the voltage from the allowed
hmlt values, shall be calculated accordmg to the followmg formula

1) If the value of deVIatIOn of voltage from the allowed lImIt values does not exceed 10%, the
customer IS entItled to the dISCOunt In the amount of

Wm = Ol_.Y X AT x CT

10%
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where
WUT - the amount of dISCOunt for the customer In a gIven penod of 24 hours expressed In

PLN,
U - the value of devIatIon of the voltage from the allowed hmit values expressed In %, on the

basIS of the separate provIsIons
AT - the amount of electrIcIty supphed to the customer In a gIven penod of 24 hours expressed

In energy unIts,
CT -electncity pnce applIed In settlements With the customer, determIned In the tanff for a

gIven penod of 24 hours, In whIch the deVIatIOn of the voltage expressed In PLN per
energy unIt took place,

2) If the value of deVIatIOn of the voltage from the allowed hmit values exceeds 10%, the
customer IS entItled to the dISCOunt IncludIng the reductIOn of the total amount of

where

wUT - the amount of dISCOunt for the customer In a gIven penod of 24 hours expressed In
PLN,
AT - the amount of electrICIty supplIed to the customer In a gIven penod of 24 hours expressed

In energy unItS,
CT -electncity pnce applIed In settlements With the customer, determIned In the tanff for a

gIven penod of 24 hours, In WhICh the deVIatIon of the voltage expressed In PLN per
energy unIt took place,

brT - the lump rate of the reductIon set In the tanfffor non-fulfilment of the voltage level In the
penod of24 hours, expressed In PLN per tIme unIt,

tT - total tIme of non-fulfilment of the level of voltage In a given penod of24 hours expressed
In tIme unIts

2 For each electncity urnt not supplIed, the customer IS entItled to the reductIon In the amount
of five tImes a value of the electncity pnce for the penod when the dIsconnectIon occurred,
amount of the electncIty not supplIed on the day, on whIch the dIsconnectIon occurred, shall
be set on the baSIS of the energy draWing on the appropnate day of the prevIOUS week, takmg
Into account the allowed dIsconnectIOn, as stIpulated In the agreement

3 In the penod when the qualIty standards of customer servIce were not fulfilled, and the
measurement and settlement system makes ImpOSSIble to determIne the amount of electncity
supplIed to the customer, the amount of such energy shall be set on the baSIS of the energy
draWIng In the analogous settlement penod on the same day of the week, In the preVIOUS week
and In proportIOn to the number of hours, when the standards were not fulfilled, With respect
to the total number of hours III the settlement penod

Chapter 4

TransitIOnal and final provIsions
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§ 47 In the first tanff prepared on the basIs of the OrdInance, the energy enterpnse may set,
for calculatIon of pnces and fee rates, costs referred to m § 34 Item 1, on the baSIS of the costs
Incurred m the penod of last 12 months, precedmg the month of submIssIon of the applIcatIon
for tanff approval

§ 48 The energy enterpnse, whIch on the day of entenng Into force the OrdInance, shall carry
out the economIc actIvIty In the scope of electnclty trade, and dIVIde, In the tanff bmdmg
before the day of entenng mto force the OrdInance, mto the tanff groups, shall be oblIged to
keep such groups m the tanff detenmned on the baSIS of thIs Ordmance at least up to
December 31, 2000

§ 49 The energy enterpnse, whIle shapmg the first tanff, accordmg to the pnnclples
determmed m the Ordmance, whIch IS subject to approval by the PreSIdent of the Energy
Regulatory Authonty, shall be oblIged to shape the tanffso as to

1) elImmate the cross-subsIdIzatIOn and not to cause an mcrease of speCIfic pnces and fee
rates set In such tanff, WIth respect to the comparable pnces and fee rates bIndmg m the
prevIous tantI, by more than 2 percentage pomts over the allowed Increase of pnce
mdlcator set for such enterpnse,

2) due to the protectIon of mdIvIdual mterests of customers at premIses, not to mcrease the
pnces and fee rates set m the tanff for such group of customers WIth respect to the
comparable pnces and fee rates bmdIng m the prevIous tanffby more than 13%

§ 50 The Ordmance enters Into force as of January 1, 1999

MIllister of Economy p p A Skowroska-uczyska
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USAID EURlDRlEI Monthly Summary Report

TASK DESCRIPTION
To asSISt In the Implementationof the PolIsh Energy Regulatory Office (ERA) establIshed upon passage ofprimary and
secondary Energy Laws Near tenn, to assist the Government of Poland m developmg further secondary legislatIOn and
regulatIOns A long-tenn advisor IS reSIdent In Warsaw to advise the Government of Poland and to assist m the
development ofthe ERA
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
RegIOnal Energy Efficiency (180-0030)

December 1998
Task 1, RegulatoryOrgamzahon Development

Bechtel,Regulato ry Reform and Energy Sector Restructurmg
(Includes Long Term Advisor)
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ActivIties Last 30 Days
Mr Turner helped USEA and USAID m the Second Annual Energy Regulatory Conference for Central and Eastern
Europe and the New IndependentStates, held In Warsaw on December6-9 1998

The team overall was In day-to-day contact WIth the ERA TanffDepartment (TD), the Foreign CooperatIOn and EU
IntegratiOn Office and the ERA SecretaTlat In order to outhne the ERA's most urgent needs and the scope of Bechtel's
assistanceunder the new IQC project All future work Will be completed under the Energy IQC Task No 803

Status of Dellverables
See above

Proposed Near-Term Activities and Planned travel (30-60 days)
No addItIOnal work Will be perfonned under this contract



USAID EURlDRlEI Monthly Summary Report

TASK DESCRIPTION
To assist m the ImplementatIOn ofthe Polish Energy Regulatory Office (EROIURE) established upon passage ofprimary
and secondary Energy Laws Near tenn, to assist the Government ofPoland In developmg further secondary legislatIOn
and regulatIOns A long-tenn adVisor IS resident In Warsaw to adVise the Government of Poland and to asSiSt In the
development of the EROIURE
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PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
RegIOnal Energy EfficIency (180-0030)

November 1998
Task 1, Regulatory OrgamzatJon Development
Bechtel, Regulatory Reform and Energy Sector Restructurmg

(Includes Long Term Advisor)
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ActIVities Last 30 Days
Mirek Duda contmued revlewmg an~ preparing corrective proposals to the final draft ordmance of the Mmlster of
Economy on electriCity tarIffs The ordinance hasfinally been agreed by experts ofMoE and MoF Unfortunately not
all ofour comments have been taken Into account Dr Juchmewlc= will therefore have a hard time trying to regulate
the Polish Power Gnd Co and the dlstrlbutlOn companies as the ordinance does not have precise proVIsIOns on how
to regulate I a cross-subsidies

Dr Duda accompamed Dr Juchmewlcz and made a presentation at a two days conference with participation of high
rank representatives of the Energy Regulatory AuthorIty (ERA) and the Competition and Consumers' Protection
Authority (C&CPA) The conference was devotedto dIscussIOns ofthe regulatoryscope ofERA andC&CPA A general
prmclple ofseparatIOn ofregulatory actions between those two authorrtles has been adopted Accordmg to the Energy
Law and the agreement between the presIdentsofthe two authontles ERA WIll deal with energy-related monopolrstlc
actlvltles and C&CPA - with energy related actlvltles m competitIve markets The Councrl ofMInisters has deCIded m
the consumers'protectIOn polrcy that the C&CPA WIll also control tariffs ofenergy enterpnses that are exemptedfrom
the oblrgatlOn to be licensed by ERA and to present their tariffsfor ERA acceptance

Dr Duda along WIth Dr JuchmewIcz and Mr WOJCik took part m a semmar Energy 2000 m MlkolaJkI organIzed by
a leadmg economic Journal (New EconomIC Life) Accordmg to the announcements the seminar should have been a
diSCUSSIOn platformfor representatives ofthe Polrsh energy sector and the Government ofPoland Unfortunately the
governmental Side was represented only by Dr Juchnlewlc= Mr Balcerowlc= the Deputy Prrme Mlmster and the
Minister ofFmance was represented by hIS advisor Prof Popc::yk who m hISpresentatIOn expressed only the general
concept ofthe energy market m Poland which IS well known by the energy people There were no answers for many
detarled questIOns from the floor Dr Duda took part m the diSCUSSIOn and expressed a strong necessity to elaborate
and Implement a legal base for regulatory actIOns m the tranSitIOn perrod mstead ofpolrshmg theoretIcal concepts of
ultImate models ofenergy markets That necessity was supported by many other partICipants

Dr Duda also accompamed Dr JuchnIewlcz on hiS triP to England at the InVItation of the Government of the UnIted
Kmgdom The mam goal ofthe VISit was to getfamrlrar with the latest events In the energy sector m the UK especrally
With the UK experrence m the ImplementatIOn ofthe new regulatory framework along with the pnvatl=atlOn ofenergy
enterpnses Dr Juchmewlc=andDr DudavlsltedOFGAS OFFER the Gas Consumers'ProtectIOn Councrl Electrrclty
Pool of England and Wales NatIOnal Power Gnd Eastern Electrrclty Company and other companies Dr Duda
facIlJtated the PolJsh regulator m acqulrmg proper mformatlOn

Marek Grzybowski worked to coordmate the efforts ofthe local software consultant, EnergSys, With the needs ofseveral
ERA departments The work ofthe first version ofthe ERA database IS commg to an end Also, the software to support
the hcensmg process has been completed and the tool Will be used to generate several hundred licenses for the liqUid
fuel sector Marek prepared a detaIled report on the present stage and proposals for further development of the IT
systems for mcluslOn m AID reports and as a stimulus for defimtlOn of follow-up work under the new IQC project

Chns Turner met on several occasIOns With USAID staff from Warsaw and Washmgton, prImarily to coordmate the
transition from the current project to the IQe proJect, and to relate the work at the ERA to complementary work bemg
done In the electrICity and heat sectors under an Electrotek project

Mr Turner also helped USEA and USAID m the process leadmg up to the Second Annual Energy Regulatory
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Conference for Central and Eastern Europe and the New Independent States. to be held In Warsaw on December 6-9,
1998

The team overall were In day-to-day contact with the ERA TanffDepartment (TD), the Foreign Cooperation and EU
IntegratIon Office and the ERA Secretanat m order to outIme the ERA's most urgent needs and the scope ofBechtel s
assistance under the new IQC project Freemg heat pnces from Mlnlstry of Fmance control on January I 1999 wIll
result In an all-bUt-lmpOSSlble task for the TD of Issumg tanff declSlons on several hundred heat apphcatlons where
such deCISions are requIred to be wlthm 30 days from fihng of a complete apphcatlOn In order to cope wIth the
problem, the ERA PreSIdent deCIded durmg November to decentrahze operatIons and to move InItIal venficatlOn oftanff
applIcatIOns from the Warsaw headquarters to the mne RegIOnal Offices (ROs) The TD will be responsIble for gUldmg
the ROs (whose staffs have little or no tariff expenence) and for decldmg on the "X" factor (the extent to whIch pnces
are adjusted In real terms) and the duratIon of the tanffs· vahdlty GIven thIS, the first pnonty for techmcal assIstance
has shIfted to prepanng the staff of the TD and the ROs) for the tanff revIew and approval process WIth partIcular
attentIOn to be paId to the second stage ofapphcatlOns whIch IS expected to begm later m 1999 Bechtel's Involvement
has begun The next step WIll be partICIpation m as many meetIngs as necessary WIth the DIrectors of the ROs and the
TD staff to deCIde on the scope and tlmmg of the assIstance III the first four or five months of 1999 ThIs represents a
matenal change m approach from that set forth m earher plans

Status of Dehverables
See above

Proposed Near-Term ActIVIties and Planned travel (30-60 days)
The team WIll be III tranSitIOn to the new Global IQC Task
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Poland
Regional Energy Efficiency (180-0030)

October 1998
Task I, Regulatory Orgamzatlon Development
Bechtel, Regulatory Reform and Energy Sector Restructurmg
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TASK DESCRIPTION
To asSiSt In the ImplementatIon of the Polish Energy Regulatory Office (EROfURE) establIshed upon passage ot
prImary and secondary Energy Laws Near term, to asSiSt the Govemment of Poland In developmg further secondary
legislation and regulations A long-term advisor IS reSident In Warsaw to advise the Government of Poland and to assist
In the developmentofthe EROfURE

ActiVIties Last 30 Days
Mirek Duda at the request of Dr Juchmewlcz, contInued reviewing and preparmg corrective proposals to the draft
hcense for the Pohsh Power Gnd Company on transmiSSIOn and distrIbutIOn as well as trade ofelectricity The
current Issue IS how to put the draft ofthe ltcensesfor PPGC In compliance with the secondary legislatIOn that IS
not complete ERA deCIded toformulate lzcensmg condmons that would reqUIre the PPGC to apply to the regulator
for approval on all documents related to the operatIOn ofthe power system regardless ofthe final shape ofthe
secondary legIslatIOn

Dr Duda also accompamed Dr JuchmewIcz to several meetings With representatIves of power generators, PPGC
and power distrIbutors aImed at clarifying the current SituatIOn of the electriCity sector One ofthe most Important
Issues discussed during the meetings was the potenl1alimpact oflong-term powerpurchase agreements concluded
between PPGC and generators WIth respect to the power distributIOn compames Ifthe prices ofall PPAs are to be
e:tecuted nextyear- electriCity prices to final consumers should be higher by approximately 28% m order to meet a
break-even POintfor the dIstributors The government WIll not allowfor average price growth hIgher than II-! 3%
Ifso the distributors willface losses of2 2 bllbon =iotys No solutIOn as yet has beenfound Dr Juchmewlcz IS to
diSCUSS thiS problem WIth the government

Dr Duda cooperated With the Tariff Department of ERA on deslgnmg a tariff approval strategy for district heatmg
companies The Government ofPoland IS to release heat prices.from the Minister ofFinance control at the end of
thiS year The appropriate secondary legIslatIOn IS ready At the begmnlng ofthe next year the ERA WIll face a
hugeflow oftariffapplicatIOns.from almost all dIstrlct-heatmg compames A llmIted but reasonable approach to the
tariffapproval process IS mevltable The first step most probably Will be based on checking the complIance ofthe
appbcattOns WIth the law and establzshmg reasonable valuesfor ''X'' In the prtce cap formulae

Dr Duda also reViewed and prepared comments to the next verSIOn of the electrICIty tradmg arrangements prepared
by Prof Popczyk, currently an adVIsor to the Mmlster of Fmance Unfortunately thIS versIOn which was to be sent
to the Economic Commlttee ofthe Counctl ofMInisters was very bad -- full ofinConsIStencIes and wrong
assumptIOns It got only bad OpinIOns.from all the mInlstrles Involved At a meetmg With ERA experts Dr
Juchmewlc= stated that It IS necessary to elaborate the electriCity market model by a team ofelectrtclty mdustry and
ERA experts

Marek Grzybowski and Charles Hartel (Bechtel) continued to work WIth the ERA's LicenSing Department and the
EnergSys subcontractor to Initiate the automated IIcensmg Issuance procedures Due to pressures for quantities of
lIcenses to go out, the automation effort was Sidetracked m favor of a manual approach that Included mvolvement by
the ERA's regIOnal offices Testing of the software continued, and at month-end there was some movement to use of
the faster and more accurate systems approach In an assOCIated area, entry of data lOto the hcensmg database has
resumed but a backlog eXIsts

All staff prepared for the phySIcal relocatIon of the Bechtel group from the faCIlIties at Frascatl to ERA's new
headquarters at ul Chlodna on the west Side of Warsaw The relocation went off WithOut mishap at the end of the
month

Turner, Grzybowski and Duda met With the Arthur Andersen-Warsaw Energy Team to dISCUSS the current situation In
the electriCity sector and AA's present and future role Turner contmued to coordmate tariffwork actiVities With Larry
Markel of Electrotek
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Chns Turner, Bechtel, Maryla JakubowIcz,USAID/Warsawand Andres Doernberg,USAIDlWashmgtonconferred and
wdl meet 10 November on the handofffrom the current (extended) project to the new "Energy & EnvIronment IQe
project

Status of Dehverables
See above

Proposed Near-Term ActIvIties and Planned travel (30-60 days)
The Bechtel team WIll contmue to asSiSt ERA 10 Its IIcensmg and tarIff efforts The mternal goal of Issumg all ex
officIO lIcenses by early December IS not lIkely to be met In the tarIffs area, the most Important near-term asSIstance
wdl concentrate on the specIfic reqUIrements for acceptance, reVIew and modIficatIon of the enterpnses' mItlal tanff
filIngs WIth ERA ThIs WIll rely on the detatled secondary legislatIon now bemg completed

No travel outside Poland IS anticipated for November or December There WIll be occasIOnal day-trIps WIthin Poland to
Inform Interested partIes about the progress ofthe ERA Implementation

Staffwtll assist m and attend the upcommg USAID CEEINIS Regional Energy Conference In Warsaw, December 6-9
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Poland
RegIOnal Energy Efficiency (180-0030)

September 1998
Task I Regulatory Organization Development

Bechtel Regulatorv Reform and Energy Sector Restructurmg
(Includes Long Term Advisor)
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TASK DESCRIPTION
To assist 10 the ImplementatIOn of the PolIsh Energy Regulatorv Office (EROIURE) established upon passage ot
prImary and secondary Energy Laws Near term to assist the Government of Poland 10 developmg further secondal"\
legislatIOn and regulatIons A long-term advisor IS resident 10 Warsaw to advise the Government of Poland and to asSiSt
10 the development of the EROIURE

ActIVIties Last 30 Days
At the request of Dr Juchmewlcz URE Dr Duda reviewed and prepared comments to the draft license for the Polish
Power GrId Company on transmiSSIOn ..and distrIbutIOn as well as trade of electricity The license for PPGC IS a ke\
license m the pol',er sector because of the Important role of PPGC m the Polish power svstem As a result of the
revlewmg process some additIOnal mformatlOn had to be requestedfrom the applicant especlQllj about the transfer of
PPGC's responslbrlmes and obligatIOns to serve Its customers to daughter compames

Dr Duda controued reviewing and preparmg comments to the draft ordmances of the Mmlster of Economy on terms of
connectIons to the district heat networks terms of heat trade qualIty standards of heat supply and heat tariffs The
ordmance on terms of connectIOns etc has finally been Issued by the Minister of Economy The ordmance on heat
tarifft IS stIll being dIscussed because ofcontroverSIes surrounding theJusllfied costs maml} related to the baSIC prrces
for the prrce cap formulae

Dr Duda also contmued hiS cooperatIOn With the hcensmg department of the URE on estabhsh10g the shape of hcenses
for electricity generators and distributors

Dr Duda wrote an article for the offiCIal blITIonthly Journal of the Polish Power Industry and EnVironment ProtectIOn
Chamber on the latest report of Prof S Llttlechlld the UK electricity mdustry regulator concern109 proposals of
Important changes of electricity tradmg arrangements 10 England and Wales and ItS Impact on the Polish electrIcity
tradmg arrangements As It can be seen from the latest materials on the electricity tradmg arrangements the report b"
Lmlechild has alreadv been taken into account The draft article that had been presented to Dr Juchmewlc= and other
po}~er people had a certam influence in that process The article was published in the September edmon oftheJournal

Dr Duda together WIth Dr Juchmewlcz URE Dr Zalesk.I URE and ChriS Turner Bechtel took part 10 the triP to the
US This was the UREOs fIrst VISit to Washmgton DC (I e the World Bank NARUC FERC) The group then
traveled to Houston to participate m the USEA UtllItv Partnership Program Summit which was part of the World
Energy Congress

In September Charlie Hartel and Marek Grzvbowsk.1 worked together WIth URE and Energsys on the Implementation of
the software for automatIon of IIcensmg process for Llcensmg Department of URE By the end of September Mr
Juchmewlcz has approved first heat lIcenses and reports generated by the system At present the system IS to be tested
bv a selected group of 5 employees of the Llcensmg Deparnnent and their opmIOns Will be taken Into consideratIon m
fIne tunmg of the system

At present the system
- conducts economic techmcal and environmental analyses based on standards developed by URE
- generates reports reflectmg results ofthe analyses
- proposes pertment lIcense conditions
- generates draft ofa lIcense
- allows the manager to control work flow and effiCiency ofeach employee

A problem remams \'Vlth the electrOnIC transfer of data from the IIcensmg questionnaires mto the data base Although
almost all the regulated compames have delivered the questionnaires on diskettes, the materIals received are full of
errors and must be edited bv hand ThiS IS a time consummg procedure and a serIOUS bottleneck In the effiCiency of the
svstem Energsys by a speCial agreement with URE has proVided a skilled employee who IS responSIble for c1eanmg
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dISks from Vl11IS, loadmg data automatIcally and clearmg from mIstakes Although he Increased hIS work-efficlenc\
consIderably stIli It takes about 40 minutes to process one questIOnnaire

In order to resolve thIs bottleneck and speed up the process we proposed that
1 The Energsvs person does the antivIrus check and loads data automatIcally Vllthout checking thIs takes 10 I"
mInutes
2 DeSIgnated employees of the LIcenSIng Department check and clean onh that data whIch IS dlrect\\ needed for the
licenSIng process generation of reports and for the maIn body of the license
3 The remaInIng data should be cleaned at later tIme when the big ex-offiCIO lIcenSIng wave IS over

Further Bechtel Involvement In the development ofURE Management InformatIon svstem IS beIng discussed ''dth URE
Management We expect that URE wIll be able to proVide more preCIse Information on theIr needs m the second half
of October when they move to their new locatIOn at Chlodna Street

Status of Dehverables
See above

Proposed Near-Term ActiVIties and Planned travel (30-60 days)
Dr Duda WIll contmue hiS adVISOry rote to the URE No travel IS planned Charles Hartel WIll leave Poland on
October 3'd Energsys Will contInue ItS work throughout October
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Poland
Regional Energy Efficiency (180-0030)

August 1998
Task I, Regulatory OrganizatIOn Development

Bechtel, Regulatory Reform and Energy Sector Restructurmg
(Includes Long Term Advisor)
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TASK DESCRIPTION
To asSist m the Implementation of the Polish Energy Regulatory Office (EROIURE) estabhshed upon passage of
primary and secondary Energy Laws Near term to asSist the Govemment of Poland In developmg further secondary
legislatIOn and regulatIOns A long-term advisor IS reSident In Warsaw to adVise the Government of Poland and to asSist
m the development of the EROIURE

ActiVities Last 30 Days
At the request of Dr Juchmewlcz, Dr Mirek Duda reViewed and prepared comments on the posItion of the
Consultative Council of the Charrman of the ERO on the IIcensmg process The ConsultatIVe COllnCI! has deCided lO

inform the Prrme MInister that the licensmg procedure that has been started by the ERO IS too Simplified taM,ards those
entitles that are to be granted wlth licenses flex officIO" Thev suggested to strictly apply the same procedure as It

foreseen by the energy act to all applicants Mlrek and other advisors expressed a view that the licensees flex officIO'
should be treated realistically and the regulator should formulate onl} licensmg conditIOns to make them correct
el-erything which IS not in compliance with the act (tax clearance transparent book-keeping system formal evidence of
the ownership of the land etc) A strict approach would stop actiVities of many energy enterprrses that proHde
monopolistic services to customers

Together With Mr WOJCik Vice ChaIrman of the ERO and the LicenSing Department, Dr Duda reViewed and
prepared comments to the draft ordmances of the MInister of Economy on terms of connectIOns to the district heat
networks terms ofheat trade quality standards of heat supply and heat tanffs District heat regulatory Issues are most
urgent because the government IS to release the heat prices from Minister ofFinance control on October 1 1998 The
ministry ofeconomy has accelerated the process ofISSUing the ordinances related to heat Unfortunately the quality of
the drafts at thiS stage IS ven; poor because the final drafts are being prepared In accordance With the results of
Inter-department and inter-ministerial commiSSIOns where all kinds ofoddproposals can appear The most severe Issue
Has to conVince representatIVes ofthe ministry ofeconomy and the mmlstry offinance that they should allow to Include
the cost ofcapital Into the overallJustified costa ofregulated enterprises Dr Duda and Dr Juchnlewlc= prepared a
proposal how to formulate appropriate proVIsIOns in the ordinance on tariffs Unfortunately It has been changed by the
"commISSlOns" for verv enigmatic statements because the term "cost of capital" is not being known by most of the
members ofthe commiSSIOns and It IS not used m the up-ta-datefinancwl practice

Dr Duda met With representatives of the Steenng Committee of the ElectriCity Tanff Study bemg performed by The
Polish Gnd Company In cooperatIOn With EPRI The Electricity Tariff Study IS to prepare an uniform method of
calclilatmg elecirlCl!v tariffs bvelectrici/} generators PPGC and distrIbutIOn compames PPGC has Signed a contract
l~ ilh EPRl on prOVIding know-how m thiS matter The Steering Committee ofthe.project has Invited representatlves of
the ERO (Department ofPlanning Department of Tariffs) to take part m their work m order to get them fanllllar wuh
the backgroundofthe tariffmaking methodology

At the request of Dr Juchmewlcz, Dr Duda reViewed and prepared a brief matenal on the latest report of Prof S
Llttlechild the UK electriCity Industry regulator concemmg proposals of Important changes of electrICity tradmg
arrangements In England and Wales that could have Impact on the Polish electrICity pool arrangements The report was
publIshed In Juh 1998 on the OFFER home page In the Internet For the first time the Brltlsh regulator admitted that
the pool has mam' deficlencles uhlch have deterIOrated competition among electrlclty generators Thls has been Widely
known m other countries that were constructing their pools differently (Scandmavlan countries Australla New Zealand
etc) Also m Poland the UK model has been crltlCI=ed but because ofgood relatIOns ofsome local experts »Ith the UK
electrlcm mdustry the UK model 11-as bemg treated as the best Now those experts are in confUsIOn and thiS would slow
dO\~n the del-elopment ofthe Polish electrIcltv market

Development and unplementatlon of the ERO Llcensmg Information System contmued dunng August The pnnclpal
partiCIpants In thiS work were Marek Grzybowski and Charles Hartel Bechtel Wleslaw Lemarsky, Robert GuzIk, and
TomaszZydoroulczofthe ERO and Tadeusz LIS of EnergSys ActiVities andaccomphshments mcluded
I Followmg a blddmg process and consent from USAID m Washmgton, we Signed a subcontract for consultmg
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services With EnergSys a local fInn speclaiJzmg In database software
2c We receIved from the ERO Its fInal model iJcense and hcense evaluation procedures EnergSys worked to

Incorporate the model hcense text and evaluatIon criteria mto the software
3c InstallatIon of computers and networkmg eqUipment contInued at the ERO A temporary OserverO for testmg the

database software was set up
4c We deCided that the database wIll be Implemented usmg MlcrosoftOs SQL Server software
5c We also deCided to Implement a database model and DchentO software proposed by EnergSys Once It IS workmg

the ERO Will evaluate thIS software and make a final deCISIon on whether to adopt It as the solution for hcensmg
6c Work contmued to develop a procedure for loadmg data electronIcally from the hcense questIOnnaIres An

unexpectedly large number of questIOnnaires (more than 700 so far) were submitted electrOnIcally as MS Word
documents

7c We held several meetings to review progress of the work The consensus was that we would hke to see things
movmg faster, but that progress IS bemg made EnergSys has encountered unexpected techmcal problems adaptmg
the software to the ERO enVIronment The ERO experIenced delays getting ItS computer systems Installed and
there are some apparent bugs to be worked out of the new systems

Status of Dehverables
As above Progress on the development of the database for the ERO continues as does progressIon on the
secondary legislation

Proposed Near-Term ActIVIties and Planned travel (30-60 days)
Work Will contmue on the mformatlon management system wIth support from EnergSys Dr Duda WIll contmue
hIS work wIth the ERO as well as the work on the secondary legislatIOn

ChriS Turner and Mirek Duda wIll travel to Washmgton, DC dunng the second week of September with Dr
JuchmewIcz and Mr Zaleski of the EFO for meetmgs with the FERC, PEPCa and NARUC before travelmg on to
the World Energy Congress III Houston TX
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TASK DESCRIPTION
To ass~st ~n the ~mplementat~on of the Pol~sh Energy Regulatory Off~ce (ERO/URE)
establ~shed upon passage of pr~mary and secondary Energy Laws Near term to
ass~st the Government of Poland ~n develop~ng further secondary leg~slat~on and
regulat~ons A long-term adv~sor ~s res~dent ~n Warsaw to adv~se the Government
of Poland and to ass~st ~n the development of the ERO/URE

The Informat~on Management System must reflect the organ~zat~onal concepts and
dec~s~ons of URE We are ready to put those concepts and dec~s~ons ~nto the
system as soon as they are close to f~nal USAID Wash~ngton approval was g~ven

for the contract to h~re a local consultant follow~ng the tender, wh~ch was held
by us ~n May The w~nner of the tender was Energsys Ltd who ~s well qual~f~ed

to ass~st ~n lmplement~ng the URE Management Informat~on System Energsys ~n

order to meet the t~ght URE schedules already d~d some prel~m~nary works ~n

advance and ~s ready to get on the Job r~ght away

Chr~s Turner before h~s departure to USA organ~zed a v~s~t of John Gull~ver

Er~ka Nemeth and Gabor Szoreny~ for a ser~es of meet~ngs the week of July 13 ~n

the URE L~cens~ng Department Those meet~ngs proved to be extremely useful to put
the work on l~cense models and procedures back on the r~ght track Er~ka Nemeth
and Gabor Szoreny~ explalned the reasons for certa~n cond~t~ons of the Hungar~an

llcense John M~rek and Marek conv~nced Mr Len~arskl, Deputy D~rector of
Llcens~ng Department to abandon t~ght econom~c and techn~cal crlter~a proposed by
URE It was a common op~n~on of the Bechtel experts that econom~c cr~ter~a and
spec~al ~ncent~ves for e 9 modern~zat~on of the systems should be ~mplemented ~n

the tarlff superv~sory system and not ~n the l~censes

The progress of work on the development of the URE Management Informat~on System
has been slow because the l~cense models and procedures are st~ll under
d~scuss~on In early July we rece~ved two models of l~censes worked out by the
URE Llcens~ng Department for heat generat~on and heat d~str~but~on and
transm~ss~on Much to our surprlse we not~ced that those drafts were much
d~fferent In concept from the models that we had worked out together w~th the URE
~n May The only explanat~on ~s an almost total change of management team of the
L~cens~ng Department as well as lawyers support~ng our proJect The new l~cense

drafts prepared by URE not only conta~ned cond~t~ons unusual for l~cens~ng

practlce but w~thout proper legal form requ~red by the Pol~sh Adm~n~strat~ve

Code

Poland
Reg~onal Energy Eff~c~ency (180-0030)
July 1998
Task 1 Regulatory Organ~zat~on Development
Bechtel Regulatory Reform and Energy Sector Restructur~ng

(Includes Long Term Adv~sor)

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Act1v1t1es Last 30 Days
Charl~e Hartel, Bechtel and Marek Grzybowsk~ worked together w~th the URE
L~cens~ng Department and Informat~on Department on further development of the URE
Data Base The prototype w~th an operat~ng manual has been del~vered to the
L~cens~ng Department for-test~ng The Department ~s currently rece~v~ng

l~cens~ng quest~onna~res f~lled ~n w~th data from enterpr~ses of wh~ch a large
percentage ~s returned ~n electron~c form Th~s produced a need to work out a
software program to transfer data from d~skettes ~nto the database Mr Hartel
~s at present work~ng on such a program However the progress of rece~pt of
quest~onna~res ~s not as fast as expected and presently only approx~mately 200
quest~onna~res are be~ng rev~ewed by URE
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At the request of Dr Juchn~ew~cz Cha~rman of the Energy Regulatory Off~ce Mr
Duda rev~ewed and prepared comments to the draft governmental document Program
and Terms of Pr~vatlzat~on of the Pol~sh Power Sector that has been adopted by
the Econom~c Comm1.ttee of the Counc1.l of M~n~sters In the document there were
two lmportant statements that need to be commented upon Flrst of all the
document stands for prlvatlzatlon of the power lndustry In Poland as It lS wlthout
any prlor restructurlng l e Wl thout any consolldatlon of power enterprlses
There was an assumptlon In the document that the market, after prlvatlzatlon, wlll
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create a proper structure of the sector M~rek proposed ~n h~s comments to take
~nto account that the market would lead to pr~vat~zat~on of the best enterpr~ses

leav~ng as~de those less attract~ve to ~nvestors The proposal was to create a
proper structure of the generat~on subsector before or dur~ng the pr~vat~zat~on

process The second ~ssue that seems to be very d~ff~cult ~s the transfer of all
the power purchase agreements concluded between generat~ng compan~es and PSE to
the d~str~but~on compan~es Th~s would change s~gn~f~cantly the terms of the
contracts Th~s would need to have a consensus of all stakeholders The banks that
had g~ven guarant~es or cred~ts to the projects related would not agree on the
transfer M~rek's adv~ce was to wa~t unt~l the exp~rat~on of the PPAs

At the request of the Llcenslng Department of the ERa, Bechtel Pro] ect experts
(Chrls Turner, John Gulllver, Erlka Nemeth Gabor SzorenYl) revlewed and dlscussed
the draft l~censes to be granted to the d~str~ct heat~ng enterpr~ses, concentrated
flrst the "ex offlC~O" l~censes

John Gull~ver and the Hungarlans dlscussed wlth the Llcenslng Department people
the need to to llmlt the ex offlC10 llcense condltlons to the necessary mlnlmum
leavlng more speclf~c economlC requ~rements to the tar~ff control procedures
Mlrek prepared hls spec~flc guldellnes on the klnds of the general and speclflc
condltlons that should be put lnto the l~censes The Cha~rman of the ERa accepted
most of thern Unfortunately, the Consultatlve Councli of the Chalrman wants to
have more speclflc terms for llcensees even In the llcenses ex offlclo
regardless thelr feaslblilty The confllct between the Chalrman and the CC lS
becomlng more and more vlslble

Dr Duda had several meetlngs wlth Mr Wleslaw WOJclk Deputy Chalrman of the ERa
and Mrs Jadw~ga Bodych-Wasllewska, Tar~ff Department D~rector, on current drafts
of the tar~ff ordlnances to be ~ssued by the M~n~ster of Economy for the d~str~ct

heatlng, electrlc~ty and gas sectors The drafts of tar~ff ord~nances are
~ncons~stent w~th each other ma~nly because of d~fferent def~n~t~ons, d~fferent

~mplementat~on approach to the pr~ce cap formulae and lack of clear pol~cy

towards allowable ~ncreases of energy pr~ces Dr Duda prepared an extended
mater~al cons~st~ng proposal of un~f~ed approach to the structure and content of
all tar~ff ord~nances w~th the def~n~t~on of "Just~f~ed costs (~nclud~ng cost of
cap~tal wh~ch ~s a very d~ff~cult ~ssue to ma]or~ty of Pol~sh econom~sts)

Dr nuda also revlewed and prepared comments to the flrst drafts of llcenses for
the power companles as well as Just~flcatlon agalnst the latest verSlon of the
Energy Act amendments proposed by the government wlthln the country admlnlstratlve
reform supported by local selfgovernments organlzatlons These amendments almed
at extendlng the obllgatlon of preparlng by communes, not only the heat supply
plans but also electrlclty and gas supply plans that can be In contradlctlon wlth
the resource plans to be prepared by the energy enterprlses Unfortunately, the
amendments have passed through the parl~ament and ~ t w~ll create some coll~s~ons

~n the ~mplementat~on process of the new energy law

Status of Del~verables

As above Progress on the development of the database for the ERa contlnues as
does progresslon on the secondary leglslatlon

Proposed Near-Ter.m Act~v~t1es and Planned travel (30-60 days)-
Work wlil contlnue on the lnformatlon management system wlth support from
EnergSys Addltlonal llcenslng asslstance wlil be provlded as requlred, but work
wlil be slow through the Pollsh hollday tlme durlng August Dr Duda wlil
contlnue hls work wlth the ERa as well as the work on the secondary leglslatlon

Chrls Turner wlll be on ~n the Unlted States through August, and plans to travel
to Washlngton, DC durlng the second week of August for meetlngs wlth the Bechtel
and USAID proJect managers
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COUNTRY Pol~d

PROJECT RegIOnal Energy Efficiency (180-0030)
MONTH June 1998
TASK NUMBER, NAME Task 1, Regulatory OrgamzatlOnDevelopment
IMPLEMENTOR Bechtel, Regulatory Refonn and Energy Sector Restructurmg

(Includes Long Tenn AdVisor)
TASK DESCRIPTION
To assist m the creatIOnlImplementatIOnof the PolIsh Energy Regulatory AuthOrIty (ERA) to be establIshed upon passage of
pnmary ~d secondary Energy Laws Near tenn, to assist the Energy Restructurmg Group (ERG) m developmg further
secondary legislatIOn and regulatIOns A long-tenn adVisor has relocated to Warsaw to adVise the ERG ~d to assist m the
development ofthe ERA CoordmatIOnwlth the World Bank ESMAP program actiVities m trammg ofERA staff IS anticipated

ActIVities Last 30 Days
Marek Grzybowski together With Mr Wleslaw Lemarskl, Deputy Director of ERO Llcensmg, Mr Tomasz Zydorowlcz, IT
DIrector, and Mr Robert GuzIk, ERO/Bechtel LIaIson Officer vIsited computer laboratory of the PolIsh Academy of SCIence,
where EnergSys CO IS located Ener.gSys IS the only software comp~y,WhICh was mterested m our tender for local support to
the ERO mfonnatlOn management project They submitted a proposal that IS now bemg reviewed by USAID and Bechtel Mr
LIS, president of EnergSys, demonstrated good profeSSional qualtficatlOns of hiS company m a short lecture on how m hIS
opmlOn the ERO IT systems might look We deCIded to walt untIl USAID and Bechtel take the declSlon Mr LIS deCIded to take
a two-week vacation and be ready for mtenslve work m early July, If the contract IS assigned ERO representatIves and I had a
very good unpresslOn from that meetmg With a suggestion that a detaIled work-plan ofEnergSys mvolvement has to be worked
out together WIth Charles Hartel m order to fit EnergSys mto the ongomg effort

The PresIdent of the Energy Regulatory Office (ERO) has approved the fmal drafts of the Llcensmg QuestionnaIres for DIStrICt
Heatmg enterprIses Chns Turner, MIrek Duda and Marek GrzybowskI, Bechtel, asSIsted by AndrzeJ SzablewskI, Witoid
Cherubm ~d Jakub BlelIkowski deSIgned the final shape of the questIOnnaIres The questIOnnaIre IS stIlI excessIvely lengthy
~d too detailed It was more Important for the hcensmg process to get started WIth the Imperfect questIOnnaire than to get It
drowned m endless dISCUSSIon on the content of the questIOnnaIre Marek GrzybowskI sent a memo to that effect to Mrs
Zielmska, Director of Licensmg Department The Licensmg Department maIled the questIOnnaires to energy enterpnses This
fact IS a mIlestone to mark the start up ofthe hcensmg process m Poland

Marek GrzybowskI and Charles Hartel translated the latest changes of the questIOnnaIre mto a proper content of the database
Charlte ViSited Poland 17 to 19 June and we demonstrated an almost fmal versIOn of the database Charlte put the database m
ERO IT Department for testIng We deltvered draft User Manual m EnglIsh that wIll be used by IT Department for database
testmg The database work should be completed m July Just m tune when ERO Will start recelVlng questIonnaIres filled m by
enterpnses Charlie IS scheduledto spend July and August m Poland to fmalizethls task

Chns Turner and Marek GrzybowskI stayed m contact With ERO DIrectors m order to establIsh plans for trammg for the second
half of the year Unfortunately, a Bechtel proposal to send one or two representatIves of tariff department to MIchigan State
Umverslty August program has faIled due to the fact that the Department employs no EnglIsh speakmg persons at thiS tune
There IS a pOSSIbIlity that one English-speakmg staff member from the InternatIOnal RelatIOns Department wIll attend the MSU
Program

Much to our surpnse Mrs ZlelInska lost her pOSItIOn as DIrector of Llcensmg Department and left ERO Her deputy, Mr
Wleslaw Lemarski started workmg WIth us With a plan for our mtenslVe aSSls~ce m the ltcensmg process, questionnaires, and
draft licenses for other subsectors Mr LemarskI was not nommated and the new DIrector IS Mrs Elizbleta NIebIsz, Department
ofState Treasury

Also the ongmal DIrector General ofERO was replaced dunng June The new DIrector General IS Mr GrzegorzBorowlec

TarIffDepartment of ERO received the copIes ofthe presentations m PolIsh from Nalnczow, Jachranka, JadwIsm, Vera, and the
Mmlstry No staff members are fluent m English, therefore, the trammg for the TanffDepartmentwill be locally delIvered m
PolIsh

MIrek Duda at the request of the Department of Tanffs of the ERO, reViewed and prepared comments to the latest draft of the
ordmance of the Mmlster of Economy on dlstnct heat tanffs The ordmance on distnct heat tanffs has been prepared by Mr
Witold Cherubm, the dIstrIct heatmg adVIsor to the Mmlstry of Economy sponsored by PHARE, and agreed With the Department
of Energy and EnVIronment of the MIlllStry of Economy The Energy Act requIres that thIS ordmance should be agreed With the

~(
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Mimster ofFmance and should have an opmIOn ofthe ChaIrman ofthe ERO

MIrek Duda wrote a paper on a method based on the "pnce cap formulae" for all elements of the tanffs and lIgmte pnces As an
ImplementatIOn of the method MIrek prepared a draft ordmance on the lIgmte pnce regulatIon WhICh has been accepted by the
Energy Department The paper has been passed over to the TanffDepartment ofthe ERO as a base for the ERO consIderatIOn m
the revIewmg process In the paper and m the draft ordmance MIrek has proposed a separate Item the "cost of capItal" as one
most Important elements of the JustIfied costs of servIce to be assessed by the regulator It IS m accordance wIth the proposals of
the US ChamberofCommerce expressed m ItS comments to the Energy Act

Dr Duda also had several meetmgs WIth Mr Wleslaw WOJcik, Deputy Charrman of the ERO, on current regulatory Issues and
also on the overall ERO policy towards proposals to change the Energy Act on the occaSIOn ofthe country admmIstratIonreform
The new rulmg coalitIon IS trymg to change some provlSIons of the Energy Act In order to enforce the role of the local self

governments and to prepare a legal background to take over the energy dIstrIbutIon companIes' assets MIrek argued that such
approach would back offall pnvate mvestors In the pnvatIzatlonprocess, and would spOIl the market-onentedreform

Dr Duda contmued publishmg explanatory matenals to the new energy law m theIr bImonthlyJournal "Bmletyn Energetyczny"
(# 8) He had a presentatIOn on the heat and power cogeneratIOn Issues m the new energy law at a semmar held m Zakopane on
June 25 and 26

Dr Duda had a presentatIon on the problems and perspectIves of the Polish power sector m tranSItIon and a presentatIon on
behalfofMr FranCIszek KrawczynskI, Directorof the Energy Department ofthe MInIStry of Economy of Poland, on the current
status ofthe reform m the Polish power sector MIrek particIpated m the InteractIVepanel on regulatIOn ofthe power mdustnes

Dr Duda held a presentation on the current and future Issues to be solved by the PolIsh energy sector when Jommg the EU

Status of Dehverables
Currently, deliverables are ad hoc papers WIth comments and suggested reVISIOns to draft secondary legIslatIOn and ERO
matenals ThIs wIll contmue through the next 2-3 months

The InformatIon Management project contmues to produce various database matenals and aSSOCIated operatIng mstructlons The
next area for slgmficant additIOnal matenalls In lmkmg returned hcensee questionnaIresto the Issuanceofthe licenses

Proposed Near-Term ActIvJtIesand Planned travel (30-60 days)
Chns Turner Will travel to the USA m mid-July for several weeks Charles Hartel wIll return to Poland for July and part of
August PIerce Atwood attorneys John GullIver and Cath)' Connors, and licensmg experts from Hungary, Erika Nemeth and
Gabor Szorenyl WIll travel to Warsaw In mId-July to contmue licensmg adVise to the ERO
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COUNTRY
PROJECT
MONTH

TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (180-0030)
May 1998
Task 1, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur~ng

(Includes Long Term Adv1sor)
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TASK DESCRIPTION
To ass1St 1n the creat1on/1mplementat10n of the Po11sh Energy Regulatory
Author1ty (ERA) to be estab11shed upon passage of pr1mary and secondary Energy
Laws Near term, to ass1st the Energy Restructur1ng Group (ERG) 1n develop1ng
further secondary leg1slat1on and regulat10ns A long-term adv1sor has relocated
to Warsaw to adv1se the ERG and to ass1st 1n the development of the ERA
Coord1nat1on w1th the World Bank ESMAP program act1v~t1es 1n tra1n1ng of ERA
staff 1S ant1c~pated

Act1v1t1es Last 30 Days
Marek Grzybowsk1 part1c1pated 1n the organ1zat10n and de11very of two tra1n1ng
sem1nars for ERO staff The f1rst one on May 5-6 gathered approx1mately 25
people 1n two half-day seSS10ns The speakers Chr1s Turner, M1rek Duda, Cathy
Connors and Marek Grzybowsk1 spoke about bas1c regulatory concepts, US regulatory
exper1ence, and pract1cal 1mpl1cat~ons of the Energy Law Half of the aud1ence
was composed of employees of the Warsaw ERO HQ and half from ERO reg10nal
branches The second sem1nar on May 29 was held pr1mar1ly for the Warsaw ERO
staff

It lasted a full day w1th part1c1pat10n of 22 people 1nclud1ng D1rector of
L1cens1ng Department Mrs Z1el1nska and D1rector of Tar1ff Department Mrs
Bodych-Was1lewska The speakers, Karl McDermott, Chr1s Turner, M1rek Duda and
Charles F1sher went 1nto deta1ls of econom1C regulat10n, processes of tar1ff
approval, and publ1c part1c1pat10n 1n the regulatory process

Together w1th Charles Hartel Marek cont1nued work1ng on ERO 1nformat10n
management system Charles v1s1ted Poland tW1ce and together w1th Marek met w~th

ERO people from L1cens1ng Department and the newly establ1shed Informat10n
Technology Off1ce The new d1rector of ITO Mr Tomasz Zydorow1cz w1l1 take over
h1s post on June 1 Charles proceeded w1th h1S work on develop1ng a prototype
Database for the L1cens1ng Department, wh1ch w11l hold the data collected by
means of the L1cens1ng Quest10nna~re

In order to contract the ass1stance of a local software des1gner we 1nv1ted four
compan~es, who accord1ng to our 1nformat10n had some exper1ence 1n des1gn1ng
software systems for energy sector They all conf1rmed by telephone the1r
1nterest 1n subm1tt1ng a proposal The four compan1es rece1ved an 1nv1tat10n to
tender and complete package of mater1als The or1g1nal dead11ne was set for May
lS but we rece1ved compla1nts that 1t was too short therefore the deadl1ne was
prolonged t111 May 22 Unfortunately only one company responded to the proposal
Energsys Co , Ltd On May 28 we ~nterv1ewed Mr Tadeusz L1S, Pres1dent of th1s
company together w1th ERO L1cens1ng Department and ITO He demonstrated h1s
profess10nal capab111ty of perform1ng the Job The next meet1ng was set for June
2 1n the Energsys HQ, where Mr L1s 1S g01ng to show some software solut10ns that
may be of 1nterest for ERO

At the request of the Department of L1censes of the ERO, M1rek nuda cont1nued
rev1ew1ng and prepar1ng comments to draft l~cense quest10nna1res and 11censes for
heat supply compan1es The quest~onna1re and the l~censes for heat supply
compan1es are the most ~mportant documents that should be ~ssued to several
thousands ent~t~es ~n Poland The ERO people want to have as much ~n:fOI7llat1on



about the compan~es but at the same t~me they have l~m~ted poss~b~l~t~es to d~gest

~t My recommendat~on ~s to cut the volume of data to an absolute m~n~mum hav~ng

~n m~nd that the ERO can later demand more

I
I
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At the request
Compan~es, Dr
prepar~ng the~r

of the Assoc~at~on of Electr~c~ty

Duda cont1nued cooperat1on w1th
verS10ns of the draft ord1nances of

Transm~ss~on and D~str~but~on

the power ~ndustry experts
the M~n~ster of Economy
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Dr Duda, together w1th Mr W1eslaw WOJc1k, the newly appo~nted Deputy Cha1rman of
the ERO took part 1n the sem~nar on electr~c1ty markets ~n Naleczow as h~s back-up
adv1sor The sem~nar had a goal to ~dent~fy pros and cons of the electr~c~ty
market arrangements that have been elaborated by Energopro]ekt Consult~ng ~n co
operat~on w~ th the PSE people unfortunately, the authors of the market model
were not eager to get ~nvolved ~nto deta~led d~scuss~ons because the ma~n author
of the concept, Mr Popczyk, was absent Many part~c~pants left the sem~nar

unsat~sf~ed

Dr Duda took part 1n the conference "Strateg1c Opportun1t~es 1n the Develop~ng

Electr1c1ty Markets - Central and Eastern Europe, the CIS, Turkey and the M1ddle
East" organ~zed by the Adam SmJ.th Inst~tute ~n London The conference gathered
many representat~ves of potent~al ~nvestors w~ll~ng to open energy bus~nesses ~n

post commun~st countr.1es Many of them wanted to meet Dr Juchn~ew~cz who was to
take part ~n the conference As he could not come all part~c~pants ~nterested ~n

Poland made me talk from the floor about the current and the future s~tuat.1on ~n

the Pol~sh energy sector, espec~ally about the secondary leg~slat~on

Dr Duda together w1th other Bechtel representatJ.ves took part 1n the semJ.nar for
CENTREL countr1es ~n Brat~slava He also partJ.cJ.pated 1n the organ1zatJ.on and
traJ.nJ.ng courses for the ERO people wJ.th other Bechtel team specJ.alJ.sts

Status of DBl~verablBs'

As above Progress on the development of the database for the ERO contJ.nues, as
does progress10n on the secondary legJ.slat1on

