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I. Project Synopsis 
 

Project Title  Capacity Building for Sustainable Energy Regulation i n Eastern 
Europe and Central Asia 

Contract Number  2009/228300 

Countries:             Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan, 
Moldova, Tajikistan, Turkmenistan, Ukraine, Uzbekis tan 

I.1 Project Objectives 
The objective was to promote and advocate good and sound energy regulatory practices with special emphasis 
on strengthening energy efficiency measures (EE), the use of renewable energy sources (RES) and district 
heating (DH) in the Partner Countries of the INOGATE Programme. The project was supposed to allow for the 
transfer of best practices from the EU as well as from the Partner Countries themselves, and continues to 
strengthen the cooperation among the countries involved. 
Furthermore, the project aimed to educate relevant ministerial level decision makers and other stakeholders of 
these countries about the purposes and benefits of the involvement of energy regulatory organizations in 
sustainable energy development. 
 

I.2 Target Groups 
The primary target audience of the project was the employees of energy regulatory bodies and their peers from 
the relevant ministry departments. The project expanded its target audience when it comes to the educational 
workshops/training courses. The information and best practices shared through these activities are very relevant 
to other institutions (secondary target groups) involved in the energy sector such as: 
 

• Consumer advocacy groups 
• Other related governmental organizations such as competition or antitrust bodies 
• Research organizations involved in the energy sector 
• Specialized academic institutions, individual university professors or students specialized in the energy 

sector 
• Press/media representatives covering energy related news 

 
The geographical area of the project covers the following INOGATE Partner Countries: Armenia, Azerbaijan, 
Belarus, Georgia, Kazakhstan, Kyrgyzstan, Moldova, Tajikistan, Turkmenistan, Ukraine, and Uzbekistan 

I.3 Project Activities 
The project entailed the following types of activities: 
 

• Educational workshops/training courses 
• Exchange programmes 
 

Educational training was provided to both the primary and secondary target group, albeit with differentiation in 
terms of content in order to address the different levels of regulatory understanding of the audiences. Course 
instructors were current (practicing) and former energy regulators which allow the training course to focus equally 
on practical application and theoretical methodology and include the transfer of relevant direct experience. The 
training activities included preparatory homework, practical exercises, simulations, participant case studies, 
exams and systematic evaluation of the results. 
 
The technical exchange programmes allowed for the dissemination of hands-on experiences of applied regulatory 
practices. Exchange visits made it possible to differentiate between the various needs and expectations of the 
participants by scheduling tailor-made meetings with different peer organizations of the host country.  
At the same time exchange programmes relied on the experiences of EU member regulators for bringing in the 
relevant EU experience whenever it is applicable.  
  

I.4 Project management 
The project was implemented by the Energy Regulators Regional Association, a voluntary organization comprised 
of independent energy regulatory bodies primarily from the Central European and Eurasian region. The project is 
implemented in close collaboration with the INOGATE Technical Secretariat (ITS), the SEMISE Project ("Support 
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to Energy Market Integration and Sustainable Energy in the NIS") and the Energy Saving Initiative in the Building 
Sector in Eastern Europe and Central Asian Countries (ESIB). Overall guidance of the project was ensured by the 
INOGATE Country Coordinators and Working Group Members. 
The commencement date of the contract was March 10, 2010 and the period of execution of the contract was 
supposed to be 18 months. In July 2011 when it became clear that there would be project funds available upon 
the closure of the project, the team was granted an extension until December 31, 2011.  

I.5 Planned results 
The project aimed to create a network for information exchange and assistance among the energy regulators of 
the Partner Countries with the purpose of helping governments to improve the overall consistency of their energy 
policies and to better integrate regulatory tools into sectoral strategies and policies. 
 
The project was supposed to result in the transfer of information and best practices among the participating 
energy regulators and ministry representatives with special emphasis on strengthening energy efficiency 
measures (EE), the use of renewable energy sources (RES), district heating (DH) and common understanding of 
regulatory and market issues and practices, based on EU principles. 
 
It was to support the Partner Countries in establishing and/or strengthening independent energy regulatory bodies 
and in carrying out regulatory reforms in the field of energy efficiency, renewable energy sources and district 
heating. 
 