Proposed Near-Ter.m ACt1V1t1BS and Planned travel (30-60 days)
Charles Hartel w1ll return to Poland 1n m1d June to cont1nue h1s work w1th the
1nformatJ.on management systems John Gul11ver 1S tentat1vely scheduled to travel
to Poland ~n m1d to late June to cont1nue l1cens1ng tra1n1ng w1th the ERO staff
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Act1v1t1es Last 30 Days: _
Mr M1rek Duda and other Bechtel experts rev1ewed and made comments to the draft
l1censes and quest10nna1res for d1str1ct heat1ng compan1es mostly related to
l1censes to be granted "ex off1c10 N

TASK DESCRIPTION.
To ass1st 1n the creat10n!1mplementat10n of the Po11sh Energy Regulatory
Author1ty (ERA) to be estab11shed upon passage of pr1mary and secondary Energy
Laws Near term, to ass1st the Energy Restructur1ng Group (ERG) 1n develop1ng
further secondary leg1slat10n and regulat10ns A long-term adv1sor has relocated
to Warsaw to adv1se the ERG and to ass1st 1n the development of the ERA
Coord1nat10n w1th the World Bank ESMAP program act1v1t1es 1n tra1n1ng of ERA
staff 1S ant1c1pated
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COUNTRY
PROJECT
MONTH

TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
Apr11 1998
Task 1, Regulatory Organ1zat10n Development
Bechtel, Regulatory Reform and Energy Sector Restructur1ng

(Includes Long Term Adv1sor)
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In cooperat10n w1th Mr W1eslaw Wo]c1k, the newly appo1nted Deputy Cha1rman of
the ERO (former MP, very act1ve 1n the par11amentary comm1SS10ns deal1ng w1th
new energy law), M1rek Duda prepared comments on the mod1f1cat1ons of the
Energy Act that are be1ng prepared 1n the process of the country adm1n1strat10n
reform

Over 100 parl1amentary acts are to be mod1f1ed 1n order to put them 1n comp11ance
w1th the new country adm1n1strat1ve bod1es (communes, count1es, and v01vodsh1ps)
that w1l1 result from the reform be1ng currently under preparat10n
Representat1ves of local self-governments are try1ng aga1n to use th1s occaS10n
to strengthen regulatory power of local adm1n1strat10n over energy related
act1v1t1es Luck1ly, the MJ.n1ster of Economy and the ChaJ.rman of the ERO
subm1tted negat1ve opJ.nJ.ons on those proposals that would change the market
orJ.entatJ.on of the new energy law

In Apr11 Marek Grzybowsk1 cooperated closely w1th the Energy Regulatory AuthorJ.ty
(URE), maJ.nly wJ.th the LJ.censJ.ng Department (LD) Marek has prepared the fJ.rst
draft of bas1c lJ.cense model based on Hungar1an l1censes ThJ.s model was used as
a template for other models, d1strJ.ct heat generatJ.on, d1str1ct heat transm1SSJ.on
and dJ.str1butJ.on, power generatJ.on, power transmJ.ssJ.on and d1str1butJ.on, gas
transm1SS1on and d1str1but10n Marek than 1ncluded comments and J.deas from M1rek
Duda, AndrzeJ SzablewskJ., WJ.told ChurbJ.n, and ErJ.ka Nemeth and prepared a broad
draft wh1ch conta1ned a var1ety of proposed condJ.t10ns extracted from IJ.censes J.n
dJ.fferent countr1es In a ser1es of meet1ngs w1th offJ.c1als of the LD the
IJ.cense models and specJ.fJ.c condJ.tJ.ons have been d1scussed Both partJ.es have
dec1ded that the effort w1l1 concentrate now on the models of heat lJ.censes
because thJ.s sector wJ.ll constJ.tute the bulk of lJ.censJ.ng effort and the LD wants
to be ready to start the 11cens1ng process J.n early June Our draft was rece1ved
by the LD for further works w1th1n the department who wanted to customJ.ze 1t to
theJ.r wJ.shes and present J.t as theJ.r product to the PresJ.dent of ORE Our Job
now 1S to comment on the f1nal draft of the heat IJ.cense prepared by LD ThJ.s
draft, however, was not ready by the end of AprJ.l

Marek has also cont1nued work1ng on the 11censJ.ng procedure Th1s effort started
w1th a Bechtel-LD meet1ng J.n early AprJ.I where we dJ.scussed all stages of the
process Based on thJ.s dJ.scuss10n, Er1ka Nemeth worked out a Memorandum on the
L1censJ.ng Procedure wh1ch was supplemented by Marek and AndrzeJ SzablewskJ. and



I del~vered to Mrs Z~el~nska, LD D~rector Follow~ng were several meet~ngs that
may hopefully result 1n a draft of the Pres~dent1al ~nstruct~on on the procedure

I
I

Tra~n~ng program on the Regulatory Bas~c Problems has been worked out Marek
worked on the log1st1cs together w~th ORE people The f1rst tra1n1ng 1S
scheduled for May 5 and 6, the second for May 29 to June 1 It ~s addressed for
personnel of the Warsaw URE Head Off1ce and for employees of the ORE local
off1ces Pr1nc1pal presenters at the f1rst tra1n1ng w11l be Cathy Connors, Chr1s
Turner, M~rek Duda, and W1told Cherub1n

Mr Chr:l.s Turner and Mr Duda had a meetJ.ng wJ.th Mr DuvJ.vJ.er and Mr Benmessaud
from the World Bank and brJ.efed them on the current J.ssues of the energy sector
1n Poland

Mr ChrJ.s Turner and Mr Duda also met WJ.th Mr M1shra from the US representJ.ng
CMS Energy Co and brJ.efed hJ.m on the new legal enV1ronment and J.nvestment
opportun1t1es 1n the Po11sh energy sector

At the request of the AssocJ.at:l.on of Electr1cJ.ty Transm1ssJ.on and DJ.str1butJ.on
CompanJ.es, Mr Duda contJ.nued cooperatJ.on w1th the power 1ndustry experts
preparJ.ng the1r versJ.ons of the draft ordJ.nances for the M:l.nJ.ster of Economy J.n
order to present consumer 1nterests J.n the draft1ng process

In order to progress w1th the process of desJ.gn1ng a Database system for URE,
Marek contacted some companJ.es, wh1ch m1ght be qualJ.f1ed and J.nterested 1n
runn1ng for a tender as subcontractor Unfortunately, the t1me 11m1t for the
proJect 1S too short and th1s may 11m1t 1nterest Four compan1es have rep11ed
and conf1rmed 1nterest 1n rece1v1ng Request for Proposal Th~s task J.s to be
cont~nued when CharlJ.e Hartel arr1ves J.n Poland

MJ.rek Duda
the Economy
trade,

At the request of the Department of Energy and Env1ronment, Mr
prepared and presented to the mJ.n1ster1al experts a draft verS10n of
MJ.nJ.ster's ordJ.nance on deta1led terms of so11d and lJ.qu1d fuels bulk

Several meet1ngs were performed on the l1cens1ng quest1onna1re, Wh1Ch 1S to be
the ma1n tool to collect 1nformat10n necessary 1n the 11cens1ng process Th1s
1nformat10n w111 also be fed 1nto the Database, wh1ch 1S be1ng worked out by
Charl1e Hartel Marek together w1th M1rek, W~told Cherub~n, and Andrze]
Szablewsk1 commented on several drafts of the quest1onna~re 1n order to 11m~t the
amount of 1nformat10n LD 1S try~ng to collect to a m1n1mum necessary for
l1cens1ng process and to a manageable S1ze Th1s standpo1nt 1S based on a
Hungar~an exper1ence of HEO where the off1ce has overwhelmed 1tself w1th the
1nformat~on flow Follow1ng our adv1ce the URE quest~onna1re has been cut by
approx1mately 1/3 but 1t 1S st1ll too deta1led More d1scuss10n 1S to follow

The ord1nance J.S to regulate terms of bulk trade of coal and l1qu1d fuels J.n
order to el1m1nate a bad pract1ce allowJ.ng for cartel behav10r of the maJor1ty
of coal and some of 011 and gasol1ne supplJ.ers Unfortunately, some prov~s10ns

concernJ.ng oblJ.gatJ.on for power and heat generatJ.ng companJ.es to purchase coal
based on an open b1dd1ng process wJ.th part1c1pat10n of all potent1al suppl1ers
d1d not get m1nJ.ster1al approval D1SCUSS10ns of that J.ssue are to cont1nue

I
I
I
I
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I
Status of DelJ.verables

As above Tra1nJ.ng programs as scheduled
L~cens1ng Department

Awa1t1ng further responses from ORE

I
I

PrelJ.mJ.nary database to go to URE J.n May

Comments and reV1S10ns to secondary leg1slatJ.on are contJ.nuJ.ng as requested
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Proposed Near-Ter.m Act1v1t1es and Planned travel (30-60 days).
Turner and nuda w1ll travel to Brat1slava for the CENTREL Roundtable, May 26-29,
1998 Mr Duda w1ll travel to London for Adam Sm1th Conference, May 20-22 and
w1ll then go to M1lan for Power Gen Europe, June 9-11 John Gul11ver and Er1ka
Nemeth w1ll travel to Poland dur1ng May and June as needed

Hartel w1ll be 1n Warsaw 1n May (two tr1ps) and June
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TASK DESCR:IPT:ION
To ass1St the Po11sh D1str1but10n Compan1es 1n the restructur1ng of the
electr1c1ty 1ndustry 1nto commerc1ally v1able, customer or1ented and ult1mately
pr1vat1zed fl.rms A long-term advl.sor has relocated to Warsaw to coordl.nate
1nter- and 1ntra-sector ass1stance act1v1t1es, 1nclud1ng the 1nteract1on among
the regulatory, generat10n, transm1Ss10n, dJ.str1but10n and 1ndependent power
product1on 1nterests Ass1stance to the d1str1but10n sector w1l1 focus on
development of 1nd1vl.dual company tar1ffs (serv1ce terms and prJ.cl.ng), reg10nal
Integrated Resource Plann1ng, organ1zat10nal development and techn1cal tra1n1ng,
and pr1vat1zat10n plann1ng (bus1ness, corporate governance, strateg1c)
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COUNTRY
PROJECT
MONTH
TASK NCMBER, NAME
:IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
Apr1l 1998
Task 2, (EOS) Ass1stance to D1str1but1on Company
Bechtel, Regulatory Reform and Energy Sector Restructur1ng
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Act1v1t1es Last 30 Days
No maJor actJ.vJ.tJ.es durJ.ng the last perJ.od ThJ.s work 1S mostly complete

Status of De11verables'
None due at th1s tl.me

Proposed Near Ter.m Act1v1t1es and Planned Travel (30-60 days)
The proJect wl.ll complete adm1nJ.stratl.ve efforts to wrap-up the Arthur Andersen
prl.vatl.zatl.on work
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COUN'l'RY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (180-0030)
March 1998
Task 1, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur~ng

(Includes Long Term Adv~sor)
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~on of the Pol~sh Energy Regulatory
Author~ty (ERA) to be establ~shed upon passage of pr1mary and secondary Energy
Laws Near term, to ass1St the Energy Restructur~ng Group (ERG) 1n develop1ng
further secondary leg1slat~on and regulat10ns A long-term adv1sor has relocated
to Warsaw to adv1se the ERG and to assJ.st J.n the development of the ERA
Coord~natJ.on wJ.th the World Bank ESMAP program actJ.vJ.tJ.es J.n traJ.n~ng of ERA
staff J.s antJ.cJ.pated

Act1v1t1es Last 30 Days
Mr Duda made a presentat10n ent~tled "Implementat~on of Regulated and
Compet~tJ.ve Electr~c~ty Markets under the New Pol~sh Energy Law" at the
1nternat~onal conference "central and Eastern European Power Industry Forum 
CEEPIF 98", held J.n Warsaw on March 24-26 Mr Turner also partJ.c1pated J.n thJ.s
event

Marek Grzybowsk~ and Charles Hartel worked on the 1nJ.tJ.al aspects of the
Informat~on Management Systems act~v~ty for the ERO

AssJ.stance to the ERO LJ.cens1ng Department began J.n earnest WJ.th l1cense
procedures and draft l~censes at the top of the l1St John Gull1ver and Er1ka
Nemeth v~s~ted Warsaw to beg~n theJ.r 1nvolvement w~th the L~cens~ng Department
Marek Grzybowsk~ produced deta1led workscope documents and schedules for ERO
assJ.stance

At the request of the M1n1stry of Economy, Mr Duda cont~nued prov1d1ng
ass1stance J.n revJ.ew1ng, correct1ng and negot~at1ng WJ. th other mJ.n~strJ.es the
energy secondary leg1slat~ve documents These documents ~nclude leg~slatJ.ve

documents on oblJ.gatory fuel stocks, qual~ty standards of l~qu~d fuels, sol1d and
l1quJ.d fuel trad1ng, connect~ons to d~str~ct heat~ng systems, d~strJ.ct heat
trade, and gr~d operat~on, prOV1s~ons for transmJ.ss~on servJ.ces ~n dJ.str~ct

heatJ.ng gr~ds, qual~ty standards of heat supply and heat tar1ffs ThJ.s effort
was ~n cooperat10n w1th Mr Cherub1n, the dJ.str~ct heat expert

Mr Duda cont1nued cooperatJ.on w~th the Department 6f Energy and Env1ronment and
the task force group of electr~c~ty experts on the electrJ.c1ty secondary
leg1slat1on on connect~ons to the gr1d and qual~ty standards of customer serv1ce

In order to accelerate the work on electr~c~ty secondary leg~slat~on the M~n~ster

of Economy has ass~gned the Pol~sh Power Gr~d Co and the pol~sh O~l and Gas
Company as respons~ble organ~zat~ons for the preparat~on of the rest of the
documents related to electr~c~ty and gas Th~s dec~s~on has ~n some way
deter~orated the work of the task force group of m~n~ster~al and electr~c~ty

sector experts work~ng on the same subject Unfortunately, w~th~n those
compan~es there are only a few experts be~ng able to do such work Th~s w~ll

lead e~ther to get documents of lower qual~ty or to further delay the work

Mr Duda contJ.nued lectur1ng at tra1nJ.ng courses on the new energy law for
d1fferent groups of 1ndustr1al managers (1n Warsaw and TorufJ.)
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Chr1s Turner managed the ERO ass1stance start-up and worked w1th USAID to ref1ne
the extended ProJects work plan

Status of De11verables
See above

Proposed Near-Ter.m Act1v1t1es and Planned travel (30-60 days)
Concentrat10n w111 cont1nue on 1nformat1on management and 11cens1ng InJ.t1al
work wJ.II begJ.n on tar1ffs, and one computer tra1n1ng program w111 be presented
to ERO staff Charles Hartel and ErJ.ka Nemeth w1ll return to Warsaw 1n early
AprJ.l to contJ.nue the1r efforts on the J.nformatJ.on management system and
lJ.censJ.ng support respect1vely
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TASK DESCRIPT~ON

To ass1st the Pol1sh D1str1but10n Compan1es 1n the restructur1ng of the
electr1c1ty 1ndustry 1nto commerc1ally v1able, customer or1ented and ult1mately
pr1vat1zed f1rms A long-term adv1sor has relocated to Warsaw to coord1nate
1nter- and 1ntra-sector ass1stance act1v1t1es, 1nclud1ng the 1nteract10n among
the regulatory, generat10n, transm1ss10n, d1str1but10n and 1ndependent power
product10n 1nterests Ass1stance to the d1str1but10n sector w111 focus on
development of 1nd1v1dual company tar1ffs (serv1ce terms and pr1c1ng), reg10nal
Integrated Resource Plann1ng, organ1zat10nal development and techn1cal tra1n1ng,
and pr1vat1zat10n plann1~g (bus1ness, corporate governance, strateg1c)
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (~80-0030)

March ~998

Task 2, (EOS)Ass1stance to D1str1but10n Company
Bechtel, Regulatory Reform and Energy Sector Restructur1ng
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Act1v1t1es Last 30 Days
Mr Duda cooperated w1th the department and the Assoc1at10n of Electr1c1ty
Transm1SS10n and D1str1but10n Compan1es 1n prov1d1ng arguments aga1nst attempts
of representat1yes of local self -governments to change the new energy act 1n
order to 1ncrease the1r control over the energy compan1es on the1r terr1tor1es

The new rul~ng coal~t~on ~s prepar~ng a reform of the country adm~n~strat~on

through ~ntroduc~ng three levels of adm~n~strat~ve organs, (communes, count~es

and voyvodsh~ps) Only voyvods are to be nom~nated by the government, the
author~t~es ~n communes and count~es w~ll be elected locally They want to
control resource plans and tar~ffs of local energy network compan~es ~n the old
style The~r proposals can decrease substant~ally the market character of the
new energy act

Mr Duda also took part and made a presentat10n on the new legal and regulatory
enV1ronment 1n the Po11sh power sector at the USAID/Bechtel and Arthur Anderson
sem1nar on pr1vat1zat10n of Po11sh power enterpr1ses held 1n Warsaw on March 3

Status of Del1verables
None at th1s t1me

Proposed Near Ter.m Act1v1t1es and Planned Travel (30-60 days)
The proJect w1ll complete adm1n1strat1ve efforts to wrap-up the Arthur Andersen
pr1vat1zat10n work
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Reg~onal Energy Eff~c~ency (180-0030)
February 1998
Task I, Regulatory Organ1zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur1ng
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TASK DESCRIPTION
To ass1st 1n the creat~on/~mplementat10n of the POl1Sh Energy Regulatory
Author~ty (ERA) to be establ1shed upon passage of pr1mary and secondary Energy
Laws Near term, to ass1St the Energy Restructur1ng Group (ERG) 1n develop~ng

further secondary leg1slat~on and regulat10ns A long-term adv1sor has relocated
to Warsaw to adv~se the ERG and to ass~st 1n the development of the ERA
Coord~nat~on w1th the World Bank ESMAP program act1v~t1es 1n tra1n1ng of ERA
staff lS ant1c~pated

Act1v1t~es Last 30 Days
Chr1s Turner and Mlrek Duda presented an update to USAID on the POl1Sh regulatory
sltuat10n and on potent1al areas of ass1stance to the Energy Regulatory Off1ce
dur1ng the1r 1ntense startup per10d

Also dur1ng that per10d, M1rek Duda took part 1n regular, tW1ce a week, meet1ngs
of the m1nlster1al task force group of experts for energy law secondary
leg1slat1on related to electr1c1ty and heat The task force group has
pract~cally f~n~shed the draft ord~nances of the M~n~ster of Economy (MoE) on
connect~ons to the gr~ds, heat trade, heat~ng system operat~on, and customer
serv~ce standards The next step wJ.ll be the draft ord~nance of MoE on heat
tar~ffs The electr~c~ty group has f~n~shed the draft ord~nance of MoE on
connect~ons to the power gr~ds and connect~on fees Currently the group J.S

elaboratJ.ng the draft on customer servJ.ce The drafts of ordJ.nances on
electr~cJ.ty trade, power system operat~on, and electr~cJ.ty tar~ffs are to be
subm~tted by the PolJ.sh Power GrJ.d Co - on d~rect request of Mr Szlozak, Deputy
MJ.n~ster of Economy respons~ble for the energy sector S~m~lar request has been
forwarded to PolJ.sh Gas and O~l Co ~n order to accelerate the draft~ng process

At the request of Mr Datkowsk~, Deputy D~rector of the Energy and Env~ronment

Department, M~rek Duda prepared comments to the draft ord~nance of MoE on
pr1nc1ples of sett1ng llgn1te pr1ces The new law requJ.res the MoE to ~ssue an
ordJ.nance on prJ.ncJ.ples of domest~c IJ.gn~te prJ.cJ.ng as the lJ.gn~te m~nes are
operatJ.ng on monopolJ.stJ.c markets, and the lJ.gnJ.te prJ.ces are to be regulated by
the regulator

At the request of the Assoc1at~on of Electr1c1ty Transm1ss10n and D1str1but10n
Compan~es Mr Duda took part ~n several meet~ngs of the power 1ndustry experts to
prov~de ass1stance 1n proper lnterpretat10n of the energy act

Together wlth ESMAP, PHARE and UK-Know-how Fund adv~sors. Mr Duda took part 1n
several "bra1n storm" meet1ngs wlth Mr Leszek Juchnlew1cz, the Chalrman of the
ERO, and hlS staff on def1nlng the most urgent tasks for the ERO. and the content
of llcenses to be ~ssued "ex off1C10" th1S year

At the request of the Assoclatlon of CHP Plants. and the EconomlC Chamber of
Dlstrlct Heat1ng Companles together w1th Mr Cherubln, the dlstrlct heat1ng
advlsor. M~rek Duda took part In a meet~ng of the~r experts to present the
current drafts of the ord~nances of MoE related to heat supply The
AssocJ.at~onsJ experts were to prepare comments to the drafts and wanted to have
d~scussJ.on WJ.th m~n~sterJ.al adv~sors to clarJ.fy theJ.r understand~ng of the energy
act and provJ.sJ.ons of the draft ordJ.nances prepared by the mJ.nJ.sterJ.al task force
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group

As an ~nv~ted member of the Organ~zat~on Comm~ttee of the sem~nar on the energy
law at the fa~r "Eco-Energ~a" ~n Gdyn~a, on Apr~l 1-3, Mr Duda w~ll take part ~n

a meet~ng of the comm~ttee and suggested speakers and presentat~ons related to
the ma~n top~c (Mr Juchn~ew~cz w~ll be one of the speakers at the sem~nar)

Mr Duda prepared a presentat~on on the new power sector regulat~on for the
sem~nar of the USAID/Bechtel and Arthur Andersen Co held ~n Warsaw on March 3,
199B

Marek Grzybowsk~ worked on collect~ng ~nformat~on necessary for the Automat~on

Plan for Energy Regulatory Off~ce In result of h~s v~s~ts to Energy Market
Agency Marek worked out a Memo (below) concern~ng data sources and ava~lab~l~ty,

wh~ch ~s to ass~st Charles Hartel upon resumpt~on of the Automat~on Plan task ~n

the Informat~on Management Systems proJect

Status of Del~verables

See above

Proposed Near-Term Act~v~t~es and Planned Travel (30-60 days)
Work w~ll cont~nue on the Automat~on Plan task ~n the Informat~on Management
Systems proJect Charles Hartel, Bechtel, w~ll return to Warsaw ~n m~d- March to
cont~nue h~s efforts w~th the ERO staff

John Gull~ver, P~erce Atwood, and Er~ka Nemeth, the attorney from Hungary, w~ll

travel to Warsaw the week of March 16 to meet w~th the L~cens~ng D~v~s~on of the
ERO to beg~n the~r l~cens~ng ass~stance work Another such meet~ng ~s planned
w~th add~t~onal resources from the US, ~n m~d Apr~l
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MEMORANDUM

From Marek Grzybowsk~

To Chr~s Turner
C c Charles Hartel
Date February 6 1 1998
SubJect The ex~st~ng databases of enerqy ~nformat~on

Further to our talks w~th Mr Krzysztof Moczulsk~, ERO General D1rector and h1s
request for spec~f~catlon of ex~stlng sources of energy sector data I dld a small
research at the Energy Market Agency (EMA)

Stat1st1cal Forms
EMA by v1rtue of the Stat1st1cal Act of 1995 has an access to 1nd1v1dual
corporate data wh~ch ~s collected by means of var~ous stat~st~cal quest~onna~res

Most blank forms we have recelved e~ther from EMA or Central Stat~st~cal Off~ce

(GUS) durlng CharlesD prevlous V1S1t The questlonna~res appl~cable for
collectlng lnformatlon from energy companles generally represent two types

I
I
I

G

G-02, G-03

G-09
G-010

F

F-Ol
F-02

- type, contalnlng var~ous technlcal data
- productlon of energy and energy products, trade, consumptlon and

stocks,
- same as above but spec~flc for hard coal sector,
- same as above but speclf~c for electrlclty and heat sectors,

- type, contalnlng var~ous flnanclal data
- Sales, costs of sales, earnlngs before lncome and tax,
- Balance Sheet and Income Statement

I
I
I
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Informatlon Flow
G -02 and G-03 forms fliled ln by energy enterpr1ses are collected by Reglonal
State Statlstlcal Off~ces (WUS) for ver~flcat~on of formal and stat~st~cal

correctness and then dellvered to EMA for process~ng ~nto aggregat~ons requlred
by GUS

G -010 form lS sent by enterpr~ses d~rectly to EMA, and G-09 form ~s send
d~rectly to the State Agency for Restructurlng of the Hard Coal Sector (PARG)

F-01 and F-02 forms are collected by NUS ver~fled and processed lnto aggregatlons
and the results are dellvered to GUS In the recent years a pract~ce has been
developed that coples of F-01 and F-02 are elther sent to EMA by enterpr1ses or
made avallable by WUS to EMA 1n order to ass1St the works of the Prlclng Councl1
set forth by the Mlnlstry of Industry and Trade, now Mlnlstry of Economy The
members of the Prlclng Councl1 are allowed to work on all lndlvldual corporate
data, both G and F type but thlS lS a sort of unoff1c1al pract1ce not based on
any legal ground In fact the Statlstlcal Act of 1995 prohlblts GUS, NUS and
E~ to release lndlvldual corporate data to anybody wlthout any exceptlon I was
told ln both GUS and EMA that ERO wll1 not be able to have an access to thelr
data-banks wlthout an amendment of the Stat1stlcal Act of 1995 GUS undertook
some effort to lntroduce certa~n changes ln the thlS law but the1r effort does
not take the needs of ERO lnto cons1deratlon

EMA offer of cooperatlon
EMA lS open for cooperatlon wlth ERO provlded the legal obstacle lS removed Mr
Kumanowskl expressed lnterest to cooperate In many ways, startlng from exportlng
collected by EMA data lnto ERO data-bases, and endlng wlth perform~ng Da complete
serv~ceD for ERO ~ e collectlng and process~ng and ta~lor~ng data to ERO format

In the second case ERO would be s~mply a termlnal of EMA computer system Any
serVlce provlded by EMA would be based on a commerclal contract



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

It ~s hard to spec~fy the data categor~es wh~ch m~ght be ava~lable at EMA EMA
operates over 60 d~fferent data -bases and only the1r Data-base d1rectory 1S a
book two ~nches th1ck All data bases EMA 1n Oracle system The data 1S stored

by years and not by enterpr1ses In order to have company or1ented data EMA
would have to re-process the data

Some data that may be of use for ERO 1S ava~lable r1ght away e g
- updated address l~st of maJor1ty of energy enterpr1ses,
- maJor techn~cal spec1f1cat~ons of energy enterpr1ses,
- all ERO off~c1al stat~st~cal reports

Th~s data J.S ava1lable on a commerc~al bases and EMA expects ERO to become a
permanent EMAils cl1ent for those reports Pr1ce l1StS of per1od~c reports are
ava~lable at EMA
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TASK DESCRIPTION
To ass1st the Po11sh D1str1but1on Compan1es 1n the restructur1ng of the
electr1c1ty 1ndustry 1nto commerc1ally v1able, customer or1ented and ult1mately
pr1vat1zed f1rms A long term adV1sor has relocated to Warsaw to coord1nate
1nter- and 1ntra-sector ass1stance act1v1t1es, 1nclud1ng the 1nteract10n among
the regulatory, generat1on, transm1ss10n, d1str1but1on and 1ndependent power
product10n 1nterests Ass1stance to the d1str1but10n sector w1ll focus on
development of 1nd1v1dual company tar1ffs (serv1ce terms and pr1c1ng), reg10nal
Integrated Resource Plann1ng, organ1zat1onal development and techn1cal tra1n1ng,
and pr1vat1zat1on plann1ng (bus1ness, corporate governance, strateg1c)

Act1v1t1es Last 30 Days

Marek Grzybowsk1 worked together w1th Arthur Andersen on the log1st1cs and
organ1zat10n of the large Pr1vat1zat1on Conference wh1ch took place 1n the Warsaw
Br1stol Hotel on Tuesday, March 3 The Conference was attended by over 140
part1c1pants Deta1led report w1ll follow 1n March after evaluat1ng
Part1c1pantsD Quest1onna1res

Status of De11verables
See Above The Pr1vat1zat10n Manual was subm1tted to ProJect management and
USAID for reV1ew 1n February Once th1s and the Conference are completed, the
work on th1s task w1ll be v1rtually complete

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
The Pr1vat1zat1on Conference deta1led report w1ll be subm1tted 1n March and the
Manual w1ll be f1na11zed Once these reports are f1na11zed and approved, th1s
task w1ll be complete



IUSAID EUR/DR/EI Monthly Summary Report

I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~onofthe Pol~sh Energy Regulatory Author~ty

(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to assJ.st the Energy RestructurJ.ng Group (ERG) ~n developJ.ng further secondary
leg~slatJ.onand regulat~ons A long-term advJ.sor has relocated to Warsaw to advJ.se
the ERG and to assJ.st ~n the development of the ERA Coord~nat~on w~th the World
Bank ESMAP program act~vJ.t~es J.n tra~nJ.ng of ERA staff J.S ant~c~pated

Act~v~tJ.es Last 30 Days
Chr~s Turner part~c~patedJ.n the ENI Annual Rev~ew meet~ng J.n Wash~ngton, DC January
6-7, 199B

MJ.rek Duda took part J.n a meetJ.ng of the management of the Department of Energy and
Env~ronment of the MJ.n~stry of Economy on coordJ.nat~on of the assJ.stance of the
USAID, ESMAP, UK Know-How Fund and PHARE experts J.n the work on secondary
leg~slatJ.on The meetJ.ng was devoted to ass~gn~ng tasks related to the secondary
legJ.slatJ.on among the experts be~ng f~nanced from foreJ.gn assJ.stance funds

The USAID experts are to ass~st ~n f~nalJ.zJ.ng the drafts of all ordJ.nances of the
MJ.nJ.ster of Economy related to the electrJ.cJ.ty ~ndustry M~rek Duda was asked to be
ch~ef ed~tor of ma~n electrJ.c ord~nances, and also to take part J.n rev~ew~ng and
dJ.scuss~on of other documents on fuels, d~strJ.ct heatJ.ng and gas ~ssues, maJ.nly to
check theJ.r complJ.ance wJ.th the energy act

Mr Duda revJ.ewed and proposed correct~ons to the draft ord~nances of the M~n~ster

of Economy on qual~ty requ~rements for l~qu~d fuels He also revJ.ewed and prepared
comments to the draft ordJ.nance of the Counc~l of M~n~sters on l~cense fees, and on
the draft ord~nance of the Pr~me M~n~ster on the nomJ.nat~ng procedures for members
of the ConsultatJ.ve CouncJ.l to be affJ.IJ.ated wJ.th the ChaJ.rman of ERO

Mr Duda also contJ.nued hl.S cooperatJ.on wJ.th Mr WJ.told CherubJ.n on draft ordJ.nances
of the MJ.nJ.ster of Economy related to dJ.strJ.ct heatJ.ng (connectJ.ons to the grJ.d,
coverJ.ng connectJ.on costs, provJ.dJ.ng transm~ssJ.on servJ.ces, etc)

Mr Duda began work on edJ.tJ.ng drafts of the electr~c ordJ.nances of the M~nJ.ster of
Economy wJ.thJ.n a task force group of mJ.nJ.sterJ.al and ~ndustry experts There are
two fJ.rst meet~ngs of the task force group w~th the part~cJ.patJ.on of Mr DarJ.usz
MJ.odusk~ from Amer~can Chamber of Commerce who represents pr~vate J.nvestors

At the J.nv~tatJ.on of the AssocJ.at~on of ElectrJ.cJ.ty Transm~ss~on and DJ.strJ.but~on

Compan~es, Mr Duda del~vered lectures on the new energy law at a traJ.nJ.ng sem~nar

J.n Poznan He was also ~nvJ.ted by the Pol~sh OJ.l and Gas Company to del~ver

lectures on the energy law at two tra~nJ.ng semJ.nars for the company managers J.n
Jadw~sJ.n near Warsaw

Mr Duda, together wJ.th ChrJ.s Turner, took part J.n the Prague semJ.nar on regulatory
J.ssues for CENTREL countrJ.es Mr Leszek JuchnJ.ewJ.cz, the Cha~rman of the ERO, also
part~cJ.pated J.n that semJ.nar That was hJ.s fJ.rst show at such sem~nar outs~de

Poland We had a good occasJ.on to d~scuss w~th hl.m ~nformally many J.mportant ~ssues

related to the development of the ERO and our cooperat~on wJ.th hJ.m and hJ.s
personnel
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Marek Grzybowsk~ also cont1nued talks w1th Energy Regulatory Off1ce (ERO) on the
~mplementat10n of the work-plan draft prepared by Charles Hartel and Marek The
translated document has been del1vered and dJ..scussed wJ..th Mr Juchn1ewJ..cz, ERO
Cha~rman, Mr MoczulskJ..,ERO General D1rector, and Mr Madry, D1rector of L~censJ..ng

Department Marek set appoJ..ntments for Charles v~s~t to Poland

On January 26 Marek flew to Budapest where he met wJ..th Charles at Hungar~an Energy
Off~ce for a br~ef~ng from some HEO off~c~als on the development of the Hungar1an
regulatory system Together w~th Charles we d~scussed the ~mplementatJ..on of the
HEO Informat~on Management System and possJ..ble lessons for Poland The HungarJ..an
experJ..ence seems to be very useful, espec~ally the systems now be~ng 1mplemented J..n
the HEO L~censJ..ng Department, however the scope of the Pol~sh proJect J..S much
broader In Poland we are focused on des1gn~ng an 1nformat~on system cover~ng all
funct~ons and departments of the ERA, wh1ch ~s also to be a much larger agency then
the HEO

From Budapest we returned to Poland on January 26 and next day went by tra1n to the
Torun power dJ..str1but~ori company to assess the development of the~r management
J..nformat10n system and d~scuss J..deas of a future cooperatJ..on wJ..th ERO J..n terms of
exchange of J..nformatJ..on In Torun we met wJ..th Mr Tadeusz Kusza], the manager of
IT Department The followJ..ng two days January 27 and 28 were spent at the ERO
dJ..scussJ..ng wJ..th Mr MoczulskJ.. and Mr Madry elements of our proJect It has been
agreed upon that J..n the fJ..rst stage, an ERO automat~on skeleton plan wJ..ll be
prepared and subm~tted for ERO dJ..scuss10n J..n the fJ..rst half of March ThJ..s
skeleton plan w~ll present a basJ..c concept of the Management Informat~on System and
possJ..bly techn1cal specJ..f~catJ..onofhardware and software ThJ..s specJ..f1cat~on w~ll

be useful for the ERO to prepare procurement tenders We confJ..rmed and explaJ..ned
aga~n that our proJect wJ..Il not be 1nvolved and respons1ble for procurement of
equJ..pment and software

Charles VJ..SJ..t to Poland was tJ..me to coord1nate wJ..th a VJ..s~t of Mr ChrJ..stopher Lean
and Mrs DomJ..nJ..que P1ncemaJ..lle Cooke of JIGSAW ConsultJ..ng Group from London, hJ..red
by the World Bank ProJect to work out an ERa aff~ce Plan The Br1tts d1scussed
comments of the ERa offJ..cJ..als on theJ..r draft plan and delJ..vered a fJ..nal draft wh~ch

J..S to be a basJ..c document for us to consJ..der J..n workJ..ng on our proJect They have
practJ..cally fJ..nJ..shed theJ..r Job but expressed the~r J..nterest J..n workJ..ng WJ..th us J..n
case of need

More detaJ..led J..nformatJ..on on Charles' and my trJ..p to Hungary, Charles' V1SJ..t to
Poland and my ~nvolvement ~n J..t wJ..Il be provJ..ded under a separate "Tr~p Report"

Status of DelJ..verables
See above

Proposed Near-Term ActJ..vJ..t~es and Planned Travel (30-60 days)
Mr Duda wJ..ll contJ..nue h~s role as a member of the var~ous secondary leg~slat~on

workJ..ng groups He wJ..ll also work wJ..th the ERO as needed to help them become
operatJ..onal Marek GrzybowskJ.. and Charles Hartel w1ll contJ..nue theJ..r efforts on the
development of a draft "skeleton" ERG automatJ..on plan It wJ..ll be submJ..tted to the
ERO J..n February Charles Hartel expects to return to Warsaw J..n March
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TASK DESCRIPTION
To ass1st the Pol1sh D1strlbut10n Compan1es In the restructur1ng of the electrlclty
J.ndustry ~nto commerc~ally v~able, customer orlented and ult~mately prlvat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and J.ntra
sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among the regulatory,
generatJ.on, transmlss~on, dlstr~but~onand ~ndependent power product~on lnterests
Ass1stance to the d~str1but~on sector w111 focus on development of 1nd~vldual
company tar1ffs (servlce terms and prlclng), reg~onal Integrated Resource Plann1ng,
organlzat10nal development and techn1cal tra1n1ng, and prlvatlzatlon plann~ng

(bus~ness, corporate gov~rnance, strateg1c)
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Poland
Reg~onal Energy Eff~c~ency (180-0030)
January 1998
Task 2, (E05)Ass~stance to D~str~butl0n Company
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Act1v~t~es Last 30 Days
Marek Grzybowskl together wlth Marc1n Borek of Arthur Andersen Corporate F1nance
worked on the organ1zatlon of the Pr1vatlzat10n Conference scheduled for March 3 at
the Br1stol Hotel Deta1ls of the agenda have been f~nal1zed and texts of the
Inv1tat10n and Part1c1pat10n Entry Form have been agreed upon and pr1nted 1n the
form of a n1cely des~gned leaflet wlth the USAID, Bechtel and Arthur Andersen logos
on the cover By the end of January, the leaflet was malled to ca 200 addressees
represent1ng all subsectors of the Energy lndustry and other lnst1tutl0ns wh1ch may
take an 1nterest In prlvat1zat10n The deadl1ne for the entr~es J.S February 18
The response so far 1S very good and we already have nearly 70 conf1rmed
part1clpants w1th the expectancy be1ng well over 100 persons The matter of
prlvat1zat10n becomes aga1n a hot 1ssue among energy enterpr~ses who are keen to
learn the pr1vatJ.zatlon concepts of the new government We are negot1atlng a
presentat10n of one of the v~cem1n1sters of the M~nJ.stry of State Treasury, now
responsJ.ble for prJ.vat1zat~on decls~ons Th~s maybe the focal pOlnt of the
conference, however unt~l now we do not know what th1s new prlvat1zatl0n concept of
the M1n1stry may be
Br1stol Hotel w1ll be the venue of the Conference due to Marr10tt and Sheraton t1me
non ava11ab1l1ty F1nal prlce for cater1ng 1S stll1 belng negot1ated

Status of Del~verables

See Above The Pr~vat~zat~on Manual wlll be submJ.tted to ProJect management and
USAID for reV1ew J.n February Once thJ.s and the Conference are completed, the work
on th~s task w111 be vlrtually complete

Proposed Near Term ActJ.Vltles and Planned Travel (30-60 days)
Marek and the Arthur Andersen team w1ll complete the arrangements for the March 3rd
Conference Th1s wJ.ll be one of the f1nal dellverables on th~s task
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December 1997
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat10nofthe Pol1sh Energy Regulatory Author1ty
(ERA) to be establ1shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass1st the Energy Restructur1ng Group (ERG) 1n develop1ng further secondary
leg~slat1onand regulat10ns A long-term adv1sor has relocated to Warsaw to adv~se

the ERG and to ass~st ~n the development of the ERA Coord1nat1on w1th the World
Bank ESMAP program act~v~t~es 1n tra~n~ng of ERA staff ~s ant~c~pated

Act1v1t1es Last 30 Days
Mr Duda, together w~th Mr w1told Cherub1n, had several d1scuss~onsat the M~n~stry

of Economy on a new verS10n of energy law secondary leg1slat1ve documents related
to heat supply The d~scuss10ns showed that the new verS10n elaborated by W~told

Cherub~n and M1rek Duda seems to be agreeable to the m1n1stry and heat supply
organ1zat~ons The d1Scuss10ns are to be cont1nued 1n January

Based on the deta1led reV1ew and d1Scuss1ons w1th the Pol1sh power experts, Mr Duda
prepared h1s 0p1n10n on the new verS10n of the trad1ng arrangements 1n the power
sector elaborated by the task force group of Pol1sh power experts The 0p1n10n was
negat1ve and the f1nal conclus10n was to redo the document totally It has been
presented by representat~vesof the Energy and Env~ronment Department at a meet~ng

of the Counc~l for Power Sector Internal Pr~ces The Counc~l got s1m1lar 0p1n10ns
from other power organ1zat~ons, so the document w~ll be rev~sed and changed
accord~ng to rev~ewers' remarks In the meant~me the old document from 1997 w1l1 be
val1d w1th some changes reflect~ng the electr1c1ty pr~c1ng dec~s~ons made by the
M~n~ster of F1nance for 1998

At the request of the Energy Department, Mr Duda part1c1pated 1n the d1scuss10ns
on the draft ord~nance of the M1n1ster of Economy on obl1gatory fuel reserves for
electr1c, gas and d1str1ct heat1ng sectors to be 1ssued under the new energy law
St1ll some proposals to change the present draft are to be d1scussed because there
occurred legal d1ff1cult1es related to compl1ance of two parl~amentaryacts the new
energy law act and the act on strateg~c fuel reserves The m~n1ster1al lawyers are
to settle that problem ~n January

Together w~th Chr1s and other experts from Bechtel Consult~ng, Mr Duda organ1zed
and carr1ed out a sem1nar on the trans~t10nal 1ssues of ~mplement~ngcompet1t1ve and
regulatory markets ~n the electr1c and gas sectors 1n Poland under the new energy
law The sem~nar took place at the M1n1stry of Economy on December 15-16 Over 30
part1c1pants from d1fferent governmental and 1ndustry organ1zat1ons were present
dur~ng both days Mr Franc1szek Krawczynsk1 expressed h~s great sat1sfact~on and
thanked Bechtel Consult1ng and espec1ally Chr~s Turner and M1rek Duda for the~r hard
work before and dur1ng the sem~nar Also the part~c1pants expressed the~r

sat~sfact1on from the content and form of the sem1nar

At the 1nv~tat10n of Center for Profess10nal Act1v1zat~on, Mr Duda made a
presentat~on of bas1C 1ssues result~ng from the new energy act at the tra1n1ng
sem~nar held 1n Warsaw for representat~ves of 1ndustr~al power producers

Status of Del~verables

See above
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Proposed Near-Term Act~v~t~es and Planned Travel (30-60 days)
Mr Duda and the Bechtel consult~ng team w~ll cont~nue the1r work on secondary
leg~slat~on and help the URE (Energy Regulatory Off~ce) as needed w~th tra~n~ng

sem~nars and the development of an ~nformat~on management system
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TASK DESCRIPTION
To ass~st the Pol~sh D1str1but~onCompan~es ~n the restructur~ngof the electr~c1ty

~ndustry 1nto commerc~ally v~able, customer or~ented and ult1mately pr~vat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass1stance act1v~t1es, 1nclud~ng the ~nteract10n among the regulatory,
generat~on, transm1ss~on, d~str~but~onand ~ndependent power product~on 1nterests
Ass1stance to the d~str1but~on sector w1ll focus on development of 1nd~v~dual

company tar1ffs (serv1ce terms and pr1c1ng), reg~onal Integrated Resource Plann~ng,

organ~zat1onal development and techn1cal tra1n1ng, and pr1vat~zat~on plann1ng
(bus~ness, corporate governance, strateg~c)
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (180-0030)
December 1997
Task 2, (E05}Ass~stance to D~str~but10n Company
Bechtel, Regulatory Reform and Energy Sector Restructur~ng
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Act1v~t1es Last 30 Days
As a conclus10n of the end of November restructur1ng Sem~nar and Workshop 1n Pultusk
Marek Grzybowsk1 has prepared a Feedback Report 1n wh~ch the 0p1n1ons and comments
of the part~c~pants were summar1zed The feedback quest10nna1res and comments
rece1ved from part~c1pants dur1ng both the Sem~nar and the Work-shop showed the
general sat~sfact1on of the aud~ence and requests for a cont1nuat~on of such
tra1n~ng programs for ~nd1v1dual d~str~but1on compan1es Although we expla1ned to
the part~c~pants that the tra1n~ng ~nd1v1dual d~str1but1on compan~es may not be
performed under th1s part~cular rrSAID/ Bechtel ProJect, we may de11ver to every
company, a set of Sem~nar and Work-shop mater~als Follow1ng th~s approach, Arthur
Andersen has de11vered complete sets of Sem~nar and Workshop mater1als to each power
d1str1bu t10n company and a translated verS10n to our off1ce To conclude the
restructur~ng task we have agreed w1th Arthur Andersen that they w1ll de11ver, by
the end of January, a report cover1ng the restructur1ng works at Torun and the
methodology used Th1S report w1ll also be made ava~lable to other d~str1but1on

compan1es The Engl~sh verS10ns of both the Report and Sem1nar and Work-shop
mater1als w1ll be del~vered to rrSAID Wash~ngton and Warsaw as the work - product
documents of complet10n of ZE Torun restructur1ng p~lot proJect

On December 10 - 12, Charles Hartel, Bechtel, pa1d a short V1S~t to Poland to
d1scuss the scope of the USAID/Bechtel ass~stance for ERA Management Informat~on

System, a new potent1al task that may be developed bas1ng on a s1m1lar program
performed for Hungar1an Energy Off1ce Chr1s Turner and Marek Grzybowsk1 br~efed

Charles on the current developments of the ERA organ1zat10n Marek prepared an
agenda of meet1ngs w1th people and organ1zat1ons that may cooperate 1n the
1mplementat10n of the new task On December 11, Marek and Charles met w1th Mr
Marek Kumanowsk1, V1ce Pres1dent of the Energy Market Agency (EMA) , and Mr
Ryszard G1leck1, one of the D1rectors EMA was created 1n 1997 as a J01nt stock
company owned by assoc1at10ns of power producers, d1str1butors and several other
bus1ness organ1zat10ns EMA has 1ncorporated a former state Energy Informat1on
Centre, wh1ch was a part of the Pol1sh Power Gr1d Company and st1ll performs the
role of a central data bank for the Po11sh energy 1ndustry It rece1ves f1nanc1al
and techn1cal data from 1nd1v1dual compan1es and processes them 1nto summar1es for
the Central Stat1st1cal Off1ce (CSO) Both gentlemen expressed a strong ~nterest

1n work~ng W1 th us on the ERA Management Informat10n System seek1ng a potent1al role
for EMA, f1rstly 1n the proJect ~mplementat10n, and secondly 1n the management of
future ERA Informat~on System

On December 12, Charles and Marek met w1th Mrs Anna Bunczyk, Head of the Energy and
Fuels Department 1n the Central Stat1st1cal Off1ce, and Mrs Grazyna Berent -
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Kowalska, of the same department We rece~ved a br1ef1ng on the present energy
1nformat~on flow and the blank forms used for collect10n of energy ~nformat~on from
compan~es C S 0 1S ~nterested 1n work~ng w1th us and also w1th ERA The poss1ble
cooperat~onbetweenCSO and ERA w111 requ~re an amendment 1n the Stat1st~cal Law 1n
Poland, wh~ch ~mposes on cso very str1ct rules of conf1dent~al~tYI by wh~ch CSO 1S
not allowed to release 1nd~v1dual corporate data to anybody The new stat~st~cal

law w~ll also have to clear the pos~t~on of EMA and ERA ~n the 1nformat~on flow

On December 16, Marek met w~th Mr Krzysztof Moczulsk~, ERA General D~rector Th~s

v~s~t was or~g1nallyplanned together w~th Charles but had to be postponed ~n result
of Mr Moczulsk1's sudden 1nvolvement 1n a parl1amentary d1scuss10n Mr Moczulsk1
conf~rmed a strong ~nterest ~n the prompt ~mplementat~on of the Management
Informat10nproJect and offered h1s cooperat10n Marek was 1nterested to know when
ERA Informat10n Technology Off1ce m1ght be formed and manned 1n order to be a
partner w~th the new ProJect UnfortunatelyMr Moczulsk1 d~d not expect that th1S
m1ght be poss1ble before the end of the f1rst quarter 1998 Mr Moczulsk1 assured
h1mself to be our da1ly work1ng contact unt1l ERA Informat10n Technology Off1ce 1S
set up

On December 17, Howard Menaker, Chr1s Turner, John Gul11ver and Marek Grzybowsk1
met w1th Mr Leszek Juchn1ew1cz, ERA Cha~rman, and Dr Boguslaw Zalesk1, ERA Publ~c

Relat10ns Off1cer to d~scuss progress of ERA organ~zat10n Mr Juchn1ew1cz 1nformed
us about h1s dec1s10n to set up the ERA Reg10nal Off1ces based on the S1X former
Reg10nal Energy Inspectorates The best of the local stuff of the Inspectorates
1S to be employed by ERA Reg10nal Off1ces Th1s dec1s~on 18 espec1ally welcomed by
Marek who advocated for such solut1on 1n all d1scuss10ns Mr Juchn1ew~cz requested
for an 1mmed1ate ass~stance 1n del1ver1ng a regulatory tra1n~ng to the stuff of the
ERA Reg10nal Off1ces 1n early 1998 We also d~scussed ERA Management Informat10n
System and Mr Juchn~ew~cz conf~rmed that the ~mplementat~onof th1s proJect 1S h~s

h1gh pr10r1ty We prom1sed to subm1t to Mr Juchn1ew1cz a draft work-plan for the
proJect, as soon as prepared by Charles Hartel 1n early January

Status of Del1verables
See Above

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Arrangements are be1ng f1nal1zed for the pr1vat1zat10n conference The pr1vat1zat1CXl
conference w111 be held 1n March 1998
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~onofthe Pol~sh Energy Regulatory Author~ty

(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy RestructurJ.ng Group (ERG) J.n develop~ng further secondary
leg~slat~on and regulatJ.ons A long-term adv~sor has relocated to Warsaw to adv~se

the ERG and to ass~st ~n the development of the ERA Coord1natJ.on w1th the World
Bank ESMAP program actJ.vJ.tJ.es J.n traJ.nJ.ng of ERA staff J.S antJ.cJ.pated
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PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (180-0030)
November 1997
Task 1, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur~ng