As a secondary target the project was to educate other target groups (consumer advocacy groups, research and 
academic institutions, press/media etc.) about the purposes and benefits of the involvement of energy regulatory 
organizations in sustainable energy development.  
 

II. Implemented project activities 

II.1 Training Course: Renewable Energy Regulation 

II.1.1 Introduction 

 
The INOGATE Training Programme: Renewable Energy Regulation was implemented in Belarus, Minsk on 
September 13-14-15, 2010 by the Energy Regulators Regional Association (ERRA). The event was attended by 
28 representatives from the National Regulatory Authorities and non-regulatory ministry representatives, involved 
in issues related to renewable energy resources from Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, 
Kyrgyzstan, Moldova, Tajikistan, Turkmenistan, Ukraine and Uzbekistan. The aim of the training was to obtain a 
good overview of the Energy and Climate Change Package of the European Union (targets, national action plans) 
and policy instruments for the promotion of the use of renewable energy resources. In particular, the programme 
also focused on regulatory tools to support renewable energy and demand response programmes.  
 
The course comprised introductory and advanced level components and covered the following issues:  
1. Energy and climate change package of the EU – intr oduced by a representative of DG Energy 
2. Environmental policy instruments and their use in  the energy sector 
3. Renewable energy and their grid integration – in troduced by a representative of a European 

system operator 
4. Czech country case study on RES regulation 
5. Hungarian country case study on RES regulation 
6. Demand response management 
7. Smart metering case study (Italy) 
 
In addition to the above, based on the suggestions by participants of the previous ERRA/INOGATE programmes 
the agenda of the programme included Brief Introduction of RES Potential and Status of Regul ation by Each 
Country  participating in the programme. Beside formal presentation the agenda included an Off-Class 
Teamwork Assignment  for the entire time of the Programme. Participants were asked to select between 3 essay 
topics to be developed by their teams throughout the 3 days:  
Assignment 1 – production incentive schemes to improve the competi tiveness of renewable electricity 
generation ;  
Assignment 2 – grid integration of massive renewable electricity ;  
Assignment 3 – certification of green electricity production. 
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II.1.2 Description of the Programme 

 
During the extensive programme of the 3-day course, participants were able to study the following broad aspects 
of energy regulation: 
 
DAY 1  
 
The Course was opened by welcoming comments by dr. Péter Kaderják, the Course Director, and by Jean-Eric 
Holzapfel, Chargé d’affaires to the EU Delegation to Belarus. The first presentation on the Agenda was on 
Energy and Climate Change Packages of the European Un ion  by Elena Rakova, Energy Expert of the EC 
Delegation to Belarus  which covered the reasons behind Energy and Climate Change Packages of the EU 
(growing consumption, climate change, exhaustibility of fossil fuels, growing costs of new gas and oil extraction 
etc) and pointed out the responses of the EU, such as Lisbon objective (targeting the market); Moscow objective 
(targeting the security of supply) and Kyoto objective (targeting the climate change). Then she stopped briefly on 
each of them and continued with RES targets of the Members states what has been achieved by 2005 and what 
is foreseen for 2020. Next was introduction of the EU 20-20-20 policy regarding reduction of greenhouse gases by 
20%; decrease of energy consumption by 20 % and increase of the share of RES in the energy mix by 20 %, 
these are the targets set by the EU by 2020. Finally she listed the recent European Energy Strategies and 
concluded her presentation with the main principles of the EU Energy Policy: sustainability, competitiveness, 
energy efficiency, deregulation and market based instruments; energy mix and gradual shift from fossil fuels to 
nuclear and renewable energy sources.  
 