(Includes Long Term Adv~sor)
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Act~v1t1es Last 30 Days
MJ.rek Duda together w~th Mr W~told Cherub~n prepared a new versJ.on of energy law
secondary legJ.slatJ.ve documents related to heat supply based on prevJ.ous comments
by M~rek and Cherub~n The detaJ.led comments were so substant1al that practJ.cally
a new versJ.on of the documents had to be elaborated Th~s new versJ.on w~ll be
d1scussed soon at the MJ.nJ.stry of Economy and by heat supply organJ.zat10ns

M~rek Duda cont1nued h~s revJ.ew of the new versJ.on of the trad1ng arrangements J.n
the power sector elaborated by the task force group of PolJ.sh power experts Th~s

reV1ew wJ.ll be basJ.c mater1al for MJ.rek and ChrJ.s Turner's presentatJ.on at the
sem1nar on electr1c1ty and gas market 1mplementat~n to be held at the MJ.nJ.stry of
Economy on December 15-16, 1997

At the request of the Energy Department, MJ.rek Duda rev1ewed and prepared comments
and modJ.fJ.cat~ons to the draft ordJ.nance of the MJ.n1ster of Economy on obl1gatory
fuel reserves for electr~c, gas and dJ.str1ct heatJ.ng sectors to be J.ssued under the
new energy law Mod1f1cat10n proposals were d1scussed at a meet1ng of the
Department experts Most of them have been accepted Unfortunately, because of
M~rek's absence at the meetJ.ng some J.mportant proposals have been skJ.pped
Hopefull y, they w~ll be dJ.scussed at the meetJ.ng of 1nterdepartment group of
experts

At the 1nv~tat~on of the Adam Sm1th Inst~tute, M1rek Duda took part and presented
a paper on the PolJ.sh energy law at the th1rd "Annual Internat10nal Conference on
The Develop1ng Energy Markets of Central and Eastern Europe" 1n Prague on November
13-14, 1997 The partJ.cJ.pants of the conference were very J.nterested J.n the new
legal s1tuat10n 1n the Pol~sh energy sector In the d1Scuss~on at the PolJ.sh table
WJ.th part1cJ.pat10n of PolJ.sh representatJ.ves they 1ndJ.cated an urgent need to
complete the energy act WJ. th the secondary legJ.slatJ.on, and some other related acts

Together w1th Chr~s Turner and other experts work1ng on the Po11sh energy market
reform, MJ.rek Duda took part ~n the Energy Regulatory Conference for Central and
Eastern Europe and the New Independent States held 1n Budapest on November 17-20,
1997

At the ~nvJ.tatJ.on of Energy Market Agency, Mr Duda had a presentat10n of basJ.c
~ssues result~ng from the new energy act at the tra1nJ.ng sem1nar held 1n Rembertow
near Warsaw for representatJ.ves of Powszechny Bank Kredytowy - a bank that J.S
engaged J.n fJ.nancJ.ng many energy related proJects
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At the ~nv~tat~on of the PolJ.sh AssocJ.at~on of ElectrJ.cJ.ty Transm~ss~on and
D~str~but~on Compan~es, MJ.rek Duda made a presentat~on on the ~mpact of the new
energy law for electr~c~ty d~str~but~on compan~es at the traJ.n~ng course ~n

Belchatow on November 27

At the J.nv~tatJ.onof Vattenfall, one of the bJ.ggest power utJ.lJ.t~es J.n Sweden, MJ.rek
took part ~n the sem~nar on the new electr~c~tymarket arrangements J.n Sweden The
Swed~sh experts present~ng the new electr~c~ty market J.n Scand~nav~a J.nformed the
part~c~pants that the UK ~s to change the~r market towards a model sJ.mJ.lar to the
Swed~sh market

Mr JuchnJ.ewJ.cz, the ChaJ.rman of Energy Regulatory Author~ty, havJ.ng receJ.ved
Marek's draft of Terms of Reference for the proJect of InformatJ.on Management
System for ERA, conf~rmed h~s strong ~nterest J.n J.t It has been clearly po~nted

out that the proJect may be consJ.dered by us subJect to J.ts approval by USAID Mr
Juchn~ewJ.cz J.nformed Marek that he J.S gOJ.ng to send a letter to ChrJ.s Turner wJ.th
a f~rm support for the ~mplementatJ.onof the proJect Charles Hartel (Bechtel) wJ.ll
work wJ.th Marek to J.nJ.tJ.ate the proJect, Dec 10-12

Status of DelJ.verables
See above

Proposed Near-Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)
The proJect team plans to present a brJ.ef semJ.nar to Mr KrawcyznskJ. of the MJ.nJ.stry
of Economy on the theory and realJ.tJ.es of power market operatJ.ons ThJ.s loS
tentatJ.vely scheduled for the week of December 15th and wJ.ll J.nvolve speakers from
the US, J.ncludJ.ng John Gull~ver, P~erce Atwood, Howard Menaker, Bechtel and John
HoltzJ.nger, Long, AldrJ.dge and Norman

The proJect team wJ.ll also cont~nue work on secondary legJ.slatJ.on and wJ.ll J.nJ.tJ.ate
the ERO InformatJ.on Management ProJect wJ.th Mr Charles Hartel's trJ.p to Warsaw 1.n
ml.d December

ChrJ.s Turner plans to travel to the USA J.n late December and w~ll attend the Annual
USAID meetJ.ng 1.n early January He wJ.ll also travel to Prague Jan 19-22 for the
CENTREL RegJ.onal Roundtable Forum
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TASK DESCRIPTION
To ass~st the Pol~sh D~str~but~onCompan~es ~n the restructur~ngof the electr~c~ty

~ndustry ~nto commerc~ally v~ablel customer or~ented and ult~mately pr~vat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among the regulatory,
generat~onl transm~ss~onl d~str~but~onand ~ndependent power product~on ~nterests

Ass~stance to the d~str~but~on sector w~ll focus on development of ~nd~v~dual

company tar~ffs (serv~ce terms and pr~c~ng), reg~onal Integrated Resource Plann~ngl

organ~zat~onal development and techn~cal tra~n~ng, and pr~vat~zat~on plann~ng

(bus~nessl corporate governance, strateg~c)
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TASK NUMBER I NAME
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Poland
Reg~onal Energy Eff~c~ency (180-0030)
November 1997
Task 2, (E05)Ass~stance to D~str~but~on Company
Bechtel, Regulatory Reform and Energy Sector Restructur~ng
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Act~v~t~es Last 30 Days
On November 25-28, our proJect del~vered a two part tra~n~ng program for
approx~mately60 representat~vesof d~fferent Pol~sh energy compan~es The funct~on

was held at Pultusk, about 60 km north of Warsaw The program ~ncluded a one day
sem~nar "Work~ng out and Implement~ng a Strategy ~n a Power D~str~but~on Company",
followed by a three-day work-shop "Process Reeng~neer~ng - Improv~ng Eff~c~ency of
a Power D~str~but~onCompany" Th~s program was a wrap up of ZE Torun Restructuru:g
p~lot proJect conducted by Arthur Andersen Bus~ness Consult~ngunder the superv~s~cn

and w~th the part~c~pat~on of Chr~s Turner, M~rek Duda and Marek Grzybowsk~,

Bechtel All log~st~c arrangements for the program was prepared by Marek
Grzybowsk~, who also took part ~n the whole Pultusk meet~ng A full report on that
event ~s to follow shortly

As a result of cont~nued negot~at~ons w~th the T& D Assoc~at~on and d~rect contacts
w~th power d~str~but~on compan~es, ~t has f~nally been dec~ded that the
Pr~vat~zat~on Conference w~ll be held ~n the f~rst day days of March, 199B The
date does not seem to be ~n confl~ct w~th other meet~ngs, furthermore both our
~ndustry partners and we are of the op~n~on that by that t~me, the government
~ntent~ons on the energy sector pr~vat~zat~on w~ll be more transparent The
conference ~s des~gned to be a wrap up of the four p~lot proJects a~med at prepar1Dg
power d~str~but10n compan1es of Torun, GI~w1ce and Poznan, and Rybn~k power plant
for pr~vat~zat~on

Status of Del~verables

See Above

Proposed Near Term Act~v~t1es and Planned Travel (30-60 days)
Arrangements are be~ng f~nal~zed for the pr1vat1zat10n conference The pr~vat1zat1cn

conference w~ll be held ~n March 1998
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Poland
Reg~onal Energy Eff~c~ency (180-0030)
October 1997
Task 1, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur~ng

(Includes Long Term Adv~sor)
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~onofthe Pol~sh Energy Regulatory Author~ty

(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ngGroup (ERG) ~n develop~ng further secondary
leg~slat~on and regulat~ons A long-term adv~sor has relocated to Warsaw to adv~se

the ERG and to ass~st ~n the development of the ERA Coord~nat~on w~th the World
Bank ESMAP program act~v~t~es ~n tra~n~ng of ERA staff ~s ant~c~pated

Actlv~tles Last 30 Days
At the request of the Mln~stry of Economy, Mlrek Duda prepared deta~led comments on
the energy law secondary leg~slat:lve documents related to heat supply These
documents had been developed by the Energy Management and Conservat:lon Agency
(EM&CA) ~n cooperat:lon wlth the Internat~onal Energy Law Inst:ltute from Le~den,

Holland, w~th~n the PHARE proJect

The deta:lled comments appeared to be very urgent as the M~n~ster of F~nance has
recently declared that he wants to release :lmmed~ately, the dlstrlct heat pr:lces
from dlrect governmental control The M~n~stry of Economy, faclng that perspect~ve,

wlll have to accelerate the work on preparatl0n of the secondary leglslat~on on
heat The comments have been dlscussed at the meetlng organlzed by the Energy
Department wlth part:lC:lpatlon of representat:lves of the Dlstrlct Heatlng Companles'
Assoclatlon The comments were accepted desplte the fact that they suggest to
redraft the text almost completely ThlS lS to be done by Mr Cherubln, the ERG
dlstr~ct heatlng expert, w:lth M1rek's cooperat10n

Mr Duda wrote the slxth art1cle ln a serles of artlcles on the 1mpllcatl0ns of the
new energy law belng publlshed ln the Energy Bullet~n of the Econom~c Chamber of
POllSh Power Industry and EnVlronment Protect~on

At the request of Mr Jerzy Latkowsk~, Deputy D1rector of the Energy and Envlronment
Department of the Mlnlstry of Economy, Mr Duda started a rev~ew of the new verslon
of the trad1ng arrangements ln the power sector completed by the task force group
of POllSh power experts to be presented to the department as a baslc materlal before
maklng decls10ns on thelr lmplementatlon

The trad~ng arrangements for the power sector were to be ~mplemented th~s year but
they d~d not get the necessary support from the power compan~es It ~s clear from
the f~rst rev~ew that they w~ll have to be part of an overall program of the new
energy law ~mplementat10n ~n the power sector Such a program w~ll be proposed by
M1rek ~n cooperat~on wlth the USAID/Bechtel experts A sem~nar on that has been
agreed wlth Mr F Krawczynsk~, D1rector of the Energy Department

At the lnvltat10n of the Pol~sh Member Comm~ttee of the World Energy Councll, Mlrek
Duda took part ~n the Reglonal Energy Forum II Central and East European Energy
Outlook to 2020 From Trans~t~on to Susta~nabll~ty"held 1n Warsaw on October 21-23,
1997, as a member of the Forum round table panel

M~rek presented hlS Vlews on speclflc features of the development of energy supply
In countr~es under economlC trans~tlon H1S maln pOlnt was that there should be a
spec~flc methodology of energy demand forecasts for countr~es ln transltlon from
centrally planned to market orlented econom~es He showed some data lndlcatlng that
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the well known energy forecast procedures developed for stable economJ.es do not work
for such countrJ.es

ChrJ.s Turner, MJ.rek Duda and Marek GrzybowskJ. revJ.ewed and dJ.scussed the program for
the forthcomJ.ng semJ.nar on the results of the USAID/Bechtel/ArthurAndersen work on
restructurJ.ng of the Torun ElectrJ.cJ.ty DJ.strJ.butJ.on Company

At the J.nvJ.tatJ.on of the Adam SmJ.th InstJ.tute, MJ.rek Duda prepared a paper on the
PolJ.sh energy law to be presented at the thJ.rd "Annual InternatJ.onal Conference on
The DevelopJ.ng Energy Markets of Central and Eastern Europe ll J.n Prague on November
13-14, J.997

Marek GrzybowskJ. completed a draft of the Terms of Reference (TOR) for "The
InformatJ.on Management System for the PolJ.sh Energy Regulatory AuthorJ.ty" (ERA)
ThJ.s J.S a new proJect potentJ.ally sponsored by USAID wJ.th the goal to create a
proposal for an effJ.cJ.ent J.nformatJ.on management system and plan for J.ts
J.mplementatJ.on for ERA The TOR envJ.sages J.mplementatJ.on of the system wJ.thJ.n the
fJ.rst phase of ERA actJ.vJ.ty J.n order to solve the bottleneck of the perJ.od of
J.ntensJ.ve lJ.censJ.ng J.n the second half of 1998 The system should reach J.ts full
extensJ.on before the fully matured stage of ERA when the regulator takes over
tarJ.ff and prJ.ce control from the MJ.nJ.stry of FJ.nance The J.dea of the new proJect
has been conceJ.ved durJ.ng our meetJ.ng WJ.th Mr JuchnJ.ewJ.Cz, the ChaJ.rman of ERA J.n
October and J.t reflects the eXJ.stJ.ng need of the PolJ.sh regulatory authorJ.ty The
concept J.S also drawn from a sJ.mJ.lar USAID pro] ect carrJ.ed out by Bechtel
InternatJ.onal, Inc J.n Hungary "ImplementatJ.on Plan for updatJ.ng the work and
J.nformatJ.on procedures of the HungarJ.an Energy OffJ.ce's ElectrJ.cJ.ty LJ.censJ.ng
Department "

Status of DelJ.verables
See above

Proposed Near-Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)
MJ.rek Duda wJ.II contJ.nue workJ.ng WJ.th the MJ.nJ.stry of Economy, Dept Of Energy on
the J.mplementatJ.on of the Energy Law and wJ.ll travel to Prague J.n November 13-14,
1997 to g1ve a paper on the PolJ.sh Energy Law at the 3rd Annual InternatJ.onal
Conference on the Development of Energy Markets J.n Central and Eastern Europe

ChrJ.S Turner and MJ.rek Duda wJ.ll travel to Budapest J.n mJ.d-November to partJ.cJ.pate
1n the regJ.onal Energy Regulatory Conference sponsored by USAID and USEA The
pro] ect team also plans to present a brJ.ef semJ.nar to Mr Krawcyznsk1 of the
MJ.nJ.stry of Economy on the theory and realJ.tJ.es of power market operatJ.ons ThJ.s
1S tentatJ.vely scheduled for the week of December J.5th and wJ.II J.nvolve speakers
from the US, J.ncludJ.ng John GullJ.ver P1erce Atwood, Howard Menaker, Bechtel and
John HoltzJ.nger, Long, AldrJ.dge and Norman Mr Grzybowsk1 w1ll contJ.nue work1ng
the ERA and w111 develop the J.nformatJ.on management system proJect J.n greater
detaJ.I
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TASK DESCRIPTION
To ass1st the Po11sh D1str1but10n Compan1es 1n the restructur1ng of the electr1c1ty
1ndustry 1nto commerc1ally v1able, customer or1ented and ult1mately pr1vat1zed
f1rms A long term adv1sor has relocated to Warsaw to coord1nate 1nter- and 1ntra
sector ass1stance act1v1tJ.es, 1nclud1ng the J.nteractJ.on among the regulatory,
generat10n, transmJ.ssJ.on, d1str1butJ.on and 1ndependent power productJ.on 1nterests
Ass1stance to the d1str1but10n sector wJ.ll focus on development of J.ndJ.v1dual
company tar1ffs (serv1ce terms and pr1c1ng), reg10nal Integrated Resource Plann1ng,
organ1zat10nal development and techn1cal tra1n1ng, and pr1vat1zat1on plann1ng
(bus1ness, corporate gov~rnance, strategJ.c)
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (~80-0030)

October ~997

Task 2, {EOS)Ass1stance to D1str1but10n Company
Bechtel, Regulatory Reform and Energy Sector Restructur1ng
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Act1VJ.t1es Last 30 Days
Marek Grzybowsk1 worked on the program and log1st1cs of the upcom1ng restructur1ng
sem1nar/workshop 1n Pultusk, scheduled for November 25-28 The date and the program
of the Sem1nar has been agreed upon w1th D1r Beg1er from Transm1ss10n and
D1str1butJ.on Assoc1at1on who w1ll c1rculate J.nformatJ.on about the sem1nar 1n the1r
monthly newsletter Arthur Andersen BUS1ness ConsultJ.ng together w1th ZE Torun
presenters w1ll de11ver the sem1nar and conduct the workshop to w1nd up the p1lot
proJect on restructur1ng of ZE Torun carr1ed out w1th1n our ProJect

Mr Grzybowsk1 also worked on the program and log1st1cs of the PrJ.vat1sat10n
Conference now scheduled for the 15th of January, 1998 The conference 1S to wJ.nd
up our 4 pre-prJ.vat1satJ.onp1lot proJects J.n G11wJ.ce, Poznan, Torun and RybnJ.k and
to stJ.mulate d1scussJ.ons on the pr1vat1sat10n of the energy sector Our talks WJ.th
several representat1ves of the 1ndustry showed a great J.nterest but we also rece1ved
suggestJ.ons to move the dates to January, when the posJ.t10n of the new government
on prJ.vatJ.satJ.on of the energy sector w1ll be more clear

Status of DelJ.verables
See Above

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Arrangements are be1ng f1nal1zed for "rollout" sem1nars and the pr1vat1zatJ.on
conference The restructur1ng sem1nar w1ll be J.n November l.n Pultusk, Poland, wh1le
the pr1vat1zat10n conference WJ.ll be held 1n late January ~998

(

It>
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reglonal Energy Efflclency (180-0030)
September 1997
Task 1, Regulatory Organlzatlon Development
Bechtel, Regulatory Reform and Energy Sector Restructurlng

(Includes Long Term Advlsor)
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TASK DESCRIPTION
To asslst In the creatl0n/lmplementatlonof the POllSh Energy Regulatory Author1ty
(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ngGroup (ERG) ~n develop~ng further secondary
leg1slat10n and regulat10ns A long-term adv1sor has relocated to Warsaw to adv1se
the ERG and to ass1st 1n the development of the ERA Coord1nat~on w1th the World
Bank ESMAP program act1v~t~es 1n tra~n1ng of ERA staff lS ant1clpated

Act1v1t1es Last 30 Days
M1rek Duda, at the request of the Econom1C Chamber of D1str~ct Heatlng Compan1es,
prepared a paper on the 1mpllcat10ns of the new energy law for d1strlct heat1ng
compan1es The paper was to be dellvered at the meet~ng of managlng dlrectors 1n
Ustron on September 18 Unfortunately, the date of the meet~ng was at the same t1me
as the CENTREL semlnar In Warsaw Therefore, the presentatlon of the paper was done
by Mr W1told Cherubln, the ERG expert on dlstr1ct heatlng

Mr Duda took part 1n several meetlngs at the Department of Energy and EnVlronment
on establlshlng follow-up procedures 1n revlewlng, correctlng and prepar1ng flnal
drafts of energy law secondary leglslatlve documents The maln reason for
reestabllshlng the follow-up procedures was the rather poor quallty of the drafts
prepared by Energy Management & Conservatl0n Agency In cooperatlon wlth the
Internatl0nal Energy Law Instltute w1thln the PHARE proJect The drafts wlll need
to be substantlally redrafted by a team of local experts In cooperatl0n wlth the
USAID proJect spec~al~sts

Mr Duda had two meet1ngs w1th the World Bank representatlves from the ESMAP and
Rybn1k power proJects, and br1efed them on the current sltuatlon ~n the energy
sector 1n Poland, espec1ally related to the process of lmplementatlon of the new
energy law, the energy pr1c1ng and development of pr~vat~zat10n process

Also, Mr Duda took an actlve part 1n the CENTREL Round Table Energy Forum organ~zed

by USAID/Elektrotek Concepts 1n Warsaw on September 15-18 The Forum gave useful
f1rst-hand 1nformat10n about the power markets In d~fferent states ~n the USA and
some European countrles Only a few experts from EM&CA, who were lnvolved ~n

draftlng secondary leglslat1ve documents, took part-1n the forum It would have
been an excellent occaS10n to verlfy thelr proposals related to the shape of the
electr1c1ty market 1n Poland

Mr Duda, along w1th Mr AndrzeJ Sablewsk~ from ERG and Mr W1eslaw WOJclk, a member
of the Pol1sh Parllament, dellvered an lntroductory paper on the ~mpl~catlonsof the
new energy law for power enterprlses on the open1ng day of the Fa~r "New
Technologles In the Power Industry" held 1n Blelsko-B1ala on September 24-26

At the request of the POllSh Supreme Technlcal Organlzatl0n, Mr Duda gave lectures
on the new energy law for representatlves of d1fferent companles from the reglon of
Bydgoazcz at two meetlngs In Bydgoazcz

Status of Dellverables
See above

Proposed Near-Term Actlvltles and Planned Travel (30-60 days)
No travel planned untll November
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IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (180-0030)
September 1997
Task 2, (E05)Ass~stance to D~str~but~on Company
Bechtel, Regulatory Reform and Energy Sector Restructur~ng
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TASK DESCRIPTION
To ass~st the Pol~sh D~str~but~onCompan~es ~n the restructur~ngof the electr~c~ty

~ndustry ~nto commerc~ally v~able, customer or~ented and ult~mately pr~vat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass~stance act~v~t~es, ~nclud~ng the ~nteractJ.on among the regulatory,
generat~on, transm~ss~on, d~str~but~on and ~ndependent power product~on ~nterests

Ass1stance to the d~str1but10n sector w~ll focus on development of 1nd1v~dual
company tar1ffs (serv1ce terms and pr1c1ng), reg10nal Integrated Resource Plann1ng,
organ~zatJ.onal development and techn1cal tra~nJ.ng, and pr~vat~zat~on plann1ng
(bus~ness, corporate governance, strateg~c)

Act1v1t~es Last 30 Days
Mr Marek GrzybowskJ. and Arthur Andersen processed the schedule and arrangements for
the Pr~vat1sat1onConference and Restructur~ngWorkshop to be held Tuesday, November
25 A telephone survey made ~n m1d September among power d1str1but1on compan1es and
bus~ness organ~sat10ns showed a large ~n~t~al ~nterest We expect approx~mately200
profess~onals to part1c1pate Therefore, we changed the locat10n for the Conference
~n Warsaw to the Marr10tt Hotel The agenda 1S under d~scuss~on between Bechtel
Warsaw and Arthur Andersen Hopefully h1gh offJ.c1als from the M~n1stry of Treasure
and the M1n1stry of Economy w1ll attend The process of form~ng the new government
1S delayed unfortunately We are not sure who w~ll be ~n charge of pr1vat~sat10n1n
both m1n~str~esat the t1me of the conference However we conv~nced Arthur Andersen
that the maJor focus of the Conference ~s to be pre-pr1vat~sat1on exper~ence

collected from the pJ.lot proJects Most speakers should come from GlJ.wJ.ce, Torun,
Poznan and Rybn~k

The PrJ.vat1sat10n Conference w~ll be followed by the 3 day Restructur~ng Workshop
~n Pultusk The fJ.rst day w1ll cover gener1c restructur~ng d~scuss1ons and w1l1 be
a~med at 60 m1d-Ievel managers respons~ble, pr~mar~ly, for power d~str~but~on

companJ.es Dur~ng the follow~ng two days, pract~cal workshops would be held for the
lower level managers respons~ble for the pract1cal 1mplementat1on of the
restructur1ng of the compan~es We are work~ng on the Workshop agenda Mr Jakub
B~elJ.kowsk1 of Arthur Andersen to make the program as pract1cal as poss~ble In our
commun1cat10n w~th the 1ndustry people, we f1nd that there ~s IJ.ttle 1nterest 1n
lectures

A long expected work~ng meet1ng w1th Mr JuchnJ.ewJ.cz, ChaJ.rman of the Energy
RegulatoryAuthor~tyhas not yet taken place Mr Marek Grzybowsk1 has an outl~ne

of topJ.cs on our proJect for ERA The outlJ.ne was sent to Mr JuchnJ.ewJ.cz wJ.th a
letter request1ng a meet~ng The meet~ng ~s now scheduled for October 6

In the end of September, Mr AndrzeJ Mlotkowsk~, and Mr GrzybowskJ. partJ.cJ.pated ~n

dJ.scuss1ons w1th Mr ChrJ.stopher Lean and Mrs Dom~nJ.que Cooke, representatJ.ves of
BrJ.t~sh J1gsaw Consultants on the organ1sat~on of ERA and 1tS role 1n protect1ng
consumer s r1ghts Mr Grzybowsk1 aga1n vOJ.ced h~s 0p1n10n that the consumer
protect~on functJ.ons should be placed wJ.thJ.n the local branches of ERA

Status of DelJ.verables
See Above

Proposed Near Term Act1v~t~es and Planned Travel (30-60 days)
Arrangements are be1ng fJ.nal1zed for "rollout" sem1nars
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Poland
Reg10nal Energy Eff1c1ency (180-0030)
August 1997
Task 1, Regulatory Organ1zat10n Development
Bechtel, Regulatory Reform and Energy Sector Restructur1ng

(Includes Long Term Adv1sor)
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TASK DESCRIPTION
To ass1St 1n the creat10n/1mplementat10nof the Pol1sh Energy Regulatory Author1ty
(ERA) to be establ1shed upon passage of pr1mary and secondary Energy Laws Near
term, to ass1St the Energy Restructurlng Group (ERG) 1n develop1ng further secondary
leg1slat10n and regulatlons A long term adv1sor has relocated to Warsaw to adv1se
the ERG and to ass1st 1n the development of the ERA Coordlnat10n w1th the World
Bank ESMAP program act1v1t1es 1n tra1nlng of ERA staff lS ant1c1pated

Act1v1t1es Last 30 Days
at the request of the M1n1stry of Economy, M1rek Duda prepared comments (15

pages) to the drafts of the energy law secondary leg1slat1ve documents that had been
elaborated by the Energy Management and Conservat10n Agency (EM&CA) 1n cooperat10n
w1th the Internat10nal Energy Law Inst1tute from Le1den, Holland, w1th1n the PHARE
proJect

The drafts, unfortunately, 1n many cases do not meet the requ1rements of the Energy
Law Act They do not cover 1n a proper way, several 1mportant 1ssues requ1red by
the act, such as the trad1ng arrangements for electr1c1ty, gas and d1str1ct heat,
pr1nc1ples of elaborat1ng resource plans by energy enterpr1ses, pr1nc1ples of
operat10n of energy gr1ds under the new cond1t1ons, etc In some cases the
prov1s10n of the secondary leg1slat10n refer to unknown prov1s1ons of the llcenses
to be 1ssued by the regulator Wh1Ch 1S 1n contrad1ct1on w1th the Act Some
documents need to be slgn1f1cantly rev1sed because of 1ncorrect concepts that had
been adopted 1n creat1ng the deta1led regulat10ns For example, 1nstead of a pr1ce
cap regulat10n the authors adopted a revenue cap Wh1Ch lS, In Mr Duda's 0p1n1on,
not acceptable for the Pollsh energy sector Further work on the secondary
leg1s1at10n lS 1nev1table The USAID proJect team are foreseen to be engaged 1n
that process

at the 1nv1tat10n of a new Journal "Nafta & Gas bus1ness", Wh1Ch lS be1ng
publ1shed by USI Internatlonal LTD located 1n Cracow, M Duda wrote two art1cles
on the new energy law 1mp11catlons for gas and 011 enterpr1ses to be pub11shed 1n
ltS August and September lssues

The art1cles are to be the f1rst publ1cat10ns concern1ng the 1mpact of the new
energy law on the gas and 011 sector In the prev10us tlme one could observe only
mlnor lnterest of the 011 people 1n the new law

at the lnvltat10n of the organ1zers of the Tenth Falr of Power Modern Technology,
to be held 1n Blelsko-Blala on September 21-25, M Duda prepared a paper on the
energy law 1mpllcatlons for power enterprlses to be publlshed 1n the falr
proceedlngs,

at the request of Mr Franc1szek Krawczynsk1, d1rector of the Energy and
Env1ronment Department of the M1n1stry of Economy, M Duda part1c1pated In h1s
meet1ng w1th Mr Wo]tek Paczocha, Off1ce Manager of Duke Eng1neer1ng & Servlces from
San Ramon, CA

I
I

The DE&S 1S look1ng for bus1ness opportun1t1es 1n the Po11sh power sector
would 11ke to offer the1r modern technolog1es and know-how

They



Proposed Near-Term Act1v~t1es and Planned Travel (30-60 days)
Chr1s Turner, M1rek Duda w1ll be attend1ng the Reg10nal CENTREL conference 1n Warsaw
on September 16-19, 1997 Add1t10nal scheduled events are as follows

Turner to attend Europower '97 1n Boston, Mass USA, September 24-25
Turner to attend USEA/UPP Annual meet1ng, R1ga, Latv1a Oct 7-9
Turner and Duda to attend World Energy Counc1l Reg10nal Energy Forum, Warsaw,
Poland, October 21-23
Turner and Duda to attend Develop1ng Energy Markets of Central & Eastern Europe,
Prague, November 13-14
Turner and Duda to attend CEE/NIS Reg10nal Rev1ewMeet1ng, Budapest, November 19-21

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Status of De11verables
The team cont1nues to prov1de comments on secondary leg~slat1on

to work w1th the new Cha~rman of the Energy Regulatory Author1ty
They w~ll beg~n

as requested
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Poland
Reg~onal Energy Eff~c1ency (180-0030)
August 1997
Task 2, (E05)Ass~stance to D~str1but~on Company
Bechtel, Regulatory Reform and Energy Sector Restructur~ng
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TASK DESCRIPTION
To ass~st the Pol~sh D~str~but~on Compan~es ~n the restructur~ngof the electr~c~ty

~ndustry ~nto commerc~ally v~able, customer or~ented and ult1mately pr~vat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass~stance act~v1t1.eS, 1.nclud1.ng the 1.nteract1.on among the regulatory,
generat10n, transm~ss1.on, d~str~but1.onand 1.ndependent power product~on ~nterests

Ass~stance to the d1str1.but~on sector w~ll focus on development of l.nd~v~dual

company tar1.ffs (serv~ce terms and pr1.c1.ng), reg1.onal Integrated Resource Plann1.ng,
organ~zat1.onal development and techn1.cal tra1.n1.ng, and pr1.vat~zat~on plann1.ng
(bus~ness, corporate governance, strateg1.c)

Act~v~t1.es Last 30 Days
- at the 1.nV1.tat~on of the organ1.zers of the Tenth Fa1r of Power Modern Technology,

to be held 1n B1elsko-B~alaon September 21-25, M Duda prepared a paper on the
energy law 1.mpl~cat~ons for power enterpr~ses to be publ~shed ~n the fa~r

proceed1.ngs,

at the ~nv~tat~on of the Soc~ety of PolJ.sh Electr1c~ans, M Duda made a
presentatJ.on together w~th Mr AndrzeJ M~otkowskJ. from ESMAP proJect, on the new
energy law and ERA establ~shment to representat1.ves of local author1.t1es and energy
enterpr1.ses of vo~vodsh~p S~eradz

Marek GrzybowskJ. and MJ.rek Duda contJ.nued work on the concept for the restructur~ng

and pr~vat~zat~on sem1.nar scheduled for the autumn 1997 The outl1.ne of the
Pr~vat~zat~on Vademecum was d1.scussed further w1th the Arthur Andersen team to
prepare the next draft wh1.ch l.ncluded the Bechtel team's comments and suggest1.ons
The then corrected draft of the outl~ne was del~vered to the co-operat~ng J.ndustry
organ~zat1.ons M1.n1.stry of Economy, T&D Assoc~at~on, Power Plant Assoc~at~on, and
CHP Plants Assoc1.at1.on A copy has also been handed to Mrs Marta Sadowy, Deputy
D1.rector of Department of Ownersh1.p Transformat~ons ~n the M1n~stry of Treasury
Although all the part~es confJ.rmed the1.r ~nterest lon further co-operat1.on they
fa1.led to prov1.de spec~f1.c comments The M1.n1.stry of Treasury prom~sed to del~ver

the1.r comments 1.n early December and declared ~nterest ~n part1C1.pat~ng ~n our
sem~nars, poss~bly assum~ng a role of a speaker We have agreed w~th the T&D
Assoc~at~on, represented by d1.rector Beg~er, that the most su~table t~m~ng for the
restructur1ng/pr1.vat~zat1.onworkshop1.S the second half of November and f1.rst half
of December The log1.st1.cal arrangements have been started 1.n order to house the
conference ~n Pultusk, a small town 40 m1.les north of Warsaw, l.n a n~ce fac~lJ.ty

fully equ1.pped for such events and accommodat~ons for 85 persons

Status of Del1.verables
See above

Proposed Near Term Act1.v~t~es and Planned Travel (30-60 days)
Arrangements are be~ng f~nal~zed for "roll out" sem~nars No ~s travel planned unt~l

November
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Poland
Reg~onal Energy Eff~c~ency (180-0030)
July 1997
Task 1, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur~ng

(Includes Long Term Adv~sor)
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TASK DESCRIPTION
To ass~st 1n the creat10nj~mplementat~onofthe Pol~sh Energy Regulatory Author~ty

(ERA) to be establJ.shed upon passage of prJ.mary and secondary Energy Laws Near
term, to ass1St the Energy Restructur~ng Group (ERG) 1n develop~ng further
secondary legJ.slat~on and regulatJ.ons A long term adv1sor has relocated to
Warsaw to advJ.se the ERG and to ass~st ~n the development of the ERA
Coord~nat~on wJ.th the World Bank ESMAP program act~vJ.tJ.es 1n traJ.nJ.ng of ERA
staff J.S antJ.c~pated

Act1v~t~es Last 30 Days -
at the request of the MJ.nJ.stry of Economy, M~rek Duda made a presentat10n on
"PrJ.vat:l.Zat~onAnd L~beralJ.zatJ.on Of The Pol1sh Electr~cJ.ty Sector Under The
New Energy PolJ.cy And The New Energy Law" at the conference "Power 97" held
J.n Rome on July 2-3, 1997,

The conference was organJ.zed by the World BusJ.ness Research Ltd from London, and
was devoted to the European power proJect fJ.nance J.ssues The maJ.n sponsor was
NatWest Markets Many partJ.cJ.pants of the conference were J.nterested 1n the new
legal env~ronment for all kJ.nds of energy related ~nvestments A spec1al 1nterest
was shown for the perspectJ.ves of power purchase agreements wJ.th PPGC under the
new regulatory framework Mr Jaroslaw Dybowsk~ from PPGC, who spoke about
f~nancJ.al arrangements of power related ~nvestments ~n Poland, and myself
1nformed the aud1ence that the number of long-term power purchase contracts wJ.ll
be reduced after l.ntroducJ.ng tradJ.ng arrangements J.n the electr::J.c1.ty sector based
on true pr1.ces reflect::J.ng reasonable costs and rate of returns w~thout

governmental and cross subs1.d1.es Unt1.1 that t1.me PPAs w1.ll be used case by case
as a tool for assur1.ng proper returns on J.nvested cap1.tal

at the J.nvJ.tatJ.on of the Warsaw Off1.ce of USAID, MJ.rek Duda took part ~n a
luncheon 1.n honor of Thomas D1.ne, USAID AssJ.stant AdrnJ.n~strator for Central and
Eastern Europe and New Independent States, and made a short presentatJ.on on the
1.mpact of USAID assJ.stance on the development of market or~ented energy sector
1.n Poland

M1.rek Duda had a meetJ.ng w~th Mr AndrzeJ P1.erZaK who ~s now cha~rrnan of the
manag~ng board of the Energy Market Agency (EMA) and d1.scussed poss~ble ways of
cooperat~onw~th the BechteljUSAIDproJect, espec~ally on gather~ng the current
J.nformatJ.on about the energy sector ~n Poland,

The new agency has been establJ.shed 1.n accordance wJ.th the energy polJ.cy
guJ.delJ.nes for Poland for st~mulat1.ng and shap~ng the energy markets 1.n the
Pol~sh energy sector EMA ~s to merge w~th the Energy InformatJ.on Center J.n order
to deal also w~th preparat~onand d1.strJ.but~onof J.nformat~onmater1als about the
energy sector 1.n Poland

MJ.rek Duda, together w1.th Marek Grzybowsk~ rev~ewed and prepared comments to an
outlJ.ne of a prJ.vatJ.zat1.on vademecum for power enterpr1.ses wh1.ch 1.S to be
elaborated by Arthur Andersen ConsultJ.ng wJ.thJ.n BechteljUSAID ProJect,

had a meetJ.ng w1.th Mr FrancJ.szek Krawczysk1., DJ.rector of the MoE Department of
Energy and EnvJ.ronment, on the procedure of elaboratJ.ng the MoE drafts of
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secondary legJ.slatJ.ve documents, and got the workJ.ng drafts of energy law
secondary legJ.slatJ.ve documents for revJ.ewal and comments WJ.th the deadlJ.ne
August 25,

The drafts of a great number of the secondary legJ.slat1ve documents have been
prepared by the Energy Management and ConservatJ.on Agency (EM&CA) 1n cooperatJ.a1
wJ.th the Internat10nal Energy Law InstJ.tute from Le1den, Holland, wJ.thJ.n the
PHARE proJect on the PolJ.sh energy law 1mplementatJ.on assJ.stance The drafts have
already been crJ.tJ.cally revJ.ewedby energy companJ.es TheJ.r comments were to be
reflected J.n the EM&CA' fJ.nal drafts Mr Krawczysk1 has decJ.ded to establJ.sh
a group of MoE experts, J.nclud1ng M Duda, I Muszy Sk1 and W CherubJ.n, for
revJ.ew1ng the fJ.nal EM&CA drafts and then prepar1ng the offJ.c1al MoE drafts

wrote the next (f1fth) artJ.cle on the new energy law J.mplJ.catJ.ons for power
enterprJ.ses to be publ1shed J.n the offJ.cJ.al bJ.-monthlypublJ.catJ.on of the Pol1sh
Chamber of Power Industry EnVJ.ronment ProtectJ.on "BJ.uletyn Energetyczny",

on J.nvJ.tatJ.ons from d1fferent energy supply related organJ.zat10ns started to
prepare tra1nJ.ng courses on the energy law for communes and econom1C entJ.tJ.es to
be held J.n Gda sk, Bydgoszcz, B1elsko-B1a a and S1eradz J.n the perJ.od of August 
November 1.997,

at the request of the MJ.nJ.stry of Economy, MJ.rek had meetJ.ngs w1th Mr GJ.lbert
PJ.tance, D1rector for Development, SocJ.ete NatJ.onal d' ElectrJ.c1te et de
Therm1que (SNET) from France, and Mr Bert Groeneveld, Sales RepresentatJ.ve, EPON
Power GeneratJ.on from Holland and brJ.efed them about the current s1tuatJ.on and
J.nvestment opportun1t1es 1n the power sector 1n Poland

Both organJ.zat1ons are 1nterested 1n 1nvestJ.ng J.n the PolJ.sh power sector e1ther
J.nd1v1duallyor 1n a consortJ.um, preferably wJ.th a US 1nvestor (SNET 1S wJ.llJ.Dg
to 1nvest up to $25 m11l1on 1n one proJect) SNET 1S a French power generat1ng
company of the French Coal Board Group It has J.ts representatJ.ve offJ.ce
ENERGEKOL 1n Katow1ce 1n Poland dealJ.ng wJ.th engJ.neer1ng servJ.ces of all kJ.nds
of coal handlJ.ng systems EPON 1S one of four electrJ.cJ.ty generatJ.ng companJ.es
J.n Holland Has good experJ.ence 1n constructJ.ng and operatJ.ng of modern power and
CHP plants based on clean coal and gas technologJ.es

Status of De11verables
The team contJ.nues to provJ.de comments on secondary leg1slatJ.on They wJ.ll begln
to work wJ.th the new ChaJ.rman of the Energy Regulatory AuthorJ.ty as requested

Proposed Near-Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)
As above
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TASK DESCRIPTION
To ass1st the Pol~sh D1str1but~on Compan1es 1n the restructur~ng of the
electr1c1ty ~ndustry 1nto commerc1allyv~able, customer or1ented and ult1mately
pr1vat1zed f1rms A long term adv~sor has relocated to Warsaw to coord1nate
1nter- and 1ntra-sector ass1stance act~v1t1es, 1nclud1ng the 1nteract1on among
the regulatory, generat1on, transm1ss~on, d1str~but10n and ~ndependent power
product~on ~nterests Ass1stance to the d1str1but1on sector w~ll focus on
development of 1nd1v1dual company tar~ffs (serv1ce terms and pr1c1ng), reg10nal
Integrated Resource Plann~ng, organ1zat~onaldevelopment and techn1cal tra1n1ng,
and pr~vat~zat10n plann1ng (bus~ness, corporate governance, strateg1c)
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (~80-0030)

July ~997

Task 2, (E05)Ass~stance to D~str~but~on Company
Bechtel, Regulatory Reform and Energy Sector Restructur~ng
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Act~v1t1es Last 30 Days
M1rek Duda and Marek Grzybowsk~ worked w~th Arthur Andersen Corporate F~nance on
the "Pr~vat1sat~onManualnoutl1ne Follow1ng our adv1ce the t1tle of the paper
has been changed to "Vademecum", what 1n Pol1sh has a less scholast1c character
We also recommended to clean up the outl1ne from the 1nformat1on that 1S
generally known 1n the l.ndustry e 9 recent h1story of transformat10ns Thus 1n
our op~nl.on the 'Vademecum" 1S more focused on the subJect of prl.vatl.satl.on
Arthur Andersen also has agreed w1th Ml.rek's p01nt that the case study should
not be based on the problem of a vert1cal ~ntegrat1onbetween a d1sco and a power
plant Although the problem l.S l.nterest1ng from the managerl.al pOl.nt of V1ew,
h1ghl1ght1ng vert1cal l.ntegrat1on l.n our Vademecum could be understood as our
recommendat1on of the process

The new outl1ne has been faxed for comments to Mr Stan1slaw Fl.ll.pl.ak,
Transml.SSl.on and Dl.strl.but1onAssoc1atl.on, Mr Janusz Ryk, Poll.sh Soc1ety of CHP
Plants, and de11vered to Jacek Nowakowsk1, Ml.nl.stry of Economy, and S3awom1r
Krystek, Poll.sh Socl.ety of Power Plants Ml.rek talked to Mr Franc1szek
Krawczynskl. and recel.ved a hl.nt that the Ml.nl.stry of Economy would not support
a prl.Vat1satl.On sem1nar before electl.ons We have same l.mpreSS10n from our talks
w~th l.ndustry representatl.ves That means that our September seml.nar 1S not very
l~kely The more probable date l.S ml.d - November Nevertheless the work on the
Vademecum l.S be~ng contl.nued

Marek Grzybowskl. worked on the draft of the USAID - Ml.n~stry of Economy Agreement
to prov~de a legal document descr~b~ng the pr~nc~ples of co-operat1on The l.dea
of the agreement has been conce~ved ~n the Ml.n~stryof Economy 1n the end of June
and was supported by USAID Warsaw and Bechtel poland M~n~stry has ~ntroduced

a few m~nor changes to the draft Marek has cons~dered Chrl.S Turner's and
M~rek's comments and the new Engll.sh draft w~ll be faxed and e-ma~led today

A translatl.on of the new draft ~s to be del~vered to the M~n~stry th~s week We
also came to a concluss~on that a separate agreement needs to be s~gned w~th the
Cha~rman of Energy Regulatory Author1ty Marek has prepared a draft wh~ch w~ll

be further d~scussed after ERA ~s ready to establ~sh a work~ng co-operat10n wl.th
us

Status of Dell.verables
See above

Proposed Near Term Actl.v~t~es and Planned Travel (30-60 days)
As above
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff1c~ency (IBO-0030)
June 1997
Task 1, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur1ng

(Includes Long Term Adv~sor)
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat10nofthe Po11sh Energy Regulatory Author~ty

(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ngGroup (ERG) 1n develop1ng further secondary
leg1slat~onand regulat~ons A long term adv1sor has relocated to Warsaw to adv~se

the ERG and to ass~st 1n the development of the ERA Coord1nat~on w~th the World
Bank ESMAP program act~v1t~es ~n tra~n~ng of ERA staff 1S ant~c~pated

Act1v~t~es Last 30 Days
on request of the Warsaw Vo~ce magaz~ne, M~rek Duda prepared an art~cle on the

new energy law 1n Poland wh~ch ~s to be publ~shed ~n a spec~al ed~t10n on the
opportun~t~es for fore~gn 1nvestors ~n the Po11sh power sector,

on request of the Department of Energy and Env~ronment of the M~n~stry of
Economy, M~rek Duda took part ~n a meet1ng of representat1ves of electr~c1ty,

gas and d1str1ct heat1ng sectors devoted to d1scuss~on of the secondary
leg~slat~on on establ~sh~ng groups of energy customers el~g1ble to TPA,

The meet1ng showed that the gas and d1str~ct heat~ng sectors are not prepared to
enter the TPA based markets A bas~c tra~n1ng on that ~ssue seems necessary and
urgent

on ~nv~tat~on of the M~n~stry of Economy, Duda took part ~n a meet1ng on
rev~ew~ng the f1rst results of a PHARE proJect on the secondary leg~slat~on

documents be~ng managed by the Energy Management and Conservat~on Agency,

The f1rst drafts of the secondary leg~slat~on have been rev~ewed by d1fferent
organ~zat10ns ~n Poland The comments 1nd~cated 1n many cases ~ncorrectness or
1nsuff1c~encyof the drafts At the meet1ng, representat1ves of MoE ob11ged the
performers to ~ntroduce as many as poss~ble comments and f1n~sh the work as 1t
1S by the end of June Then the drafts w1ll be rev1ewed by MoE experts, ~nclud1!Jg

the USAID/Bechtel spec1al~sts, 1n order to prepare drafts that can be sent to
other m~n1str~es for the1r comments

Chr~s Turner and M1rek Duda part1c1pated 1n the Power Gen Europe Sem1nar and
Exh1b~t10n held 1n Madr1d on June 17-19 The sem1nar and the exb1b1t10n happened
to be the most popular among the Po11sh power managers w~th over 200 part1c~pants

from Poland We had the occaS10n to meet and talk to many Po11sh power people at
one place A publ~cat10n on the new energy law 1n Poland by M1rek Duda 1n the
1nternat10nal ed1t10n of the off1c1al quarterly Journal of the Po11sh Chamber of
Power Industry and Env1ronment Protect10n (B~uletyn Energetyczny) helped ga1n
access to these people

Status of De11verables
The team cont1nues to prov~de comments on secondary leg~slat10n They w1ll begm
to work w1th the new Cha1rman of the Energy Regulatory Author1ty as requested

Proposed Near-Term Act1v~t1es and Planned Travel (30-60 days)
M1rek Duda 1S attend~ng and present1ng a paper at Europower '97 1n Rome, Italy,
July 1.-4
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Poland
Reg~onal Energy Eff~c~ency (1BO-0030)
June 1997
Task 2, (E05)Ass~stance to D1str1but10n Company
Bechtel, Regulatory Reform and Energy Sector Restructur1ng
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TASK DESCRIPTION
To ass1st the Pol~sh D1str1but1on Compan1es 1n the restructur1ng of the electr1c1ty
1ndustry ~nto commerc1ally v1able, customer or~ented and ult~mately pr~vat~zed

f1rms A long term adv1sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass1stance act1v1t1es, ~nclud1ng the 1nteract10n among the regulatory,
generat10n, transm1ss10n, d~str1but~onand ~ndependent power product~on 1nterests
Ass1stance to the d~str1but10n sector w1l1 focus on development of 1nd~v~dual

company tar~ffs (serv~ce terms and pr1c~ng), reg~onal Integrated Resource Plann~ng,

organ~zat~onal development and techn~cal tra~n1ng, and pr~vat~zat~on plann~ng

(bus1ness, corporate go~ernance, strateg~c)

Act1v1t~es Last 30 Days
on request of the Assoc1at10n of Electr1c1ty Transm1SS10n and D1str1but10n

Compan~es, M~rek Duda took part ~n a tra1n~ng seSS10n for techn1cal managers of
all d1str~but~on compan~es ~n Poland on the new energy law held ~n Kadyny near
Elbl~g on June 5-6,

The tra1n1ng for techn1cal managers covered general 1ssues of new regulatory
framework 1n Poland related to the~r responS1b1l~t1es A key 1ssue d~scussed at
the meet1ng was the ]Ust1f1cat1onand transparency of the costs requ~red by the
new law The part~c~pantsdrew our attent~on to the eX1st~ng account~ng rules and
the fact that 1n many cases, these rules do not f~t w~th the new requ~rements

w1th respect to cost transparency and phas1ng out of cross-subs~d~es They
p01nted out that there w1ll be a need to elaborate a parallel account1ng system
to fullf1l the new ob11gat10ns

on request of the Assoc1at~on of Po11sh CHP Plants, Duda met Mr Kalkum from
MVV, a German company wh1ch 1S to ~nvest 1n the C1ty of Czestochowa 1n the
d1str1ct heat1ng system, on the 1mp11cat10ns of the new law to new CHP plants,

Marek Grzybowsk1 worked w1th Andrze] Schoene1ch, d1rector, and Jan W~nter,

spec1al~st, Restructur1ng Department of the Pol1sh 011 and Gas Company (PGN1G)
on the program and lOg1St1cs of the sem1nar Pol1sh Gas Sector under the New
Energy Law, Regulat10n, Compet1t1on, Markets, Lessons from the USA The sem1nar
was held on June 24 - 26 1n Jadw1sl.n, approx1mately 40 km north of Warsaw, at the
Corporate Tra1n1ng and Recreat10n Center uSkalny", owned by PGN1G As part of
the program, Marek led the f~nal d1scuss10n Impl1cat~ons for PGN1G, Today and
Tomorrow A deta~led Sem1nar Evaluat10n Report prepared by Marek ~s enclosed

The work on the program of a pr1vat1zat10n and restructur1ng sem1nar and
Prl.vatl.Zat1on Handbook for the power d1str~but~on and generat~on sector has
further progressed Marek and Chr~s have met w1th Arthur Andersen, Corporate
F1nance to d1scuss the progress of work Marek has d~scussed the fl.rst draft of
the program and outl~ne of the Manual w1th the representat1ves of the M~n~stry

of Economy Mr Jerzy Macelanka, and Mr Wladyslaw S1kora, and also w1th d1rectors
of the Power Transml.SSl.on and Dl.str1but1onAssocl.at10n Mr P10tr Beg1er and Mr
Andrze] Pazda 1n Poznan Unfortunately a V1S1t to Poznan by the Bechtel and
Arthur Andersen team f1rst scheduled for the end of June had to be postponed due
to part1c1patl.On of all our contacts at the Madr1d Power Gen Conference In the
meantl.me, Arthur Andersen has prepared an almost a complete draft of the Manual
and forwarded 1t to us for comments
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We have reached an agreement w1th Arthur Andersen that th1s f1rst draft 1S to be
rev1ewed by us only, then our comments w111 be d1scussed together w1th Arthur
Andersen draft1ng team, and only then w111 the document w111 be released for a
d1scuss10n of all external 1nterested part1es T& D Assoc1at1on, M1n1stry of
Economy, and the M1n1stry of Treasury and USAID

Arthur Andersen Poland was to have completed the draft verS10n of the
Pr1vat1zat1on Manual at the end of June 1997 They d1d subm1t for reV1ew an
1n1t1al draft on June 25, w1th some parts yet to be completed The f1nal draft
of the document w111 be deI1everedm1d-July, after all comments from the ERG and
Bechtel are rece1ved Part of the d1ff1culty 1n complet1ng the proJect by the
agreed upon deadl1ne 1S the lack of secondary leg1slat1on to the energy law wh1ch
1S supposed to have a maJor 1mpact on the development of the Pol1sh power sector
reforms Arthur Andersen w1ll therefore focus on d1scuss1ng poss1ble ways of
transformat1on regardless of spec1f1c aspects of the secondary leg1slat1on As
the actual secondary leg1slat1on emerges, 1t w111 have a d1rect 1mpact on the
Manual contents

-
The f1eld work for the ZE Torun Organ1zat1onal Development task was completed by
Arthur Andersen 1n June The roll-out 1S be1ng prepared accord1ng to the
presented sem1nar and workshop plan The follow1ng tra1n1ng mater1als have
already been prepared 1n Pol1sh

Strategy Art1culat1on and appl1cat1on of InterAct to the strategy
pr1or1t1zat1on (methodology and process descr1pt1on)
Mon1tor1ng Strategy Implementat10n - 1ntegrated performance measures
system (methodology and process descr1pt10n)
System's Th1nk1ng tra1n1ng mater1als
Re-eng1neer1ng tra1n1ng mater1als

Further tra1n1ng mater1als are be1ng prepared 1n co-operat10n W1 th ZET employees
The ZET has agreed to 1tS employees part1c1pat1on 1n the September sem1nar

Status of Del1verables
See above

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Cont1nu1ng work on the September Pr1vat1zat1on and Roll-Out Sem1nar Chr1s Turner
w1l1 travel to the US on July 10 for work/vacat1on

J~
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Author~ty

(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng further secondary
leg~slat~on and regulat~ons A long term adv~sor has relocated to Warsaw to advlse
the ERG and to ass~st ~n the development of the ERA Coord~nat~on w~th the World
Bank ESMAP program act~v~t~es ~n tra~n~ng of ERA staff ~s ant~c~pated

Act~v~t~es Last 30 Days
M~rek Duda
- at the request of of the organ~zers of the conference CEPCON '97, held on May 6-8 ~n

Poznan, presented a paper "The New Energy Law ~n Poland and Secondary Leg~slat~on

Cons~derat~ons", The conference was organ~zed by W~lm~ngton Publ~sh~ng Ltd as an
accompany~ng event of the Central and Eastern European Power Exh~blt~on (CEPEX) CEPEX
~s one of Central Europe's lead~ng power ~ndustry forums for buyers, sellers and
~nvestors ~n the electr~c~ty area

I
I
I
I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (lBO-0030)
May 1997
Task l, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector Restructur~ng

(Includes Long Term Adv~sor)
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- at the request of of the M~n~stry of Economy, together w~th other members of ERG,
made a presentat~on at a spec~al meet~ng of managers and employees of the MoE
Department of Energy and Env~ronment on lmpl~cat~ons and new tasks ar~s~ng from the new
energy law act, The meet~ng was held on Saturday, May 10, ~n Popowo, near Warsaw The
a~m of the meet~ng was to br~ef the new department personnel (some people have come
from the prev~ous Central Plann~ng Off~ce) on the current ~ssues related to the new
s~tuat~on when the energy law act ~s adopted by the Se]m, and the MoE ~s to accelerate
act~v~t~es on the secondary leg~slat~on Mr Franc~szek Krawczyfisk~, the department
d~rector, led the meet~ng and concluded w~th ass~gn~ng certa~n task to h~s personnel

- together w~th Chr~s Turner r at the ~nvltat~on of the Aspen Inst~tute from Wash~ngton,

took part ~n the workshop "D~lemmas of Ut~l~ty Restructur~ng ~n Central and Eastern
Europe" held ~n Krakow from May 7 to 11, and presented a d~scuss~on paper on the new
energy law ~n Poland and ~ts ~mpl~cat~ons to the energy sector r Many part~c~pants of
the workshop from Central and Eastern European countr~es showed a great deal of
~nterest ~n the new leg~slat~on of the energy sector ~n Poland r as ~t seemed to them
one of the most progress~ve legal system ~n th~s part of the world Cop~es of the
Engl~sh vers~on of the energy law act were requested by representat~ves of Czech
Republ~cr Roman~a, Slovak~a, L~thuan~a, Eston~a, Latv~ar Ukra~ner and Russ~a

- at the ~nv~tat~on of the M~n~ster of Economy, took part r together w~th Chr~sr ~n a
recept~on held ~n Pec~ce Manor near Warsaw glven by the Mlnlster and the Presldent of
Energy and EnVlronment Protect~on Chamber on the occas~on of the s~gnature of the
energy law act by the Pres~dent of Poland r Some 200 people gathered at the receptlon
celebrat~ng the Pres~dent's s~gnature of the act, most of whom where not related to the
work on the law M~n~ster W~es3aw Kaczmarek In h~s speech thanked Mr Klemens ~c~ersk~,

the former M~nlster of Industry and Trade and Mr B~ck~r the current Cha~rman of the
Board of PPGC, for thelr hard work on the law Nobody else was ment~oned, even Mr
Gabryoo who was the off~c~al representat~ve of GoP to the Se]m comm~ss~ons dur~ng all
d~scuss~ons over the law

at the request of Mr Krawczyfisk~r D~rector of Energy and Env~ronment Department r
prepared an off~clal presentat~on for Mr Jerzy Markowsk~r Deputy M~n~ster of EconomYr
that was g~ven at the meet~ng of Energy M~n~sters of EU Member and Assoclated Countrles
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on May 27 ~n Brussels, on current energy ~ssues ~n Poland,

br1efed Mr Chr1st1an Duv~gneau from the World Bank about the latest events 1n
the energy sector 1n Poland,

took part 1n the Power Euroforum held 1n Warsaw on May 20-21, at the Br1stol
Hotel, where new opportun1t1es for fore1gn 1nvestors 1n Poland were d1scussed,
A work1ng contact has been establ1shed w1th Mr Zb1gn1ew G1dz1nsk1, an off1c1al from
the Pr1vat1zat~on and Restructur1ng Department of the M1n1stry of Treasury Chr1s
Turner, M1rek Duda and Marek Grzybowsk1 br1efed Mr G1dz1nsk1 about our pre
pr1vat1zat1on p1lot proJects 1n G11w1ce, Poznan, Torufi and Rybn1k and the
pr1vat1zat10n work-shops scheduled for the second half of 1997 Together w1th Arthur
Andersen representat1ves, we have dec1ded to keep Mr G1dz1nsk1 1nformed about the
progress of our work and 1f poss1ble to 1nvolve M1n1stry of Treasury representat1ves 1n
the upcom1ng tra1n1ng programs

At the request of Mr Jacek Nowakowsk~, now the Deputy D1rector of the Energy and
Env~ronment Department a~ the M1n1stry of Economy, Marek Grzybowsk1 has prepared a
short proJect 1mplementat10n report and out11ne of act1v1t1es scheduled for the second
half of 1997 and f1rst half of 1998

I
I
I

Status of Del1verables
Cont1nu1ng preparat10n of comments as requested
leg1slat10n 1S underway

Preparat10n of secondary
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Proposed Near-Term Act1v1t1es and Planned Travel (30-60 days)
Chr1s Turner and M1rek Duda w111 part1c1pate 1n the 2nd Power Gen Europe 1997
Conference at Madr1d, Spa1n, m1d-June Mr Duda w1ll present a paper at the Rome
Energy Conference 1n July Mr Turner 18 travel1ng to the USA 1n July
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TASK DESCRIPTION
To ass1st the Po11sh D1str1but10n Compan1es 1n the restructur1ng of the electr1c1ty
1ndustry 1nto commerc1ally v1able, customer or1ented and ult1mately pr1vat1zed
f1rms A long term adv1sor has relocated to Warsaw to coord1nate 1nter- and 1ntra
sector ass1stance act1v1t1es, 1nclud1ng the 1nteract10n among the regulatory,
generat10n, transm1ss10n, d1str1but10n and 1ndependent power product10n 1nterests
Ass1stance to the d1str1but10n sector w111 focus on development of 1nd1v1dual
company tar1ffs (serv1ce terms and pr1c1ng), reg10nal Integrated Resource Plann1ng,
organ1zat10nal development and techn1cal tra1n1ng, and pr1vat1zat10n plann1ng
(bus1ness, corporate gov~rnance, strateg1c)
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Poland
Reg10nal Energy Eff1c1ency (180-0030)
May 1997
Task 2, (E05)Ass1stance to D1str1but10n Company
Bechtel, Regulatory Reform and Energy Sector Restructur1ng
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Act1v1t1es Last 30 Days
M1rek Duda, at the request of of the Assoc1at10n of Electr1c1ty Transm1SS10n and
D1str1but10n Compan1es, gave a presentat10n on consequences of the energy law for
electr1c1ty tar1ff sett1ng at a meet1ng of Econom1C Managers of all Pol1sh electr1c1ty
d1str1but10n compan1es, held 1n Belchatow (where the b1ggest power plant fueled w1th
11gn1te 1S located) on May 19, Desp1te the fact that the new tar1ff sett1ng system 1S
to be 1ntroduced only after a two year trans1t10n per10d, the d1str1but10n compan1es
want to be prepared to fulf1l1 new legal requ1rements related to tar1ff sett1ng They
are espec1ally worr1ed about the1r ab111ty to prepare relevant Just1f1cat10n of the
costs that are rather h1gh at the moment 1n compar1son w1th fore1gn compan1es Some
expectat10ns on the secondary leg1s1at10n of tar1ff shap1ng were also expressed

M1rek Duda lectured at a profess10nal course for power compan1es' managers on new legal
requ1rements to power compan1es ar1s1ng from the new energy law

Chr1s Turner and Marek Grzybowsk1 held several meet1ngs w1th Rash1d Benmessaoud, Yves
DUV1V1er and Enar Wennerstrom of the World Bank , Jacek Korpa 3 a, Jurek M1chalczyk, and
MarC1n Borek of Arthur Andersen, Corporate F1nance, Poland to d1scuss the contents of
the pre-pr1vat1zat10n reports of the Rybn1k Power Plant As a result of these
d1scuss10ns and World Bank's further 1nterest, a s1gn1f1cant part of the report has
been translated 1nto Engl1sh and w111 be de11vered to the World Bank and USAID shortly

Progress has been made 1n prepar1ng the Pr1vat1zat10n Manual Chr1s Turner and Marek
Grzybowsk1 part1c1pated 1n the meet1ngs w1th Arthur Andersen to d1SCUSS a new concept
of the mater1al presentat10n 1n the Manual, proposed by Arthur Andersen To make the
manual more attract1ve and close to real l1fe s1tuat10ns, they suggested that 1t should
be focused around a base case study of a hypothet1cal merger between Rybn1k power
plant and Gl1w1ce d1str1but10n company Vert1cal and hor1zontal 1ntegrat10n concepts
are be1ng d1scussed now 1n the power sector so 1t seems to be 1nterest1ng to look at
the process of pr1vat1zat10n also from th1s perspect1ve S1nce the extended proposal
for the Manual contents should be ready by the end of th1s week, we have dec1ded to
consult the new 1dea w1th the var10US 1ndustry off1c1als to 1nclude Transm1SS10n and
D1str1but10n Assoc1at10n, Rybn1k, G11w1ce, Po11sh Power Gr1d Company, as well as
representat1ves of the M1n1stry of Treasury and the M1n1stry of Economy

The work 1S be1ng cont1nued on the gas sem1nar scheduled for June 24-26 w1th the
part1c1pat10n of three US experts James P Healy, John E Holz1nger Jr , and Karl
McDermott The program out11ne should be completed 1n early June and consulted w1th
Mr Jan W1nter of the Po11sh 011 and Gas Company who 1S our work1ng contact for the
organ1zat10n of the sem1nar
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Chr~s Turner and M~rek Duda met w~th Peter Garforth, represent~ng Internat~onal F~nance

Corporat~on, to d~scuss ~nvolvement ~n ass~st~ng a potent~al CHP proJect ~n Upper
S~les~a The proJect would ~nvolve a gas-f~red heat suuply to a c~ty and electr~c~ty

supply to the gr~d or to an ~ndustr~al customer U S Jo~nt venture part~c~pat~on ~n

assumed

Status of Del~verables

Pr~nc~pal del~verables are the Pr~vat~zat~on Manual and prepared presentat~on mater~als

for the September Workshop on Pr~vat~zat~on and Restructur~ng, all to be ~n both Pol~sh

and Engl~sh and ready for rev~ew by end-June Also, the presentat~on mater~als for the
Gas Industry Sem~nar ~n late June are ~n process

Proposed Near Term Act~v~t~es and Planned Travel (30-60 days)
As above
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- at the request of Mr Franc1szek Krawczyfisk1, d1rector of the Energy and
Env1ronment Department of MoE, prepared a l1st and a t1metable of necessary
act1v1t1es of the department related to 1mplementat10n of the new energy law New
managers of the energy department of MoE need to be adV1sed on 1mportant 1ssues
related to the new energy law as they were oot fully 10volved 10 the preparatory

M1rek Duda
- At the request of the M1n1stry of Economy, prepared comments to a report on energy
po11cy convergence 1n Central and Eastern Europe Countr1es, that has been prepared
by EU experts w1th1n a PHARE funded proJect The comments have been taken 1nto
account by a delegat10n of the M1n1stry of Economy of Poland to the meet1ng of
representat1ves of CEEC held 1n Brussels on Apr1l 7-8

TASK DESCRIPTION
To ass1st 1n the creat10n/1mplementat10n of the Po11sh Energy Regulatory
Author1ty (ERA) to be estab11shed upon passage of pr1mary and secondary Energy
Laws Near term, to ass1St the Energy Restructur1ng Group (ERG) 1n develop1ng
further secondary leg1s1at10n and regulat10ns A long term adv1sor has
relocated to Warsaw to adv1se the ERG and to ass1st 1n the development of the
ERA Coord1nat10n w1th the World Bank ESMAP program act1v1t1es 1n tra1n1ng of
ERA staff 1S ant1c1pated

- At the request of the M1n1stry of Economy, br1efed members of the Comm1ttee on
Central and East Europe and the CIS of the Internat10nal Energy Agency Coal Industry
Adv1sory Board on the current s1tuat10n 1n the energy sector 1n Poland, and then
subm1tted comments to the draft of the m1SS10n report that has been prepared by Dr
Klaus Brand, d1rector of the East-West Program of the World Energy Counc11 The
m1SS10n of the Comm1ttee undertaken dur1ng Apr1l 6-9 was to reV1ew the current
s1tuat1on 1n the Po11sh coal sector before conclud1ng a report "Status and prospects
of the Po11sh hard coal 1ndustry and exports" to be presented to the IDEA Coal
Industry Adv1sory Board

Poland
Reg10nal Energy Eff1c1ency (180-0030)
Apnl 1997
Task 1, Regulatory Organ1zat10n Development
Bechtel, Regulatory Reform and Energy Sector

Restructur1ng (Includes Long Term Adv1sor)

Act1v1t1es Last 30 Days
The maJor development 1n Apr1l was the passage of the Po11sh Energy Law, wh1ch
cleared Parl1ament and went on 1tS way to the Pres1dent for s1gnature and
promulgat10n Substant1ve amendments 1n the Senate verS10n that would have made the
Law 1nternally 1ncons1stent and 1ncapable of further1ng the Po11sh energy po11c1es
were defeated 1n the SeJm, and the Law 1S 1n substant1ally the form sought by the
M1n1stry of Economy and 1tS adv1sors A s1gn1f1cant contr1but10n to the draft1ng
and negot1at1on of the Law was made by the Energy Restructur1ng Group, wh1ch 1S
funded 1n part by USAID and wh1ch has 1ncluded the ong01ng Warsaw-based aspects of
the Bechtel Regulatory Reform and Energy Sector Restructur1ng proJect ERG adv1sors
have ma1nta1ned a pat1ent and construct1ve role 1n the s1x-year process that
culm1nated 1n the Law's passage, and have contr1buted to the underly1ng pOl1Cy
documents and to drafts of the support1ng "secondary leg1slat10n" and ord1nances
that w1ll lead to full 1mplementat10n of the Law over the next two years It 1S not
out of place to say that w1thout the ERG, there would be e1ther no law or a much
less progress1ve law Implementat10n w11l be a challeng1ng ser1es of often
1nterconnected tasks, 1nvolv1ng many steps along a path that has only a conceptual
map and plenty of p1tfalls But the good work done up to now w1ll not be wasted,
and a more modern, eff1c1ent and effect1ve Pol1sh energy 1ndustry w11l result

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR
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process Th1s 1S extremely 1mportant for the secondary leg1slat1ve documents that
are to be prepared and negot1ated w1th other m1n1str1es by MoE

- at the request of a group of parl1amentar1ans, br1efed them on 1mportant 1ssues
related to the new energy law that are to be clar1f1ed at meet1ngs w1th
representat1ves of the Pol1sh energy sector Ser1es of meet1ngs of parl1amentar1ans
w1th representat1ves of d1fferent groups of energy enterpr1ses and energy consumers
are foreseen to promote the new energy law The parl1amentar1ans who were 1nvolved
1n the d1scuss1ons on the new law are to clar1fy the f1nal shape of the b1ll They
seek the ass1stance of energy experts to f1gure out spec1f1c 1ssues that need to be
d1scussed w1th the new law users

- Together w1th Chr1s Turner and other ERG members br1efed the USAID staff on the
latest events related to the passage of the new energy law and the future tasks of
the USAID sponsored experts on the restructur1ng of the Pol1sh energy sector,

- at the request of d1fferent energy enterpr1ses and energy consumers organ1zat1ons,
presented lectures on the new energy law for sen10r managers of the Warsaw Comb1ned
Heat and Electr1c1ty Company 1n Jachranka near Warsaw, at an annual meet1ng of legal
adv1sors of electr1c1ty d1str1but1on compan1es 1n Ustron near B1elsko-B1a J a, and at
a meet1ng of Industr1al Energy Generators Chamber (Selfgenerators) 1n Warsaw The
grow1ng 1nterest of many organ1zat1ons 1n the new energy law keeps those members of
the ERG who had been 1nvo1ved 1n prov1d1ng d1rect ass1stance to the government and
to the parl1amentar1ans dur1ng the legal process busy The lectur1ng seems to be
very 1mportant as the knowledge of the new legal and regulatory framework 1S rather
poor

- Work1ng w1th Mr Jan W1nter, spec1a1 plen1potent1ary for restructur1ng of the
Po11sh 011 and Gas Company (PGN1G), Marek Grzybowsk1 has agreed to the general
concept of the agenda and log1st1cs of a regulatory sem1nar for the managers of
reg10nal gas d1str1but1on compan1es The sem1nar w1ll be held at Jadw1s1n, 30 m1les
north of Warsaw 1n a gas company tra1n1ng center on June 24, 25, and 26, to start
w1th a lunch on the 25th, and end w~th a lunch on the 26th of June PGN1G w11l
take care of the costs of lodg1ng, conference fac1l1t1es, and bus transport from
Warsaw to Jadw1s1n for all part1c1pants 1nclud1ng our staff Bechtel/US AID w1ll be
respons1ble for lecturers' a1r-fares and Warsaw expenses, and the costs of
translat10n The sem1nar has been proposed by the PGN1G as a follow up of our
general regulatory work-shops w1th the request of focus1ng the program on gas
1ndustry regulat10n and restructur1ng The agenda 1S be1ng prepared by Chr1s Turner
and Marek Grzybowsk1 w1th cooperat10n of three US experts John E Holtz1nger, James
P Healy, and Karl McDermott, who have conf1rmed the1r part1c1pat1on The work1ng
t1tle for the sem1nar 1S "Pol1sh Gas Industry Sem1nar, Industry Structure,
Regulat10n and Markets Lessons from the Un1ted States "

When the deta1led agenda 1S ready 1t w1ll be consulted on w1th Mr W1nter and other
PGN1G off1c1als, translated 1nto Pol1sh and d1str1buted among the 1nv1ted attendees
PGN1G w1ll be respons1ble for de11ver1ng the 1nv1tat1ons and agenda to the
appropr1ate level of managers of reg10nal gas d1str1but1on compan1es Approx1mately
40-45 attendees are expected for the sem1nar

Status of De11verables
Cont1nu1ng preparat10n of comments as requested

Proposed Near-Term Act1v1t1es and Planned Travel (30-60 days)
Chr1s Turner and M1rek Duda w11l part1c1pate 1n two conferences the ~st sponsored
by the ASPEN Inst1tute and called "D1lemmas of Ut1l1ty Restructur1ng 1n Central and
Eastern Europe," and the 2nd Power Gen Europe 1997 Conference at Madr1d, Spa1n
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Poland
Reg10nal Energy Eff1c1ency (180-0030)
Apr1l 1997

NAME Task 2, (EOS)Ass1stance to D1str1but10n Company
Bechtel, Regulatory Reform and Energy Sector

Restructur1ng
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TASK DESCRIPTION
To ass1St the Pol1sh D1str1but10n Compan1es 1n the restructur1ng of the
electr1c1ty 1ndustry 1nto commerc1ally v1able, customer or1ented and
ult1mately pr1vat1zed f1rms A long term adv1sor has relocated to Warsaw to
coord1nate 1nter- and 1ntra-sector ass1stance act1v1t1es, 1nclud1ng the
1nteract10n among the regulatory, generat10n, transm1ss10n, d1str1but10n and
1ndependent power product10n 1nterests Ass1stance to the d1str1but10n sector
w1ll focus on development of 1nd1v1dual company tar1ffs (serv1ce terms and
pr1c1ng), reg10nal Integrated Resource Plann1ng, organ1zat10nal development
and techn1cal tra1n1ng,-and pr1vat1zat10n plann1ng (bus1ness, corporate
governance, strateg1c)

Act1v1t1es Last 30 Days
The maJor development 1n Apr1l was the passage of the Po11sh Energy Law, wh1ch
cleared Parl1ament and went on 1tS way to the Pres1dent for s1gnature and
promulgat10n Substant1ve amendments 1n the Senate verS10n that would have made the
Law 1nternally 1ncons1stent and 1ncapable of further1ng the Po11sh energy pol1c1es
were defeated 1n the SeJm, and the Law 1S 1n substant1ally the form sought by the
M1n1stry of Economy and 1ts adv1sors A s1gn1f1cant contr1but10n to the draft1ng
and negot1at10n of the Law was made by the Energy Restructur1ng Group, Wh1Ch 1S
funded 1n part by USAID and wh1ch has 1ncluded the ong01ng Warsaw-based aspects of
the Bechtel Regulatory Reform and Energy Sector Restructur1ng proJect ERG adv1sors
have ma1nta1ned a pat1ent and construct1ve role 1n the s1x-year process that
culm1nated 1n the Law's passage, and have contr1buted to the underly1ng pol1cy
documents and to drafts of the support1ng "secondary leg1slat10n" and ord1nances
that w111 lead to full 1mplementat10n of the Law over the next two years It 1S not
out of place to say that w1thout the ERG, there would be e1ther no law or a much
less progress1ve law Implementat10n w11l be a challeng1ng ser1es of often
1nterconnected tasks, 1nvolv1ng many steps along a path that has only a conceptual
map and plenty of p1tfalls But the good work done up to now w1ll not be wasted,
and a more modern, eff1c1ent and effect1ve P011Sh energy 1ndustry w11l result

Work1ng w1th Mr Jan W1nter, spec1al plen1potent1ary for restructur1ng of the Po11sh
011 and Gas Company (PGN1G), Marek Grzybowsk1 has agreed to the general concept of
the agenda and 10g1st1cs of a regulatory sem1nar for the managers of reg10nal gas
d1str1but10n compan1es The sem1nar w1ll be held at Jadw1s1n, ca 30 m1les north of
Warsaw 1n a gas company tra1n1ng center on June 24-25-26, to start w1th a lunch on
the 25th, and end w1th a lunch on the 26th of June PGN1G w1ll take care of the
costs of lodg1ng, conference fac1l1t1es, and bus transport from Warsaw to Jadw1s1n
for all part1c1pants 1nclud1ng our staff Bechtel!USAID w1ll be respons1ble for
lecturers' a1r-fares and Warsaw expenses, and the costs of translat10n The sem1nar
has been proposed by the PGN1G as a follow up of our general regulatory work-shops
w1th the request of focus1ng the program on gas 1ndustry regulat10n and
restructur1ng The agenda 1S be1ng prepared by Chr1s Turner and Marek Grzybowsk1
w1th cooperat10n of three US experts John E Holtz1nger, James P Healy, and Karl
McDermott, who have conf1rmed the1r part1c1pat10n The work1ng t1tle for the
sem1nar 1S "Po11sh Gas Industry Sem1nar, Industry Structure, Regulat10n and
Markets Lessons from the Un1ted States "

When the deta1led agenda 1S ready 1t w1ll be consulted on w1th Mr W1nter and other
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PGN1G w1ll be respons1ble for de11ver1ng the 1nv1tat10ns and agenda to
appropr1ate level of managers of reg10nal gas d1str1but10n compan1es
40-45 attendees are expected for the sem1nar
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Chr1s Turner and Marek Grzybowsk1 are work1ng w1th Arthur Andersen Polska and the
Transm1SS10n and D1str1but1on Assoc1at10n (T&DA), represented by Messrs Pazda and
Beg1er, 1n order to rollover the pre-pr1vat1zat10n and restructur1ng exper1ence to
the power d1str1but10n compan1es The Pr1vat1zat10n Manual based on the exper1ence
of Gl1w1ce, Poznan and Torun, and Restructur1ng Manual based on our co-operat10n
w1th Torun w111 be ready 1n June However, the sem1nar on restructur1ng 1n1t1ally
scheduled for the end of June w11l have to be postponed to September, at the
suggest10n of T&DA Mr Beg1er and Pazda suggested that the May and June calendar
1S so busy w1th other events that there 1S no chance to gather a proper aud1ence for
our sem1nar We are develop1ng a s1ngle program for the d1str1but1on compan1es to
present both pr1vat1zat10n and restructur1ng, w1th emphas1s on the latter The
forthcom1ng elect10n campa1gn 1S a reason to move the sem1nar to the second half of
September By that t1me we may have a better 1nd1cat1on of the pol1t1cal att1tude
towards energy sector pr1vat1zat10n 1n the new Po11sh parl1ament Th1s 1ssue may
become more pol1t1cally sens1t1ve 1n the course of the elect10n campa1gn The
latest dec1s10n of the M1n1stry of Treasury to cancel the May ~3-~4 sem1nar on
Rybn1k Pr1vat1zat10n may reflect the grow1ng d1Scuss10n on the energy sector
pr1vat1zat10n 1ssues Once the Rybn1k s1tuat10n 18 clearer, we w1ll cont1nue
development of a roll-out sem1nar on pr1vat1zat10n for the generat10n sector

Status of Del1verables
As above re Gas Industry Sem1nar

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
See Above
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USAID EOR/DR/EI Monthly SUnmary Report

COUNI'RY Poland
PRo.JECT RegJ.onal Energy EffJ.cJ.ency (180-0030)
MJNTH March 1997
~ NUMBER, NAME Task 1, Regulatozy Orgam.zatJ.on Development

..MPLEMEN'I'OR Bechtel, Regulatory RefoJ:m and Energy Sector RestructurJ.ng
(Includes Long Term AdvJ.sor)

TASK DESCRIPTION
To assJ.st ill the creatJ.on!J.1JI1?1ementatJ.on of the PolJ.sh Energy Regulatory
Authorl.ty (ERA) to be estabhshed upon passage of pr~mary and secondary Energy
Laws Near te:r:m, to assJ.st the Energy Restructurillg Group (ERG) ill develop1.ng
further secondary leg~slatJ.on and regulatJ.ons A long te:r:m ad.vJ.sor has
relocated to Warsaw to advJ.se the ERG and to assJ.st ill the development of the
ERA CoordJ.natJ.on wJ.th the World Bank ESMAP program actJ.vJ.tJ.es ill traJ.nJ.ng of
ERA staff J.S antJ.cJ.pated

ActJ.vJ.tJ.es Last 30 Days:
Marek GrzybowskJ. contillued workJ.ng wJ.th ESMAP on the URE (Energy Regulatory
AuthorJ.tyl organJ.zatJ.on WJ.th1.n th1.s scope of actJ.VJ.t1.es Marek has prepared one of
the versJ.ons of a URE statute together w1.th 1.ts JustJ.f1.catJ.on Marek and Chr1.s
partJ.cJ.pated ill a dJ.sCUSElJ.On on a proposal of URE structure presented by the PrO] ect
Leader AndrzeJ Mlotokowsk1.

As a follow up to prJ.or regulatory traJ.nlllg and as a result of the exJ.stJ.ng illterest
III the gas and 01.1 sector for a regulatory semlllar addressillg dJ.rectly the 1.ssues of
gas regulat1.on, a worklllg contact has been establ1.shed wJ.th Mr Andrze] SchoeneJ.ch,
DJ.rector of Restructur1.ng, Pol1.sh 01.1 and Gas Company (POGC) OUr draft proposal of
the program of a two day workshop has been dJ.scussed by the POGC Management team and
accepted for 1.mplementatJ.on 1.n early June We are presently work1.ng on the deta1.1ed
:!;'rogram outlJ.ne and team of presenters The seIDl.nar w1.11 probably be held III a gas
1.ndustry traJ.nJ.ng center near Warsaw

Marek GrzybowskJ. worked w1.th Bechtel San Franc1.sco and the cal1.forrua Energy
Cornrm.sS1.on to aSS1.st the Energetyka Poznanska S A team to arrange and unplement a
regulatory study tour of Cal1.forrua regulatory author1.t1.es and ut1.11.t1.es The tour
was successfully perfo:r:med at the end of March and the Poznan delegates reported
very pos1.t1.ve cormnents

ChrJ.s Turner attended the March meetillg of the AmerJ.can Chamber of Commerce Energy
Cornrm.ttee to g1.ve an update on Energy Law progress

ChrJ.s Turner completed the "R4" process WJ.th the Warsaw USAID off1.ce, resultillg 1.n
an approved work plan that, 1.f a contract extens1.on 1.S aPJ?roved by AID-Washlllgton,
would 1.nclude regulatory J.mplementatJ.on and ente:rprJ.se prJ.vatJ.zatJ.on actJ.VJ.tJ.es
through FY 1999

MJ.rek Duda

- at the request of the AssocJ.atJ.on of ElectrJ.cJ.ty Transml.ssJ.on and DJ.strJ.butJ.on
CompanJ.es, J.n cooperatJ.on wJ.th Mr MuszynskJ., prepared an opJ.nJ.on on the needs for
secondary leg1.s1atJ.ve documents that had been J.ssued under the old act on the energy
economy and are not foreseen under the new energy law,
There J.S a need to J.ssue sane secondazy legJ.slatJ.ve documents of techrucal character
under the const:ructJ.on law of 1994 ThJ.s wJ.ll cover a gap of regulatJ.on of sane
techn:z.cal actJ.V2 tJ.es of energy entJ. tJ.es The fonner M:ullstIy of Industry and Trade was
waJ.tJ.ng wJ.th that problem untJ.l the new energy law J.S passed through the parhament J.n
order to clarJ.fy the legal powers of the MllllstIy under those two laws The AssocJ.atJ.on
J.S to cooperate W1.th the Muustry of Econa1!Y on thJ.s J.ssue

- at the request of Mr Roman KuczkowskJ., manager of the Toruii ElectrJ.cJ.ty D1.strJ.butJ.on
Company, made a presentat1.on to the stake holders of the Toruii Reg1.onal Agency for
Energy ConservatJ.on on malll provJ.s1.ons and 1.ITf>lJ.cat1.ons of the new energy law,
There J.S a grOW1.ng J.nterest of dJ.fferent organJ.zatJ.ons J.n Poland to the new energy law,
especJ.ally those that deal W1.th energy J.ssues On one hand, the ccmnunal. custaners are
afraJ.d of the new energy prJ.ces W1.thout governmental subsJ.dJ.es and W1.thout subsJ.dl.es
fran bJ.g J.ndustrJ.al custaners, and on the other hand, they see a necessJ. ty to have
econamcally stronger energy supplJ.ers J.n order to assure energy del1.very for the
future Generally the managers of the ccmrrunal enterprJ.ses are for the new law It wJ.ll
help them J.n desJ.grnng energy eff1.c:z.ent actJ.V2t:z.es :Ln the1.r carpaz11.es
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- at the request of Lubl:m Electr~c~tyD~strl.but~onCc:xrpany, made a presentat~on of the
new energy law to all cCltTpCUly' s managers,
The top managers of the power c~es know the new enezw law good enough, as almost
all of them were l.I1volved e~ther l.I1 camnentmg or dlscussl.I1g the draft of the law Now,
they would l~ke to transfer that knowledge to lower level managers m. th the ass~stance

of people who were closely .1I1volved .1I1 draftl.I1g the new law On the other hand,
feedback frern such people mll help the drafters .1I1 the fmal shapmg the secondary
leg~slat~ve documents

- as a member of the MoE task force group for establ1smng a new polley on the pr1ces
of domestlc steam coal, took part ~n a meet~ng, held 1n Jaworzno near Katowlce, of the
subgroup of coal and power experts to dJ.scuss a new methodology of establ1smng the
unport panty for domest1c coal,
Dur.1I1g a heated cb.scuss~on, a new method of establ~sh:Lng the 1.l1pOrt par~ty for steam
coal has been developed It ~s to be based on the Coal Week Internat~onal data showl.I1g
current pr~ces of steam coal l.I1 transact~ons m.th ma.1I1 world suppl~ers that del~ver
coal to Europe Such pr~ces m.11 be adJusted to the average qual1.ty of the coal bel.I1g
del~vered to the Pol1.sh power stat~ons The par~ty w~ll cover all necessary costs of
transportat~onand 1.nsUrance The task force group has accepted the methodology and 1.S
wa1.tl.I1g for the results of calculat1.0I2S of the pa.r1.ty for 1996 to be d.1.scussed further
by the group

- together W1th Chr~s TuJ:ner took part :m the semJ.nar "Central and Eastern European
Power Industry Forum - 97", held :m Warsaw on March 26-27

- at the request of the US Embassy, together w1th Chr~s TuJ:ner, had a meet:mg wlth Mr
George Mlkulc1k from Panda Energy Internat1onal, Inc, and br1efed mm generally on the
POI1Sh energy polley, the new energy law I and the restructurlng process of the energy
sector, mostly the electr~clty sector

Status of Del1verables
Cont:mulng ll1put to the GoP and the MoE as necessary, W1th ongo:mg partlc1patlon by
Mr Duda on Parhamentary subcormm..ttees and other polley groups

"roposed Near Tezm Act1v1t1es and Planned Travel (30-60 days) :
Current expectat10n 1S for a hnal vote on the Energy law (EL) :m early to ffild
Apr1l If the Energy law passes, the focus w1ll be on regulatory 1mplementat1on and
secondary leg1slat1on
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TASK DESCRIPl'ION
To ass~st the Pohsh D~strwutJ.on CompanJ.es J.n the restructurJ.ng of the
electr~cJ.ty J.ndustry J.nto corrmercJ.ally VJ.able, customer orJ.ented and
ultJ.mately prJ.vat~zed fUl1ls A long tenn aclvJ.sor has relocated to Warsaw to
ccordJ.nate J.nter- and J.ntra-sector assJ.stance actJ.vJ.tJ.es, J.ncludJ.ng the
J.nteractJ.on among the regulatory, generatJ.on, transrrussJ.on, mstriliutJ.on and
J.ndependent power productJ.on J.nterests AssJ.stance to the dJ.striliutJ.on sector
wJ.ll focus on development of J.nmVJ.dual company tarJ.ffs (servJ.ce terms and
prJ.c~ng), regJ.onal Integrated Resource Pl~g, orgaruzatJ.onal development
and techrucal traJ.nJ.ng, and prJ.vatJ.zatJ.on pl~g (busJ.ness, corporate
governance, strategJ.c)

ActJ.vJ.tJ.es Last 30 Days
As a follow up to prJ.or regulatory traJ.nJ.ng and as a result of the exJ.stJ.ng J.nterest
J.n the ~as and oJ.l sector for a regulatory se~nar focusJ.ng on the J.ssues of gas
regulatJ.on, a workJ.ng contact has been establJ.shed wJ.th Mr Andrze] SchoeneJ.ch,
DJ.rector of RestructurJ.ng, Pohsh O~l and Gas Company (PCX3C) OUr draft program
proposal for a two day workshop has been mscussed by the PCX3C Management team and
accepted for J.ITplementat~on J.n early June We are presently workJ.ng on the detaJ.led
!?rogram outlJ.ne and team of presenters The sem:LDar wJ.ll probably be held J.n a gas
J.ndustry traJ.nJ.ng center near Warsaw

Marek GrzybowskJ. worked wJ.th Bechtel San FrancJ.sco and calJ.fornJ.a Energy CamussJ.on
to ass~st the Energetyka Poznanska S A team to arrange and J.mplement a regulatory
study tour of Cal~fornJ.a regulatory authorJ.tJ.es and utJ.lJ.tJ.es The tour was
successfully performed at the end of March and the Poznan delegates reported very
posJ.tJ.ve comnents

ChrJ.s Turner completed the U R4" process wJ.th the Warsaw USAID ofhce, resultJ.ng J.n
an approved work plan that, J.f a contract extensJ.on J.S apJ?roved by AID-Wasmngton,
would J.nclude regulatory J.mplementatJ.on and enterprJ.se prJ.vatJ.zatJ.on actJ.vJ.tJ.es
through FY 1999

MJ.rek Duda
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- at the request of Mr Roman KuczkowskJ., manager of the Torufi ElectrJ.cJ.ty DJ.stn.butJ.on
Company, made a ;presentatJ.on to the stake holders of the Torufi RegJ.onal Agency for
Energy ConservatJ.on on maJ.n provJ.sJ.ons and J.rnplJ.catJ.ons of the new energy law,
There ~s a grOW1.I1g ll1terest of d1.fferent orgaru.zat~ons111 Poland to the new energy law,
espec~ally those that deal w~th energy ~ssues On one hand, the ccmnunal custc:rners are
afra~d of the new energy pr~ces w~ thout governmental subs~d1.es and W1. thout subsl.dJ.es
frem b~g ll1dustr~al custemers, and on the other hand, they see a necess~ ty to have
econamcally stronger energy suppll.ers 111 order to assure energy del~very for the
future Generally the managers of the ccmnunal enterprl.ses are for the new law It w~ll

help them ~ des~grnng energy eff~c~ent act~VJ.t~es 111 thel.r carpa1lles

- at the request of Lubhn ElectrJ.cJ.ty DJ.strJ.butJ.on Company, made a presentatJ.on of the
new energy law to all company I s managers,
The top managers of the power c~es know the new en~ law good enough, as almost
all of them were ll1volved e~ther ~ ccmnent~gor d1.SCUSSll1g the draft of the law Now,
they would hke to transfer that knowledge to lower level managers W1.th the ass~stance

of people who were closely ll1volved 111 draftll1g the new law On the other hand,
feedback frem such people W1.1l help the drafters ~ f~ shap~g the seconda1:y
leg~slat~ve documents

- as a member of the MoE task force group for establJ.sbJ.ng a new polJ.ey on the prJ.ces
of domestJ.c steam coal, took part J.n a meetJ.ng, held J.n Jaworzno near KatowJ.ce, of the
subgroup of coal and power experts to mscuss a new methodology of establJ.smng the
J.mport parJ.ty for domestJ.c coal,
Durll1g a hot dJ.scuss~on a new method of estabhshll1g the lllpOrt par~ty for steam coal
has been developed It ~s to be based on the Coal Week Internat~onal data show:mg
current pr~ces of steam coal ~ transact~ons W1.th ma~ world suppl~ers that del~ver

coal to euroPe Such pr~ces w~l1 be adjusted to the average qual~ty of the coal be1.Ilg
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del~vered to the PoI~sh power stanons !he par~ty Wl.II cover all necessazy costs of
transportat~onand .InSUrance The task force group has accepted the methodolcgy and ~s

wa2.t~g for the resul ts of calculanons of the par~ty for 1996 to be cllSCUSSed further
by the group

- together w~th Chr~s Tw:ner took part ill the senunar "Central and Eastern European
Power Industry Forum - 97", held ill Warsaw on March 26-27

Status of DelJ.verables
The four draft reports for the pr~vat~zat~onJ?reparat~on analys~s of the Ryb~k
Generat~on Stat~on have been rece~ved (ill Pol~sh) from Arthur Andersen-Warsaw The
"Pr~vat~zatl0nConcept" report ~s to be translated flrst and provlded (as a draft)
to AID-Warsaw, AID-Waslungton and the World Bank

Proposed Near Tem. ActJ.vJ.tJ.es and Planned Travel (30-60 days) :
F~nal1zatl0n of the Ryb~k reports ill Pol1sh and Engl1sh
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Poland
Reg1anal Energy Eff1C1ency (180-0030)
Februazy 1997
Task I, Regulato:ty 0rgan:Lzat~onDevelopment
Bechtel, Regulatory Reform and Energy Sector

Restructurmg (Includes Long Tezm AdV'l.sor)
TASK DESCRIPnON

To ass~st m the creat~on/~1,!l1?lementat~onof the Pol~sh Energy Regulatory
Author~ty (ERA) to be establ~shed upon passage of pr~rnary and secondaz:y Energy
Laws Near ten'll, to ass~st the Energy Restructurmg Group (ERG) m developmg
further secondaz:y leg:r..slat:r..on and regulat:r..ons A long tenn adv:r..sor has
relocated to Warsaw to advl.se the ERG and to ass~st ill the development of the
ERA Coorchnat:r..on w:r..th the World Bank ESMAP program act~v:r..t:r..es ill tra~ng of
ERA staff :r..s ant:r..c:r..pated

Act1V1t:1.eS Last 30 Days:
Marek Grzxmwsk:r.. and Tomek Czop contillued work:r..ng on the comments to the:r..r paper on
the orgaIllzat10n structure of the Energy R~atoryAuthor:r..ty They met w:r..th Iwona
Flgaszewska of the Warsaw branch of the Ant:r..monopoly Off:r..ce to d:r..scuss
orgaruzat:r..onal exper:r..ence of the AlVIO Some very useful comments have been rece:r..ved
from M:r..rek nuda and W:r..told Cherubm regard:r..ng problems of regulat:r..on of heat
:r..ndustry On February 18 at the ERG Regulato:ty sermnar Marek I S and Tomek I s draft
organ:r..zat~on structure was d:r..scussed as one of the possilile opt:r..ons Marek and
Tomek have rev:r..ewed the comments rece~ved so far and w~ll further :r..mprove the draft
It seems reasonable now to place the I?r~ce regulatl.on of d1.str:r..ct heat:r..ng
ente:rprl.ses Wl.th the ERA reg~onal offl.ce There was also a d1.Sl?ute on the number of
staff :r..n d1.fferent departments and the opl.nl.ons are var:r..ed cons~derably

MJ.rek Duda
at the request of the new d1.rector of the Department of Enerw and Env:r..ronment of the
Ml.nl.stT7( of Economy, Mr Franc~szek Krawczynsk:r.. and the chal.rman of the Se]m
comrm.ss~on on the energy law, prepared, together w~th the ERG legal adv~sor, comments
and suggest~ons for the SeJm members how to deal Wl.th the resolut~on of the Senate on
the energy law b:r..ll, adopted by the SeJm,

The mater:r..al was to mfonn the parl:r..amentar:r..ans about substant:r..ve and fonnal consequences
of all amendments and changes to the law made by the Senate We proved that the Senate
amendments to the substance of the law (:r.. e deletmg all pravJ..s:r..ons about TPA,
mtroducmg UIllf:r..ed pr:r..ces for gas and electr:r..c:r.. ty t:hroughout the country, placmg the
ERA mto the M:r..1llstl:y of ECOllOlo/) would rum the market character of the b:r..ll We also
mcllcated that those amendments are formally mcorrect to the extent that the law, :r..f
not reJected by the SeJm, would be mte.rnally mcons:r..stent

on February 18, at the request of Mr Slaworrur Krystek, Cha:r..:rman of the Pol:r..sh Power
and Env:r..ronment Protect:r..on Chamber took part :r..n the prel:r..m:r..nary meet:r..ng of
rel?resentat:r..ves of the Pol:r..sh power compan:r..es w:r..th some lead:r..ng members of the Se]m
JOillt comnuss:r..on on the energy law on clar~fy:r..ng the pos:r..t:r..on of power comp~es to the
Senate resolut:r..on on the energy b:r..ll

The representat:r..ves of the power sector assured the parl:r..amentar:r..anB of the:r..r full support
for reJect:r..Oll of the Senate proposals changmg the substance of the law They sa:r..d
that the v.I.s:r..ble oppos:r..t:r..OIJ to the new law was based only on the "Sol:r..dar:r..ty" trade
UZUOll wluch had already started :r.. ts popu1~st elect~Oll canpalgn

on February 19, together w~th the ERG legal spec:r..al:r..st, Igor Muszynsla., accomp~ed the
~ster of Economy, Mr W~eslaw Kaczmarek, and other governmental representat:r..ves :r..n
the meet:mg of the SeJrn Jo:r..nt comm:r..ss~on devoted to rev:r..ew:r..ng the Senate amendments to
the energy law b~ll,

The Jomt carrruSS:r..Oll dec:r..ded to recc:mnend the plenary sess:r..Oll of the SeJm to reject all
the Senate amendments related to the substance of the b:r..ll The camu.ss~on adopted
only "housekeep:r..ng" amendments

at the request of Mr Andrze~ M~otkowsk:r.., the manager of ESMAP proJect on establ~shJ.ng
the Energy Regulatoz:y Author~ty m Poland, rev:r..ewed and prepared comments to the draft
proposal of ERA organ:r..zat~on scheme,

The proposal has been prepared by ERG spec:r..al:r..sts mvolved m the ESMAP proJect The
ccnrnents were based an M1.rek's fonner manager:r..al exper1.ence related to adrrruustrat:r..ve
procedures m Poland Most of ms suggest:r..OllS were adopted by Mr M1.otkowsk:r..
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together w~th Chr~s TuJ:ner took part Ul the semm.ar on establ~shrnent of the ERA,
orgaruzed by the ESMAP pro]ect people and held m Stasz~c Palace, the prerruses of the
Pol~sh Academy of Sc~ences,

The part:LC:Lpants of the senunar, IOOStly.members of the worlo.ng group for preparmg the ER.:"
orgaIllzat~onJ had an occas~on to cllSCUSS ~ssues of regulatory pract~ce m the UK w:z.d::
represen'tat~ves of OFFER and OEGAS fran Great Br:L'tam

at the request of Arthur Andersen people, bemg J.nVOlved l.n the BechteljUSAID Torun
proJect, took part m the meetl.ng of AA people w~th Torun DJ.strlbutJ.on Company manage:::-s
on theJ.r busmess strategy under the new energy law

The meetmg showed relat~velygood preparedness of the Torun r;c m:3Ilagers to the new legal
cond:J..t:LOrJ.S That was a result of the Bechtel/Arthur Andersen ass~stance that has bee..""l
carr:Led out for sane t.I.rne m cooperat.lon w:z.th the top management of the ccnpany

Status of Del~verables
Contmumg 111put to the GoP and the MoIT as necessary, WJ.th ongomg partJ.cJ.patJ.on b~

Mr Duda on parlJ.amentary subccxmuttees and other polJ.cy groups

Proposed Near Tem. ActJ.V1tJ.es and Planned Travel (30-60 days):
As above
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Proposed Near Tezm Act1V1t:Les and Planned Travel (30-60 days)
F1nal report for Rybn1k Generatmg StatJ..on w11l be J..ssued rn March The
pr1vat1zat1on manual proJect has begun