The next presentation was on the Environmental Policy Tools and their Use in the Energ y Sector  by dr. 
Péter Kaderják, the Course Director . In his presentation dr. Kaderják draw the attention to the fact that the 
energy companies are multi-polluters of the environment and consequently have to bear external cost of damage 
they cause by their pollution to the welfare of the society. He also touched the issue of quantification and 
monetary valuation of external cost of damage. Then he provided a comparison of external cost of damage 
depending on the technology of energy production from which it became clear that the cost of damage is the 
lowest when energy is produced by biomass, wind and nuclear technologies. The energy policy makers should 
consider these external costs of damage and take measures towards a more sustainable electricity, transport and 
industrial system. If these costs are disregarded the public goods (air, soil, water quality, climate) loose in quality 
and occurs a distortion favouring non sustainable industries and technologies. Here comes into the picture the 
cost of reduction of emissions caused by polluters; this assumes that the producers have to switch to alternative 
energy resource or improve their technology in order to reduce the emissions. Internalization i.e. consideration of 
external cost of damage is possible by command and control regulation (prescribes emission ceilings for the 
industry) and market based instruments such as taxes; subsidies, tradable permits. Then dr. Kaderják showed an 
example on how the CO2 emissions are treated in the EU.. 
 
DAY 2 
 
The second day of the course was opened by the presentation on Regulatory tools to support renewable 
energy, evaluation of policy schemes by dr. Kaderjá k. He started his presentation with penetration of RES in 
Europe in the period of 2000 and 2007 pointing out that wind energy takes the lead and that since 2008 the new 
power plants have been mainly constructed on wind energy. dr. Kaderják also touched the issue of future 
scenarios for the EU power sector by 2050 developed by the European Climate Foundation with different 
percentage (from 34 to 80 %) of RES share in the total production. Then he continued with RES policy 
components. Among them dr. Kaderják listed the followings: General energy strategy – sets framework for RES 
(assessment of RES potential; national targets on RES; Climate, supply security, industrial development); Primary 
legislation (part of Energy Act, Electricity Act… or separate RES Act); Secondary legislation; Duties and tax 
policy; Choice of support mechanism; Licensing (should be simple); Tariffs (in case of obligatory feed-in); Green 
certification (Accounting, disclosure, tradability); Grid access and grid integration (forecasting, load following, 
balancing, grid access, grid reinforcement and related tariffs, metering); Identifying and combating non-cost 
barriers to RES penetration. Then he spoke about the market share mandates in the U.S.A. and EU. He also 
spoke about the decreasing tendency in the cost of renewable production due to development of different 
technologies some of which become competitive with the cost of non-renewable production. Then he briefly 
introduced the typology of RES support schemes: when price is fixed by regulator and quantity determined by the 
market (general purchase obligation at regulated prices); when quantity is fixed by regulator and price determined 
by the market (renewable energy quota obligation - tradable or non-tradable (i.e. non-tradable purchase rate 
requirements or  tradable renewable energy certificates)); when both price and quantity are determined by the 
market (indirect incentives for renewable energy purchase) and when both price and quantity are determined by 
regulator (limited purchase obligation for regulated quantity at regulated prices). He briefly introduced the support 
schemes applied in the EU: Feed-in tariffs, Renewable Portfolio Standards (RPS); combination of them and other 
policies. Later he explained the model of electricity feed-in tariff and how incentive for technological development 
should affect the decrease in the cost of renewable production. He also talked whether the feed-in tariffs should 
be differentiated or uniform and what should be the basis for feed-in tariffs and whether regulated prices or 
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bonuses should take place. The next issue was the quota obligation scheme. Then dr. Kaderják briefly introduced 
the model of green certificate trading which assumes 2 products: electricity and “renewable” attributes. 
 