TASK DESCRIPTJ:ON
To ass1st the Po11sh D1str1but1on Cc::mpaIlles 111 the restructur111g of the
electr1c1ty mdustry 1Ilto conunerc1ally VJ..able, customer or1ented and
ult1ma.tely 1?r1vat1zed f1nns A long tenn advJ.sor has relocated to Warsaw to
coord1nate 1Ilter- and mtra-sector ass1stance act1VJ.t1es, rncluchng the
mteract10n among the regulatory, generat10n, transnuss10n, dJ.stn.butJ..on and
mdependent power product10n rnterests Ass1stance to the dJ.stribut10n sector
w111 focus on development of rn<llVJ.dual carg;>aI1y tar1ffs (serv:L.ce te:rms and
pr1crng), reg10nal Integrated Resource Planrung, orga.n1zat1onal development
and techm.cal tra1Il1Ilg, and pr1vat1zat1on planrung (busmess, corporate
gove:rnance, strategJ..c)

Act1V1t1es Last 30 Days
Marek GrzybowskJ.. worked to;rether W1th Ene~etyka Poznanska, Bechtel Consultmg and
ca11fonua regulatory Comrru.SS1ons and ut111t1es to set a 1?rogram and log1st1cs of a
VJ.S1t of EP Pres1dent and execut1ves m the USA The VJ.SJ..t w1ll be at the end of
March

M1rek Duda on February 18, on request of Mr Slawom1r KJ:ystek, ChaJ..rman of the
Po11sh Power and EnvJ..ronment Protect10n Chamber took part rn the prelJ..rru.nary meetmg
of representat1ves of the PolJ..sh power campan1es w1th some leachng members of the
Se]m ]ornt ConunJ..SS10n on the energy law on clar1fymg the POS1t1on of power
comparues to the Senate resolut10n on the energy 0111

The representatJ..ves of the power sector assured the par11amentar1ans of the1r full
support for reJ ectJ..on of the Senate proposals changmg the substance of the law
They saJ..d that the VJ.s1ble oppos1t10n to the new law was based only on the
nSolJ..dar1tyn trade un10n wh1ch had already started J..ts popul1st elect10n campa1gn

At the request of Arthur Andersen people, beJ.ng mvolved rn the Bechtel/USAID Torun
proJect, took part m the meet1ng of AA people W1th Torun DJ..stribut10n Company
managers on theJ..r bu.smess strategy under the new energy law

The meetm~ showed relatJ..vely good preparedness of the Torun DC managers to the new
legal conditJ..ons That was a result of the Bechtel/Arthur Andersen ass1stance that
has been carr1ed out for some t1me J..n cooperatJ..on W1th the top management of the
company

Status of De11verables
As above

: Poland
Reg10nal Energy Eff1c1~ (180-0030)
Februazy 1997
Task 2, (EOS)Ass1stance to D1stribut1on Company
Bechtel, Regulatory Refonn and Energy Sector

Restructur1Ilg
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TASK DESCRIPTION.
To ass~st the Pol~sh electr~c~ty mdust:ry ~ helpmg fac~l~tate the appropr~ate
development of an mdependent power procfuct~on (IPP) sector, mcludmg
mst~tut~onal, contractual, te~cal and fl.nanc~al areas A long tenn advJ.sor
has relocated to coordmate mter-sector ass~stance act~VJ.t~es, mcluchng the
mteract~on among IPPs and the transrru.ss~on mstrJ.but~on and large customer
sectors

AcoVJ.oes Last 30 Days:
M~rek Duda

at the request of the UK Embassy, together w~th Chr~s TUJ:ner, had a meetmg w~th Mr
Graham Freeman from PURVThr & GERTZ, Inc US-UK Consultmg Engmeers, and br~efed
mm generally on the Pol~sh energy pol~cy, the new energy law, and the restructurmg
process of the energy sector, mostly the gas supply sector,

The carpany Purvm & Gertz ~s preparmg an oveJ::Vl.ew of the gas supply sectors m
Central and Eastern. Europe for b~g mtern.atlonal concern.s

Together w~th ChrlS TUJ:ner part~c~pated m a meetmg of Energy Workmg Group of US
EO-Poland Act~on Cormru.ss~on held m Warsaw, February 27, by Center of Strateg~c &
Intern.at~onal Stufues, Washmgton, DC

The sub]ect of the meetmg was cooperat~on of the US-EU-Poland Act~on CommJ.ss~on J.n
~mplement~ng the new enersY law J.n Poland and US-EO ass~stance m preparat~on of the
energy secondary leg~slat~on A t~metable of further act~on of the cormuss~on was
adopted

Status of De11verables:
Corrpleted for now

Proposed Near TeJ:m Act1VJ.tl.es and Planned Travel (30-60 days).
Coor~t~on and mo~torJ.ng pend1.ng further developments
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Reg10nal Energy Eff1C1~ (180-0030)
February 1997
Task 3, (I18) Independent Power Product~on Development and Demo
Bechtel, Regulatory Reform and Energy Sector

Restructurmg
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TASK DESCRIPTION
To ass1st ill the creat10n/1~lementat10nof the Pol1sh Energy Regulatory
AuthorJ.ty (ERA) to be establJ.shed upon passage of prJ.mary and secondary Energy
Laws Near tenn, to ass1st the Energy Restnlctur1ng Group (ERG) 1n develop1ng
further secondary leg1slat10n and regulat10ns A long tenn advJ.sor has
relocated to Warsaw to advJ.se the ERG and to ass1st ill the development of the
ERA CoordJ.nat10n WJ.th the World Bank ESMAP program act1.V1.t1.es ill traJ.nmg of
ERA staff 1S ant1.c1pated

AcoVJ.tJ.es Last 30 Days:
Mlrek Duda

- at the request of the new mrector of the Department of Energy and EnV1.ronrnent of
the Mm1.stry of Economy, Mr Franc1szek Krawczynsk1 (fonner mrector of Department
of Economy Infrastnlcture and Sectors StudJ.es ill the Central Plann1ng Off1.ce)
prepared ma1.n po1nts of the off1c1.al standpo1.nt of the new M1.n1ster of Econ~ on
the new energy law before the tbJ.rd read1ng and vot1.ng of the draft 1n the SeJm
(lower house of the parl1ament) The mater1al was to br1ef the new ffi1.n1ster about
the development and off1.c1.al poS1.t10n of the fonner ffi1.n1.ster of 1ndustry and trade
on the draft energy law 1.n case the SeJm requested some clar1.f1cat1.on of the draft
from the government representat1ve to the l?lenary sessJ.on of the SeJm The th1.rd
read1ng and then vot1.ng, wh1.ch took place 1.n the SeJm on January 10, 1997 1 was 1.n
favor of the draft (250 for and 150 aga1.nst)

- t~ether W1.th Chr1.s Turner part1.c1.pated 1.n the armual meet1.ng of USAID contractors
working on energy eff1.c1.ency and energy sector restructur1.ng 1.n Central and Eastern
Europe that was held ill Wash1.ngton on Jan~ 7-8, 1997, For the f1rst t1me Mr Duda
had a chance to meet and talk to USAID off1.c1als and experts work1.n~ outslde Poland
ill Central and Eastern Europe Th1s w111 help 1n better understanding the US goals
1.n those countrJ.es and the problems they are faclllg not only 1.n Poland but also 1.n
other C&EE countr1es We could see that the new energy law 1n Poland seems to be
the most advanced when 1.ts market or1entat10n 1S taken 1.nto account

- t09"ether W1.th Andrze~ Szablewsk1. from ERG, V1s1ted the US Federal Energy
Regul.atory CormusS1.on 1.n order to collect 1nformat1.0n on the US regulatory practJ.ce
on the federal level Owlllg to Steve Greenleaf who was the1r gu1.de at FERC, they met
and SJ?Oke w1th many FERC off1c1als They were br1efed about the role and scope of
act1.V1tJ.es of the Cormuss1oners and FERC staff M1rek and AndrzeJ rece1ved some
J.nformat1.ve materJ.als that they can use 1.n the preparatory work on the creat1.on of
the Pol1.sh Energy Regulatory Author1ty

- together W1th AndrzeJ Szablewsk1. from ERG, took part 1n the 1.nternatJ.onal tra1ll1ng
program on utJ.IJ.ty regulatJ.on and strategy held 1.n Ga1.neSV1lle, Fl., on January 13
24, 1997, The tra1.n1.ng program was extremely useful- for them They rece1.ved f1rst
hand 1nformat10n about the current status of regulatory l?ract1.ce ill the US and other
countr1.es, the effect1veness of dJ.fferent regulatory reg1mes, pros and cons of
dJ.fferent electrJ.cJ.ty and gas tar1.ffs regulatJ.on They learned how to n~ot1.ate

W1.th dJ.fferent regulatory stakeholders and also how to deal wJ.th the publ1.c 1.n case
of dJ.ff1cu1t dec1s10ns The handouts rece1ved dur1ng the tra1ll1ng course w111 be
very helpful ill des1gnmg the regulatory system ill Poland

- after return1.ng from the US, MJ.rek took part 1ll several meet1.ngs WJ.th
representat1ves of the Senate cormuSS1.ons dealillg W1th the draft energy law
Unfortunately, the CormuSS1ons were dorn1nated by the oppos1t10n part1es that are not
sUPJ?Ort1.ng market economy, espec1ally when they are to nm for the next tenn 1ll the
corrung parlJ.amentary elect1.on The new law does not prorn1se to keep subsJ.dJ.es to
energy ente:rpr1ses, does not prOffi1se to keep low effect1veness - so ther w111 want
to make changes and amendments el1ffi1natillg the most 1.~rtant market or1ented
proV1S10ns It 1.S hoped that there w111 be poss1b1.11t1es to reverse the most severe
changes back 1ll the SeJm

Marek Grzybowsk1. worked together W1.th Tomasz Czop, a World Bank/ERG regulatory
consultant, on the organ1zat1onal structure of the future Energy Regulatol:)'
Author1ty Under tills task the latest draft of the Energy Law and the Law on the
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Poland
Reg10nal Energy Eff1C1ency (180-0030)
January 1997
Task 1, Regulatory Orgam.zat1on Development
Bechtel, Regulatoxy Refo%Jll and Energy Sector

Restructur111g (Includes Long TeJ:III. Adv'J.sor)
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C1VJ.I Sern.ce (at present m force) have been analyzed and speclflC dutles, powers
and respons1bllltles of the POllSh regulator have been assessed Based on thls
assessment, and on a set of ass1.IIll1?tl0ns regardmg the character of regulatory
process and procedures, organJ.zatlonal structures have been proposed The team has
analyzed the work load of each organlzatl0nal UIllt and assessed the number of
errployees The results of th.J..s task are presented m a draft report IITasks and
dutles of organJ.zatlonal UIllts of the Ene~ Regulatory Authorltyn The report has
been dellvered m Pol1sh to Mr AndrzeJ Mll0tkowskl, World Bank/ESMAP ProJect
Leader An Engl1sh translatlon lS bemg currently worked out

Followmg a USAID request Marek worked Wlth Maryla JakuboW1CZ on the Bechtel/Poland
ProJect Work Plan to tallor lt to the present USAID strategles and obJectlves

In cooperatl0n Wlth Tom Slrnpson and Lycha Mezey, Bechtel, Marek lS also engaged In a
coordmatl0n of a study tour of a Energetyks Poznanska 5 person del~atl0n to
cal1fonua at the end of March The program wl11 prOV1de an opportillllty to meet Wlth
callfonua power and gas utll1tles and also state regulatory CormuSS10ns

As reported elsewhere, ChrlS Turner and Mlrek Duda attended and partlclpated m the
USAID meetmgs to reVlew the CEE/NIS energy proJects, Jan 6-9

On January 29-31 Turner, :Duda and Grzybowsk1. attended the USEA Reglonal Regulatory
Serrunar, for the CENTREL countrles, m Warsaw Turner co-chalred a seSS10n Wlth
cathy Connors of Plerce Atwood Early mmcatlons are that the regl0nal exchange
was well recelved

ENERGY LAW The lower house of ParIlament passed the Energy Law Wlth a substantlal
ma~ln The Senate (upper house) has voted a number of amendments that are under
reVJ.ew Mlrek Duda contlnues to be heaVJ.ly 1TIvolved Flnal votlng expected by the
end of March

Status of DelJ.verables
ContlnUlng lnput to the GoP and the MolT as necessary, Wlth ongolng partlclpatlon
by M Duda on Parl1amentary subcormuttees and other polley groups

Proposed Near Term Act1V1t1es and Planned Travel (30-60 days)
As above
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TASK DESCRIPTION:
To asslst the Pollsh Dlstn.butlon Companles In the restructurlng of the
electrlclty lndustry lnto commerclally V1able, customer orlented and
ultlmately I?rlvatlzed fHrns A long tenn advJ.sor has relocated to Warsaw to
coorcb.nate lnter- and lntra-sector asslstance actlV1tles, lncludlng the
lnteractlon among the regulatory, generatlon, transrm.sslon, mstn.butlon and
lndependent power productlon lnterests Asslstance to the mstn.butlon sector
wlll focus on development of lndJ.vldual company tarlffs (servlce terms and
prlclng), reglonal Integrated Resource Planru.ng, organlzatlonal development
and technlcal tralnlng, and prlvatlzatlon planru.ng (buslness, corporate
governance, strateglc)

2 llElektroWIlla Rybnlk SAll Power Plant (Rybnlk)

2 1 Drafts on IIlnterlm flnanclal and economlC analyslslf, IIInterlm lnfucatlve
valuatlonll and IIlnterlm legal analyslsll were sent to Rybnlk In December 1996
AAP met Wlth Rybnlk Management and there Work-Team In December 1996 In Rybnlk
to dJ.ces these reports

2 2 Rybnlk Management sent AAP thelr remarks on the reports In late December 1996
and January 1997 All thelr polnts have already been lncluded In the reports
'Ihe enV1rorunental reV1ew has not been flnlshed yet It lS expected that thls
reVlew wlil be ready durlng early February After recelVlng the results of
envlronmental reVlew, AAP wlil lnclude them In flnal verslons of reports

2 3 'Ihe flnal verSlon of the l~al report was sent to Rybnlk last week lncludlng
comments recelved from Rybnlk

2 4 AAP met Wlth the Rybnlk Prlvatlzatlon Team In January 1997 AAP presented
maln lssues concernlng the prlvatlzatlon process of the Rybru.k Power Plant
Now we are awaltlng Rybnlk management I s reply on theses lssues The
I?rlvatlzatlon analYSls wlil probably be ready In ffild-February dependJ.ng on the
lnformatlon recelved

Act1V1t1es Last 30 Days
Marek Grzybowskl. worked together Wlth Tomasz Czap,a World Bank/ERG regulatory
consultant, on the organlzatlonal structure of the future Energy Regulatory
Authorlty Under thls task, the latest draft of the Energy Law and the Law on the
Clvll Servlce (at present In force) have been analyzed and speclflc dutles, powers
and responsl.lnlltles of the Pollsh regulator have been assessed Based on thls
assessment, and on a set of assurnptlons regardlng the character of regulatory
process and procedures, organlzatlonal structures have been proposed 'Ihe team has
also analyzed the work load of each organlzatlonal UUlt and assessed the nmnber of
errployees The results of thls task are presented In a draft report IITasks and
dutles of organlzatlonal unlts of the Ene~ Regulatory Authorltyll 'Ihe report has
been dellvered In Pollsh to Mr AndrzeJ Mllotkowskl., World Bank/ESMAP ProJect
Leader An Enghsh translatlon lS belng currently worked out

Followlng a USAID request Marek worked Wlth Maryla JakuboWlCZ on the Bechtel/Poland
ProJect Work Plan to tallor It to the present USAID strategles and obJectlves

In cooperatlon Wlth Tom Slrrpson and LydJ.a Mezey, Bechtel, Marek lS also engaged In a
coordJ.natlon of a study tour of an Energetyks Poznanska 5 person delegatlon to
callfonua at the end of March The program wlil provlde an opportunlty to meet Wlth
callfonua power and gas utliltles and also state regulatory CommlSSlOns

Current status of Arthur Andersen Polska (IIAAPII) work on USAID proJects

1 Energy mstrlbutlon companles GZE SA (Gllwlce), EP SA (Poznan), and ZET SA
(Torun) Work on these pro) ects has been completed pendlng USAID comments

'Ihe last one, l e work on EP SA (Executlve Surmnary), was flnlshed on
12/15/1996

/
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Poland
Reg1anal Energy Eff1c1ency (180-0030)
January 1997
Task 2, (E05) AsS1stance to D1Str1but1on Company
Bechtel, Regulatory Refo:r:m and Energy Sector

RestJ:uctur1I1g
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Status of DelJ.verables
As above

Proposed Near Tezm Acb.VJ.b.es and Planned Travel (30-60 days)
Currently AAP are awa~tlllg J.Ilformat~on on Manual on Pr~vat~zat~on III Energy Sector
III Poland from the Bechtel team ThJ.s pro) ect w~ll beglll III February Chr~s Turner
w~ll )Olll III a meetlllg on Integrated Resource Planrung w~th ZE Torun Management,
Electrotek and Arthur Andersen - Warsaw Mr Scott Johnson, Arthur Andersen Denver,
w~ll travel to Poland February 9 - 15th to ass~st the AAP team w~th the work belllg
completed on Poznan

--
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TASK DESClUPTION
To ass~st III the creat~on/lIllplementat~onof the Pohsh Energy Regulatory Author~t¥ (ERA) to be
establ~shed upon passage of pnmary and secondary Energy Laws Near tenn, to ass~st the Energy
Restructurlllg Group (ERG) ~n developlll!;l' further secondary l~~slat~on and regulat~ons A long term
adv~sor has relocated to Warsaw to adv~se the ERG and to ass~st ~n the development of the ERA
Coormnat~on w~th the World Bank ESMAP program act~v~t~es III tra~n~ng of ERA staff ~s ant~c~pated

Act1vit1es Last 30 Days
MJ.rek Duda
• took part as a backup adv~sor to the M~n~ster of Industry ~n all events III the SeJrn before the second
reamng of the draft energy law at the plenary sess~on on December 6th There were several meetJ.ngs W1. th
dJ.fferent parl~amentazyclubs where representat~vesof the government presented ]ust~f~cat~on of bas~c

P:rov:J.s~ons of the new energy law Some P:rov:J.s~ons were guest~oned espec~allyby representat~vesof trade UlUOns
and the Peasant part:y (PSL) ~ch ~s part of the rulJ.ng coal~t~on The PSL people generally are aga~t

dJ.fferent~atedreg~onal pr~ces of electr~c~t:y and gas that would occur under the new law as the pr~ces are to be
based on ]ust~f~ed costs W1.thout governmental subs~dJ.es and W1.thout cross-subs~dJ.es They are afra~d that rural
areas would have mgher pr~ces because of mgher transnuss~on and dJ.strl..but~on costs Also, members of the
Labor Uillon are ag~t pr~ces based on true costs They demand that the new law assure so called soc~al pr~ces

for poor f~l~es ~ch ~s aga~t the energy pol~cy gwdelJ.nes that allow only for dJ.rect subs~dJ.es to
consumers J.n order not to destroy the econOffilcs of the energy enterpr~ses Those op~~ons were expressed dur~g

the second readJ.ng of the draft law

• prepared a set of argumentat~onof bas~c prov~s~ons on the new law for representat~ves of the Jo~nt

parl~amentary c~ss~on to be used III the~r speeches at the plenary sess~on,

That mater~al was ve1Y 1.lllpOrtant as the parl~amentar~answho are supportJ.ng the new law should know how to
combat popul~st oPJ.n~ons aga~t the new law The mater~al was used by Mr Zb~gn~ew Kan~ewsh who presented
the report of the ]oJ.nt comnuss~on at the plenary sess~on Other speakers also referred to the argurnentat~on
covered by the mater~al

• took part together w~th other MolT spec~al~sts as an observer and adv~sor to Mlll~ster Klemens Sc~ersk~ ~n
the plenary sess~on of the SeJrn on December 6 dur~ng the second rea~g of the draft law,
The ma~ task of the advJ.sors was to collect thoroughly all the negat~ve op=ons and proposals of correctIons
to prepare mater~al for the~ revIew at the meetJ.ng of the ]oJ.nt COIlilllss~on

• together ~th Igor Muszynsk~ the ERG legal expert, prepared a draft of the pos~t~on of MolT on the proposed
correct~ons of the law forwarded by the parhamentanans dunng the second rea~g,
The draft was accepted .by the team of goveznmental experts at the meetJ.ng held on December 16th

• took part ~n the Jo~nt cormuss~on meetlllg on rev~ew~ng the proposals of the plenary sess~on of the SeJrn held
on December 20,
PractIcally all dec~s~ons of the Jo~t COImllss~on were ~ l~e WJ.th the matenal prepared by MJ.rek and Igor

• hn~shed a report requested by fu~ster Sc~ersk~ on the current prognos~s of energy supply and demand
balance for Poland that ~s to be presented to members of the SeJrn as a response for the~r ~nterpretatJ.on,

The report has been dehvered to Mr Sc~ersJG but there was no feed back from lum as he was replaced by Mr
Kaczmarek from Januazy 1 1997 as a result of the reform of the governmental adallru.strat~ve and econOllUc
center
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. Poland
Reg10nal Energy Eff1C1ency (180-0030)
December 1996
Task 1, Regulatory OrgaIU.zat1on Development
Bechtel, Regulatozy Refo:z:m and Energy Sector

RestructurJ.ng (Includes Long Te:z:m AdvJ.sor)
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The second three-day tralll~ng program pr~mar~ly for the members of the Worhng Group for J.nplementat~onof the
cOllUng Eners¥ Regulatory Author~ty was presented on Dec 9-11 III Warsaw Th~s program focused on econOllUc
regulat~on lllclumng the pr~c~pal prJ.ce control formulas Presenters ~ncluded John Gulhver and Cathy
Connors of P~erce Atwood COllltU.ss~oner Karl McDermott fonn the IlIlllO~S Corrmerce Cormuss~on Floyd Dav~s of
Bechtel- San Franc~sco and the Warsaw proJect team (Turner Duda Grzybowsk~) plus several ERG experts
Attendance was III the 45-55 ran!;l'e throughout Conments were even more pGs~t~ve than the ~rev~ous program ~n

October Subsequent trallllllg w~ll lllclude an enphas~s on gas ~ndustry matters, and w~ll lllclude top~cal areas
that coo~te w~th the reconst~tuted ESMAP proJect

Status of DelJ.verables
Contlllu~ng lllvolvement III the Energy Law del~rat~ons Depen~g on progress, ~f the Energy Law passes, there
w~ll be admt~onal tra~nlllg for the ERA Work~g Group, probably III March

Proposed Near Tezm Activities and Plam1ed Travel (30-60 days)
As above M~rek Duda, accompan~ed by AndrzeJ Szablewsk~ of ERG, (USAID funded), w~ll attend a two week
regulatory strategy program ~n January, co-mana~ed by the World Bank and the UIuversJ.ty of Flor~da They, plus
Chr~s Turner, w~ll be ~n Washlllgton DC earl~er III January for meet~ngs mth USAID and the FERC
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Poland
Reg10nal Energy Eff1C1ency (180-0030)
December 1996
Task 2, (E05)Ass1stance to D1StrJ.but1on Company
Bechtel, Regulatory Refo:cn and Energy Sector
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COUNTRY
PROJECl'
M:lN'I'H
TASK NtlMBER, mME
mPLEME:NTOR
Restructur1Ilg

TASK DESCRIPTION
To ass~st the Pol~sh D~stribut~on~es ~n the restructur~g of the electr~c~ty ~dustry ~nto

cOlmlerc~allyv~able customer onented and ultunately pr~vat~zed flnns A long term adv~sor has
relocated to Warsaw to coo~nate ~ter- and ~ntra-sector ass~stance act~v~t~es, ~nclu~g the
mteractl0n among the regulatory, !il:enerabon, transnu.ss~on, ~stribut~on and mdependent power producbon
~terests Ass~stance to the dlstribut~on sector w~ll focus on development of ~dlv~dual company tarlffs
(serv~ce tenns and pr~c~ng), reg~onal Integrated Resource Plannlng, organuatlonal development and
tedlIllcal tralnlng, and prlvatlzatlon plannlng (bus~ess, corporate governance, strateglc)

ActiVJ.t1es Last 30 Days
The progress on the Energy Law has encouraged the MolT to send a letter to the World Bank ~ order to re
eng1neer the ESMAP proJect "Establ~shment of the Energy Regulatory Author~ty ~ Poland" The M1~stry has
requested that the proJect be cont~ued under the new management of Mr AndrzeJ Mlotkowskl and w~th more
extens~ve part~c~pat~on of the local consultants It has been dec~ded between the ERG's Manager ~chael Pr10r
and Chr1S Turner, that Marek Grzybowskl of the Bechtel team Wlll be ass~st~g the Task Force Team ~ the works
on the structure and organ1zat10n of the ERA Under thls ass1gnment, Marek has prepared a draft of the
organ~zat1onal structure and the out1J.ne of bas~c ERA procedures The draft lS belng dlscussed 1n the Task
Force before 1ts presentat10n OUtSlde

The second three-day tralnmg program pnmanly for the members of the Work~g Group for l~lementatlon of the
corrung Energy Regulatory Authorlty was presented on Dec 9-11 m Warsaw Tlus program focused on econOllUc
regulatl0n, lnclu~g the pnnclpal pnce control formulas Presenters ~cluded John Gull1ver and Cathy
Connors of Plerce Atwood, COlIllIJ.SS10ner Karl McDermott form the Illmo1s Carmerce Camusslon Floyd DaV1S of
Bechtel- San FranC1SCO, and the Warsaw proJect team (Turner, Duda, Grzybowskl) plus several ERG experts
Attendance was m the 45-55 ran~e throughout Conrnents were even more POS1t1ve than the prev10us program m
October Subsequent tram~g w1l1 ~nclude an emphas~s on gas ~stry matters, and w~ll mclude top~cal areas
that coordlnate wlth the reconstltuted ESMAP proJect

Status of De11verables
As above

Proposed Near Te%lII Act1VJ.t1es and Planned Travel (30-60 days)
Program development for addlt~onal tra~n~g of dlstriliut~on company managers m regulatory and management
subJects
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Reg~anal Energy Eff~c~ency (180-0030)
November 1996
Task 1, Regulatory OrganJ.zat~onDevelopment
Bechtel, Regulatory Reform and Energy Sector

RestructurJ.ng (Includes Long Term Adv~sor)
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COUNTRY
PROOEcr
MONl'H
TASK NUMBER, ltmME
DfPLEMENTOR

Status of De11verables·
ContlilUlllg rnput to the GoP and the MolT as necessaryl mth ongOlilg part~c~pat~onby M Duda
on Parl1amentary subcamuttees and other pohcy groups

TASK DESCRIPTION
To ass~st m the creauon/~rrq;>lementat~onof the Pohsh Energy Regulatory Author~ty
(ERA) to be estabhshed upon passage of pr~mary and secondary Energy Laws Near tenn,
to ass~st the Energy Restructurmg Group (ERG) m developmg further secondary
leg~slat~on and resuJ.at~ons A long tenn advJ.sor has relocated to Warsaw to adv~se the
ERG and to ass~st m the develOJ?lllE:Ilt of the ERA CoordJ.nat~on w~th the World Bank
ESMAP program act~v~t~es m trammg of ERA staff ~s ant~c~pated

Act~v~tJ.es Last 30 Days.
M~rek. Duda
- at the request of the Industl:J:" M:uuster and some members of the SeJrn Jomt cornruss~on on
the draft energy law, prepared Just~hcat~onmatenal for the second readmg of the draft
energy law at the plenary sess~6n of the SeJrn wmch ~s to take place on December 6 1 1996,
The mater~al W1.11 be used by Mr Zb~gruew Kan1.ewsk1. 1 ChaJ.nnan of the subcamu.ss~on on the
energy law who ~s to refer to the results of the work of the ]O~t camu.ss~on at the plenary
sess~on of the Se]m The ]ust~f~cat~on became very lIlpOrtant mater~al because one can
observe a grOWJ.ng res~stance of oppos~t~on part~es and trade UlllOns to the new energy law
that ~s based on quest~o~g the necess~ty to ~troduce TPA, pr~vat~zat~on of energy
entezpr~sesl ban of state and cross-subs~mes, etc

- at the request of the Electr~c~ty Tr~ss~on and D~strJ.but~on Assoc~at~on prepared
dlfferent pa~rs on the prmc~ples of the new energy law to be fustrJ.buted among power people
to arm them m the f~ght w~th the new law contestants,
The Assoc~at~on ~s to arrange meet~gs W1.th the~r custcrners and also members of the
parl~ament frcrn the~r terr~to.ry to lobby mtroduc~g the new law ERG people are to help
then m tIlls act~V~ ty as the ERG ~ tself does not have enough credJ.b~l~ty among the Pol~sh

oppos~t~on (" fore~gn spec~al~sts are not to teach us 1" )

- Contmued cooperat~on mth MolT pl~potent~ary for estabhshmg the Energy Market Agency,
There are st~ll dJ.ff~cultJ.es m conv~cmg energy cC'Hl'pallles that they should be shareholders
of the agency The M1..Illster of Indust.ry supports tIlls ~dea strongly but the State has no
money to establ~sh such an agency The ~gs are movmg forward but slowly

- Contmued cooperat~onmthm the MolT cornruttee on the new energy prognos~s for Poland that
~s to be ready by the end of 1997
At present, two carpet~t~ve groups of experts are work1.ng on the new prognos~s, one based on
local experts fran the Energy InfOITl13.t~on Centerl and the other based on a Dutch consultmg
carpany experts bemg funded by the PHARE proJect

- at the request of Industry Mllllster, Mr Klemens Sc~ersb, started to elaborate on
mtermedlate materlals on current energy prognosls belilg prepared by dlfferent ene~
enterpr~ses wmch lS to be presented by the M~ster to the SeJrn durmg the f~l diSCUSSlon
of the new energy law _
~s ~s a resul t of the preV20us dJ.scuss~on m the Se]m where the oppos~t~on blamed the
MlnJ.ster of mak1.ng lIlpOrtant dec~sJ.ons on the long-term contract on gas mport frcrn Russ~a

WJ.thout havmg an actual energy prognos~s The M.1.n.l.ster wants to show that ~t ~s not true

- at the request of MolT a meetlilg was held mth representat~ves of ENRON on current problems
of the energy sector lil Poland,

- at the request of the Energy Conservat~onAgency I prepared a paper on the new energy law to
be presented at the serru:na:r for representatlves of carmunes and muruc~palltles wmch wlll be
held on December 6 m Marr~ott Hotel lil Warsaw,

- at the reguest of Deborah Prlildle fran USAID Warsaw Ofhce, took part m a meetlilg w~th a
representat~ve of a US funded proJect on coal mllle safety to reVJ.ew ~ts relevance to the
s~tuat~on m the coal sector ~ Poland
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Proposed Near Tezm Act1vit1es and Planned Travel (30-60 days) •
As ab:Jve M1rek Ouda, along W1th Andrze~ SzablewskJ. of ERG, W1.11 be SJ?OIlSored by tlus
ProJect m attendmg USAID meetmgs, VJ.s~tlng the FERC, and part~c~patmg m a two-week
regulatory traJIllIlg program at the Uruvers~ty of Flonda, durmg January 5-25

The next traJIllIlg program W111 be l?resented to the ERA WorkJ.ng Group and other mv~tees on
December 9-11 The program ~s ent~tled, "Irrplementmg Energy Regulat~on m Poland Concepts
and Pract~ces II - Econoouc Regulat~on" Chr~s Turner ~s managmg preparat~ons for content,
Agrueszka Sosulska for log~st1cs
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at the request of the ElectrJ.cJ.ty Transrru.ssJ.on and DJ.strJ.butJ.on AssocJ.atJ.on prepared
mfferent papers on the prlncJ.ples of the new energy law to be mstrJ.buted among power
people to ann them ill the fJ.ght WJ.th the new law contestants,

The Assoc~at~on ~s arrangmg meetmg mth the~r custaners and also members of the parhament
fran the~r terr~tory to lobby mtroducl.ng the new law ERG people are to help them l.n ~s
act~V~ ty as the ERG ~ tself does not have enough credll)2l~ty among the Pol~sh oppos~t~on
(" foreJ.gn spec~al~sts are not to teach. us I" )

TASK DESCRIPTION
To ass1st the Po11sh D1stribut1on Comp~es In the restructurlng of the electr1c1ty
lndustry lnto carmerc1ally VJ.able, custaner onented and ult1mately pnvat1zed hnns
A long term advJ..sor has relocated to Warsaw to coorchnate lnter- and mtra-sector
ass1stance act1v1t1es, lncludln~ the lnteract10Il among the regulatory, generat1on,
transrru.ss1on, mstr:Lbut10n and lndependent power product1on mterests Ass1stance to
the mstn.butJ.on sector w111 focus on development of lnfuvJ.dual company tarJ.ffs
(seIVJ.ce terms and pr1Clng), r~1onal Int~ated Resource Plamung, org~zat10nal

development and tedmJ.cal trammg, and pr1vat1zat10n plamung (busmess, co:t:pOrate
governance, strategJ.c)

ActJ.Vl.t1es Last 30 Days _
Arthur Andersen (AA) Warsaw J.S Wlndlng up J.ts act1VJ.tJ.es on the pr1vatJ.zat10n preparatJ.on
proJect In GI1wJ.ce, Tonm and Poznan mstrJ.butJ.on canp~es Each mana~ement board has
receJ.ved a set of reports consJ.stmg of mcllcat1ve valuatJ.on report, flnancJ.al/econaruc
analysJ.s, legal analys1s, enVJ.rornnental analYS1s and pr1vatJ.satJ.on analysJ.s At the request
of the cCXT11?anJ.es AA has also prepared drafts of the documents whLch are to be sul:::mJ.tted by
the companJ.es to MolT WJ.th a prJ.vatJ.satJ.on proposal We are In receJ.pt of all the cop1es of
the reports m PolJ.sh wJ.th exceptJ.on of the 1TlJ.IllsterJ.al documents AA 1S presently workJ.ng
on the executJ.ve surrmary In EnglJ.sh for the USAID reportlng pU:t:pOses We are reVJ.eWJ.ng a
draft and expect a f1na1 draft by December 10

The prJ.vatJ.satJ.on two-stage strategy advJ.sed by AA J.S sJ.nu.lar for all three companJ.es
The fJ.rst stage of the process should take place J.n 1997 (asSumJ..Ilg passage of the Energy
Law), and would mvolve selllng a small part of shares (10-15%) to a strategJ.c mvestor and
floatlng 20-35% to the pubhc by means of Warsaw stock market Employees are warranted tmder
the new law to receJ.ve 15% shares free of charge The remammg 40-50% would be retaJ.ned by
state In order to mamtam an effectJ.ve control over the sector durmg the transfonnatJ.on
penod

The second stage of prJ.vatJ.satJ.OIl J.S scheduled for 3-4 years after the successful
J.TIplementatJ.on of sta~e 1 It J.S assumed that the lapse of tJ.me may elJ.mJ.nate the ex:J.stJ.ng
polJ.t1cal tensJ.on agaJ.nSt lettlng the control over the energy sector out of State hands In
the second stage, the State would reduce J.ts ownershLp to a 15% share, retamed as a
repr1vat1sat10n and pensJ.on fund reserve The shares In the second stage would be offered to
strategJ.c lnvestors, the publJ.c and by tender to selected f1nancJ.al mvestors

The J?rJ.vatJ.satJ.on process J.S qw.te advance In GIJ.wJ.ce, where a prJ.vatJ.sat1on advJ.sor has been
aJ?polnted The largest PolJ.sh carmercJ.al bank, Bank Handlowy was won the tender Poznan
WJ.ll advertJ.se the tender shortly Tonm has decJ.ded to postpone the procedure tmtJ.I 1997

On top of a groWJ.ng antJ.-pr1vatJ.satJ.on campaJ.gn among the partJ.es of opposJ.t10n, 1IDclear land
ownersffip status may becane another obstacle on the way to accelerated prJ.vat1satJ.on of
chstribut10n c~anJ.es The legal reports reveal one carmon feature of the three companJ.es
the land ownership and the nght of way In many cases J.S not supported by vahd contracts or
tJ.tles The l~al procedure may be long and troublesane We do not lmow what posJ.tJ.on the
SecurJ.tJ.es CamussJ.on, wffich approves 1SSUlng publJ.c offers, may take m tills respect

The prJ.vat1satJ.on preparatJ.on works on the Rybn1k J??Wer plant also are carung to an end The
basJ.C reports are ready for a mscussJ.on wJ.th RybnJ.k Management Board. scheduled for nu.d
December The strategy of prJ.vatJ.zatJ.on J.S expected before the end of December and the fmal
drafts of documents In January 1997

MJ.rek Duda
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- Cantmued cooperatJ.an WJ.th MoIT plem.potentJ.azy for estabhshmg the Energy Market Agency,
There are st~ll chff~cult~es .lll COOVl.ncmg eneIID" carpam.es that they should be shareholders
of the agency The M1Illster of Industzy supports ~s ~dea strongly but the State has no
money to establ~sh such an agency Thmgs are mavmg forward but slCMly

Contmued cooperat~OIl wJ.th:Ln the MolT ccmruttee on the new energy prcgnosJ.s for Poland
that J.S to be ready by the end of 1997

At present, two carpet~t~ve groups of experts are work:mg an the new prognos~s one based on
local experts fran the Enezyy Infozmat~on Center and the other based on a Dutch consul tmg
ccnpany experts be.lllg funded .by the PHARE proJect

at the request of Industry MJ.nJ.ster, Mr Klemens SCJ.ersk:!., started to elaborate an
mtermed.J.ate materJ.al OIl current energy prognosJ.s bemg prepared by d.J.fferent energy
enterprJ.ses whJ.ch J.S to be presented by the MJ.nJ.ster to the Se]rn durmg fJ.nal d.J.scussJ.on
of the new energy law

~s ~s a result of the preVJ.ous d1.scuss~on m the 8e]m w.here the oppos~t~on blamed the
M1.Illster of mak1..ng lllpOrtant dec~s~ons on the long-term contract on gas J.npOrt fran Russ~a

m.thout haVl.ng an actual energy prognos~s The M1Illster wants to ShCM that ~t ~s not true

at the request of MolT a meetmg was held wJ.th representatJ.ves of ENRON on current
problems of the energy sector m Poland,

at the request of the Energy:ConservatJ.OIl As'ency prepared a paper OIl the new ene;rsy law to
be presented at the semJ.nar for representatJ.ves of carmunes and murucJ.pahtJ.es which mll
be held on December 6 m Marnott Hotel m Warsaw,

at the request of Deborah Prmdle fran USAID Warsaw Ofbce took J?CU1: J.n a meetmg wJ.th a
representatJ.ve of a US funded proJect on coal mme safety to reVJ.ew J.ts relevance to the
SJ.tuatJ.on m the coal sector m Poland

Status of DelJ.verables
As above

Proposed Near Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)
The next traJ.nJ.ng program wJ.ll be J?resented to the ERA workJ.ng Group and other mVJ.tees on
December 9-11 The program J.S entJ.tled, II Irrplementmg Energy RegulatJ.on m Poland concepts
and PractJ.ces II - EconatlJ.c RegulatJ.on" ChrJ.s Turner J.S managmg preparatJ.ons for content,
AgnJ.eszka Sosulska for logJ.stJ.cs
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TASK DESCRIPTJ:QN

To ass1st the Po11sh electr1c1ty Lndustry by helpLng to fac111tate the a~~r1ate
developrrent of an mdependent power product~OI1 (IPP) sector, lllcluchng lllSt~tut~onal,

contractual, techru.cal and fmanc~al areas A lOI1~ term advJ.sor has relocated to cCX)r~te

lllter-sector ass1stance act1V1t1es, Lncluchng the Lnteract10I1 among IPPs and the
transnuss10n, mstr:Lbut10n and large custaner sectors

Act1VJ.tJ.es Last 30 Days
Momtormg WJ.th regard to progress Ln Energy Law del:Lberat~ons

Status of Dell.verables

Completed for now

Proposed Near Term ActJ.V1tl.eS and Planned Travel (30-60 days)
Coormnat10I1 and momtormg penchng further developments
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November 1996
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At the request of the SeJm Jomt cormu.ss~on on the draft energy law, Mr Duda cooperated
w~th the parhamentary and ERG lawyers on mtroducmg the ccmnJ.sswn remarks to the draft
law The hrst part of the Jomt ccmmss~on meetm~ mtroduced only some mmor changes
wlu~ were str~ctly legal m character Bas~c pro~s~ons of the draft law have been
approved, mclumng the trnrd party access aga~t wrn~ the oppos~t~on pr~sed to forward
a ~or~ty not~on at the plenary sess~on of the SeJm

He contmued rns cooperat~on w~th MolT pl~potent~ary for estabhshmg the Energy Market
Agency As M~rek wrote m the prev~ous report, trns agency ~s to be a supportmg agency to
the new M~ster of Econany, the Cha~nnan of Energy Regulatory Authonty, and all energy
ente:rpr~ses as a source of necessary ~onnat~on about the energy act~v~t~es m Poland and
abroad, and also as a consultmg ccmpany m ~s hIed Some ene~ canp~es that are to
be shareholders of the agency are afra~d of su~ agency because of ~ts mdependence m
collectmg ~onnat~on and are creatmg barr~ers on the way to establ~sh the agency ~s
w~ll lead to a delay m callmg up the agency

M~rek Duda took part m a meetmg of ERG experts on preparmg the ERG prospectus for
cooperat~on m the preparatory work for negot~at~ons between Poland and the European
Cormu.ss~on on the energy ~ssues related to Pol~sh entry to the European Uruon
ERG ~s to start ~t' s mvolvement m the preparatory work for Pohsh entry to the European
Uruon M~chael Pnor would hke to use IDS and other PHARE experts exper~ence to prov~de
ass~stance to the Pohsh government m the canmg negot~at~ons WJ.th the European
Cormu.ss~on M~rek ~s one of the key experts on energy m Poland who as prepared a maJor
part of the Poland' s response to the ED JOllllllg queshonna~re

Mr Duda also contmued IDS cooperat~on WJ.thm the MolT ccmmttee on the new energy
prognos~s for Poland that ~s to be ready by the end of 1997, At present, two canpet~t~ve

groups of experts are worklilg on the new prognos~s, one based on local experts fran the
Energy Infonnat~on Center, and the other based on a Dut~ consultmg canpany experts bemg
funded by PHARE proJect

TASK DESClUPTION
To ass~st m the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Author~ty

(ERA) to be estabhshed upon passage of pnmary and secondary Energy Laws Near tenn,
to ass~st the Energy Restructurmg Group (ERG) m developmg further secondary
leg~slat~on and r~at~ons A long tenn adv~sor has relocated to Warsaw to adv~se the
ERG and to ass~st m the develqment of the ERA Coorchnat~on WJ.th the World Bank
ESMAP program act~v~t~es m trallllllg of ERA staff ~s ant~c~pated

Act:Lv1t1es Last 30 Days
MJ.rek Duda
F~shed work w~thm the MolT coal pncmg task force group on preparmg the prmc~ples of
steam coal and electr~c~typr~ces for 1997 and for the future The ~onnat~on on the
current s~tuahon WJ.th steam coal pn.c~ng m Poland was mstnbuted m a memorandum of
OCtober 17 Accor~g to the latest ~onnatwnmrectly fran Industry and Trade M~ster,

Mr Klemens Sc~ersb, the proposals of the task force group are not hkely to be
~mplemented ~n 1997 because the gove:rnment has already acceI?ted the state budget w~thout

admt~onal mcrease of electr~c~ty pr~ces The F~ce M:1.nister ~s not a~a~t IDgher
pr~ces of coal for power plants but w~thout ra~smg the pr~ces for electr~c~ty that would
hann substant~ally, m IDS op~on, the state ant~-~lat~onpol~cy In the meant~me, the
coal supply ccmp~es have not~f~ed the power generatmg ente:rpr~ses on mssolvmg the coal
supply contracts by the end of September 1997 So, the problem w~ll come back m the
auturm next year, probably under a new gove:rnment

- Took part m the next meetmg of the Jomt parhamentary cormu.ss~on for rev~ewmg the draft
energy law held on OCtober 23, 1996, as a backup adv~sor for Industry V~cetlUIllster Herbert
Gabrys The meetmg of the ~omt CcmnJ.ss~on was rather successful desp~te a hu~e effort by
representat~ves of the oppos~t~on to reJect totally the draft law The oppos~t~on would
hke to use the cr~t~cs of the new energy law as a popul~st tool m the c~g
parhamentary elect~on carnpa~gn They are supported by trade UIllOns, mostly "sohdanty" ,
that are afra~d of carpet~t~on and str~ct regulat~on m the ene~ sector, A very hot
mscuss~on of tax ~ssues for 1997 m the SeJm danmated the sess~on and the Jomt
cormu.ss~on was mterrupted on Art~cled 17 The contmuat~on of the Jomt ccmnJ.ss~on meetmg
~s s~emuedforNov~r7
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- together WJ.th Chr~s Tumer, Mr Duda br~efed seruor representat~ves of US AID Warsaw off~ce
on the current s~tuat~on ~ the ene~ sector ~ Poland On OCtober 21-24, Chr~s Turner,
M~rek Duda, Marek Grzybowsb and Agrueszka Sosulska, supported!?y Tan S~mpson, Bechtel,
USA- and J?resenters fran the US, UK and Poland org~zed and dellvered a 3-day sermnar
lmplernentmg Energy Regulat~on m Poland - Concepts and Pract~ces The trammg program
was pnmarlly addressed to the members of the WorkJ.ng Group for the EstablJ.shment of the
Energy Regulatory Authonty, and secondly to the representat~ves of the regulated carparu.es
as well as representatlves of consumer groups SUpport for the program was glven m
remarks by Dlr Andze] Plerzak of MolT, Peter Amato of USAID, and Chrlstlan Duvlgneau of
the World Bank

The seSS10IlS were attended by a total of 60 people who scored lughly the very practlcal
approach to regulatory lssues, espec~ally the presentatlOIlS of the US and Bechtel/Poland
lecturers Karl McDermott, Connuss~oner for the State of lIl~o~s, John Gull~ver and Cathy
Connors, P1erce Atwood, ChrlS Turner and Mlrek Duda, Bechtel/Warsaw

Several partlc1pants, mclud:Lng MolT lla~son, exJ?ressed a deSlre for addlt10nal trammg as
soon as the next program can be developed Addltl0nal speclhc-to-Poland pnce regulatlon
trammg 1S of conslderable mterest, the group was aware that the mtroductory mater~al on
pr1ce regulat10n 1S to be supplemented m a second program scheduled for the second week of
December

Status of Del~verables _
Contmumg mput to the GoP and the MolT as necessary, WJ.th ongo~g part~clpat~on by M
Duda on Parllarnentary subcamuttees and other polley groups Trammg programs and model
development as above

Proposed Near Term Act1~t1es and Planned Travel (30-60 days)
The team wlll contmue ltS lllput to the GoP and MolT as noted above The next prlce settmg
sernrnar for the Workffig Groups 1S currently scheduled for December 9 - 11, 1996 m Warsaw A
draft agenda and letter of mV1tat1on wl11 be sent to USAID m early November for theu
reVlew and ccmnent
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TASK DESCRIPTION
To ass~st the Pol~sh D~stribut~an Compan1es ~ the restructur~g of the electr~c~ty
mdustry mto carmerc~allyv~able, custaner onented and ultmately pnvat~zed fHrns
A long term adv~sor has relocated to Warsaw to coordmate mter- and mtra-sector
ass~stance act~v~t~es, mcluchns- the mteract~on arrong the regulatory, generat~on,

transrru.ss~on, mstr:Lbut~on and mdependent power product~on mterests Ass~stance to
the mstr:Lbut~on sector ~ll focus on development of mm~dual company tar~ffs
(serv~ce terms and pr~cmg), rE:$~onal Int~ated Resource Planrung, orgaruzat~onal

development and tecbn1cal tra~g, and Pr1_vat~zat~onplanrung (busmess, corporate
governance, strateg~c)

Act1v1t1es Last 30 Days
On OCtober 21 -24, Chr~s 'Ii..Uner r MJ.rek Duda, Marek Grzybowskl., and Agm.eszka Sosulska,
supported by Tan S~mpson, Bechtel USA and presenters fran the US, UK, and Poland o:rgaruzed
and del~vered a 3 day senunar, "rmplerrentmg Energy Regulat~on m Poland - Concepts and
Pract~ces" The tra~g program was pr~mar~ly addressed to the members of the WorkJ.ng Group
for the Establ~shment of the Energy Regulatory Author~ty, and secondly to the representat~ves

of the regulated comparues as well as representat~ves of consumer groups Support for the
program was g~ven ~ remarks by D~r AndrzeJ P~erzak of the ~stry of Industry and Trade
(MoIT), Peter Amato of USAID, and Chr~st~an DuvJ.gneau of the World Bank

The sess~ons were attended by a total of 60 people who scored mghly the very pract~cal

approach to regulatory ~ssues, espec~ally the presentat~ons of the US and Bechtel/poland
lecturers Karl McDermott, Ccm:ru.ss~oner for the State of nl~ms, John Gulllver and cathy
Connors, P~erce Atwood, and Chr~s Turner and furek Duda, Bechtel/Warsaw

Several part~c~pants, mcluchng the MoIT l~a~son, exJ?ressed a des~re for admt~onal tra~g

as soon as the next program can be developed Admt~onal spec~f~c-to-Polandpr~ce regulat~an

tram~ng ~s of cons~dered ~nterest, the group was aware that the mtroductory ma.ter~al on
pnce regulat~on ~s to be supplemented m a second program scheduled for the second week of
December 1996

Arthur Andersen Warsaw completed reports (m Pol~sh) for the Pr~vat~zat~on Preparat~on

ProJects for the GI~w~ce, Poznan, and Torun electr~c~ty mstribut~on companles, and carr~ed
out data collect~on and analys~s for the Ryb~ck Generatmg Stat~on For the three fuscos,
Engl~sh S'lmITlar~es w~ll be prov~ded by November 13 to Bechtel and USAID for rev~ew and
comnents

The Internal Restructurmg ProJect for ZE Torun has moved mto and orgaru..zat~an des1gn phase,
usmg selected processes for m-depth analys~s Management of ZE Torun has expressed ~ts

sat~sfact~an w~th the pace and content of the ProJect

Status of De11verables
The Trammg rratenals for the OCtober Senunar w~ll be comp~led ~to a bound book for
s~ss~on to USAID

The Engllsh draft sumnarl.es of the pnvat~zabon reports w~ll be sul:xnJ.tted to Bechtel by
November 13 These reports w~ll then be submtted to USAID for the~r re~ew and carment
before bemg ~ssued m hnal form

Proposed Near Term Act1vJ.tl.es and Planned Travel (30-60 days).

Coormnatmg and rromtormg penchng further developments The next pr~ce sett~g senu.nar ~s

currently bemg planned for the week of December 9, 1996 ~ Warsaw A draft agenda ~s under
development and w~ll be sent to USAID and Bechtel USA for re~ew and carment m early
November



Status of DelJ.verables
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ActJ.vJ.tJ.es Last 30 Days
Moru.torlng Wlth regard to progress III Energy Law delJ.beratlOllS

Completed for now

Proposed Near Term ActJ.VJ.tl.es and Planned Travel (30-60 days)
Coordlnatlon and moru.torlllg pendlllg further developments

: Poland
: Reg~onal Energy Eff1c1ency (180-0030)
: OCtober 1996

Task 3, Independent Power Product~on Development and
DEm::mstrat1on

Bechtel, Regulatory Refozm and Energy Sector
Restructur11l9'

COUNTRY
PROJECI'
MONI'H
TASK NUMBER,NAME

lMPLEMENTOR

TASK DESCRIPTION

To aSslst the POllSh electrlclty lndustry by help~g to facllltate the a~pro~rlate
development of an llldependent power productlon (IPP) sector, lllcludlng lllStltutl0nal,
contractual, techrn.cal and flnaIlClal areas A IonS tenn advJ.sor has relocated to coordlnate
lllter-sector asslstance actlvltles, lllcludlllg the lllteractl0n among IPPs and the
transrrussl0n, dlstrJ.butlon and large custaner sectors
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Act~v~t~es Last 30 Days
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TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Author~ty

(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near term,
to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng further secondary
leg~slat~on and regulat~ons A long term adv~sor has relocated to Warsaw to adv~se the
ERG and to ass~st ~n the development of the ERA Coord~nat~on w~th the World Bank
ESMAP program act~v~t~es ~n tra~n~ng of ERA staff ~s ant~c~pated

..
Poland
Reg10nal Energy Eff1c1ency (180-0030)
September 1996
Task 1, Regulatory Organ1zat1on Development
Bechtel, Regulatory Refor.m and Energy Sector

Restructur1ng (Includes Long Ter.m Adv1sor)

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR
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M~rek Duda

- took part ~n a meet~ng organ~zed by parl~amentar~ans from the Labor Party on the ma~n

~ssues of the draft energy law and the future ~mpl~cat~ons for energy consumers,
M~rek Duda tr~ed to conVlnce them that the new law would create a legal framework for
~ntroduc~ng competlt~ve or regulated market to the energy sector wh~ch would enforce hlgher
effect~veness of the ~ndustry and ult~mately lower energy pr~ces - w~thout lowerlng the
securlty of energy supply to the consumers

I
I
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- at the request of MolT, took part ~n a meet~ng of governmental off~clals (Industry Mln~ster

K Sc~ersk~, Deputy Industry M~n~ster J Markowsk~ - respons~ble for the coal lndustry Deputy
Industry M~nlster H L Gabrys - responslble for electr~c~ty ~ndustry, Deputy Flnance M~n~ster

R Pazura respons~ble for electrlc~ty and heat prIce settIng, Cha~rman of Ant~-monopoly Offlce
J Sopocko, Head of Government adv~sors J Hausner) w~th representatlves of the coal and power
~ndustr~es (ma~nly dIrectors or cha~rmen of manag~ng boards) on steam coal prlces for the
power ~ndustry In 1993 the coal ~ndustry representatlves s~gned a four year agreement wlth
representat~ves of the power ~ndustry, approved by MolT lmposlng that all coal supply
contracts would use the pr~ce of $32 16 per ton of reference coal as an ~mport parlty The
latest development of the ~nternat~onal coal market showed that thls prIce cannot be the
~mport par~ty any longer, and the coal supply compan~es dec~ded to ralse the pr~ces by ca
30~ At the same t~me the F~nance Mln~ster does not want to ra~se the offlclal electr~clty

pr~ces as he ~s afra~d of the ~nflatlon rate Th~s led to a blg confllct between the m~ners

and the power people It was not possIble to reach a new agreement at the aim meetIng,
therefore M~nlster Sc~erskl called up a spec~al task force group under the chaIrmanshIp of
Mr MIroslaw Wozn~akowskl, Deputy Industry MInlster responslble for relatlons WIth trade
un~ons, to settle th~s conflIct and to propose solut~ons for the future Mlrek ~s a member of
th~s task force group

- started work wlth~n the coal prICIng task force group on prepar~ng the prlnc~ples of coal
and electr~clty tar~ff for the IV quarter of 1996 and for 1991 as well as for the future,

- took part ~n a meet~ng of the Jo~nt parl~amentary comm~ss~on for rev~ewlng the draft energy
law held on September 10 1996, as head of MolT adv~sors, where a deCISIon of brlngIng the
draft law ~nto complIance w~th the reform of adm~n~strat~ve and economIC was taken,

- on request of Mr Zb~gn~ew KanIewsk~ Cha~rman of the SeJm Subcomm~ss~on on the draft
energy law, cooperated w~th the parlIamentary lawyers on br~ng~ng the subcommlsslon draft of
the energy law In compl~ance WIth the reform of governmental adm~nlstratlve and economlC
center, newly ~ntroduced by the parl~ament, and new proposals prepared by some
parllamentarlans, Thls task was ass~gned to the subcommlss~on by the Jo~nt parllamentary
comm~ss~on at ~ts meetlng on September 10, 1996

I
I

- contlnued cooperatlon w~th MolT plenlpotentlary for establ~shlng the Energy Market Agency,
Th~s agency ~s to be a support~ng agency to new M~nlster of Economy, the Cha~rman of Energy

Regulatory Author~ty, all energy enterpr~ses as a source of necessary lnformatlon about the
energy act~vlt~es In Poland and abroad, and also consultlng serv~ces ~n th~s fleld The
obl~gat~on to establlsh the agency has been wr~tten ~n the energy pollcy gu~dellnes for
Poland

I
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- del~vered lectures ~n Katow~ce, at Pol~sh Amer~can Postgraduate Course "Restructur~ng of
heavy ~ndustry", and ~n B~elsko-B~a, at the sympos~um and exh~b~t~on of modern power
technology on the new legal framework for the power ~ndustry ~n Poland,

- took part ~n the parl~amentary subcomm~ss~on meet~ng on the adJustment of the draft energy
law to the new governmental structure where all proposals related to the new structure and
some correct~ons on the substance were accepted, The subcomm~ss~on followed our adv~ce to
prepare the draft only ~n one agreed vers~on, so the next meet~ng of the Jo~nt comm~ss~on

w~ll deal w~th a un~f~ed vers~on (no opt~ons)

- together w~th Chr~s Turner br~efed representat~ves of Bechtel Co (M~guel Antonansas from
Madr~d and Mrs Barbara Z~el~fiska from London) on the current s~tuat~on ~n the energy sector
and ~nvestment poss~b~l~t~es ~n Poland

The Bechtel ProJect members were ~nvolved extens~vely dur~ng September w~th the ESMAP ProJect
to ~mplement the ERA, ~n part result~ng from a ten-day v~s~t to Warsaw by Rachel Engl~sh from
the World Bank-ESMAP ~n Wash~ngton The ant~c~pated "m~lestone Week lA" d~d not occur, but
var~ous meet~ngs/d~scuss~ons as to the d~rect~on of the ESMAP ProJect d~d

Tra~n~ng to be prov~ded by USAID-Bechtel

The f~rst tra~n~ng program for the ERA Work~ng Group members and other ~nv~tees w~ll be held
on October 21-24 at a tra~n~ng center north of Warsaw Inv~tat~ons have been sent to about
60 Poles, w~th attendance expected to be about 40 SubJect areas for th~s sess~on focus on
the roles and respons~b~l~t~es of regulators, and of the regulated enterpr~ses, ~n a
regulatory reg~me that ~s l~kely to be relevant for Poland, w~th compar~sons across a range
of countr~es and systems Also, the program w~ll ~ntroduce legal aspects of regulat~on, and
w~ll descr~be pr~nc~pal econom~c and pr~ce-sett~ng pract~ces for a regulated market energy
sector w~th presumed areas of compet~t~on

A second ERA sess~on ~s now scheduled for early December Th~s w~ll be comb~ned w~th a
follow-up program for managers from the electr~c~ty d~str~but~on compan~es who attended the
p~lot program ~n June The focus of th~s one-week program w~ll be on spec~f~c cost-of-serv~ce, rev
matters, ~nclud~ng examples and structured problem-solv~ng

In v~ew of the cont~nu~ng uncerta~nty over the t~m~ng and content of the Energy Law now ~n

Parl~amentary d~scuss~ons, the tra~n~ng program for the actual ERA sen~or- and m~ddle staff,
once selected ~s awa~t~ng further development It ~s assumed that extens~ve tra~n~ng ~n

Poland dur~ng the f~rst half of 1997 w~ll be the precursor to study tours ~n Western Europe
and the Un~ted States (schedul~ng now uncerta~n) w~th select~on of locat~ons and study areas
based on the regulatory systems most relevant for Pol~sh cond~t~ons

F~nanc~al Model~ng

On request of the ESMAP ProJect, d~scuss~ons have been held among the Bechtel proJect
members ESMAP, Arthur Andersen-Warsaw, and a work~ng group of Poles (the "PST" group)
regard~ng needs for USAID-funded ass~stance ~n f~nanc~al model~ng development and
demonstrat~on Two pr~nc~pal areas have been ~dent~f~ed analys~s of the econom~c/f~nanc~al

~mpl~cat~ons of alternat~ve regulatory systems at the energy sub-sector levels (pr~nc~pally

electr~clty generatlon, transmlss~on, dlstr~but~on and supply, w~th later lnvolvement of
natural gas and d~strlct heat~ng), and further modellng of commerc~al arrangements In the
electrlc~ty generatlon sector Arthur Andersen-Warsaw ~s prepar~ng terms of reference for
the two areas Coordlnatlon wlth Coopers & Lybrand (for the generat~on sector work) and wlth
N/E/R/A (for the regulatory work) lS antlclpated Cost estlmates and schedules wlll be done
separately Speclflcat~on work w~ll beg~n ~n October, assum~ng approval of the work plan(s)

Status of De11verables
Cont~nulng ~nput to the GoP and the MolT as necessary, w~th ongolng partlclpat~on by M Duda
on Parllamentary subcomm~ttees and other pOllCy groups Tra~n~ng programs and model
development as above

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
As above
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TASK DESCRIPTION
To ass~st the Pol~sh D~str~but~on Compan~es ~n the restructur~ng of the electr~c~ty

1ndustry 1nto commerc1ally v1able, customer or1ented and ult1mately pr1vat1zed f1rms
A long term adv~sor has relocated to Warsaw to coord1nate ~nter- and 1ntra-sector
ass1stance act1v1t1es 1nclud1ng the 1nteract10n among the regulatory, generat10n
transm1SS1on d1str1but1on and 1ndependent power product10n 1nterests Ass1stance to
the d1str1but10n sector w1ll focus on development of 1nd1v~dual company tar1ffs
(serv1ce terms and pr1c1ng), reg10nal Integrated Resource Plann1ng, organ1zat1onal
development and techn1cal tra1n~ng, and pr1vat~zat1on plann1ng (bus1ness, corporate
governance, strateg~c)

I
I
I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
September 1996
Task 2, (EOS)Ass1stance to D1str1but1on Company
Bechtel, Regulatory Reform and Energy Sector

Restructur1ng

I
I
I
I
I
I
I
I
I
I
I
I
I

Act1v1t1es Last 30 Days
The scope of Regulatory Tra~nlng for the members of the Work1ng Group for ERA estab11shment
has been agreed upon w1th ESMAP and the sub-group leaders Chr1s, Marek and Agn1eszka
worked on the organ~zat1on and adJustment of the proposed program to the comments rece1ved
from varlOUS part1es of lnterest The program of the f1rst semlnar scheduled for October 21-24 w1l
Chr1s Turner Tom S1mpson lS also help1ng us 1n program preparat10n The second sem1nar 1S
scheduled for the early December or early January dependlng on the slte ava1lab1l1ty

Marek has cont1nued the contacts w1th T&D ASSOc1at1on d1rector Beg1er The Assoc1at10n
request to cont1nue Naleczow w0rk-shop 1S be1ng processed Our 1dea lS to extend the second
Regulatory Sem1nar and supplement lt w1th elements of cost of serv1ce study to meet Begler's
request Thus the Second Regulatory Sem1nar would be addressed both to the members of
WORKING GROUP and Beg1er's group Th1S concept lS belng d1scussed wlth Tom Slmpson

Dutch company Berenshot has produced 1mproved traln1ng mater1al for the D1str1ct Heatlng
Sector Management Tralnlng Program Marek together w1th other ERG experts lS rev1ewlng the
new tra1n1ng manuals 1n order to d1scuss the 1mplementat1on of the program together w1th KAPE
(Nat1onal Energy Conservat1on Agency) and Berenshot dur1ng the meetlng scheduled for October
21 Marek Grzybowsk1 s flrst readlng 1mpress1on lS that the new materlals prepared by the
Dutch are st1l1 lnsuff1C1ent for a successful tra1n1ng program

Status of Del1verables

As above

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Beg1nn1ng of pr1vat1zat10n preparat10n for the Rybn1k Power Generat1ng Company Further
development of tra1n1ng programs for d1str1but1on compan1es Travel to Torun ZE 1n October
to part1c1pate 1n meet1ngs regard1ng further restructur1ng poss1bllltles



I

Status of De11verables
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Act1v1t1es Last 30 Days
Mon1tor1ng w1th regard to progress 1n Energy Law de11berat1ons

To ass1St the Po11sh electr1c1ty 1ndustry by help1ng to fac1l1tate the appropr1ate
development of an 1ndependent power product10n (IPP) sector, 1nclud1ng 1nst1tut1onal,
contractual, techn1cal and f1nanc1al areas A long term adv1sor has relocated to coord1nate
1nter-sector ass1stance act1v1t1es, 1nclud1ng the 1nteract1on among IPPs and the
transm1ss10n, d1str1but10n and large customer sectors

Poland
Reg10nal Energy Eff1c1ency (180-0030)
August 1996
Task 3, Independent Power Product~on Development and

Demonstrat1on
Bechtel, Regulatory Refor.m and Energy Sector

Restructur1ng
IMPLEMENTOR

TASK DESCRIPTION

COUNTRY
PROJECT
MONTH
TASK NUMBER,NAME

I

I
I

I
I
I

I
Completed for now

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Coord1nat10n and mon1tor1ng pend1ng further developments

I
I
I
I
I
I
I
I
I
I
I
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TASK DESCRIPTION
To ass~st m the creat~OIl/unplementat~OIlof the Pohsh Energy Regulatory Authonty
(ERA) to be establ1shed upon passage of pnmary and secondary Energy Laws Near term,
to asSlSt the Energy Restructurmg Group (ERG) m developmg further secondary
leglslatlon and re;JUlat~ons A long term adv~sor has relocated to Warsaw to adv~se the
ERG and to asslst m the develo~t of the ERA Coordmatlon ~th the World Bank
ESMAP program act~Vltles m trammg of ERA staff lS ant~clpated

Act1v1t1es Last 30 Days
Mlrek Duda
took part m a meetmg wlth representatlves of fufferent rru.ru.str~es to fuscuss lssues related
to the "Wlu.te Book" on demonopo~lzat~onand prlvat~zat~on of the Poland I s power
sector,

Chr~s Turner met w~th Arthur Andersen - Warsaw to begm scopmg of an act~~ty requested by
the World Bank-ESMAP proJect regardmg development of fmanc~al and econatllc
rocxiels for use m ERA ~mplementat~on

ChrlS Turner and Marek Grzybowskl prepared an updated and rearranged I?roJect workplan for
reVlew by USAlD The reVlslons are des~gned to assoc~ate proJect actlVltles more
closely wlth AID Strateg~c ObJect~ves for regulatory reform and pr~vatlzatlon

Status of De11verables
ContmUlUg mput to the GoP and the MolT as necessary, Wlth ongomg partlCl.patl.on by M Duda
on Parhamentary subcamuttees and other pohcy groups

Proposed Near Term Act1v1tl.eS and Planned Travel (30-60 days)
As above

together w~th MolT speclal~sts, prepared the f~l vers~on of the "wtute Book" for
presentatlon to the EconOffilC Cornrruttee of the councll of MlUlsters (KERM)

as MlUlster SClerskl's back-up advlsor, took part In a meetmg of KERM where the "wtute Book"
was fuscussed and recemnended to the Counc~l of MlUlster for approval,

at the request of Mr Zb~gTI.1ew Kan~ewskl, Chauman of the SeJrn Subcorrnu.ss~on on the draft
energy law, rev~ewed the subcornrruss~onvers~on of the draft enerw law and prepared,
together w~th some ERG and MolT experts, a draft report on ma.m ~ssues that have been
fuscussed by the subcorrnu.ss~on, and further proposals to be fuscussed by the Jomt SeJrn
Cornrruss~on at ~ts meetmg on September 10,

at the reguest of the MolT, rev~ewed a document of the Assoc~at~on of Pol~sh Electr~c~ty

Transnu.ss~on and D~strJ.but~on Ccmp~es on general prmc~ples of pr~vatlzat~on of power
ente:t:prlses whlch lS to be fuscussed after the "Wlu.te Book" lS approved by the government,

had a meetmg w~th Mr LudOffilr Duda, Vlce - Chauman of the Board of the Natlonal Agency for
Energy Conservatlon, on establls~g a cooperatlon m order to reflect enerw conservat~on

~ssues m the legal documents based on the new energy law, and on presentat~on the new energy
law at a conference on energy conservat~on m the Poland 's carmunes to be held m Warsaw ~n

December 1996,

had several meetmgs w~th Vls~tors fran fore~gn fmance c0I:J?Orat~ons, NatWest Markets fran UK
and Ma.rubern. fran Japan, and br~efed them on the s~tuat~on m the energy sector m Poland

ChrlS Turner, Mlrek Duda and Marek Grzybowskl collaborated on cemnents on the ESMAP Workmg
Papers for the Energy Regulatory Author~ty, and dlscussed same wlth ESMAP management W~th

AgTI.1eszka Sosulska, the group rev~ewed reSJ?Onses to a survey on trammg needs for ESMAP
Worklng Group members and prepared a trammg plan for ~mplementatlondurmg OCtober-December
1996

: Poland
: Regional Energy Effic1ency (lS0-0030)
: August 1996
: Task 1, Regulatory Orgar.u.zat10n Development
: Bechtel, Regulatory Refo:tIn and. Energy Sector
RestructurJ.ng (Includes Long Term Adv'J.sor)

COUNTRY
PROJECT
MONI'H
TASK NUMBER, NAME
lMPLEMENTOR
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COUNrRY
PROJECI'
MONI'H
TASK NUMBER, NAME
lNPLEMENTOR

··········

Poland
Reg10nal Energy Eff1c1ency (180-0030)
August 1996
Task 2, Ass1stance to D1StrJ.but1on Cc::IlIpany
Bechtel, Regulatozy Refonn and Energy Sector

Rest:J:uctux:mg

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

TASK DESCRIPTION
To asslst the POllSh Dlstributl0n Compan1es 1n the restructur1ng of the electrlclty
1ndustry 1nto carmerclally Vl.able, customer orlented and ultunately pr1vat1zed f1nns
A long tenn acl:vJ..sor has relocated to Warsaw to coord1nate 1nter- and 1ntra-sector
aSS1.stance act1Vl.t1es, 1nclud1nS the 1nteract1on among the regulatory, generat1on,
transrrussl0n, fustributlon and 1ndependent power productl0n 1nterests Ass1.stance to
the d1.strJ.but1.on sector W1.ll focus on development of 1nd1.v1.dual company tar1.ffs
(serv1.ce tenns and pnc1ng), res1.onal Intesrated Resource Planmng, organ1zatl0nal
development and techn1cal tra1n1ng, and pnvat1.Zatl0n planmng (bus1ness , corporate
governance, strateg1.c)

Act1.v1.tl.es Last 30 Days
As a follow up of our cooperat1.on W1.th T&D Assoc1.at1.on and the Tar1.ff Workshop, Chr1.S Tu:rner
and Marek Grzybowsk1. have selected parts of N1agara Mohawk Power Corporat1.on Manual
"Schedule for Electr1.c Serv1.ce" as a useful 1.nfo:rmat1.on mater1.al for the Pol1.sh ut1.l1.t1.es
It 1.S be1ng translated and w1.11 be del1.vered to D1.rector Beg1.er 1n early September
for c1.rculat1.on among Workshop part1.c1.pants

Marek GrZ¥OOwsk1. d1.scussed W1.th Pl0tr Beg1.er of the T&D AsSOC1.atlon the sector W1.shes for the
cont1nuat1.on of the fuscos' tra1n1nS program A new l1.st of subJects w1.ll be del1.vered by
T&D Assoc1.at1.on shortly Naleczow 1.S proposed as a place for the corrung fall workshops

Marek Grzybowsk1. and Chr1.s Tu:rner met wlth Kuba B1.el1.kowsk1. of Arthur Andersen to d1.scuss
progress of the Torun Restructur1ng pro]ect The 1.nfo:rmat1.on obta1ned fran tills meet1ng has
been 1ncluded 1n the updated draft of the Workplan and new schedule of proJect dehverables
Both documents wlll be e-m:l.1.led to Bechtel, USA and USAID Warsaw

Prl.vatl.zatl.on Preparatl.on (from Arthur Andersen - Warsaw)
GZE (Gl1.w1.ce)
The Arthur Andersen work on GZE pro]ect has been completed There are no carrnents fran the
GZE management on the reports They are awa1.t1.ng the S1.gn1ng of representat1.on letter by GZE
management 1n order to send f1.nal coples of the reports Arthur Andersen 1.S now work1ng on
preparatlOn of the execut1.ve stmrnary 1n Engl1.sh for BechteljUSAID

ZET (Torun)
Arthur Andersen 1S awa1.t1.llg the flnal 1.nformat1.on and management carments fran ZET The
meet1.llg w1.th ZET management 1.S scheduled on September 17 Dur1.Ug the meet1ng they w1.l1
d1.scuss flnal drafts of the reports Arthur Andersen 1.S planmng to f1.nal1.ze the1.r work on
tms proJect by the end of September

EP (Poznan)
Arthur Andersen prepared flnal versl0ns of Econat11.c and F1nanClal Analys1.s and Inter1.m Legal
ReVlew wmch lncluded f1.nal ccmnents fran EP management They wlll del1.ver f1.na1 drafts of
these reports by September 8 They W1.ll del1.ver the f1.na1 reports after rece1.v1ng management
representatl0n letters Dur1ng the meet1.ns W1.th EP management, wmch was held on August 27,
Andersen developed a new concept of pr1.vat1.zat1.on stratew for the company We expect that
flnal draft verslons of the Interlm Valuat1.on and Prlvatlzatlon StratesY wlll be ready by the
20th of September Andersen agreed W1.th EP management to complete the1.r work on trn.s proJect
by the end of September

Execut1.ve Summary for Ene Prlvat1.Zat1.on PrOJects
Arthur Andersen already started our work on the preparat1.on of execut1.ve surrmar1.es for each
1.nd1.v1.dual proJect Execut1.ve sunmar1.es wlll be prepared 1n Engl1.sh

Rybn1.k Power plant
Arthur Andersen sent the l1.st of requlred 1.nformat1.on to Rybn1.k We are assurmng that our
work on the proJect w1.11 start 1n three weeks fran now

Status of De11verables
As above

Proposed Near Term Actl.vl.tl.es and Planned Travel (30-60 days)
Beg1.nn1.ng of pr1.vat1.Zatlon preparat1.on for the Rybrn..k Power Generat1ng Company Further
development of tra1n1ng programs for d1.strJ.but1.on compan1es
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To asslst the Pohsh electnclty mdustry by helpmg to facll1tate the a~pro~nate

development of an mdependent power productlon (IPP) sector, mcluchng mstltutlonal,
contractual, techrucal and fmanclal areas A lon~ term acIvlsor has relocated to coordmate
mter-sector asslstance actlV1tles, mcluchng the mteractlon among IPPs and the
transrrusslon, mstrlbutl0n and large custaner sectors

ActJ.VJ.tJ.es Last 30 Days
Momtormg Wlth regard to progress m Energy Law dehberatlons

Status of DelJ.verables
Completed for now

Proposed Near Term ActJ.vJ.tJ.es and Plarmed Travel (30-60 days)
Coordmatlon and monltormg penchng further developments
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PROJECT
MONTH
TASK NUMBER,NAME

DD?LEMENTOR

TASK DESCRIPTION

········
··

Poland.
Reg~onal Energy Eff~c~ency (180-0030)
August 1996
Task 3, Independent Power Product~on Development and

Dem:::>nstrat~on

Bechtel, Regulatory RefoJ:1ll. and. Energy Sector
RestructurJ.ng'
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ONTH
tASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
July 1996
Task I, Regulatory Organ1zat10n Development
Bechtel, Regulatory Reform and Energy Sector

Restructur1ng (Includes Long Term Adv1sor)

I TASK DESCRJ:PTJ:ON

To ass1st 1n the creat10nj1mplementat10n of the POl1Sh Energy Regulatory Author1ty
(ERA) to be establ1shed upon passage of pr1mary and secondary Energy Laws Near

I term, to ass1st the Energy Restructur1ng Group (ERG) 1n develop1ng further secondary
leg1slat10n and regulat10ns A long term adv1sor has relocated
to Warsaw to adv1se the ERG and to ass1st 1n the development of the ERA
Coord1nat10n w1th the World Bank ESMAP program act1v1t1es 1n tra1n1ng of ERA staffI lS underway

Act1v1t1es Last 30 Days
M1rek Duda f1n1shed ass1stance to MoIT V1cem1n1ster Herbert Leopold Gabryo at the stage

I dlScuss10ns wlthln the SeJm Subcomm1ss10n on the draft energy law (the next step of the
parl1amentary procedure w111 be d1Scuss10ns 1n the SeJm J01nt Comm1ss10n, f1rst meet1ng
scheduled for August 27),

1 M Duda cooperated w1th parllamentary lawyers In preparlng the Subcommlss10n's f1nal
verS10n of the draft Energy Law WhlCh lS to be subm1tted to the J01nt parl1amentary
comm1SS10n, before the second read1ng of the draft at the plenary seSS10n of the SeJm,

of

I On request of the Mln1ster of Industry and Trade, M Duda prepared Just1f1cat1on of the
governmental draft of the energy law and presented that at a meet1ng of the J01nt
Comm1SS10n of the Government and Terr1tor1al Selfgovernments devoted to d1Scuss1ons of the
necess1ty to mod1fy the governmental draft of the Energy Law 1n order to have prov1s10nsI ,llow1ng for free transfer of the assets of energy enterpr1ses to communes,

C Turner, M Duda and M Grzybowsk1 rev1ewed and prepared the ERGjUSAID team comments on
all of the ESMAP papers on preparatory works for the establlshment of the EnergyI Regulatory Author1ty 1n Poland,

Duda and Grzybowsk1 took part 1n meet1ngs of Sub-Work1ng Groups of POllSh spec1allsts,

I
On request of MoIT, M Duda took part as a moderator In a tralnlng seSSlon on
1mplementat1on of the European Energy Charter Treaty 1n Poland organlzed ln Warsaw by
Denton Hall and the Internatlonal Inst1tute for Energy Laws under the sponsorshlp of
European UnlonjPHARE program,

II Chr1s Turner and M1rek Duda took part 1n a meet1ng of USAlD Warsaw Offlce off1clals to
br1ef them on the current sltuat10n 1n the energy sector In Poland, part1cularly on the
development of the parl1amentary dlScuss10ns on the draft Energy Law,

I On 1nv1tatl0n of the Mln1ster of Industry and Trade, Mlrek Duda took part 1n a semlnar on
the future of the Poland's gas 1ndustry under the new Energy Law,

I
Duda rev1ewed and presented comments on prel1mlnary materlal, prepared by the Foundatl0n
For Effectlve Use of Energy, concern1ng bas1c assumpt10ns for the new energy prognos1s for
Poland up to the year 2020,

I
On request of MolT, M Duda took part 1n a meetlng of representatlves of dlfferent
m1nlstrles devoted to prel1mlnary d1Scusslons of the "Whlte Book" on demonopollzatl0n and
prlvatlzat10n of the Poland's electr1c sector that lS to be presented to the Econom1C
Comm1ttee of the Counc11 of M1nlsters on August 8,

I On request of the Embassy of Austral1a, M Duda had a meet1ng wlth 1tS representat1ves and
br1efed them on the 1nvestment opportun1t1es 1n the energy sector 1n Poland,

II
,arek Grzybowsk1, as a member of ERA Organlzatl0n Task Team, provlded comments to the

ESMAP draft paper on ERA organlzatl0n

II
l



I
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A sosulska prepared add1t10nal translated tra1n1ng presentat10n mater1als for future
tar1ff and regulatory tra1n1ng courses, bU1ld1ng on the exper1ence from the 1n1t1al
seSS10n w1th d1str1but10n company representat1ves at Naleczow 1n June A Sosulska
prepared a tra1n1ng needs assessment quest10nna1re for d1str1but10n 1n early August to
members of the Sub-Work1ng Groups on estab11shment of the Energy Regulatory Author1ty

Jtatus of De11verables

Completed for now

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)

Coord1nat1on and mon1tor1ng pend1ng further developments



I USAID EURlDRlEI Monthly Summary Report

I
I

COUNTRY
PROJECT

ONTH
rASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
July 1996
Task 2, Ass1stance to D1str1but10n Company
Bechtel, Regulatory Reform and Energy Sector

Restructur:Lng

I
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I
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TASK DESCRIPTION
To ass~st the Pol~sh D~str~but~on Compan~es ~n the restructur~ng of the electr~c~ty

~ndustry ~nto commerc~ally v~able, customer or~ented and ult~mately pr~vat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among the regulatory,
generat~on, transm~ss~on, d~str~but~on and ~ndependent power product~on ~nterests

Ass~stance to the d~str~but~on sector w~ll focus on development of ~nd~v~dual

company tar~ffs (serv~ce terms and pr~c~ng), reg~onal Integrated Resource Plann~ng,

organ~zat~onal development and techn~cal tra~n~ng, and pr~vat~zat~on plann~ng

(bus~ness, corporate governance, strateg~c)

Act1v1t1es Last 30 Days
Marek Grzybowsk~ worked w~th D~iector Beg~er of T&D Assoc~at~on on the follow up of the
Regulatory tra~n~ng organ~zed for d~scos ~n Nalecz6w ~n June A short note was produced to
supplement evaluat~on report produced by Russ Brown Marek's note covers the expectat~ons

and recommendat~ons of the course part~c~pants towards future tra~n~ng

Marek Grzybowsk~ rev~ewed and commented the f~nanc1al and econom1C reports prepared by
Arthur Andersen for the GI~w1ce, Poznan and Torun ut~l~t1es Chr1s Turner and Marek met
w1th Jacek Korpala and Jurek M1chalczyk, along w~th Maryla Jakubow~cz to d~scuss the
progress of work on pr~vat~zat10n preparat10n More mater~als are expected from AA
shortly to 1nclude the Gl~w~ce pr~vat1zat~on strategy report, wh~ch w~ll serve as a model
format for add~t~onal pr~vat~zat10n preparat~on proJect for the Rybn~k Generat~ng Stat~on,

and agreed that a dec1s1on from USAID regard1ng th1s effect 1S now necessary

tatus of De11verables

Arthur Andersen reports GI~w1ce dur~ng August, Poznan and Torufi dur1ng September
Summar1es and compar~sons 1n September Roll-out to the rest of the d1str~but~on

compan~es by end-October

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)

If approved, beg~nn~ng of pr1vat1zat~on preparat~on for the Rybn1k Power Generat1ng
Company Further development of tra1n~ng programs for d~str1but~on compan~es
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COUNTRY

I PROJECT
ONTH

tASK NUMBER, NAME

I IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
July 1996
Task 3, Independent Power Product10n Development and

Demonstrat1on
Bechtel, Regulatory Refor.m and Energy Sector

RestructurJ.ng

I
TASK DESCRIPTION

To ass~st the Pol~sh electr~c~ty ~ndustry by help~ng to fac~l~tate the appropr~ate

development of an ~ndependent power product~on (IPP) sector, ~nclud~ng ~nst~tut1onal,

I
contractual, techn~cal and f1nanc~al areas A long term adv~sor has relocated to
coord~nate ~nter-sector ass~stance act1v~t~es, ~nclud~ng the ~nteract~on among IPPs and
the transm~ss~on, d~str~but~on and large customer sectors

I ActJ.vJ.tJ.es Last 30 Days

Follow1ng h~s 1nvolvement w1th the Adv1sory Comm1ttee to the Nat10nal
Agency (KAPE) , Marek worked out a draft proposal for the content and

I
Strateg1c Management Tra1n1ng Program for the d~str~ct heat1ng sector
d1scussed w1th, and 1ncludes 1nput of Russ Brown and Chr1s Turner

Energy Conservat10n
schedule of the

The draft has been

The program 1S to be ~mplemented by the Dutch consult~ng company Berenschot and partly

I
f~nanced by the government of Holland The organ1zat~on of the p1lot course and the
qua11ty of tra~n1ng mater~al has been cr~t1c~zed by the Adv~sory Comm1ttee, and KAPE 1S
actually cons1der~ng the measures e1ther to 1mprove the proJect, or even to d~scont~nue

1t KAPE suggested that Marek prepares the tra~n1ng mater~als ( Manual of Strategy), 1n

I
cooperat1on w1th Berenshot Chr~s, Russ and Marek d~scussed Marek's further ~nvolvement

th1s proJect and dec~ded that expand1ng Marek's t~me engagement was not Just1f~ed

Status of Del1verables

I ompleted for now

Proposed Near Term Act1vJ.t1es and Planned Travel (30-60 days)

I Coord1nat1on and mon1tor1ng pend1ng further developments

I
I
I
I
I
I
I
I

a
1n



I USAID EUR/DRIEI Monthly Summary Report

I
I

COUNTRY
'OROJECT
~ONTH

TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~onal Energy Eff~c~ency (lBO-0030)
June 1996
Task 1, Regulatory Organ~zat~on Development
Bechtel, Regulatory Reform and Energy Sector

Restructur~ng (Includes Long Term Adv~sor)

TASK DESCRIPTION

I To ass~st ~n the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Author~ty
(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng further secondary
leg~slat~on and regulat~ons A long term adv~sor has relocated to Warsaw to adv~se

I the ERG and to ass~st ~n the development of the ERA Coord~nat~on w~th the World
Bank ESMAP program act~v~t~es ~n tra~n~ng of ERA staff ~s ant~c~pated

Marek Grzybowsk~ has been appo~nted by D~rector Plerzak (MOlT) a member of the ERA
Organ~zatlon Team, composea of a number of POI1Sh speclallsts to cooperate wlth the
ESMAP Team on the ~mplementat~on of ERA
The f~rst meetlng of the team headed by Mr Jerzy Maslanka (MOlT) was held durlng the
ESMAP Mllestone Week on June 26 The team members are expected to del~ver, before
end of July, deta~led comments on the organlzatl0n structure of ERA as proposed by
ESMAP
Chr~s Turner and Russ Brown met w~th Ray Porter and Bud Tease of Houston Industrles
Energy, Inc , June 18 for a brlef~ng on the current and prospectlve sltuatlon ln
Poland regardlng electr1c~ty/heat~ngproJect development
Chrls Turner, Mlrek Duda and Agnleszka Sosulska took actlve part, as members of the
Bechtel team, In the Power-Gen Europe Conference In Budapest, June 25-28

Duda
Contlnued work wlth1n the MOlT/ERG group of experts provldlng ongolng ass1stance to
MolT Vlce M1nlster Herbert Leopold Gabry's In hlS regular dlScusslons w~th the SeJm
subcommlsslon on the draft energy law
along wlth Chrls Turner, met w1th the ESMAP proJect team regardlng overall proJect
coord1natlon and the status of traln~ng actlvlt~es for ERA,
on request of the parl~amentary legal off~ce cooperated w~th parllamentary lawyers
In prepar~ng the subcomm~ss~on f~nal vers~on of the draft energy law wh~ch ~s to be
submltted to the J01nt parllamentary commlSS10n for the economlC system and
lndustry, reglonal selfgovernments and legal matters ~n order to get ~ts approval
before the second read~ng of the draft at the plenary seSSlon of the SeJm,
on request of the leader of the task force group of Pol~sh experts for creat~ng the
market rules for the power sector ~n Poland (the "gr~d code") prepared and presented
to the group baslc provlslons of the energy pOllCy for Poland, the draft energy law,
reflectlng the up-to-date outcome of the parllamentary subcommlsslon work, as well
as poss~ble requ~rements of the Energy Regulatory Agency proposed ~n the draft
energy law
took part In a prellmlnary meetlng of the MolT task farce group for a new prognos~s

of the Poland's energy sector development whlch 1S to be a part of the updated
verSlon of the energy pol~cy gUldellnes to be presented,I

I
I -

I
I

I
M~rek

I
I -

Act~v1t1es Last 30 Days

I

Status of Del1verables

I Contlnu~ng lnput to the GoP and the MolT as necessary, w~th ongolng part~clpatlon by M
Duda on Parllamentary subcommlttees and other pol~cy groups

Proposed

I
As above

I
I
I

Near Term Act~vltles and Planned Travel (30-60 days)
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COUNTRY
'ROJECT

ONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg~ona1 Energy Eff1c~ency (180-0030)
June 1996
Task 2, Ass1stance to D~str1but10n Company
Bechtel, Regulatory Reform and Energy Sector

Restructur~ng

I
I
I
I
I
I

TASK DESCRIPTION
To ass~st the Pol~sh D~str~but~on Compan~es ~n the restructur~ng of the electr~c~ty

~ndustry ~nto commerc~ally v~able, customer or~ented and ult~mately pr~vat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among the regulatory,
generat~on, transm~ss~on, d~str~but~on and ~ndependent power product~on ~nterests

Ass~stance to the d~str~but~on sector w~ll focus on development of ~nd~v~dual

company tar~ffs (serv~ce terms and pr~c~ng), reg~onal Integrated Resource Plann~ng

organ~zat~onal development and techn~cal tra~n~ng, and pr~vat~zat~on plann~ng

(bus~ness, corporate governance, strateg~c)

Act1v~t1es Last 30 Days

M~rek Duda and Chr~s Turner had a meet~ng w~th representat~ves of Arthur Andersen on the
prel~m~nary results of the~r work on preparat~on for pr~vat~zat~on of the GI~w~ce, Torun
and Poznan d~str~but~on compan~es ~n order to be prepared to the com~ng d~scuss~on of th~s

~ssue by the MolT management

The ent~re proJect team plus Russ Brown and Karl McDermott took part ~n the preparatory
workshop and then part~c~pated ~n the PTPIREE sponsored tra~n~ng course Ut~l~ty Tar~ff

Workshop for sen~or managers of power d~str~but~on compan~es held ~n Naleczow June 19-21

Status of Del1verables

Subm~tted the Summary Report concern~ng the PTPIREE tra~n~ng

II roposed Near Term Act1v1t1es and Planned Travel (30-60 days)

Further tra~n~ng w~ll be developed based on requests from PTPIREE

I
I
I
I
I
I
I
I
I
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COUNTRY
'ROJECT
.)NTH

TASK NUMBER,NAME

IMPLEMENTOR

..

Poland
Reg10nal Energy Eff1c1ency (180-0030)
June 1996
Task 3, Independent Power Product1on Development and

Demonstratl.on
Bechtel, Regulatory Refor.m and Energy Sector

Restructur1ng

I TASK DESCRIPTION

To ass~st the Pol~sh electr~c~ty ~ndustry by help~ng to fac~l~tate the appropr~ate

development of an ~ndependent power product~on (IPP) sector, ~nclud~ng ~nst~tut~onal,

I contractual, techn~cal and f~nanc~al areas A long term adv~sor has relocated to
coord~nate ~nter-sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among IPPs and
the transm~ss~on, d~str~but~on and large customer sectors

I Act~vJ.tJ.es Last 30 Days
Marek Grzybowsk~, as a member of the Adv~sory Team, part~c~pated ~n the th~rd sess~on of
the D~str~ct Heat~ng Management ~ra~n~ng Program held ~n B~alobzeg~ ~n Poland on June 10
14 Th~s part was focused on teach~ng and lectur~ng techn~ques One of the goals of th~s

I proJect, f~nanced by the Government of Holland, was to produce a set of handout mater~als

of a "manual" for the future management courses Unfortunately the mater~als proposed by
the Dutch contractor were found by the Adv~sory Comm~ttee to be ~ncomplete and not geared
to the d~str~ct heat~ng ~ndustry and spec~f~c Pol~sh cond~t~ons Marek had a chance to

I d~scuss these mater~als w~th Russ Brown who shared Marek's negat~ve op~n~on Bas~ng on
the standpo~nt of the Adv~sory Comm~ttee, KAPRE (The Nat~onal Energy Conservat~on Agency)
who ~s the proJect benef~c~ary, w~ll request a new set of mater~als from the contractor
The Adv~sory Comm~ttee has to suggest the content of such set of mater~als w~th the

I deadl~ne of July 15

Status of DelJ.verables
"'s above

I _roposed

As above

I
I
I
I
I
I
I
I
I

Near Ter.m ActJ.vJ.tJ.es and Planned Travel (30-60 days)
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Energy Eff1c1ency (180-0030)

Act1v1t1es Last 30 Days

Bechtel, Regulatory Reform and Energy
Restructur1ng (Includes Long Term

Poland
Reg10nal
May 1996
Task I, Regulatory Organ1zat10n

COUNTRY
PROJECT
'MONTH
TASK NUMBER, NAME
Development
IMPLEMENTOR
Sector
Adv1sor)
TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Author~ty

(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng further secondary
leg~slat~on and regulat~ons A long term adv~sor has relocated to Warsaw to adv~se

the ERG and to ass~st ~n the development of the ERA Coord~nat~on w~th the World
Bank ESMAP program act~v~t~es ~n tra~n~ng of ERA staff ~s ant~c~pated

I
I

I
I
I

I
ESMAP ProJect
Chr~s Turner and M~rek Duda part~c~pated ~n a ser~es of meet~ngs and workshops held by the
N/E/R/A consultants for the regulatory concepts and pr~c~ng aspects of the World
Bank-ESMAP ProJect to ~mplement the Energy Regulatory Author~ty ProJect coord~nat~on ~s

I
~mprov~ng, and ESMAP Warsaw staff hasbeen ~nv~ted to part~c~pate ~n the regulatory
tra~n~ng workshop for the Transm~ss~on & D~str~but~on Assoc~at~on's Work~ng Group on
tar~ff procedures The tra~n~ng component of the ESMAP ProJect ~s under rev~ew for both
content and t~m~ng ~n relat~on to progress ~n Energy Law del~berat~ons Opt~m~st~cally, a

I
f~rst (and delayed) ESMAP "m~lestone week" may be held by the end of June, more l~kely ~s

September

I
I

Reglatory!Leg~slat~ve Br~ef~nqs

~hr~s Turner and M~rek Duda d~scussed the current s~tuat~on regard~ng the Energy Law w~th

an Energy Comm~ttee of the Amer~can Chamber of Commerce, as fac~l~tated v~a the US Fore~gn

Commerc~al Serv~ce The group cons~sts of representat~ves of f~rms ~nterested ~n

develop~ng power and assoc~ated proJects ~n poland The~r pos~t~ons are a~med at open
access and "fa~r" regulatory and legal treatment ~n proJect development Ways to put
the~r message ~nto the GoP's hands d~plomat~callywere d~scussed

S~m~lar separate br~ef~ngs were g~ven by C Turner to Joseph Bell, Esg , of the law f~rm

I Hogan & Hartson, to Mr Krzysztof Rozen of the lnternat~onal F~nance Corporat~on and to
Mr Yves Duv~v~er of the World Bank

MolT
SeJm

had several meet~ngs w~th MPs - representat~ves of the parl~amentary subcomm~ss~on,

and parl~amentary lawyers, devoted to d~scuss~ons of the~r proposals to change the
governmental draft towards ~ntroduc~ng more market approach to the new energy law,

took part ~n a meet~ng of Foundat~on "Energetyka Polska", and presented terms of
reference of the future Energy Market Agency, approved by H L Gabryo, V~cem~n~ster

of Industry and Trade, ~n order to establ~sh procedures and f~nanc~ng of
establ~sh~ng the agency,

on request of the parl~amentary subcomm~ss~on on the energy law elaborated, ~n

cooperat~on w~th Chr~s Turner and other ERG experts, proposals of necessary changes
~n the draft energy law allow~ng for more ~ndependent Energy Regulatory Agency, and
more adequate process of resolv~ng d~sputes between ERA and energy consumers,

cont~nued work w~th~n the MolT/ERG group of experts prepar~ng necessary
Just~f~cat~on mater~als, amendments and prov~d~ng ongo~ng ass~stance to
V~cem~n~ster Herbert Leopold Gabryo ~n the regular d~scuss~ons w~th the
subcomm~ss~on on the draft energy law,

DudaM~rek

I
I
I

I -

I -

I
I

on request of Industry V~cem~n~ster H L Gabryo, prepared a presentat~on on the
~mpact of the new energy pol~cy on the agr~culture sector ~n Poland and development
of renewable energy sources to be presented at a meet~ng w~th representat~ves of the
Pol~sh Peasant Party (PSL),



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

on request of the Embassy of Norway, had a presentat~on to Norweg~an pol~t~c~ans and
bus~nessmen on the energy reform ~n Poland,

on request of MoIT prepared a draft of the lead~ng part of the ~nformat~on on
Poland's energy sector that has been requested by the European Comm~ss~on before
start~ng procedures of Jo~n~ng Poland to the European Un~on,

on request of MoIT, took part ~n a meet~ng of the parl~amentary subcomm~ss~on for
pr~vat~zat~on of the energy sector ~n Poland, and presented cond~t~ons for
successful pr~vat~zat~on process ~n the power and gas sectors

USAID Meet~ng

Chr~s Turner led one panel and part~c~pated on two other panels at the USAID Power Sector
Regulatory/Restructur~ngRev~ew Meet~ng ~n Wash~ngton on May 1-2 Part~c~pants d~scussed

developments ~n the CEE/Balt~cs and the NIS countr~es

Status of Del1verables
Current mater~als for V~ce M~n~ster Gabrys d~sposal

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Chr~s Turner and M~rek Duda w~ll travel to Budapest Power Gen Conference on June 26-28
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loIONTH
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Poland
Reg10nal Energy Eff1c~ency (180-0030)
May 1996
Task 2, Ass1stance to D1str1but~on Company
Bechtel, Regulatory Refor.m and Energy Sector

Restructur~ng

I
I
I
I
I
I
I
I
I

TASK DESCRIPTION
To ass~st the Pol~sh D~str~but~on Compan~es ~n the restructur~ng of the electr~c~ty

~ndustry ~nto commerc~ally v~able, customer or~ented and ult~mately pr~vat~zed

f~rms A long term adv~sor has relocated to Warsaw to coord~nate ~nter- and ~ntra

sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among the regulatory,
generat~on, transm~ss~on, d~str~but~on and ~ndependent power product~on ~nterests

Ass~stance to the d~str~but~on sector w~ll focus on development of ~nd~v~dual

company tar~ffs (serv~ce terms and pr~c~ng), reg~onal Integrated Resource Plann~ng,

organ~zat~onal development and techn~cal tra~n~ng, and pr~vat~zat~on plann~ng

(bus~ness, corporate governance, strateg~c)

Act1v1t1es Last 30 Days

Pr~vat~zat~on

Work cont~nued w~th the three d~str~but~on compan~es that are rece~v~ng ass~stance ~n

preparat~on for the~r pr~vat~zat~on process Also, ~n response to a request from the
World Bank, meet~ngs were held among the Bechtel ProJect manager, USAID, Arthur
Andersen-Warsaw and the World Bank representat~ves to ~n~t~ate a potent~al proJect
support~ng the Rybn~k power stat~on ~n ~ts efforts to commerc1a11se and to beg1n the
pr~vat1zat~on process A f~rm go/no go dec1s~on awa1ts further ~nput from the World Bank
and assessment of the s1tuat~on ~n the generat~on sector w1th respect to GoP ~ntent1ons

Internal Restructur~ng

The proJect at the Torun d~str~but~on company has begun

Management Tra~n~ng

1arek Grzybowsk~, Agn~eszka Sosulska and Chr~s Turner cont1nued to ref1ne a tra~n1ng

program for the electr1c1ty d1str1but10n compan1es by meet1ng and correspond1ng w1th the
Pol~sh Assoc1at~on of Transm~ss~on and D1str~but~on Compan~es Tra1n1ng ~s expected to be
~n f~ve areas Rates and Regulat~on, Management Effect~veness, Market~ng and Customer
Outreach, Customer Serv~ce Operat~ons and Organ1zat~onal Development/Human Resource
Management The f~rst program, June 19-21 at Nalechow, w1ll ~nvolve a Work~ng Group that
1S to superv~se the work of a Pol~sh consult~ng f~rm that w~ll develop a set of tar1ff
procedures for the d~scos Tra~n~ng w1ll help develop a common level of knowledge among
the part1c1pants, and w~ll serve as ~nput to the development of rate/regulatory tra~n~ng

courses for del~very later ~n 1996 and ~n 1997 A proposed schedule for the ent~re range
of tra~n~ng ~n the next 18 months has been sent to the T & D Assoc~at~on and ~s under
rev~ew for a rap~d dec~s~on