The next on the agenda was the presentation of dr. Gábor Szörényi, Director of the Hungarian Energy Office 
on Renewable Support Scheme in Hungary . It focused on the different aspects of renewable energy support 
schemes introducing the aspects of EU Regulation, the general picture of ERRA countries and the Hungarian 
case. The general intention of presentation was highlighting the experiences with elements of renewable support 
schemes and giving practical advice on how to implement, operate, evaluate and enforce regulatory elements of 
support regime. 
The result of ERRA Comparative Survey in 2009 showed the “obligatory purchase + feed in tariff” system as 
preferred among ERRA member countries. Only 2 countries introduced the “green certificate” system. But, there 
are ERRA members, where renewable support scheme does not exist in the legislation and/or in the real practice. 
This survey showed the dominance of utilized hydro potential as more favoured renewable sources in ERRA 
region; these generation units were not necessarily installed under renewable support schemes, but in most 
cases during the time-period of the vertically integrated former model. There are limited ERRA members (mostly 
EU members) where – beside the hydro power – other renewable resources were also introduced; like wind, 
biomass, biogas. Among the analysed 19 countries (out of 28 ERRA members) 7 of them has more than 30% 
ratio of energy produced by renewable sources! The comparison of feed in tariff level demonstrates rather wide 
range of support level based on different technology and different energy policy of the countries. 
The second part of the presentation introduced the development of EU expectations’ based Hungarian renewable 
targets and support schemes. Some supported projects were presented as examples and the final results were 
explained. The new situation caused by the financial crisis was introduced with special focus on potential 
regulatory reaction. The evaluation of profitability (return) of renewable generation projects with Net Present Value 
model was introduced in detail, together with the result of the Hungarian calculation; estimated returns (pay back 
period) in case of different renewable technologies. 
The special treatment of wind generation in Hungary was highlighted especially the tender procedure for new 
wind capacity. Based on the experience of renewable projects under different support schemes and also 
evaluating the effect of new financial situation the Hungarian Regulator prepared a new concept for supporting 
renewable; this concept was introduced. 
In the third part of the presentation the main features of Renewable Energy Certificates (RECs) were explained. 
The different definitions of the RECs and the mechanism of a certificate system through tracking were introduced. 
The role, the meaning and the practical examples of electricity disclosure were demonstrated. The EU 
requirements and the role of Guarantee of Origin were also mentioned together some case studies showing the 
World-wide experience. 
Finally some practical recommendations were summarized for those who are in the phase of creation a 
renewable support system. 
 
The afternoon continued with a presentation by Gerhard Langeder, representative of E-Control GmbH,  
Austria on Establishing Feed-In Tariffs In Austria . Austria is the EU country with the highest renewable 
contribution to electricity generation. Hydropower accounts for the largest part of this, producing a total of 60% of 
total domestic electricity consumption. 
The share of subsidized green electricity (excluding hydropower) in electricity distributed through the public grid is 
about 8-9%. At 3.6%, wind power accounts for the lion’s share, just surpassing solid biomass (3.4%) and biogas 
(0.9%). Of the 55 TWh withdrawn from the public grid, 4.5 TWh were subsidised through feed-in tariffs set in the 
Green Electricity Act, while 0.9 TWh from small hydropower plants were purchased by the green electricity 
company. 
The total subsidy of green electricity is about 250 m EUR; this results from the feed-in tariffs minus the 
"normal“market prices and plus balancing energy cost for deviations from the schedules and administrative 
efforts.  
Despite these financial subsidies new technologies for the generation of green electricity do not significantly 
increase their competitiveness and remain above the market price. 
 
Further expansion of electricity generation from renewable energy sources is mainly possible for technologies as 
wind power and hydropower, which do not depend upon raw material availability. Electricity generation plants that 
use biomass and agricultural produce compete with other possible uses of these raw materials. 
 
Support system for green electricity: 
The green electricity support system is defined in the Austrian Green Electricity Act.  
The Austrian support scheme has some specialties in contrast to other EU feed-in systems: 

• Fixed feed-in tariff paid for each kWh produced, but politics moves towards investment grants (small 
hydro, black liquor, small PV) 

• A licensed, private Green Electricity Company acts as central clearinghouse for energy and financials 
• No state budget involved. Green Electricity Act states that all costs are paid by electricity consumers via 

retailers and grid tariffs (lump sum) 
 
The Green Electricity Act states that operators of renewable generating stations are to be paid fixed feed-in tariffs 
for electricity fed into the public grid. Deducting the market price from these feed-in tariffs yields the subsidy 
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component to be paid by the consumer, above the actual energy price (excluding balancing power and other 
subsidies). 
The electricity fed into the grid is bought by the licensed, private green electricity company at the feed-in tariffs in 
force at the time of contract signature. This electricity is assigned to traders through balance groups, as a 
percentage of their share in final energy consumption. 
 
CO2 cost of renewable energy support: 
One of the main aims of supporting the generation of electricity from renewable sources is to help reduce CO2 
emissions as a part of climate change programmes. Generating electricity at state-of-the-art combined cycle gas 
and steam power stations causes some 0.44 t of CO2 emissions per MWh produced (or 0.44 kg CO2/kWh). No 
CO2 is emitted when electricity is generated from renewable sources (hydro and wind), and emissions from 
sustainable forestry and agriculture are CO2-neutral, because they are recaptured during forest/crop growth. 
The CO2 reduction costs are calculated by dividing the subsidy per kWh (put simply, the feed-in tariff less the 
average market price) by the average emissions avoided by a modern combined cycle gas and steam generating 
station. 
On the basis of the average feed-in tariffs the renewable energy support gives rise to the CO2 avoidance costs. 
With the exception of small hydropower there are relatively high cost levels as compared to other approaches 
such as CO2 sequestration or the conventional Kyoto mechanisms (emission trading, Joint Implementation and 
Clean Development Mechanism). 
The Austrian Regulator E-Control regularly posts renewable electricity statistics on its website (www.e-control.at ). 
This information on market prices, renewable electricity output, compensation payments to generators, and 
balancing energy amounts and expenditure is updated on a quarterly basis. 
 
Conclusions from Austrian feed-in tariff system: 

• Feed-in tariffs offer a (too?) high security for investors 
• Feed-in tariffs usually do not stimulate cost reduction potentials 
• The investors´ expectations are often that all costs are covered by feed in tariffs even with less effective 

investments (additional subsidy for raw material) 
• Feed-in tariffs do not stimulate the dynamics of market instruments (competition, cost awareness, etc) 
• For these reasons investment grants are increasingly implemented 

 
DAY 3 
 
The third day of the course was opened by the presentation of dr. Gumersido Queijo from Red Electrica de 
Espana on Wind Energy Integration into the Energy Syst em. In his presentation dr. Queijo stopped on  the 
following issues: Renewable Energy in Spain Today; System Development and Access & Connection Issues; 
Operational Challenges for RES Integration; Wind Power Production Forecast; Wind Energy Variability; Network 
Congestions; Influence of Renewable Energy on Generation Reserves; Power Balance Feasibility; Voltage 
Control; CECRE: Control Centre for Renewable Generation; Real Time Production Control (GEMAS). At the end 
of his presentation the following conclusions have been made: wind energy in particular and RES in Spain have 
reached high penetration levels and they will continue to increase; the system would be unmanageable without 
controlling RES production; in Spain control and supervision of RES is an absolute need; the control centres 
CECRE and RESCC are the means to fulfil this need; CECRE improves the integration of RES making them 
compatible with security of supply, better and safer RES integration means that more RES energy can be 
integrated; CECRE and GEMAS complement complex off-line security analysis including transient studies with 
faster and easier static studies making real time simulations possible maximizing RES generation while keeping 
the system security; wind production forecasts are also a needed, tools for this can be tuned and improved only 
when RES production is monitored. The future challenges are balance feasibility, requirements for conventional 
generation, continuous voltage control, ancillary services requirements.  
Lessons learned from the Spanish experience of wind energy integration into the energy system are: 
1) RES production will develop quickly if a stable and attractive enough economic regulation is in place; feed-in 
tariffs are a very good model to achieve this; incentives added to the market price with cap & floor are also a very 
good alternative. The Regulator can design the system so as to achieve whatever desired goals. Wind technology 
is mature and in the next future will require less and less support.  An independent TSO is also probably required;  
2) Introduce mandatory Control and Supervision of RES as soon as possible. The scheme used in Spain could be 
a model to follow. Require RES plants to send real time production measurements to the TSO as well and other 
signals (wind speed, availability data…). Require RES plants to be able to follow reduction of production orders; 
3) Develop Wind Production Forecast tools adapted to your RES generation exact location and characteristics, 
Check continuously forecasts with real production data until forecast errors are minimized; 
4) Require fault-ride-trough capability (now is normal); 
5) Require Voltage Control Capabilities; 
6) Cooperate with neighbour TSOs and within TSO associations. 
 