I Other
Chr~s Turner met w~th Larry Markel of Electrotek Concepts, Inc ~n Warsaw to coord~nate

w1th the Energy Eff1c~ency ProJect

I Status of De11verables
Reports for the Gl~w1ce, Poznan and Torun d~scos regard1ng the pr1vat1zat1on process are
~n preparat1on, w1th Gl~w~ce to be f~rst, probably by the end of June Delays have been

I encountered ~n data gather~ng, and some data has been unava~lable, but the overall status
lS acceptable and the reports w~ll place added emphas1s on mov1ng ahead w1th GoP/MolT
approvals for the actual process The tra1n1ng program ~s to be del1vered 1n accordance
w~th the schedule now under d1Scuss1on w1th the T & D Assoc1at~on There are budgetaryI ~mpl~cat1ons that w~ll need to be addressed once the program beg~ns

Proposed Near Ter.m Act1v1t1es and Planned Travel (30-60 days)
As above No other travel ~s scheduled at th~s t~me

I
I
I
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To ass~st the Pol~sh electr~c~ty ~ndustry by help~ng to fac~l~tate the appropr1ate
development of an ~ndependent power product~on (IPP) sector, ~nclud~ng 1nst~tut10nal,

contractual, techn1cal and flnanc1al areas A long term advlsor has relocated to
coord1nate 1nter-sector ass1stance act1v1t1es, 1nclud1ng the 1nteract10n among IPPs and
the transm1ss10n, d1str~but10n and large customer sectors

I
I
I
I

COUNTRY
PROJECT
'iONTH
fASK NUMBER, NAME

IMPLEMENTOR

TASK DESCRIPTION

Poland
Reg10nal Energy Eff1c1ency (180-0030)
May 1996
Task 3, Independent Power Product10n Development and

Demonstrat1on
Bechtel, Regulatory Reform and Energy Sector

Restructur1ng

Act1v1t1es Last 30 Days
Marek Grzybowsk1 at the 1nv1tat1on of Nat10nal Agency for Energy Sav1ng (KAPE)
part1c1pated as observer and a member of the Adv1sory Comm1ttee to KAPE 1n the start of
the "Tra1n1ng Programme Management and Energy Sav1ng for Heat D1str1but1on Companles"
The program was 1n1tlated 1n Poland on May 5 durlng a three day meet~ng 1n Blalobrzegl
near Warsaw, where the deta1ls of the proJect 1mplementat10n have been del1vered by
Berenschot, a Dutch consult1ng company Wh1Ch won the tender of the Dutch government for
the proJect The second part of the proJect was held 1n Holland from May 19through 31 and
was almed at presentlng the content of the Management tra1n1ng program offered by
Berenschot, and f1eld V1SltS to Dutch energy compan1es to d1SCUSS pract~cal management
1ssues The tra1n1ng mater1al was arranged ~n 4 modules 1) Strategy and Bus1ness, 2)
Market1ng and Customer Serv1ce, 3) Technology and Ma1ntenance, 4) Organ1sat1on and ProJect
Management The Adv1sory Comm1ttee has dec1ded that the content of the tra1n~ng program
prepared by Berenschot 1S not ready for 1tS 1mplementat10n 1n Poland and lacks or1entatlon
towards energy 1ndustry It has been declded that some more work 1S needed both 1n
Berenschot and In Poland to ta~lor the materlal to the needs of KAPE The next meetlng 1S
1cheduled for June 10 -13 In Blalobrzegl, where the Pollsh slde 1S to present deta1led
JplnlOns and recomendatlons for the program content Marek Grzybowsk1 has been apPolnted
a leader of the group of experts worklng on Module No 1 More detalled report on the
Dutch program wlll follow It seems that a large part of the mater1als after ~ts

lmprovements may be of use also In the power sector tralnlng

I
I
I
I
I
I
I

Status of Del1verables
Report to KAPE that also w11l be useful to th~s ProJect
In tralnlng program development

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)

Add1t1onal partlc1patlon

I As above

I
I
I
I
I
I
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I COUNTRY · Poland·PROJECT · Req10nal Energy Eff1c1ency (180-0030)•
'lONTB • Apr1l 1996·

I TASK NUMBER, NAME • Task 1, Regulatory Organ1zat1on Development·IMPLEMENTOR · Bechtel, Regulatory Reform and Energy Sector·Restructur1nq (InclUdes Long Term Adv1sor)

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

TASK DESCRIPTION
To assLst 1n the creat10n!LmplementatLon of the PolLsh Energy Regulatory AuthorLty
(ERA) to be establ1shed upon passage of prLmary and secondary Energy Laws Near term,
to ass1st the Energy Restructur1ng Group (ERG) .In develop1ng further secondary
legulatLon and regulatJ.ons A long term advJ.sor has relocated to Warsaw to advue the
ERG and to ass1st 1n the development of the ERA CoordLnatLon w1th the World Bank
ESMAP program act.lV.ltLes Ln traLnLng of ERA staff LS antLc.lpated

Ac~~v1~~es Las~ 30 Days
Hr MLrek Duda contLnued work w.lthLn the MolT/ERG group of experts preparLng necessary
)ust.lf.lcat.lon materLals and provLd.lng ongo.lng assLstance to MolT VLce HLnLster Herbert
Leopold Gabrys Ln the regular dLscuss.lon W.lth the SeJm subCOmmLSS.lOn on the draft energy
law,

on request of the parl1amentary subcommLss.lon on the energy law Hr Duda began, Ln
cooperatLon wLth ChrLs Turner and other ERG experts, elaboratLon of proposals of some
changes .In the draft energy law allowLng for more Lndependent Energy Regulatory Agency;

Mr Ouda took part .In edLt.lng the fLnal verSLon of the "WhLte Book" on further
restructurLng of the PolLsh power sector whLch was approved on AprLl 17 by the management
of the MLnLster of Industry and Trade and LS to be submLtted to the EconomLc CommLttee of
the CouncLl of MLn.lsters soon;

After havLng collected comments from d.lfference energy enterprLses prepared the f.lnal
verSLon of sLmpl.lf.led terms of reference for Energy Market Agency to be approved by
M.ln.lster of Industry and Trade,

On request of Industry V.lcem.ln.lster Herbert Gabrys had a presentatLon on the energy
polLcy, the new energy law, and the restructur.lng .lssues .In the energy sector .In Poland at
a three day sem.lnar and exh.lbLt.lon "Ecoenergla" held .In Gdynla or AprLl 18 - 20,

Mr. Duda attended a semLnar "ElectrLcLty Market '96" held Ln Nateczow on Apr.ll 23-24
sponsored by PSE and power assocLatLons where the new bulk tarLff and the "WhLte Book"
Lssues were dLscussed;

He had a dLscussLon w.lth representatLves of UkraLnLan Electr.lc.lty Regulatory who were
tak.lng part Ln the semLnar .In Naleczow on the new energy law and power sector
restructurLng followed by proposals to organLze an exchange of experLence between USAID
sponsored spec.lal.lsts work.lng .In Poland and UkraLne;

On LnvLtatLon of organLzers of a PHARE semLnar "Energy effLCLency - a chance or a threat"
held Ln warsaw on AprLl 24 cha1red an afternoon seSSLon devoted to LntroducLng European
UnLon energy effLc.lency requ1rements Lnto the legal system .In Poland;

On request of Embassy of Italy had a presentat.lon to representatLves of ItalLan bankers
and busLnessmen on the current sLtuat.lOn and future prospects of Poland's energy sector,
followed by IndLv.ldual meet.lngs wLth representat.lves of dLfferent concerns (Mr. CarLO M
GLan.l from Ansaldo and others);

On request of the EU OelegatLon 1n Warsaw had a meet.lng wLth representatLves of a UK
consultLng company ESO developLng a PHARE proJect on energy for sustaLnable development Ln
the Central and Eastern Europe

S~a~us of Del1verables'
Current materLals for VLce MLnLster Gabrys dLsposal

~roposed Near Term AC~1v1~1es and Planned Travel (30-60 days)
;hrLs Turner and M.lrek Ouda WLll travel to Budapest Power Gen Conference on June 26-28
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Poland
Req10nal Energy Eff1c1ency (180-0030)
Apr1l 1996
Task 2, Ass1stance to D1str1Dut1on Company

Bechtel, Regulatory Reform and Energy Sector
Restructur1nq

Act1v1t1es Last 30 Days:
Chr1s Turner and Marek Grzybowsk1 after the departure of Russ Brown cont1nued work1ng
T&D Assoc1at1on on the development of the management tra1n1ng programs for the PDCs
new proposal 1nclud1ng some of Marek's 1deas on the program organ1zat10n has been
presented to the Assoc1at1on 1n Apr1l. In result of the proposal and telephone
conversat10ns, Mr Beg1er, Deputy D1rector of T&D, v1s1ted us 1n Warsaw on Apr1l 26
presented a l1St of tra1n1ng pr1or1t1es agreed upon w1th the PDCs wh1ch 1S follow1ng
Pr1c1ng and regulat10n, 2) Management Development, 3) Market1ng and Customer Outreach,
Customer serV1ce, 5) Organ1zat10n Development and Human Resource Management.

I
I
I
I
I

TASK DESCRIPTION.
To ass1st the Pol1sh D1str1but10n Compan1es 1n the restructur1ng of the electr1c1ty
1ndustry 1nto commerc1ally v1able, customer or1ented and ult1mately pr1vat1zed f1rms
A long term adv1sor has relocated to Warsaw to coord1nate 1nter- and ~ntra-sector

ass1stance act1v1t1es, 1nclud1ng the 1nteract10n among the regulatory, generat10n,
transm1ss10n, d1str1but10n and 1ndependent power product1on 1nterests. Ass1stance to
the d1str1but10n sector w111 focus on development of 1nd1v1dual company tar1ffs
(serv1ce terms and pr1c1ng), reg10nal Integrated Resource Plann1ng, organ1zat1onal
development and techn1cal tra1n1ng, and pr1vat1zat10n plann1ng (buS1ness, corporate
governance, strateg1c).

w1th
A

He
1)
4)

Follow1ng the meet1ng w1th Mr Beg1er, Chr1s Turner and Marek Grzybowsk1 prepared a new
document "Ver1f1ed L1St of Tra1n1ng Programs", wh1ch w11l be faxed to T&D shortly for
further d1scuss10n.

\ management development tra1n1ng program 1S suggested by T&D for September - October 1996
as a p1lot 1n three compan1es, Gl1w1ce, Poznan and Torun. F1rst 1nterest 1S 1n Corporate
strateg1es, plann1ng and management 1nformat10n systems

Chr1s Turner and Marek Grzybowsk1 cont1nued work1ng on the presentat10n of our work
program 1n the table formate requ1red by USAID All the proJect tasks have been related
to the USAID strateg1c obJect1ve S 0 1.3 The new document has been approved by USAID
Warsaw

Marek rece1ved an 1nv1tat10n from the M1n1stry of Phys1cal Plann1ng and Construct1on, and
from the Nat10nal Agency of Energy Conservat10n to part1c1pate, as ERG's representat1ve,
1n the works of the Adv1sory Comm1ttee of the Management Tra1n1ng Program 1n the D1str1ct
Heat1ng 1ndustry The Comm1ttee w1l1 superv1se the 1mplementat10n of the tra1n1ng
program, the ToR's of wh1ch have been worked out by J1m W1lson and Marek under a prev10us
USAID contract The work of the Adv1sory Comm1ttee w111 requ1re Marek's part1c1pat10n 1n
a two week p1lot Management tra1n1ng program 1n Holland 1n late May, f1nanced by the Dutch
government The exper1ence ga1ned by Marek dur1ng th1s per10d w1ll be appl1cable to the
1mplementat10n of our proJect

Team

In May T&D 1S g01ng to call a Work1ng Team to superv1se work of Po11sh teams of
consultants a1med at prepar1ng p1lot methodology for tar1ff-mak1ng. Urgent tra1n1ng
program 1S to be des1gned and 1mplemented 1n late June for the members of the Work1ng
(approx 15 people) to ass1St them 1n the1r m1SS1on w1th the consultants

I

I
I

I
I
I
I

I
I

Status of Del1verables
L1st1ng of suggested power d1str1but10n company tra1n1ng programs are under preparat10n

Proposed Hear Term Act1v1t1es and Planned Travel (30-60 days)
Chr1s Turner, Marek Grzybowsk1, M1rek Duda w1ll travel to Poznan for the EPRI Least Cost
Plann1ng meet1ngs on May 15-16

I
I
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TASK DESCRIPTION

AC~1V1~1es Las~ 30 Days.

To ass~st the Pol~sh electr~c~ty ~ndustry by help~ng to fac~l~tate the appropr~ate

development of an ~ndependent power product~on (IPP) sector, ~nclud~ng ~nst~tut~onal,

contractual, techn~cal and f~nanc~al areas. A long term adv~sor has relocated to coord~nate

~nter-sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among IPPs and the
transm~ss~on, d~str~but~on and large customer sectors

Marek rece~ved an ~nvitat~on from the M~n~stry of Phys~cal Plann~ng and Construct~on, and
from the Nat~onal Agency of Energy Conservat~on to part~c~pate, as ERG's representat~ve,

~n the works of the Adv~sory Comm~ttee of the Management Tra~n~ng Program ~n the D~Btr~ct

Heat~ng ~ndustry. The Comm~ttee w~ll superv~se the ~mplementat~on of the tra~n~ng

program, the ToR's of wh~ch have been worked out by J~ W~lBon and Marek under a prev~ous

USAID contract. The work of the Adv~sory Comm~ttee w~ll requ~re Marek's part~c~pat~on ~n

a two week p~lot Management tra~n~ng program ~n Holland ~n late May, f~nanced by the Dutch
government The exper~ence ga~ned by Marek dur~n9 th~s per~od w~ll be appl~cable to the
~mplementat~on of our proJect

Sector

Poland
Req10nal Energy Eff1c1ency (180-0030)
Apr1l 1996
Task 3, Independent Power Product10n

Development and Demonstrat10n
Bechtel, Requlatory Reform and Energy
Restructur1nq

••

•·
IMPLEMENTOR

COUNTRY
PROJECT
'lONTB
TASK NUMBER,NAME

I
I

I
I

I

I
I

I status of De11verahles·

I
I

~roposed Near Term AC~1v1t1es and Planned Travel (30-60 days)

Marek w~ll part~c~pate ~n Work~ng Group for Tra~n~ng ~n the D~str~ct Heat~ng Sector ~n

Holland ~n late May

I
I
I
I
I
I
I
I



Status of Dellverables

Actlvdles Last 30 Days

ContinUing preparation of comments as requested by MolT

Proposed Near Term ActivitIes and Planned Travel (30-eO days)

Poland
Reg~onal Energy Eff~c~ency (180-0030)
March 1996
Task 1, Regulatory Organ1zat10n Development
Bechtel, Regulatory Refor.m and Energy Sector

Restructur1ng (Includes Long Ter.m Adv1sor)

Chns Turner Will travel to WashIngton on Apnl 30 to partiCipate In an AID review of the CEE/NIS project

On March 14, at the USArD Warsaw office the Bechtel Warsaw team gave a bneflng on the present status of the
Energy Law parliamentary diSCUSSion and discussed the draft of the Electrolek work-plan, which was presented by
MeSSieurs Ira Birnbaum and Larry Markel FollOWing the earlier diSCUSSions with Messrs FIlipiak and Andruszklewlcz
of the Poznan distribution company we suggested that there might be a potential for an Interestrng DSM pilot In
Poznan for conSideratIon In the Electrotek project Certain parts of the City of Poznan suffer from drops of voltage
In day peaks In result of InsuffiCient capacity of transformers and lines The Utility warns to study a POSSibility of
IntrodUCing peak shifting methods as an alternative to Investments In the system

Mirek Duda continued work within the MolT/ERG group of experts adVISIng MolT Vice MInister Herbert Leopold
Gabryo In the diSCUSSions with the 8e1m subcommission on the draft energy law, finished proposals of the offiCIal
positIon of MolT to all opInions and comments collected by the 8ejm subcommission on the draft energy law to be
submitted offiCially to the subcommiSSIon chairman, prepared comments to the next versIon of the 'White Book" on
further restructuring of the Polish power sector, and took part In a seminar on demonopollzatlon and priVatizatIon of
the power sector organized by MolT and Polish Power Gnd Co on March 12-13 In Warsaw, on request of MolT
prepared proposals of terms of reference for Energy Market Agency to be established In Warsaw as a commerCial
entity by MolT and energy sector enterprises In accordance with the energy policy gUidelines for Poland till 2010,
on request of Embassy of Sweden met Mr Blrger Karlsson, Second Secretary of the Embassy, and bnefed him
about Investment opportunities In the Poland's energy sector, on request of Embassy of Germany met
representatives of Western Germany States Bank (Westdeutsche Landesbank), Mr Manfred Kammans, Vice
PreSident for Structured FInance, and briefed hIm about Investment opportunities and conditIons In the energy
sector In Poland

Chns Turner met with John Omlglelskl of New York State ElectriC & Gas Corporation NY8EG has been provIdIng
assistance to the Polish generating companies under a contract that IS due to expire DISCUSSions of a preliminary
nature addressed the potential for follow-on work No conclusions

To assist In the creation/Implementation of the Polish Energy Regulatory Authorrty (ERA) to be established
upon passage of primary and secondary Energy Laws Near term, to assist the Energy Restructunng
Group (ERG) In developing further secondary legislation and regulations A long term advisor has relocated
to Warsaw to adVise the ERG and to assist In the development of the ERA Coordination with the World
Bank ESMAP program actIVities In training of ERA staff IS anticipated

ChriS Turner met with Rachld Benmessaoud of the World Bank (and with R Brown and J Blellkowskl of Arthur
Andersen - Warsaw) to discuss potential assistance In a privatization and rehabilitation project for the Rybnlk
Generating Station Formal request will be made In late Apnl

USAID EUR/DR/EI Monthly Summary Report
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ActiVities Last 30 Days
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The privatization support projects for the Gllwlce, Torun and Poznan distribution companies are underway Arthur
Andersen - Warsaw IS the lead subcontractor The Gllwlce project IS nearing completion of the first phase

ChriS Turner met with John Omlglelskl of New York State ElectriC & Gas Corporation NYSEG has been providing
assistance to the Polish generating companies under a contract that IS due to expIre DISCUSSions of a preliminary
nature addressed the potentIal for follow-on work No conclUSions

Poland
Reg10nal Energy Eff1c1ency (180-0030)
March 1996
Task 2, Ass1stance to D1str1but1on Company
Bechtel, Regulatory Refor.m and Energy Sector

Restructur1ng

On March 19-21 Turner, Grzybowski and Sosulska participated In a three day seminar organrzed by Commonwealth
EdIson under UPP program on the Customer Services The seminar attended by mid and lower rank managers of
all power dlstnbutlon companies aroused faIrly good response from the partiCipants It IS a good start for more
IntenSive work-shop type of traIning we are deSigning for the sector We suggested to Ms Elizabeth DOnlcht that

On March 14, at the USAID Warsaw office the Bechtel Warsaw team gave a briefing on the present status of the
Energy Law parliamentary dISCUSSion and discussed the draft of the Eleetrotek work-plan, which was presented by
MeSSieurs Ira BIrnbaum and Larry Markel FollOWing the earlier diSCUSSions with Messrs FIlIpiak and Andruszklewlcz
of the Poznan dlstrrbutlon company we suggested that there might be a potential for an Interesting DSM pilot In
Poznan for conSideratIOn In the Eleetrotek project Certain parts of the City of Poznan suffer from drops of voltage
In day peaks In result of InsuffICient capacity of transformers and lines The Utility wants to study a POSSIbility of
introdUCing peak shifting methods as an alternative to Investments In the system

Turner, Grzybowski and Sosulska travelled to Poznan on March 4 and 5 to a semInar organized by ZE Torun and
Eleetrotek to present the Torun Master Plan A general meeting of the T&D ASSOCiatIOn was also held on March 5
ThiS created an opportunity to run two meetings 1) with Messrs FilIpiak and R61,yckl, representing the Poznan
distributIon company. and 2) with Messrs Kuczkowskl, RUCInskI and RakoWleckl of the Torun distribution company
At both meetIngs. attended by Arthur Andersen people, we dealt with tImetable and scope of co-operation In the
two pnvatlzatlon pilot projects On March 13, at a meeting held In the Arthur Andersen office In Warsaw the final
detaIls of the Torufl project were approved by the utility Management team and a confidentiality agreement has
been signed between the parties ThiS meeting was attended also by Andy O'Neill. who Will assist us In the project
Implementation

Mirek Duda prepared comments to the next version of the 'Whlte Book' on further restructuring of the Polish power
sector, and took part In a seminar on demonopollzatlon and priVatization of the power sector organized by MolT
and Polish Power Grid Co on March 12-13 In Warsaw, on request of MolT prepared proposals of terms of reference
for Energy Market Agency to be established In Warsaw as a commercial entity by MolT and energy sector
enterprises In accordance with the energy policy gUidelines for Poland till 2010, on request of Embassy of Sweden
met Mr Blrger Karlsson, Second Secretary of the Embassy, and briefed him about Investment opportunities In the
Poland s energy sector, on request of Embassy of Germany met representatIVes of Western Germany States' Bank
(Westdeutsche Landesbank). Mr Manfred Kammans, Vice PresIdent for Structured Finance, and briefed him
about Investment opportunitIes and conditions In the energy sector In Poland

To assist the Polish Distribution Companies In the restructuring of the electricity Industry Into commerCially
viable, customer oriented and ultimately privatized fIrms A long term advisor has relocated to Warsaw to
coordInate Inter- and Intra-sector assistance actIVIties, IncludIng the Interaction among the regulatory,
generation, transmiSSIon, dlstnbutlon and Independent power production Interests ASSistance to the
distribution sector will focus on development of IndIVIdual company tariffs (service terms and pricing),
regional Integrated Resource Plannrng, organIzatIOnal development and technIcal tralnrng, and privatizatIOn
planmng (bUSiness, corporate governal}ce, strategic)

TASK DESCRIPTION
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ERG/Bechtel team may assist USEA In the future semInar arrangements, especially with the translatIons of slide
presentatIons and handout matenals It seems that the Polish presenters. whose role IS to transfer the expenence
from US travels. should be demanded more effort In preparing their presentations

On March 27. Russ Brown JOined our Warsaw team for a one week miSSion aImed pnmanly at assisting us to
deSIgn training programs for the dlstnbutlon sector The first draft proposal with the listing of the traIning programs
has been faxed to Mr Pazda. Director of the T& D Association and a meeting with him IS expected In April

Status of Dehverables

Detailed work plans for Internal RestructUring of three distribution compames have been proposed and accepted to
USAID and the companies Response to World Bank IS under review regarding coordinatIon for due diligence In
possible loans

Proposed Near Term ActIvities and Planned Travel (30-60 days)

Chns Turner Will travel to Washington on Apnl 30 to participate In an AID review of the CEE/NIS project



Status of Dehverables

Later project area Monltorrng developments In passage of Energy Law

Monltorrng developments In Poland

Proposed Near Term ActIvities and Planned Travel (30-60 days)

;:

Poland
Reg10nal Energy Eff1c1ency (180-0030)
March 1996
Task 3, Independent Power Product10n Development and

Demonstratl.on
Bechtel, Regulatory Reform and Energy Sector

Restructurl.ng

Chrrs Turner met with John Omrglelskl of New York State Electric & Gas Corporation NYSEG has been providing
assistance to the Polish generating companies under a contract that IS due to expire DIScussions of a preliminary
nature addressed the potential for follow-on work No conclusions

To assist the Polish electrrclty Industry by helping to facIlitate the approprrate development of an Independent
power production (IPP) sector, Including Institutional, contractual, techmcal and financial areas A long term advisor
has relocated to coordinate Inter-sector assIstance actIVities, Including the interaction among IPPs and the
transmiSSion, dlstrrbutlOn and large customer sectors

Activities Last 30 Days

USAID EUR/DR/EI Monthly Summary Report
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Poland
Reg10nal Energy Effic1en~ (180-0030)
Feb:r:uazy 1996
Task 1, Regulato:ty OrganJ.zat1on Development
Bechtel, Regulatory Refo:an and Energy Sector

RestructurJ.ng (Includes Long Term Adv'J.sor)

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

TASK DESCRIPTION

To ass~st ill the creat~on/~mplementat~onof the Pohsh Energy Regulatory Authonty
(ERA) to be estabhshed upon passage of pnmary and secondary Energy Laws Near tenn,
to ass~st the Energy Restructurmg Group (ERG) ill developmg further secondary
leg~slat~on and r~at~ons A long tenn adv~sor has relocated to Warsaw to adv~se the
ERG and to ass~st m the develoJ?lll61t of the ERA CoordJ.nat~on ~th the World Bank
ESMAP program act~VJ.t~es m trammg of ERA staff 1.S ant1.c1.pated

Act1v1t1es Last 30 Days

M:L.rek Duda took part m several meetillgs of MolT experts on the new energy law for
preparat1.on of the off1.c1.al ltUIllster1.al standpomt to many corrments from var1.0US l.nSt1.tut1.ons
and parhamentary experts

M1.rek also part~c~pated m two meetmgs of the SeJrn camu.ss~on on the Energy Law as head of
MolT experts The hrst seven art~cles of the ~overnrnental draft have been accepted w~th

only mlllor changes (legal) The most ~rrportant ~ssue of TPA has been left for a spec~al

meetmg next t1.me

M~rek took also part m several meetmgs of M~ster Gabryo I s group to fuscuss the "wlute
book" descriliillg the future model of the power sector operat~on The "willte book" has been
accepted by the MolT management M~rek presented ills own corrments to the draft and most of
ills cannents are to be illtroduced m the f~l vers~on

M~rek presented a paper on the new energy pol~cy for Poland at a serrunar on heat supply
development for Pol~sh ~c1.pal1.t1.es

M~rek had a meetillg w~th Janusz Rakowsh, Manager of the Inst~tute of the Power Engilleerillg
who was mterested ~n ERG ass~stance to develop a co-operat~on of ills l.nSt1.tute w~th EPRl Mr
Rakowsb ~s to sul::mJ..t the actual mfonnat~on about the l.nSt~tute for our cons~derat~on

Messrs Turner and Duda presented a br1.efmg on developments ill the Pol~sh leg~slat~ve

process regardm~ the Energy Law, to s~or USAID-Warsaw off~c1.als Clar~f~cat~on of certalll
concerns, pnmar1.lyover the role of the Energy Regulatory Author~tYI was acmeved Regular
brl.efmgs w~ll be scheduled

Status of De11verables

Contmumg preparatl.on of ccmnen.ts as requested by MOlT

Proposed Near Tenn Act1v1t1es and Planned Travel (30-60 days)

Mr Russ Brown, Bechtel, wl.ll travel to Warsaw ill late March/early Aprl.l to begm work on the
ERA trammg program Further efforts were undertaken wl.th USAID-Warsaw to defme
relat~onsillps among ene~ sector proJects (Bechtel, Electrotek, USEA, NYSEG, also ESMAP) and
w~th the AID Strategl.c ObJecbves ReVJ.sed targets were prepared Turner met Wl.th Robert
lchord early m February to reVJ.ew the Washillgton perspect1.ve

\tv



Status of Del~verables
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Arthur Andersen, Warsaw, carrJ.ed out the ~o:rmatJ.on-gatherlllgphase of the pr~vat~zatJ.on

proJect for the GlJ.wJ.ce ZE

Messrs Turner and GrzybowskJ. rev~ewed materJ.als and ~t~ated further def~tJ.on of
potent~al traJ.nlllg programs for electr~c~ty mstr:Lbut~on canparues, focused I?rJ.mar~ly on
management development ill support of pr~vat~zat~on for the sub-sector Meetlllgs are to be
held durmg March wJ.th the Assoc~at~on of T&D Canparues to establJ.sh pr~or~t~es and
schedules It 1.S ant1.c1.pated that sane of the trallll.Ilg w1.ll be lll-depth follow-up to
prev1.ously del~vered USEA-UPP (Cc:mnonwealth Emson) survey-level courses, III order to ~ld
on earl~er work w~thout unnecessary dupl~catJ.on

Poland
Reg1cnal Energy Eff1C1ency (180-0030)
February 1996
Task 2, Ass1stance to D1Stribut1on Ccn'pany
Bechtel, Regu.lato~ RefoDIl and Energy Sector

Restructur:Lng'
··
··

COUNTRY
PROJECT
IDNTH
tASK NUMBER, NAME
mPLEMENTOR

TASK DESCRIPTION

To ass~st the Pol~sh D~str:lbut~on Canparues ill the rest:ructurlllg of the electr~c~ty

illdustry illto ccmnerc~ally v~able, custaner or~ented and ult~matelypnvatHed furns
A long tenn adv~sor has relocated to Warsaw to coor~te lllter- and llltra-sector
ass~stance act~v~t~es, lllclu~S the illteract~on among the regulatory, generat~on,

transrru.ss~on, mstrJ.but~on and llldependent power product~on lllterests Ass~stance to
the mstr:lbut~on sector ~ll focus on development of lllfu~dual canpany tar~ffs

(serv~ce tenns and pr~cillg), res~onal Intesrated Resource Planrung, orgaruzat~onal

development and techru.cal trallll.Ilg, and pr~vat~zat~on planrung (busllless, corporate
governance, strateg~c)

ActJ.vJ.tJ.es Last 30 Days :

Marek GrzybowskJ. worked on the hannomzat~on of the work task schedules to reflect the
pr~vat~zat~onpr~orJ.t~es of Gl~w~ce, Poznan and Torun mstr~t~on canparues Co-or~t~on

of Arthur Andersen IS lllVolvement w~th the pr~vat~zat~on task force groups set ill the
canparues w~ll be a~eved through a ser~es of meetlllgs scheduled III March w~th Government
Plempotent~ary, T&D Assoc~at~on and Boards of Gh~ce, Poznan and Tonm

Messrs Turner and Duda met w~th Reman KUchkowskJ., Chaurnan of the Torun ZE, to fuscuss the
Energy Law and to further defme pr~vat~zat~onass~stance for Tonm ZE S~nularly,

fuscuss~ons were held w~th Staruslaw F~l1.p~ak, Cha~nnan of the Poznan ZE, for the same
pUXJ?Ose Arthur Andersen, Warsaw, worked ~th Turner and GrzybowskJ. to set the pr~vatJ.zat~on

assJ.stance llltO motJ.on for Torun and Poznan

Reports fran the Gl~w~ce, Poznan and Torun pr~vat~zatJ.onproJects, and from coordJ.natJ.on wJ.th
the T&D AssocJ.atJ.on, as matters progress

Proposed Near Tenn ActJ.v~bes and Planned Travel (30-60 days)

OngOlllg travel to the Gl~w~ce, Poznan and Torun Zes Attendance at workshops/senu.nars m
Warsaw, Poznan and Krakow durillg March Mr Andy 0 I Ne~ll, Bechtel ~ll travel to Warsaw ill
nud March to prov~de assJ.stance on the prJ.vatJ.zat~on work tmder thJ.s task Further efforts
were tmdertaken w~th USAID-Warsaw to defme relatJ.onshJ.ps among energy sector proJects
(Bechtel, Electrotek, USEA, NYSEG, also ESMAP) and wJ.th the AID StrategJ.c ObJect~ves
Re~sed targets were prepared Chns Turner met w~th Robert Ichord early III February to
rev~ew the WashJ.ngton perspect~ve
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Reports fran the Gllwlce, Poznan and Tonm prJ.vatlzatJ.on proJects, and fran coordJ.natJ.on Wlth
the T&D Assoclatlon, as matters progress

Proposed Near Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)

Ongmng travel to the G1J.wlce, Poznan and Tonm Zes Attendance at workshops/senunars J.n
Warsaw, Poznan and Krakow durmg March Mr Andy 0 I Nelll, Bechtel Wlll travel to Warsaw J.n
rtUd March to provlde asslstance on the prJ.vatJ.zatJ.on work under tills task Further efforts
were undertaken wlth USAID-Warsaw to defJ.ne relatJ.onsmps arrong energy sector proJects
(Bechtel, Electrotek, USEA, NYSEG, also ESMAP) and wJ.th the AID Strateglc ObJectlves
Revlsed targets were prepared ChrlS TuIner met Wlth Robert Ichord early J.n February to
reVlew the WashJ.ngton perspectlve

Arthur Andersen, Warsaw, carrJ.ed out the J.nfO:rmatlon-gatherJ.ng phase of the prlvatlzatlOI1
proJect for the GllWJ.ce ZE

Messrs Tunler and GrzybowskJ. revJ.ewed maten.als and J.nJ.tJ.ated further deflllltJ.on of
potentlal traJ.Illl1g programs for electrJ.clty dJ.striliutJ.on ccmpanJ.es, focused J?rJ.marJ.ly on
management development J.n support of pn.vatlzatlon for the sub-sector MeetJ.ngs are to be
held durJ.ng March wJ.th the Assoclatlon of T&D Ccmpanles to establlsh prlorJ.tles and
schedules It J.S antlcJ.pated that sane of the traJ.nJ.ng mIl be J.n-depth follow-up to
prevlously dellvered USEA-UPP (Ccmnonwealth Emson) survey-level courses, J.n order to muld
on earller work wlthout unnecessary dupllcatlon

Status of Dehverables

Poland
Reg10nal Energy Eff1c1ency (180-0030)
February 1996
Task 2, Assl-stance to D1StrJ.but10Il Company
Bechtel, Regulatory Refo:cn and Energy Sector

RestructurJ.ng
TASK DESCRIPTION

COUNI'Ry
PROJECT
'K>NTH
.cASK NUMBER, NMtfE
IMPLEMENTOR

To assJ.st the Po1J.sh DlstnbutJ.on CatpaIlles m the restructurmg of the electrlcJ.ty
mdustry mto cannerclally Vl.able, custaner onented and ultlmately prlvatJ.zed furns
A long term advJ.sor has relocated to Warsaw to coorchnate mter- and mtra-sector
assJ.stance actJ.Vl.tJ.es, mcludJ.n~ the mteractJ.on arrong the regulatory, generatJ.on,
transrrusslon, cll.stnbutlon and mdependent power productlon mterests AssJ.stance to
the cll.stnbutJ.on sector wlll focus on development of J.ncll.Vl.dual canpany tarJ.ffs
(servJ.ce terms and prJ.cJ.ng), ~lonal Int~ated Resource PlannJ.ng, organJ.zatJ.onal
development and technJ.cal traJ.nJ.ng, and pnvatlzatlon plannJ.ng (busJ.ness, co:rporate
gove:rnance, strateglc)

ActJ.VJ.tJ.es Last 30 Days.

Marek GrzybowskJ. worked on the hannoru.zatlon of the work task schedules to reflect the
prJ.vatJ.zatlon prlorltles of GlJ.WJ.ce, Poznan and Tonm dJ.StrJ.butlon canpan1.es Co-ordJ.natlon
of Arthur Andersen's mvolvement Wlth the pnvatJ.zatlon task force groups set J.n the
caI1panles wlll be achJ.eved through a senes of meetJ.ngs scheduled J.n March m th Governrnent
Pleru.potentlary, T&D Assoclatlon and Boards of Gllmce, Poznan and Tonm

Messrs Tunler and Duda met m th Ranan Kuchk.owskJ., Chanman of the Tonm ZE, to cll.SCUSS the
Energy Law and to further defJ.ne prJ.vatlzatlon asslstance for Torun ZE SlrtUlarly,
cll.SCUSS10ns were held wJ.th StanJ.slaw Fl1J.Plak, Chauman of the Poznan ZE, for the same
pUl:J?Ose Arthur Andersen, Warsaw, worked mth Tunler and GrzybowskJ. to set the prlvatJ.zatJ.on
assJ.stance J.nto motlon for Torun and Poznan

I
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later proJect area M0TI2tormg developments :m passage of Energy law
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Proposed Near Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)

Momtor:mg developments m Poland

Poland
Reg1anal Energy Eff1c1ency (180-0030)
Februazy 1996
Task 3, Independent Power ProduCt1on Development and

Dem:::mstrat1on
Bechtel, Regulatory Refo:r:m and Energy Sector

RestructurJ.ng

··
··
··
··

··
COUNTRY
PROJECT
'tONI'H

...'ASK NUMBER, NAME

IMPLEMENTOR

TASK DESCRIPTION

To ass2st the Po12sh electr2c2ty mdustry by helpmg to fac2l2tate the a~pro~r2ate

development of an mdependent power product2on (IPP) sector, mclud2ng mstltutlonal,
contractual, techru.cal and f2nanc2al areas A lon~ term advlsor has relocated to coordJ..nate
mter-sector ass2stance actlvltles, mclud:Lng the mteractlon among IPPs and the
transnusslon, <hstrlbutlon and laI:ge custaner sectors

Act~v~t~es Last 30 Days

Cont:mued mom.tor:mg and preparat20n of carments on proposals to modlfy the draft Energy law
now :m Par12ament

I
I
I
I
I
I
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I
I
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I COUNTRY
PROJECT
\fONTH

I
'l'ASK NUMBER,
IMPLEMENTOR

NAME

Poland
Reg10nal Energy Eff1c1ency (180-0030)
January 1996
Task 1, Regulatory Organ1zat10n Development
Bechtel, Regulatory Reform and Energy Sector

Restructur1ng (Includes Long Term Adv1sor)

I
I

TASK DESCRIPTION
To ass1st 1n the creat1on/1mplementat1on of the Pol1sh Energy Regulatory
Author~ty (ERA) to be establ~shed upon passage of pr1mary and secondary Energy
Laws Near term, to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng

further secondary leg1slat~on and regulat~ons A long term adv~sor has
relocated to Warsaw to adv~se the ERG and to ass~st ~n the development of the
ERA Coord1nat~on w~th the World Bank ESMAP program act1v~t1es 1n tra1n~ng of
ERA staff lS ant1c1pated

Duda and Grzybowsk~ cont~nued meet~ngs to establ~sh targets
eleCtr~c~ty sector ass1stance proJects, under the AID

ESMAP ProJect A ser~es of meet1ngs have been held w~th the ESMAP Consultants to
1n1t~ate the ERA lmplementat10n proJect The pr~nc1pal ~nterface w~ll be In the
Tra~n1ng area General def~n~t~on of tra~n~ng needs ~s proceed~ng under an
assumpt~on that there w~ll be a relat~vely 1ndependent ERA establ1shed w1thln SlX
months follow1ng passage of the Energy Law later th1s year Spec1flc tralnlng
defln1t1on w~ll have to reflect what actually happens ~n the parl~ament

I
I
I ActJ.v1t1es Last 30 Days

USAID-Warsaw Turner,
and ~nd1cators for the
Strateg1c ObJect1ves

I
I

M Duda took part In a meet1ng of MolT representat1ves wlth the power sector trade
un10ns, and presented there the approach that has been adopted 1n the draft energy
law concernlng the publlC ut111ty status of power enterprlses and ltS 1mpllcatlons
to employees After the meetlng the trade un~ons reslgned from the1r former pos1t1on
to 1ns1st on 1ntroduc1ng a prov1s1on str1ctly def1n1ng all power enterpr1ses as
publ1c ut~11t1es,

I
I
I
I
I

M Duda prepared and presented to the MolT management a paper on poss1~le ways of
pr1vat1zat10n of power enterpr1ses that had been requ1red by M1n1ster SC1ersk1 The
management dec1ded to 1nclude the ma1n 1ssues of the paper 1nto a "wh~te book" on
demonopol1zat10n and pr1vat1zat10n of the Poland's power 1ndustry wh1ch lS to be
prepared by a PSE team,

Had several meet~ngs of a newly created V1cem~n1ster Gabrys'S task-force group for
rev~ew1ng the current status of the power ~ndustry and preparlng act~ons of MolT 1n
further restructur~ng and pr~vat1zatl0n of the ~ndustry The "wh1te book" lS to be a
leadlng document for the forthcom1ng dec1s10ns At present, the f1rst draft of the
document lS belng revlewed by the task-force group and representatlves of the power
enterprlses

On request of M1nlster SClerskl, started to work, as a coord1nator of all
mln1ster1al experts, In a MorT team for cooperat1on w1th the parl1amentary
comm1SS10n on the new energy law Prepared, together w1th some other ERG experts, a
rev~ew of the draft law prepared by representat~ves of Pol1sh mun1c1pa11t1es and
local self governments wh1ch lS to be d1scussed 1n the parllamentary comm~SS10n

Prepared some other papers on key lssues of the new energy law to be presented at
the meetlngs of the comm1SS1on,

I
I
I

Prepared comments on the lnceptlon report of the ESMAP team on establ1sh1ng the
Energy Regulatory Author1ty 1n Poland and then took part In several meet~ngs of the
team on des1gn1ng the scope and a schedule of cooperatl0n of the ESMAP team w1th the
ERG team related to ERA,

Took part 1n a meet1ng w1th Mr Andruszklewlcz, a chalrman of a task-force group for
prepar1ng d~str1but1on compan1es to fulf~l thelr future legal obl~gat~ons concernlng
lRPs w1th DSM A way of cooperat1on w~th the USAID team, lnclud1ng tra1n~ng

actlvlt1es and cooperat10n w1th other US organ~zatlons such as EPRl, has been
developed,

I
Took part 1n several meetlngs of MolT representatlves on a new energy prognosls that



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

lS to be prepared by MoIT to the Counc1l of Mlnlsters 1n two years r as 1t lS
requlred by the new energy law The new prognosls lS to be elaborate In cooperatl0n
wlth a PHARE team of speclallsts under a new PHARE proJect,

On request of the Assoclatlons of P011Sh C1Vl1 Englneers prepared a paper on the new
energy P011CY of Poland untl1 2010 to be presented at a semlnar of the assoclatl0n
In February thlS year

Status of Dellverables

Contlnulng preparatlon of comments as requested by MolT

Proposed Near Term Actlvltles and Planned Travel (30-60 days)

Addltlonal advlce and comments In conJunctl0n wlth the legls1atlve process of the
Energy Law Inltlal plannlng for tralnlng of Energy Regulatory Agency (coordlnated
wlth the ESMAP proJect)

END OF DOCUMENT
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

..
Poland
Reg10nal Energy Eff1c1ency (180-0030)
December 1995
Task 1, Regulatory Organ1zat1on Development
Bechtel, Regulatory Reform and Energy Sector

Restructur1ng (Includes Long Term Adv1sor)

:

TASK DESCRIPTION

To ass1st 1n the creat1on/1mplementat10n of the Pol1sh Energy Regulatory
Author1ty (ERA) to be estab11shed upon passage of pr1mary and secondary Energy
Laws Near term, to ass1st the Energy Restructur1ng Group (ERG) 1n develop1ng
further secondary leg1slat1on and regulat10ns A long term adv1sor has
relocated to Warsaw to adv1se the ERG and to aSs1st 1n the development of the
ERA Coord1nat10n wlth the World Bank ESMAP program act1vlt1es In tralnlng of

I
ERA staff lS ant1c1pated

Act1v1t1es Last 30 Days

I
I

I
I
I

Mlrek Duda took part 1n a meet1ng of offlclals from the Mlnlstry of Industry and
Trade and lead1ng enterpr1ses from the energy sector on settlng up cond1tlons for
contlnuatl0n of the work of the work of the task-force group of Po11sh experts for
energy secondary leg1slat1ve documents, the work w1ll be contlnued In 1996 1n
cooperat10n wlth US AID experts

M1rek Duda revlewed and prepared comments to the new electrlc1ty bulk tarlff system
for 1996 whlch foresees d1fferent1ated reglonal tarlffs for f1nal consumers, the new
system was to be va11d as of January 1, 1996, but because of delays ln the agreement
w1th the trade unl0ns 1tS 1mplementatl0n has been postponed to the flrst quarter of
1996

I
I
I
I

M1rek Duda prepared for Mln1ster SC1erskl's presentatlon of the governmental
document on energy p011Cy for Poland tll1 the year 2010 and took part as hlS back-up
advlsor In a meetlng of the par11amentary commlSS10n for the economlC systems and
lndustry devoted to dlScuss10n of the document, the document has been accepted by
the comm1SS1on and wll1 be recommended for adopt10n by the plenary seSS10n of the
SeJm (lower house of the Par11ament),

M1rek Duda prepared Mlnster SC1ersk1's presentatl0n of the new energy law for the
Plenary seSSlon of the SeJm wh1ch lS to take place on January 9 1996

M1rek Duda part1c1pated 1n a meetlng of MolT representatlves, as thelr adv1sor, w1th
power sector trade un10ns' representat1ves on the new electr1c1ty tar1ff system

Chrls Turner and Mlrek Duda assembled materlals and lnformatl0n for presentatl0n at
a USAlD Regulatory/Restructurlng ReVlew Meetlng In Wash1ngton, DC, Jan 4 and 5
(Subsequently cancelled)

I Status of De11verables
Cont1nulng preparatl0n of comments as requested by MolT

I
Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)

Addltl0nal advlce and comments In conJunctlon wlth the leglslat1ve process of the
Energy Law Inltlal plannlng for tralnlng of Energy Regulator Agency (coordlnated
wlth the ESMAP proJect)

I END OF DOCUMENT
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I
I
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To ass1St the Po11sh D1str1but10n Compan1es 1n the restructur1ng of the
electr1c1ty 1ndustry 1nto commerc1ally v1able, customer or1ented and
ult1mately pr1vat1zed f1rms A long term adv1sor has relocated to Warsaw to
coord1nate 1nter- and 1ntra-sector ass1stance act1v1t1es r 1nclud1ng the
1nteract10n among the regulatoryr generat10n, transm1ss10n, d1str1but1on and
1ndependent power product10n 1nterests Ass1stance to the d1str1but10n sector
w1ll focus on development of 1nd1v1dual company tar1ffs (serv1ce terms and
pr1c1ng), reg10nal Integrated Resource Plann1ng, organ1zat10nal development
and techn1cal tra1n1ng, and pr1vat1zat10n plann1ng (bus1ness, corporate
governance, strateg1c)

I
I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

TASK DESCRIPTION

Poland
Reg10nal Energy Eff1c1ency (180-0030)
December 1995
Task 2, ASS1stance to D1str1but10n Company
Bechtel, Regulatory Refor.m and Energy

Sector Restructur1ng

I
I
I
I
I
I
I
I

Act1v1t1es Last 30 Days

M1rek Duda rev1ewed and prepared comments to the new electr1c1ty bulk tar1ff system
for 1996 wh1ch foresees d1fferent1ated reg10nal tar1ffs for f1nal consumers, the new
system was to be va11d as of January 1, 1996, but because of delays 1n the agreement
w1th the trade un10ns 1tS 1mplementat10n has been postponed to the f1rst quarter of
1996

M1rek Duda prepared M1nster SC1ersk1's presentat10n of the new energy law for the
Plenary seSS10n of the SeJm wh1ch 1S to take place on January 9 r 1996

M1rek Duda part1c1pated 1n a meet1ng of MolT representat1ves, as the1r adv1sor r w1th
power sector trade un10ns' representat1ves on the new electr1c1ty tar1ff system

Messrs Turner, Grzybowsk1 and Duda attended a ser1es of meet1ngs to coord1nate
efforts w1th the new Electrotek Energy Eff1c1ency proJect USAID was represented by
Robert Archer (Wash1ngton) and Maryla Jakubow1cz (Warsaw) Larry Markel and
Jenn1fer Fagan represented the Contractor Meet1ngs 1ncluded the Po11sh Power Gr1d
Company, the M1n1stry of Industry and Trade the Assoc1at10n of Transm1ss10n and
D1str1but10n Compan1es Po11sh Foundat10n for Energy Eff1c1ency (FEWE), Prof
Popczyk, and P10tr Kukurba from the Gl1w1ce d1str1but10n company Var10US proposals
for DSM proJects were d1scussed w1thout a clear consensus for 1mplementat10n

Messrs Turner and Grzybowsk1 met at Gl1w1ce on Dec 12 w1th P10tr Kukurba and
others to follow up on the request from GZE for pr1vat1zat1on ass1stance
Informat10n was prov1ded on the current state of restructur1ng of GZE 1nto 26
prof1t-center subsld1ar1es 1nvolved both 1n trad1t10nal ut1l1ty act1v1t1es and new
market 1n1t1at1ves Pend1ng approval, GZE w1ll be a selected company for
pr1vat1zat10n ass1stance as well as a further DSM demonstrat10n proJect under the
Energy Efflclency ProJect The extent of pr1vat1zat10n work lS under assessment,
wlth recogn1t10n of the requlrement that results from such work be transferrable to
the rest of the sector

I Messrs Turner Grzybowsk1 and B1ellkowskl (Arthur Andersen-warsaw) d1scussed and
developed a more deta1led work plan, schedule and budget for two maJor actlv1t1es
under thlS Task Restructurlng of a d1strlbut1on company (assumed to be Torun), and
pr1vat1zat1on asslstance (assumed to be Torun, Gllwlce and Poznan)

II Status of Del1verables

I
I
I

Deta1led work plans for 1nternal Restructurlng of a d1str1but10n company and for
pr1vatlzatlon ass1stance to selected companles are under reVlew

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)

Analysls of customer serVlce quest10nnalre and (probable) extenslon to a US
component C Turner wll1 cont1nue w1th USAID and Electrotek 1n Wash1ngton, early



I January InJ.tJ.atJ.on
assumJ.ng approval of
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I END OF DOCUMENT

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

of restructurJ.ng and prJ.vat~zat10n ass1stance actJ.vJ.t1es,
work plans and select~on of representatJ.ve compan1es are
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
November 1995
Task 1, Regulatory Organ1zat10n Development

Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

TASK DESCRIPTION

To ass~st ~n the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Agency
(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng further
secondary leg~slat~on and regulat~ons A long term adv~sor has relocated to
Warsaw to adv~se the ERG and to ass~st ~n the development of the ERA
Coord~nat~on w~th the World Bank ESMAP program actlvlt~es In tralnlng of ERA
staff ~s ant~clpated