The agenda continued with presentation of dr. Péter Kaderják on Demand Response Management 
Programmes . The classic problem of demand response lays in the followings: to meet high load requires the 
operation of expensive units; to manage low system load might be problematic in lack of sufficient regulation 
capacity; the purpose of DR programmes is to smooth the load curve; potential program participants: large and 
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small customers; cost of DR << cost of investment to meet peak demand. Weather-dependent generation is 
difficult to control; DR can increase system flexibility to respond to unpredicted changes in generation. Large 
consumers can provide short-run system flexibility in much the same way as generators do (many industrial 
processes are such that their electricity supply can be interrupted for a few hours without significant economic 
losses); so-called smart grids will allow an increased use of large scale automated demand response. In simple 
DR means a voluntary temporary adjustment of power demand taken by the end-user as a response to a price 
signal (market price or tariffs) or taken by counter-party based on an agreement with the end-user. Then dr. 
Kaderják stopped on 2 types of DR: Incentive-based (Direct load control; Interruptible/curtailable rates; 
Emergency Demand Response; Capacity Market Programs; Demand Bidding/Buyback Programs) and Time-
based rates (Time-of-Use Rates; Real-Time Pricing; Critical Peak Pricing). His presentation was concluded with 
barriers to DR programmes among which the followings were listed: utility’s revenue might decrease; metering, 
measurement, cost of installing smart meters; most small customers are on fixed rates; access to metered 
individual data for independent aggregators. 
 
The last presentation of the morning session was on the issue of Smart Metering – Experience of Italy by 
Ferruccio Villa from the Italian Energy Regulator . Composition of the presentation was the following:  
1. Smart metering issues: a) regulation in Italy; b) activities by European Energy Regulators;  
c) initiatives by the European Commission;  
2. Smart grids issues: a) regulation in Italy; b) activities by European Energy Regulators; c) initiatives by the 
European Commission. 
 
1. Smart metering issues: 
 
A  Regulation in Italy; 
The part of the presentation on smart metering issues depicted the role of the Italian Regulatory Authority for 
Electricity and Gas in the Italian institutional framework, in particular with respect to the regulation of the metering 
service. Once shown the status of the deployment or expected deployment of smart metering around Europe and 
the maturity level reached in Italy as far as demand response and electricity/gas smart metering in Italy are 
concerned, the presentation entered into details of the regulation of smart metering in Italy, illustrating: 
- main steps carried out before issuing the Regulatory Order (292/06) that introduced mandatory 

deadlines for the replacement of traditional meters with smart meters, minimum functional requirements 
and performance requirements 

- dates for mandatory deadlines 
- list of minimum functional requirements 
- list of performance requirements 
- regulatory drives in 2006 before issuing Regulatory Order 292/06 
- objectives behind the introduction of smart metering 
- rational behind the introduction of minimum functional requirements 
 
Then the presentation continued focusing on some actual data regarding smart metering systems in Italy: 
- status of installation and commissioning of smart meters at the end of 2008 (installation) and middle 

2009 (commissioning) for Italy and major DSOs 
- some data regarding the performance of smart metering systems, in particular: 

� a system performance of the smart metering system of Enel distribuzione (percentage of successful 
transactions within 24 and within 48 hours); annual percentage of Enel distribuzione of smart meters with 
a successful number of meter readings below a given threshold; the average time, at country level, for 
the activation and the de-activation of the supply; both services benefit from the use of smart metering 
systems. 

 
Smart metering systems are also used for management of bad payers, reducing from remote the available power 
until disconnection and re-connection after payment. 
Smart metering systems are also used in Italy for continuity of supply and voltage quality purposes. 
 
Then the presentation focused on one of the most import aspects: Time Of Use (TOU) tariffs and demand 
response. 
In Italy all smart meters for all consumers (regardless the fact they belong to regulated or to the free market) with 
available power lower than 55 kW (around 99%, include domestic) are being parameterized in order to be able to 
record consumptions according to three price-bands: peak, mid-level and off-peak, as shown to the picture below  
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On the other hand all smart meters for all consumers (regardless the fact they belong to regulated or to the free 
market) with available power higher than 55 kW (around 1%) have been parameterized by 2009 in order to be 
treated on interval metering basis (interval=1 hour). 
 
The presentation showed what was done by the Italian regulator for domestic consumers in the regulated market 
that have voluntarily chosen (around 0.2 millions) the TOU tariff (one price for the peak band and one price for the 
mid-level and off-peak bands together) until 30 June 2010. 
 
Then the presentation explained the recent initiative undertaken by the Italian regulator: mandatory TOU tariffs for 
all domestic consumers in the regulated market (around 25.5 millions at 30 June 2010) as from July 2010, with 
graduality. Also in this case it is envisaged one price for the peak band and one price for the mid-level and off-
peak bands together. 
 
Finally this part of the presentation showed: 
- the impact of smart metering on the metering tariff 
- some results of a survey made in 2010 (through CATI methodology) on the interest of LV consumers 

and their willingness to pay to have a remote (in house) display in the house and suitable information to 
implement demand-response 

- some interoperability issues including electricity smart meters and coming gas smart meters 
 
B  Activities by European Energy Regulators 
This part of the presentation showed the recent activities carried out by European Energy Regulators (ERGEG) 
on smart metering and the contents of the relevant documents: 
- in 2009 ERGEG published a Status Review (Status Review on Regulatory Aspects of Smart Metering 

(Electricity and Gas)) as of May 2009 - Ref. E09-RMF-17-03 19 October 2009); 
- in June 2010 ERGEG published a consultation paper on smart metering (An ERGEG Public Consultation 

Paper on Draft Guidelines of Good Practice on Regulatory Aspects of Smart Metering for Electricity and 
Gas - Ref: E10-RMF-23-03 10 June 2010); the conclusion paper is expected for end 2010/beginning 
2011. 

 
C Initiatives by the European Commission 
This part of the presentation showed and shortly explained the initiatives undertaken by the European 
Commission on smart metering issues: 
- Directive 2004/22/EC (Measuring Instruments Directive) 
- Directive 2006/32/CE (Energy Services Directive), in particular article 13 
- Standardization mandate M/441 to CEN, CENELEC and ETSI in the field of measuring instruments for 

the development of an open architecture for utility meters involving communication protocols enabling 
interoperability (12 March 2009) 

- Launch of the collaborative project “OPEN meter” funded under the Seventh Framework Programme 
FP7 (Grant Agreement 226369 of 4 December 2008) 

- 3rd energy package (Directive 2009/72/EC) 
 
2. Smart grids issues  
 
A  Regulation in Italy 
This part of the presentation explained actions adopted by the Italian Regulator on smart grids, in particular on the 
following issues: 
- Incentive scheme for demonstration projects on smart grids  
- Technical rules and economic conditions for connections  
- Smart metering 
- Time of use prices for all LV consumers 
- Demand response 
- Renewable generation incentivation 
- Electric vehicles 
- Continuity of supply regulation 
- Voltage Quality 
 
B Activities by European Energy Regulators 
This part of the presentation showed the recent activities carried out by European Energy Regulators (ERGEG) 
on smart grids and the contents of the relevant documents: 
- The “Position Paper on Smart Grids” which was available for public consultation on 17 December 2009 

(E09-EQS-30-04), and 
- The “Position Paper on Smart Grids - ERGEG conclusion paper” on 10 June 2010 (E10-EQS-38-05). 
 
C Initiatives by the European Commission 
This part of the presentation showed and shortly explained the initiatives undertaken by the European 
Commission on smart grids issues: 
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- by DG ENER: Launched by the European Commission DG ENER (formerly DG TREN) in October 2009 
a Task Force for the implementation of Smart Grids in the internal energy market. The mission of the 
“Task Force Smart Grids” is to advice the Commission on policy and regulatory directions at European 
level and to coordinate the first steps towards the implementation of smart grids under the provision of 
the Third Energy Package. Expert Groups are currently working on: 

� Functionalities of Smart Grid and Smart Meters (Expert Group 1); Regulatory recommendations for data 
safety, data handling and data protection (Expert Group 2); Roles and responsibilities of actors involved 
in the Smart Grids deployment (Expert Group 3). 

- by DG RESEARCH: European Electricity Grid Initiative (EEGI, officially launched on 3 June 2010) which 
is one of the European industrial initiatives for private-public partnerships in the framework of the 
Strategic Energy Technology Plan. The objective of EEGI is to implement a 9-year plan for research, 
development and demonstration about electricity grids, with planned current investments around 2 billion 
Euros. 