I ActJ.vJ.t1es Last 30 Days

I
I

Awaltlng materlals for

On request of MorT, Mlrek Duda part~c~pated In a meetlng wlth trade unlons from the
Pol~sh power sector and presented Justlf~catlon of the draft energy law concernlng
the legal status of energy enterpr1ses The trade unlons want M1n1ster Sc~erskl to
make self-correct10n to the draft law ~ntroduclng the term "pub11C utll~tles" for
all power enterpr1ses V1ce Mln~ster Gabrys promlsed to prepare an off~clal

pos~t10n of MorT on that 1ssue before the flrst readlng of the draft law In the S
wh1ch probably w~ll take place on December 20

M~rek Duda prepared for MJ.nlster Sc~ersk~ a paper on the role of l~gn~te mlnes and
11gn1te f~red power plants In the new energy pol~cy for Poland 2010 ThlS was
presented at a press conference at MorT held on November 9

The ERG/USArD team took part In a two day sem~nar organlzed by the Pollsh Power Grld
Company, held on November 7-8 In Warsaw The subJect of the sem1nar was competlt1on
and regulat10n In power lndustr~es ~n the UK, the USA and other countrJ.es

On November 7, M~rek Duda took part ~n a prel~m~nary meetlng of the parl~amentary

comm~SSlon for economy systems and ~ndustry on the energy pol~cy gUldel~nes for
Poland up to 2010 Mlrek made a presentatlon of maln lssues of the document and took
part ~n the d~scuss~ons afterwards The outcome of the meetlng was rather posJ.tlve
to the document although no flnal conclus~ons were made because of the prellmlnary
character of the meetlng

Status of Del~verables

Contlnu~ng preparatl0n of comments as requested by MorT

I
rev~ew on tar~ff methodology

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)

I
I
I
I
I
I

I
Add~t~onal spec1flcatlons of workplans, In conJunctlon wlth the leglslatlve process
of the Energy Law

I
END OF DOCUMENT
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Mr Stanlslaw Flllplak GoP plenlpotent~ary for restructur~ng of the power sector
suggested that we help ~n the pr~vat~zatlon of hlS dlstr~butlon company, Poznan

On November 15, at a sem1nar for market1ng managers of power dlstrlbutlon companles
M~rek Duda presented a paper on poss~ble ~mpact of the new energy law and the new
energy pollcy on the future act~v1t~es of power dlstr~butlon compan1es

The Torun request for co-operat1on lS well anchored 1n our work-program, ~t may also
enter ~nto scope of the new USAID Energy Efflc~ency Contract, It has been agreed
that we w111 further study the poss~b~l~t~es and co-ord1nate the effort w~th the
other programs Our V1S~t to Torun lS expected In December The program may start
In m~d January wlth a sem~nar presentatlon of Torun Master Plan

On November 30, Chr~s Turner, Marek Grzybowsk~ and Kuba B~el1kowsk~ (Arthur
Andersen) met w~th Marek Ruc~nsk1, ZE Torun D~rector of Economy to d1SCUSS Torun's
request for further USAID asslstance Mr Ruc~nsk1 h~ghl~ghted maJor pr10r1t1es for
co-operatlon a) external and 1nternal restructur1ng, b) tar~ff mak1ng, c) model
of Load Forecast~ng d) Econom1C Analys~s tools of ~nvestments

semlnar organlzed by Pol~sh Power Gr1d
The subJect of the semlnar was competlt1on
USA and other countrles

Poland
Reg10nal Energy Eff1c1ency (lBO-0030)
November 1995
Task 2, Increas1ng Serv1ces and Reduc1ng Costs 1n
Electr1c1ty D1str1but10n Compan1es
Bechtel, Regulatory Reform and Energy Sector
Restructur1ng

TASK DESCRIPTION
To ass~st the Pol~sh d~str~but~on compan~es ~n restructur~ngof the electr1c~ty ~ndustry ~nto

commerc~allyv~able, customer or~ented and ult~mately pr1vat~zed f~rms A long term adv~sor

has relocated to Warsaw to coordlnate ~nter- and lntra-sector asslstance actlvltles I

~nclud1ng the 1nteract~on among the regulatory, generat~on, transm1ss~on, d~str~but~on and
lndependent power productlon lnterests Asslstance to the dlstrlbutlon sector wlll focus on
development of lndlvldual company tarlffs (servlce terms and prlclng), reglonal Integrated
Resource Plann~ng, organ~zat~onal development and techn~cal tra1nlng, and pr~vat~zat10n

plannlng (bus1ness, corporate governance, strateglc)

On November 21, the ERGjUSAID team had a meet1ng w1th JUl1US W1lberg and Pawel
Kam~nsk~ from the World Bank on co-ord~nat~on of preparatory work for the new WB
loan for the power d~str1but1on compan~es ~n Poland The loan w111 go on
reconstruct10n, restructur1ng and pr1vat1zat10n of power dlstr1but~on compan1es 1n
Poland

Act1vltles Last 30 Days
The ERG/USAID team took part In a two day
Company, held on November 7-8 In Warsaw
and regulat~on ~n power ~ndustr~es 1n UK,

IMPLEMENTOR
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Torun Poznan and Gllwlce ~n1tlatlves for further asslstance and the~r w1111ngness
to cooperate encourages us to suggest some changes ~n our Work Program The three
enterprlses have a potentlal to become the ~ndustry progress leaders We bel~eve

our restructur~ng effort should be geared to the three and then rolled over to the
rest of the lndustry w~th a poss~ble asslstance of Torun, Poznan and GI~w~ce

experts

Marek Grzybowsk~ worked out a customer serv~ce quest~onnalre wh~ch was sent to all
d~str~butl0n compan1es It wll1 help to determ1ne the customer serVlce pract1ces
through the 1ndustry W~th1n a week we recelved answers from more than half of the
d~strlbutlon companles

Status of Dellverables

I Detalled work plan for lnternal Restructur1ng of a d~str1but~on company has been
proposed to USAID Response to World Bank ~s under rev~ew regard~ng coord~nat~on

for due dl11gence ~n poss~ble loans

I
I



I Proposed Near Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)
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I
I

Analys~s of customer serv~ce quest~onna~re and (probable) extens~on to a US
component C Turner wJ.ll cont~nue wJ.th USAID, Electrotech and ESMAP ~n Wash~ngton,

early January

END OF DOCUMENT
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COUNTRY

I PROJECT
'tONTH
...:'ASK NUMBER,NAME

I IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
November 1995
Task 3, Independent Power Product10n

Development and Demonstrat1on
Bechtel, Regulatory Reform and Energy

Sector Restructur1ng

I
TASK DESCRIPTION
To ass1St the Po11sh electr1c1ty 1ndustry by help1ng to fac1l1tate the
appropr1ate development of an 1ndependent power product1on (IPP) sector,
1nclud1ng 1nst1tut1onal, contractual, techn1cal and f1nanc1al areas A
long term adv1sor has relocated to coord1nate 1nter-sector ass1stance

I act1v1t1es, 1nclud1ng the 1nteract1on among IPPs and the transm1ss1on,
d1str1but1on and large customer sectors

M1rek Duda was asked by MolT to prepare a short presentat10n on a poss1ble 1mpact of
the new energy polJ.cy gU1de11nes and new energy law on the CHP plants 1n Poland He
made thJ.s presentat10n at a meet1ng of representatJ.ves of the Po11sh CHP Plants'
ASSOCJ.at10n w1th the par11amentary subcomm1ssJ.on on ownersh1p transformat10n of the
power 1ndustryI

I
ActJ.vJ.tJ.es Last 30 Days

M1rek Duda prepared for M1n1ster OC1ersk1 a paper on the role of l1gn1te mJ.nes and
l1gn1te f1red power plants 1n the new energy po11cy for Poland up to the year 2010
Th1s was presented at a press conference at MolT held on November 9

I

I
M1rek Duda part1c1pated 1n a meet1ng of representat1ves of MolT
from STEAG, a German power concern whJ.ch wants to 1nvest 1n the
1ndustry M1rek br1efed them on 1nvestment opportun1t1es 1n the
sector

w1th off1c1als
Po11sh power
Po11sh power

I Status of De1J.verables

Later proJect area Mon1tor1ng developments 1n passage of Energy Law

I Proposed Near Term ActJ.vJ.tJ.es and Planned Travel (30-60 days)

I MonJ.tor1ng developments 1n Poland

END OF DOCUMENT
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Development
and Energy

To ass~st 1n the creat~on/~mplementat~onof the Po11sh Energy Regulatory Agency
(ERA) to be estab11shed upon passage of pr~mary and secondary Energy Laws Near
term, to aSSl.st the Energy Restructur~ng Group (ERG) 1n develop1ng further
secondary leg1slat~on and regulat10ns A long term adv~sor has relocated to
Warsaw to advl.se the ERG and to ass~st 1n the development of the ERA
Coord1nat~on w1th the World Bank ESMAP program act~v~t1es 1n tra~n~ng of ERA
staff ~s ant~c1pated

I
I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

TASK DESCRIPTION

Act1v1t1es Last 30 Days :

Poland
Reg10nal Energy Eff~c~ency (180-0030)
October 1995
Task 1, Regulatory Organ1zat1on

Bechtel, Regulatory Reform
Sector Restructur1ng

I
I
I
I
I
I
I
I

Mr Ouda was deal~ng w1th preparatl.on for f1nal vers~on of the Energy Po11cy
GU1de11nes for the meet long of the Counc11 of Ml.n1sters He took part 1n the meet1ng
of representat~ves of the Un10n of Pol1sh Metropol1s and the Unl.on of B~g Po11sh
Cl.tloes dl.scussl.ng the draft of the Energy Law Presented the draft of the Energy
Poll.cy Gu~del~nes at the seml.nar ~n Szczyrk devoted to the l.ssues on energy
eff1cl.ency l.n Poland Took part ~n the sympos~um ~n Gdyn~a organ~zed by the lead1ng
Economl.C Journal as a panel1st representl.ng M1n SC1ersk1 on the pol~cy l.ssues 1n
Poland's power sector Took part 1n the meet1ng of the representat1ves of Pol1sh
energy sector w~th a representat~ve of OJ 17 of the European Unl.on Took part 1n
the fl.rst meetl.ng of the energy reform promotl.on comml.ttee 1n the power sector 1n
Poznan Took part ~n the f~rst meet~ng of the same subcomm1ttee on the energy low
wloth other ERG members and the members of the task-force group for energy secondary
legloslat10n

Mr Turner and Mr Ouda attended Sem~nar Regulatory structure Cons~deratl.ons for
Energy Industr1es ~n Prague, Czech Republ1c, Oct 9-11 Mr Turner gave a
presentat~on cover1ng a t1me-ser~es of ut1l1ty regulatory 1ssues and act10ns ~n the
US that are relevant to the Czech 1ndustry, and engaged the attendees 1n a
regulatory decl.s~on-makl.ng exerC1se

All partl.c~pated 1n a ser1es of meetl.ngs wloth USAID Warsaw and Wash~ngton staff to
develop a "strateg~c framework" for the electr1cl.ty l.ndustry The framework relates
act1Vl.tl.eS 1n the proJects funded by AID to the range of such proJects that l.nclude
other fundl.ng sources The electrl.cl.ty proJects contr1bute to spec~f1c measurable
targets for 1mproved l.nfrastructure serVl.ces, where the overall goal l.S expansl.on of
the pr1vate sectl.on 1n Poland The Bechtel group wl.ll act as coordl.nator for these
AID-funded proJects

Mr Turner attended the work1ng seSSl.ons of the Energy Restructurl.ng Group's Donors
Meetl.ngs and descrl.bed the Bechtel - USAID proJect and l.ts relatl.ons to the ongol.ng
ERG proJect Messrs Turner, Duda and Grzybowskl. attended the general seSSl.on No
fl.nal decl.sl.on has been reached as to the future of the ERG after March 31, 1996

I
I

Messrs Turner, Duda and Grzybowsk1 met wl.th Mr F1l~p1ak, GoP Plen~potent1ary for
Electr~c Sector Reform (on October 25, 1995) to dl.sCUSS the draft of the workplan
Fl.l~p~ak approved general goals and task descrl.ptl.ons Tar~ff development l.n
D~str1but10n Companl.es was agreed to be the fl.rst prl.orl.ty Fl.l~pl.ak w1l1
dl.strl.bute the draft of the workplan to all D~strl.butl.on companl.es for comments and
possl.ble l.nputs Mr Nowakowsk~ was present at the meetl.ng and recommended
proceedl.ng w~th the workplan but w1th more specl.fl.cs He also pOl.nted out that
Turner wl.ll have to be approved by the Pol~sh Ml.nl.stry of Inter~or for access toII confl.dentl.al data

status of De11verables

I
I



I
I
I
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I
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proposed Near Term Aetiv1t1es and Planned Travel (30-60 days)

Mr M~rek Duda w~ll cont~nue to ass~st the MolT and Mr F~l~p~ak In energy pol~cy

development Mr Turner w~ll part~c~pate ~n tar~ff development act~v~t~es w~th the
~ndustry group

END OF DOCUMENT
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On October 23, Messrs Turner, Duda and Grzybowsk1 met w1th PPGC off1c~als

Stan~slaw Proreba, member of the Board, and WOJc1ech Kulagowsk~, D1rector of Trad1ng
to d1scuss coord1nat10n of the proJect w1th the act1v1t1es of PPGC 1n Tar1ff Group
Ong01ng consult1ng and cooperat~on w~th the group and 1mplementat10n of the proJect
act1v1t1es related to tar1ff sett1ng ass1stance was agreed upon

All part1c~pated 1n a ser1es of meet1ngs w~th USAID Warsaw and Wash~ngton staff to
develop a "strateg1c framework" for the electr1c1ty 1ndustry The framework relates
act1v1t1es 1n the proJects funded by AID to the range of such proJects that 1nclude
other fund1ng sources The electr1c~ty proJects contr~bute to spec1f1c measurable
targets for 1mproved 1nfrastructure serV1ces, where the overall goal 1S expans10n of
the pr1vate sect10n 1n Poland The Bechtel group w11l act as coord1nator for these
AID-funded proJects

Act1v1t1es Last 30 Days
Mr Grzybowsk~ ~nvest~gated ava~lab~l~ty of stat~st~cal data needed to measure
electr~c~ty ~ndustry performance aga~nst targets, and began development of
spreadsheets for data track~ng and stat~st~cal analys~s

All met w~th Mr G~leck~, D1rector of Energy Informat~on Center on October 24 to
d1scuss ava111b1l1ty of the stat1st~cal data for the proJect ~mplementat~on

TASK DESCRZPTZON
To ass1st the Pol~sh d1str1but~on compan1es 1n restructur~ngof the electr1c1ty
1ndustry ~nto commerc1ally v1able, customer or~ented and ult~mately pr1vat1zed
f1rms A long term adv~sor has relocated to Warsaw to coord1nate ~nter- and
~ntra-sector aSs1stance act1v~t~es, ~nclud1ng the ~nteract~on among the
regulatory, generat10n, transm1ss10n, d1str1but~on and 1ndependent power
product~on ~nterests Ass~stance to the d1str1but~on sector w~ll focus on
development of 1nd~v~dual company tar~ffs (serv~ce terms and pr1c~ng), reg~onal

Integrated Resource Plann~ng, organ1zat~onaldevelopment and techn1cal tra~n~ng,

and pr1vat1zat~on plann~ng (bus1ness, corporate governance, strateg~c)

Poland
Reg10nal Energy Eff1c1ency (180-0030)
October 1995

Task 2, ASs1stance to D1str1but10n Compan1es
Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

COUNTRY
PROJECT
MONTH
TASK NUMBER,NAME
IMPLEMENTOR

I
I
I
I
I
I
I
I
I
I

I
I
I
I

Mr Turner attended the work1ng seSS10ns of the Energy Restructur1ng Group's Donors
Meet1ng and descr1bed the Bechtel - USAID proJect and 1ts relat10ns to the ong01ng
ERG proJect Mess~s Turner, Duda and Grzybowsk~ attended the general sess~on No
f1nal dec~s~on has been reached as to the future of the the ERG after March 31,
1996

Messrs Turner, Duda and Grsybowsk~ met w1th Mr F111p1ak, GoP Plen1potent~ary for
Electr~c Sector Reform (on October 25, 1995) to d~scuss the draft of the workplan
F~11p1ak approved general goals and task descr~pt~ons Tar~ff development ~n

D~str1but1on Compan~es was agreed to be the f~rst pr~or~ty F~l~p~ak w11l
d~str1bute the draft of the workplan to all D1str1but10n compan1es for comments and
poss1ble ~nputs Mr Nowakowsk~ was present at the meet1ng and recommended
proceed1ng w1th the workplan but w1th more speC1f1cs He also po~nted out that
Turner w111 have to be approved by the Pol1sh M1n1stry of Inter~or for access to
conf1dent~al data

Status of De11verables

I Workplan development w1ll cont1nue and w~ll refer to comments now be1ng collected
from d1str1but10n compan1es A workplan for further ~mplementat~on ass~stance to
the Torun d1str1but~on ut11~ty for 1tS Master Plan 1S under d1Scuss10n w~th

management of the ut11~ty

I Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)

I
Mr Turner w~ll cont1nue to develop workplans w1th the ass1stance of h1S Pol~sh

counterparts and ~ndustry sector representat1ves

I
END OF DOCUMENT
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TASK DESCRIPTION
To ass~st the Pol~sh electr~c~ty ~ndustry by help~ng to fac~l~tate the
appropr~ate development of an ~ndependent power product~on (IPP) sector,
~nclud~ng ~nst~tut~onal, contractual, techn~cal and f~nanc~al areas A long term
adv~sor has relocated to coord~nate ~nter-sectorass~stanceact~v~t~es, ~nclud~ng

the ~nteract~on among IPPs and the transm~ss~on, d~str~but~onand large customer
sectors

I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER,NAME

IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
October 1995

Task 3, Independent Power Product10n
Development and Demonstrat10n
Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

I
I
I
I
I
I
I
I

Act1vltles Last 30 Days
All part~c~pated ~n a ser~es of meetlngs w~th USAID Warsaw and Washlngton staff to
develop a "strateg1c framework" for the electr~c1ty ~ndustry The framework relates
act1v~t1es 1n the proJects funded by AID to the range of such proJects that 1nclude
other fund~ng sources The electr~c~ty proJects contr~bute to spec~f~c measurable
targets for 1mproved lnfrastructure serv1ces, where the overall goal 1S expans10n of
the pr~vate sect~on ~n Poland The Bechtel group w~ll act as coord~nator for these
AID-funded proJects

Mr Turner attended the work~ng sess~ons of the Energy Restructur~ng Group's Donors
Meet~ngs and descr~bed the Bechtel - USAID proJect and ~ts relat~ons to the ongo~ng

ERG proJect Messrs Turner, Duda and Grzybowsk~ attended the general sess~on No
f~nal dec~s~on has been reached as to the future of the ERG after March 31, 1996

Messrs Turner, Duda and Grzybowsk~ met w~th Mr F~11plak, GoP Plenlpotentlary for
Electr~c Sector Reform (on October 25, 1995) to dlSCUSS the draft of the workplan
Fll~p~ak approved general goals and task descrlpt~ons Tarlff development 1n
D1str1but~on Compan~es was agreed to be the f1rst pr10r1ty F1l1p~ak w~ll

d~strlbute the draft of the workplan to all Dlstr1but~on compan~es for comments and
poss~ble ~nputs Mr Nowakowskl was present at the meetlng and recommended
proceedlng wlth the workplan but w~th more spec~f~cs He also po~nted out that
Turner wl1l have to be approved by the Pol~sh M~n~stry of Interl0r for access to
conf1dent1al data

Status of Del1verables
Efforts wlll contlnue 1n Poland among lnterested part~es to develop a consensus for
a demonstrat~on proJect lnvolvlng a CHP/IPP and a selected d~str~but~on company,
lead1ng to a detalled workplan Pendlng further development 1nclud~ng selectl0n of
potentlal dlstrlbut~on compan1es for the demonstrat10n proJect, th1S Task lS on a
temporary hold

Proposed Near Term Act~v~t~es and Planned Travel (30-60 days)
Awalt1ng developments

I END OF DOCUMENT
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Status of Dehverables

END OF DOCUMENT

ActIvitIes Last 30 Days

Mr Duda prOVided a Situation bnefmg to Amoco Corp, and with Mr Turner to Air Products Corp

Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

Poland
Reg10nal Energy Eff1c1ency (180-0030)
September 1995
Task 1, Regulatory Organ1zat1on

Mr Turner will continue work on the workplan and In pulling together short-term team members for
assistance In Poland He Will partiCipate m a symposium, Toward Regulation of a Regulatory Structure to
Energy Industnes, m Prague, October 10 & 11

A detailed workplan for the regulatory legislation review and training tasks has been submitted to USAID,
assuming there is further movement toward passage of the Energy Laws Mr Mirek Duda Will contInue to
assist the MolT and Mr FIlipiak In energy policy development

Messrs Turner, Duda and Grzybowski met with the new USAID Representative, Ms Suzanne Olds, and Mr
Nicholas StudZinski and Ms Maryla Jakutowlcz, to prOVide a project bnefrng and to acquire Information
regarding USAID pnorltles

Mr Duda prepared and discussed with the ASSOCiatIOn of Electnclty Transmission and Distribution
Companies the actual status of the new energy law and subordinated secondary legislated documents
Together with ERG legal specialists he presented also the draft of the law on activities of local self
governments ThiS document goes against the draft of the law In some fields The association IS to
diSCUSS that Issue with the members of ParlIament from their service areas (lobbYing) Mlroslaw Duda
presented the new Energy Policy at the semmar rn Blelsko Blata that was organized by the Management of
Electnc Power Fare At Mr Sonck s request Mlroslaw Duda prepared outline of the Energy Policy
GUidelines for Poland In English to be presented at the Donors meeting In October

Energy Policy Document Mlroslaw Duda cooperated with the MInistry of Industry and Trade In preparing
JustificatIon and reviewIng comments from other Mlnlstnes and prepanng the offiCial stand pornt of the
Mmlstry of Industry and Trade to be presented by the MInister at the meeting of the Economic Committee
of Counsel MInisters (KERM) KERM expected the Energy Policy GUideline for Poland till the year 2010 and
recommended thiS document to the Government

To assist In the creation/Implementation of the Polish Energy Regulatory Agency (ERA) to be
established upon passage of pnmary and secondary Energy Laws Near term, to assist the Energy
Restructunng Group (ERG) In developmg further secondary legislatIon and regulatIons A long term
advisor has relocated to Warsaw to advise the ERG and to assist In the development of the ERA
CoOrdinatIOn with the World Bank ESMAP program actIvities m traIning of ERA staff IS anticipated

Mr Chns Turner relocated to Warsaw Ms Agnleszka Sosulska JOined the group at month end as Project
ASSistant

USAID EUR/DR/EI Monthly Summary Report

Proposed Near Term ActiVIties and Planned Travel (3060 days)

TASK DESCRIPTION
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PROJECT
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Proposed Near Term Activities and Planned Travel (30 - 60 days)

USAID EUR/DR/EI Monthly Summary Report

Mr Turner Will continue to develop workplans With the assistance of his Polish counterparts and Industry
sector representatives

Poland
Reg10nal Energy Eff1c1ency (180-0030)
September 1995
Task 2, Ass1stance to D1str1but1on Compan1es
Bechtel, Regulatory Refor.m and Energy

Sector Restructur1ng

Messrs Turner, Duda and Grzybowski met With the new USAID Representative, Ms Suzanne Olds, and Mr
Nicholas StudZinski and Ms Maryla JakubOWICZ, to proVide a project bneflng and to acquire Information
regarding USAID pnontles

TASK DESCRIPTION
To assist the Polish dlstnbutlon companies In restructunng of the electnclty Industry Into commercially viable,
customer onented and ultimately pnvatlzed firms A long term advisor has relocated to Warsaw to coordinate Inter
and Intra-sector assistance activitieS, Including the Interaction among the regulatory, generation, transmission,
distribution and Independent power production Interests Assistance to the distribution sector Will focus on
development of IndiVidual company tariffs (seNlce terms and pnclng), regional Integrated Resource Planning,
organizatiOnal development and technical training, and pnvatlzatiOn plannIng (business, corporate governance,
strategic)

Status of Dehverables
Workplan development Will continue A listing of potential near-term training courses Will be sent In early
October to the Polish Power TransmiSSion and Distribution ASSOCiation for InclUSion In a "needs assessment"
for the 33 dlstnbutlon companies A workplan for further ImplementatiOn assistance to the Torun dlstnbutlon
utility for ItS Master Plan IS under diSCUSSion With management of the utility

Messrs Turner, Grzybowski and Duda attended the USEA Utility Partnership Program Annual Planning and
Review meeting In Warsaw The sessions prOVide informatIon on UPP programs In Poland and other
Central and Eastern European countries Including the plans for Involvement With dlstnbutiOn companies
Project work plan actiVities Will reflect coordination with USEA

Messrs Turner, Duda, Grzybowski and Blellkowskl (Arthur Andersen) and Ms Sosulska attended the USEA 
UPP focused seminar on regulation, pnclng and utility integrating resource planning conducted by
Commonwealth Edison Company, In Torun Feedback from partiCipants was eliCited to assist In further
development of the training program for distribution companies

Activities Last 30 Days
Mr Chns Turner relocated to Warsaw Ms Agnleszka Sosulska JOIned the group at month end as Project
Assistant

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR
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Proposed Near Term ActIVIties and Planned Travel (30-60 days)
Mr Turner Will contrnue work on near term workplans

1iJ(

Poland
Reg10nal Energy Eff1c1ency (180-0030)
September 1995
Task 3, Independent Power Product1on Development and

Demonstrat10n
Bechtel, Regulatory Reform and Energy

Sector Restructur1ng

Status of Dehverables
Efforts Will continue In Poland among Interested parties to develop a consensus for a demonstration project
InvolVing a CHP/IPP and a selected distributIOn company, leading to a detailed workplan Pending further
development including selection of potential distribution companies for the demonstratIon proJect, thiS Task
IS on a temporary hold

Messrs Turner, Duda and Grzybowski met with Mr Janusz Ryk, Director, Polish ASSOCiatIOn of Professional
Heat and Power Plants, for further diSCUSSions concerning the status of the Energy law as It effects thiS
sub-sector

Messrs Turner, Duda and Grzybowski met with the new USAID Representative, Ms Suzanne Olds, and Mr
Nicholas StudZinski and Ms Maryla JakubOWICZ, to prOVide a project briefing and to acqUire Information
regarding USAID priorities

Activities Last 30 Days
Mr ChriS Turner relocated to Warsaw Ms Agnleszka Sosulska JOined the group at month end as Project
ASSistant -

TASK DESCRIPTION

To assist the Polish electricity Industry by helping to faCIlitate the appropriate development of an Independent power
production (IPP) sector, including InstitutIOnal, contractual, technical and financial areas A long term adVisor has
relocated to coordinate Inter-sector assistance activities, Including the interactIOn among IPPs and the transmission,
distribution and large customer sectors

IMPLEMENTOR
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MONTH
TASK NUMBER, NAME
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and Energy
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
August 1995
Task 1, Regulatory Organ1zat1on

Bechtel, Regulatory Refor.m
Sector Restructur1ng

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

TASK DESCR~PT~ON

To ass~st ~n the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Agency
(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Near
term, to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng further
secondary leg~slat~on and regulat~ons A long term adv~sor w~ll be placed ~n

Poland to adv~se the ERG and to ass~st ~n the development of the ERA
Coord~nat~on w~th the World Bank ESMAP program act~v~t~es ~n tra~n~ng of ERA
staff ~s ant~c~pated

Act1v1t1es Last 30 Days
Mr Chr~s Turner cont~nued preparat~on for h~s relocat~on to Warsaw ~n September for
h~s ass~gnment, and cont~nued work on the workplan and ~n mon~tor~ng developments ~n

Poland of progress toward passage of the Energy Laws

Status of Del~verables

A deta~led workplan for the regulatory leg~slat~on rev~ew and tra~n~ng tasks w~ll be
subm~tted to USAlD ~n September, assum~ng there ~s further movement toward passage
of the Energy Laws Mr M~rek Duda w~ll cont~nue to ass~st the MolT and Mr
F~l~p~ak ~n energy pol~cy development

Proposed Near Ter.m Act1v1t1es and Planned Travel (30-60 days)
Mr Turner w~ll relocate to Warsaw ~n early September

END OF DOCUMENT
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Act1v1t1es Last 30 Days
Mr Chr1s Turner cont1nued preparat10n for h1S relocat~on to Warsaw for h1S
ass1gnment, and 1S cont1nu1ng to develop workplans w1th the ass1stance of h1s Pol~sh

counterparts and 1ndustry sector representat1ves Wh1le 1n the US, Mr Turner met
w1th N~agara Mohawk Power Corporat10n to seek ass~stance 1n the IRP act1v1t~es

TASK DESCRIPTION
To ass~st the Pol~sh d~str~but~on compan~es ~n restructur~ng of the electr~c~ty

~ndustry ~nto commerc~ally v~able, customer or~ented and ult~mately pr~vat~sed

f~rms A long term adv~sor w~ll be placed ~n Poland to coord~nate ~nter- and
~ntra-sector ass1stance act~v~t1es, 1nclud1ng the 1nteract10n among the
regulatory, generat~on, transm~ss~on, d~str~but10n and ~ndependent power
product10n ~nterests Ass~stance to the d1str1but1on sector w~ll focus on
development of 1nd1v1dual company tar~ffs (serv1ce terms and pr~c~ng), reg10nal
Integrated Resource Plann~ng, organ1zat10nal development and techn~cal tra~n1ng,

and pr~vat1sat10n plann1ng (bus~ness, corporate governance, strateg1c)

I
I
I
I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
August 1995

Task 2, Ass1stance to D1str1but10n Compan1es
Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

I
I
I

Status of De11verables
Workplan development w~ll cont~nue A 1~st1ng of potent~al near-term tra1n1ng
courses w1ll be sent to the Pol~sh Power Transm1SS10n and D1str1but10n Assoc1at1on
for ~nclus10n 1n a "needs assessment" for the 33 d1str1but1on compan1es A workplan
for further ~mplementat10n ass1stance to the Torun d1str~but~on ut1l1ty for 1tS
Master Plan w~ll be subm~tted ~n early September

Proposed Near Ter.m Act1v1t1es and Planned Travel (30-60 days)

Mr Turner w1ll relocate to Warsaw 1n early September and cont1nue work1ng w1th the
ERG, USAID, and other energy groups He w1ll work to subm~t the draft workplan to
USAID ~n September

I
END OF DOCUMENT
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COUNTRY
PROJECT
MONTH
TASK NUMBER,NAME

IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
August 1995

Task 3, Independent Power Product1on
Development and Demonstrat10n
Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

TASK DESCRIPTION
To ass~st the Pol~sh electr~c~ty ~ndustry by help~ng to fac~l~tate the
appropr~ate development of an ~ndependent power product~on (IPP) sector,
~nclud~ng ~nst~tut~onal, contractual, techn~cal and f~nanc~al areas A long term
adv~sor w~ll be placed ~n Poland to coord~nate ~nter-sector ass~stance

act~v~t~es, ~nclud~ng the ~nteract~on among IPPs and the transm~ss~on,

d~str~but~on and large customer sectors

Act1v~t1es Last 30 Days
Mr Chr~s Turner cont~nued preparat~on for h~s relocat~on to Warsaw ~n September for
h~s ass~gnment, and w~ll cont~nue work on near term workplans Wh1le ~n the US, Mr
Turner met w~th the Un~ted States Energy Assoc1at10n (USEA), New York State Electr~c

& Gas Corporat10n, General Electr1c Company, and the Independent Power Producer of
New York (IPPNY) to coord~nate act~v~t~es ~n the generat~on sector and the Ut~l~ty

Partnersh~p Program

Status of Del1verables
Dur~ng August, efforts cont1nued ~n Poland among ~nterested part~es to develop a
consensus for a demonstrat10n proJect ~nvolv~ng a CHP/IPP and a selected
d~str~but10n company I lead~ng to a deta~led workplan ~n September

Proposed Near Ter.m Act1v1t1es and Planned Travel (30-60 days)
Mr Turner w~ll relocate to Warsaw ~n early September

BND OF DOCUMENT.
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COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
July 1995
Task 1, Regulatory Organ1zat10n

Bechtel, Regulatory Refor.m
Sector Restructur1ng

II
I
I
II
II
I
II
I
I
I
II
I

TASK DESCRIPTION
To ass~st ~n the creat~on/~mplementat~onof the Pol~sh Energy Regulatory Agenc'
(ERA) to be establ~shed upon passage of pr~mary and secondary Energy Laws Nea_
term, to ass~st the Energy Restructur~ng Group (ERG) ~n develop~ng further
secondary leg~slat~on and regulat~ons A long term adv~sor w~ll be placed ~n

Poland to adv~se the ERG and to ass~st ~n the development of the ERA
Coord~nat~on w~th the World Bank ESMAP program act~v~t~es ~n tra~n~ng of ERA
staff ~s ant~c~pated

Act1v1t1es Last 30 Days
Mr Pete Danforth, ProJec~Manager, Chr~s Turner, Bechtel and Jacqu1e DeRosa arr~ved

~n Warsaw on July 1st to meet w~th the AID ~n country m~ss~on, the Energy
Restructur~ng Group and the M~n~stry of Industry and Trade (MolT), and to ~ntroduce

Chr~s as the long term adv1sor D~scuss~ons centered on determ1n1ng the
requ1rements for ass1stance ~n Poland Mr Turner stayed ~n Poland unt~l July 20th,
work~ng w~th USAlD, the ERG and other groups to def1ne a deta~led workplan and to
outllne traln~ng actlvltles to begln th~s fall

Meetlngs dur~ng the perlod July 3-July 19 ~ncluded

Mr Slawomlr Krystek, General D~rector of Power Eng~neer~ng, Econom~c Soc~ety

"P011Sh Power Stat~ons," July 3, for an update on the generat~on sector

Mr Zb~gn~ew Kedzlersk~, Member of the Board, and Ms Margaret Klawe, Head of
lnternatl0nal Strategy D~v~s10n, Pol~sh Power Gr1d Company (PSE), July 3, for the
FSE outlook on sector reform

Mr Stanlslaw Flilplak, who has multlple roles as head of the Poznan d~str~but10n

company, head of the FollSh Power Transm~SSlon and Dlstr~but1on Assoclat10n and
Plenlpotentlary for Mln1stry of Industry and Trade (MolT) restructur1ng of the
electr1clty lndustry, July 4, to deflne areas for ass1stance, 1nclud1ng tarlff
development, Integrated Resource Plann~ng (IRP)r management traln1ng

Mr AndrzeJ Plerzak, Dlrector, MolT Department of Fuels and Energy, and Mr Jacek
Nowakowskl, Advlsor to the Mlnlster, MolT Energy Department r July 4 r for MolT
posltlons regardlng asslstance, coord~natlon, lndustry-level vs local company
needs

Ms Maryla Jakubow~cz USAlD, July 19, to rev~ew proJect status,
commun1catl0ns!reportlng needs near-term work plan prl0rlt~es, overall proJect
approach 1) help1ng to create and ~mplement the forthcom~ng Energy Regulatory
Agency (ERA) (rev~ew of prlmary and secondary leg~slatl0n, tra1nlng of staff)r2)
helplng to restructure the electrlc1ty lndustry by worklng wlth the d~strlbut~on

companles (tralnlng, analyt~cal tools, organlzat1onal change management, tar1ffs),
3) helplng to foster development of an lndependent power productlon (IPP) bus~ness

(demonstratlon proJect lnvolvlng all stakeholders, help on methodologles ~nclud1ng

avolded costs, transmlSSlon rates, contracts)

II
Status of De11verables

A detalled workplan for the regulatory leg1slat10n rev~ew and tra~n1ng tasks wll1 be
subm1tted to USAlD 1n August assum~ng there lS further movement toward passage of
the Energy Laws Mr M~rek Duda w~ll contlnue to ass1St the MoIT and Mr F111plak
~n energy p011Cy development

II Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Mr Chr~s Turner w111 prepare for hlS relocat~on to Warsaw ~n September for h~s

ass~gnment, and wll1 contlnue work on the workplan and ~n pull~ng together short-

I term team members for ass~stance ~n Poland Wh~le ~n the US, Mr Turner w111 meet
wlth the New York PubilC Servlce Commlss~on for the~r ~nterest ~n ass~st~ng the ERA
proJect

lEND OF DOCUMENT
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Act1v1t1es Last 30 Days
Mr Pete Danforth, ProJect Manager, Chr~s Turner, Bechtel and Jacqu~e DeRosa arr~ved

~n Warsaw on July 1st to meet w~th the AID ~n country m~ss~on, the Energy
Restructur~ng Group and the M~n~stry of Industry and to ~ntroduce Chr~s as the long
term adv~sor D~scuss~ons centered on determJ.n~ng the requ~rements for ass~stance

~n Poland Mr Turner stayed ~n Poland untJ.I July 20th, workJ.ng wlth USAID, the
ERG, the PolJ.sh Power Transmlss~on and D~strJ.but~on AssocJ.atJ.on and several
d~strJ.butlon companles (below) to deflne a prel~m~nary workplan and to outl~ne

traJ.nJ.ng and other actJ.vJ.t~es to begJ.n thls fall

TASK DESCRIPTION
To ass~st the Pol~sh d~str~but~on compan~es ~n restructur~ng of the electr~c~ty

~ndustry ~nto commerc~ally v~able, customer or~ented and ult~mately pr~vat~sed

f~rms A long term adv~sor w~ll be placed ~n Poland to coord~nate ~nter- and
~ntra-sector ass~stance act~v~t~es, ~nclud~ng the ~nteract~on among the
regulatory, generat~on, transm~ss~on, d~str~but~on and ~ndependent power
product~on ~nterests AssJ.stance to the d~str~butJ.on sector w~ll focus on
development of ~nd~v~dual company tar~ffs (serv~ce terms and pr~c~ng), reg~onal

Integrated Resource Plann~ng, organJ.zat~onaldevelopment and techn~cal tra~n~ng,

and pr~vat~sat~on plannJ.ng (bus~ness, corporate governance, strateg~c)

I
I
I
I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER,NAME
IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
July 1995

Task 2, Ass1stance to D1str1butJ.on Compan1es
Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

I
I
I
I
I
I
I
I
I
I
I

MeetJ.ngs durJ.ng the per~od July 3-July 19 ~ncluded

Mr Krzysztof Kucharskl and Mr Jakub BJ.elJ.kowskJ., Arthur Andersen & Co , Warsaw,
July 3 (both) and July 17 and 19 wJ.th Mr BJ.el~kowskJ., for overall status of the
J.ndustry, status of the ZE-Torun Master Plan and follow-up efforts, and work plan
defJ.nJ.t~on

Mr ZbJ.gn~ew KedzlerskJ., Member of the Board, and Ms Margaret Klawe, Head of
Internatlonal Strategy Dlvlslon, Pallsh Power Grld Company (PSE) , July 3, for the
PSE outlook on sector reform

Mr Stanlslaw F~llp~ak, who has multJ.ple roles as head of the Poznan dlstr~but~on

company, head of the Pollsh Power TransmlSSlon and Dlstr~butlon Assoc~at~on and
Plen~potent~ary for M~nJ.stry of Industry and Trade (MolT) restructur~ng of the
electrlc~ty lndustry, July 4, to def~ne areas for ass~stance, lncludJ.ng tarJ.ff
development, Integrated Resource Plannlng (IRP) , management tra~nlng

Mr AndrzeJ Plerzak, D~rector, MolT Department of Fuels and Energy, and Mr Jacek
NowakowskJ., Adv~sor to the MJ.n~ster, MolT Energy Department, July 4, for MolT
posJ.tJ.ons regard~ng assJ.stance coord~natlon, ~ndustry-Ievel vs local company
needs

Messrs Lewandowsk~, Rafalsk~, Trybus, Wawrzynosek and Ms Buk, all from the Upper
S~les~an Power D~str~butJ.on Company ~n GI~wJ.ce, July 5, to learn of ongo~ng energy
efflclency, customer servlce ~mprovement, and tarlff development efforts, also
prlorltJ.es lncludlng reform~ng electr~clty purchase and sale transact~ons and movJ.ng
ahead on pr~vatJ.sat~on

Messrs AndrzeJ Pazda, Plotr Beg~er and Artur RozanskJ. from the Pol~sh Power
Transm~sslon and DlstrJ.butJ.on Assoclatlon, July 6 ~n Poznan, to expand on the agenda
for assJ.stance ~n the d~strJ.butJ.on sector, ~ncludlng traJ.nlng programs, tar~ffs,

market and load research, pr~vatJ.sat~on

Mr WOJcJ.ech TabJ.s, General DJ.rector, and Mr Adam AndrzeJewskJ., EconomJ.cs D~rector,

ZJ.elona Gora dlstrJ.but~on company (ZZE) , July 7 at Z~elona Gora, to dlscuss
assJ.stance needs for a smaller ut~llty, ~nclud~ng econom~c research techn~ques, lRP,
tarJ.ffs

Mr Roman Kuczkowskl, Chalrman, Torun d~str~but~on company, July 12, to dJ.scuss
follow-up to earller Master Plan, also current needs for help J.n IRP model~ng,

tarlffs and commun~cat~ons w~th customers about tar~ffs, contracts w~th large



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

customers, ~nternal/external restructur~ng ~ssues ~nclud~ng management
tra~n~ng/acceptanceof change

Ms Maryla Jakubow~cz, USAID, July 19, to rev~ew proJect status,
commun1cat10ns/report~ngneeds, near-term work plan pr~or1t~es, overall proJect
approach 1) help1ng to create and 1mplement the forthcom~ng Energy Regulatory
Agency (ERA) (rev1ew of pr~mary and secondary leg1slat~on, tra~n1ng of staff) ,2)
help1ng to restructure the electr1c1ty ~ndustry by work~ng w~th the d~str1but~on

compan~es (tra~n~ng, analyt1cal tools, organ~zat~onal change management, tar1ffs),
3) help~ng to foster development of an ~ndependent power product~on (IPP) bus~ness

(demonstrat1on proJect 1nvolv~ng all stakeholders, help on methodolog1es 1nclud1ng
avo1ded costs, transm~SS1on rates, contracts)

Status of De11verables
Workplan development w111 cont~nue A l~st~ng of potent~al near-term tra~n~ng

courses w~ll be sent to the Pol~sh Power Transm1ss~on and D~str~but~on Assoc1at1on
for 1nclus1on ~n a "needs assessment" for the 33 d~strJ.but~on companJ.es A workplan
for further 1mplementat~on assJ.stance to the Torun dJ.strJ.but~on ut111ty for 1tS
Master Plan w111 be subm~tted ~n early September

Proposed Near Ter.m Act1v1t1es and Planned Travel (30-60 days)
Mr Chr1s Turner w111 prepare for h~s relocat~on to Warsaw for h~s ass~gnment, and
w1ll cont1nue to develop workplans w1th the ass1stance of h1S Pol~sh counterparts
and 1ndustry sector representatJ.ves WhJ.le ~n the US, Mr Turner w~ll meet w1th
N1agara Mohawk Power Corporat~on to seek ass~stance J.n the IRP act1v1t1es

END OF DOCUMENT
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TASK DESCRIPTION
To ass1St the POl1Sh electr1c1ty 1ndustry by help1ng to fac1l1tate the
appropr1ate development of an 1ndependent power product1on (IPP) sector,
1nclud1ng 1nst1tut1onal, contractual, techn1cal and f1nanc1al areas A long term
adv1sor w111 be placed 1n Poland to coord1nate 1nter-sector aSs1stance
act1v1t1es, 1nclud1ng the 1nteract1on among IPPs and the transm1ss10n,
d1str1but1on and large customer sectors

I
I
I
I

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME

IMPLEMENTOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
July 1995

Task 3, Independent Power Product10n
Development and Demonstrat10n
Bechtel, Regulatory Refor.m and Energy
Sector Restructur1ng

I
I
I
I
I
I

Act1v1t1es Last 30 Days
Mr Pete Danforth, ProJect Manager, Chr1s Turner, Bechtel and Jacqu1e DeRosa arr1ved
1n Warsaw on July 1st to meet w1th the AID 1n country m1SS10n, the Energy
Restructur1ng Group and the M1n1stry of Industry and to 1ntroduce Chr1s as the long
term adV1sor D1SCUSS1ons centered on determ1n1ng the requ1rements for ass1stance
1n Poland Mr Turner stayed 1n Poland unt11 July 20th, work1ng w1th USAID, the
Energy Restructur1ng Group, and the Pol1sh Assoc1at10n of Profess10nal Heat and
Power Plants to def1ne a demonstrat1on proJect process to beg1n th1S fall

Meet1ngs dur1ng the per10d July 3-July 19 1ncluded

Mr Janusz Ryk, D1rector, Pol1sh Assoc1at10n of Profess10nal Heat and Power Plants,
July 3 and July 19, to def1ne areas of ass1stance and to further spec1fy a process
for 1mplementat1on of a demonstrat10n proJect 1nvolv1ng the full range of 1ssues
between a w1111ng d1str1but1on company and an 1ndependent generat10n proJect

Mr Slawom1r Krystek, General D1rector of Power Eng1neer1ng, Econom1c Soc1ety
"pol1sh Power Stat10ns," July 3, for an update on the generatJ.on sector

Mr AndrzeJ P1erzak, D1rector, MoIT Department of Fuels and Energy, and Mr Jacek
Nowakowsk1 AdvJ.sor to the M1n1ster MolT Energy Department, July 4, for MolT
posJ.t10ns regardJ.ng ass1stance, coord1nat1on, 1ndustry-Ievel vs local company
needs

Status of DelJ.verables
Dur1ng August, efforts wJ.Il contJ.nue 1n Poland among J.nterested part1es to develop a
consensus for a demonstrat10n proJect 1nvolvJ.ng a CHP/IPP and a selected
dJ.str1but10n company, leadJ.ng to a detaJ.led workplan 1n September

Ms Maryla Jakubow1cZ, USAID, July 19, to reV1ew proJect status,
commun1cat1ons/report1ng needs, near-term work plan pr1orJ.tJ.es, overall proJect
approach 1) helpJ.ng to create and J.mplement the forthcomJ.ng Energy Regulatory
Agency (ERA) (revJ.ew of prJ.mary and secondary legJ.slat1on, tra1n1ng of staff) ,2)
helpJ.ng to restructure the electr1c1ty J.ndustry by work1ng w1th the dJ.str1but10n
compan1es (traJ.n1ng, analytJ.cal tools, organJ.zat10nal change management, tar1ffs),
3) help1ng to foster development of an 1ndependent power productJ.on (IPP) busJ.ness
(demonstrat10n proJect J.nvolv1ng all stakeholders, help on methodolog1es 1nclud1ng
avo1ded costs, transmJ.SS10n rates, contracts)

I
I
I
I
I
I
I
I

Proposed Near Term Act1v1t1es and Planned Travel (30-60 days)
Mr Chr1s Turner w11l prepare for h1s relocat1on to Warsaw
ass1gnment, and WJ.ll contJ.nue work on near term workplans
Turner w111 meet w1th the Un1ted States Energy AssocJ.atJ.on
Electr1c & Gas CorporatJ.on to coord1nate actJ.v1tJ.es J.n the
Ut111ty Partnersh1p Program

END OF DOCUMENT
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Status of Dehverables
Overall work plan was submitted to USAID for review In May

To assist the Energy Restructuring Group (ERG) In Poland In developing further secondary legislation
and regulations A long term advisor will be placed In Poland to advise the ERG and to assist In the
development of an Energy Regulatory Agency (ERA) Coordination with the World Bank ESMAP
program activities In ERA establishment IS anticipated

Poland
Reg1ona1 Energy Eff1c1ency {lSO-DD30}
June 1995
Task 1,

Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

TASK DESCRIPTION

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Proposed Near Term ActivIties and Planned Travel (30-60 days)
Ms Jacqule DeRosa, USAID, Mr Pete Danforth, Project Manager, Bechtel, and Mr ChriS Turner, proposed
long term adVisor, plan to travel to Warsaw In July, to meet with the AID In country miSSion the Energy
Restructuring Group (ERG), and the MInistry of Industry to begm the task work for the new project, and to
Introduce Chns Turner as the long term adVisor

Activities Last 30 Days
Mr Pete Danforth, Project Manager, Bechtel, and Jacqule DeRosa, USAID, traveled to Warsaw In May, to
meet with the AID In country miSSion and the MInistry of Industry to discuss the new proJect, the long term
adVisor's role and the new TOR Also worked on the development of the work plan

I
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To be approved In the workplan by USAID
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Status of Dehverables
Work plan was submmed to USAID for review In May

Poland
Reg10nal Energy Eff1c1ency (180~30~)~ _
May 1995
Task ,

Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

COUNTRY
PROJECT
MONTH
TASK NUMBER,NAME
IMPLEMENTOR

Proposed Near Term ActivitIes and Planned Travel (30-60 days)
Mr Pete Danforth, Project Manager, Bechtel, and Mr Chns Turner, proposed long-term adVisor, plan to
travel to Warsaw In July, to meet with the AID In country miSSion and the Mlnrstry of Industry to begin the
task work for the new project, and to establish the long term adVisor

ActivitIes Last 30 Days
Mr Pete Danforth, Project Manager, Bechtel, traveled to Warsaw In May, to meet with the AID In country
miSSion and the MInistry of Industry to discuss the new project, the long term advisor's role and the new
TOR Also worked on the development of the work plan

TASK DESCRIPTION

I
I
I
I
I
I
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Status of Dehverables
Work plan will be submitted to USAID for review In mid May

Proposed Near Term Activities and Pranned Travel (30 60 days)
Mr Pete Danforth, Project Manager, Bechtel, plans to travel to Warsaw, to meet with the AID In country
miSSion and the MInistry of Industry to discuss the new project, the long term adVisor s role and the new
TOR

Poland
Reg10nal Energy Eff1c1ency (180-0030)
Apr1l 1995
Task ,

Bechtel, Regulatory Reform and Energy
Sector Restructur1ng

TASK DESCRIPTION

COUNTRY
PROJECT
MONTH
TASK NUMBER, NAME
IMPLEMENTOR

Activities Last 30 Days
Development of the work plan

I)
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