Finally the day concluded with presentations by 5 teams related to 3 assignments: 1) production incentive 
schemes to improve the competitiveness of renewable  electricity generation, 2) grid integration of 
massive renewable electricity, 3) certification of green electricity production  on which the participants of the 
course could have a chance to work in teams and prepare their solutions to the problems raised in the 
assignments. Thus the participants could apply in practice the knowledge and information they acquired during 
the 3-day training course. 

II.2 Workshop: Regulatory Implications of District Heating 

II.2.1 Introduction 

The 2-day workshop was supposed to present an overview of the situation and regulatory system in the district 
heating sector of participating Inogate partner countries. It took place on December 2-3, 2010 in Kiev, Ukraine. 
 
When preparing the agenda of the workshop the following consultations were conducted: 

1. thorough research of available ERRA resource materials covering district heating 
2. Consultations with Fortum, a major heat supply company of the Nordic countries, Russian and the Baltic 

Rim area. ERRA and Fortum are in the phase of conducting a benchmarking analyses of 5 ERRA 
member countries focusing on district heating pricing and regulatory policies 

3. Consultations with representatives of the United States Agency for International Development (USAID) 
understanding that this donor organisation has funded extensive research and analysis of the district 
heating sector of the CIS region 

 
Presenters and speakers of the workshop were selected based on the results of the above mentioned 
consultations. 
 
When selecting the appropriate target audience from the beneficiary countries, considerations for the nomination 
of 3 country representatives were as follows: 

• each country should designate a medium- senior- level regulatory representative involved in district 
heating issues (primary target audience) ; 

• each country should designate a non-regulatory ministry representative responsible for  district hear 
issues within the organisation (primary target audience); 

• each country was able to designate a third representative from the so-called extended group of 
stakeholders: senior level representatives of district heating companies or municipality representatives 
responsible for district heating issues (secondary target audience). 

 
Selection of the designated participants was conducted by observing the above criteria. 
 
The selection of venue (Kiev) turned out to be fortunate as the National Commission for Regulation of the 
Communal Services Market of Ukraine was established recently by a new law and generated interest and 
discussions. The fact that a separate body became responsible for the regulation of heat supply also attracted 
many local observers as well as media interest. 
 
The programme was promoted among all the INOGATE Partner Countries. The scopes of the proposed 
participants were as follows: 

•  medium or senior level regulatory representative of the regulatory commission  
• one other representative from the extended group of stakeholders, who is involved in aspects of 

renewable energy regulation or in the renewable energy industry, e.g. a representative of a utility 
producing renewable energy, a representative of the transmission system company, a representative of 
a sustainable energy centre, research/academic institution or the NGO community responsible for 
renewable issues. 

• non-regulatory ministry representative possibly involved in issues related to renewable energy 
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II.2.2 Description of the Programme 

 
During the programme of the 2-day workshop, participants were able to study the following broad aspects of 
energy regulation: 
Day 1 
The workshop was opened by welcoming comments by Dr. Valdas Lukosevicius, the Moderator, by Mr. Hans 
Rhein, Head of Section, EU delegation, Mr. Valerii Kalchenko, Commissioner, National Electricity Regulatory 
Commission of Ukraine (NERC) and Mr. Kyriakos Morfis, Team Leader of the INOGATE Technical Secretariat.  
 
The first presentation on the Agenda was delivered by Mr. Arto Nuorkivi, Independent Consultant, DH and CHP 
expert, Energy-AN Consulting on District Heating (DH) sector in Finland . Mr. Nuorkivi presented the main 
characteristics of DH sector in Finland. Finland is the coldest country in the European Union (EU) with well 
established and large DH sector. It covers 47 % of heat market, 71.4 % of DH is produced in cogeneration mode, 
fuel mixture (natural gas, coal, peat, wood and others ). DH companies owned mainly by municipalities (95 %), 
privatization was stopped, but around 30 % of heat is produced by external heat sources (non DH enterprises). 
Special feature of Finish DH sector – strong cooperation and lobbying of DH and CHP companies using 
association of DH (Finnish Energy Industries). Regulation of DH sector in Finland is minimal and based on the 
supervision by Competition Authority which considers DH as “dominant player on the market”. Heat tariffs and 
connection fees are set by DH companies on the non discriminating basis. DH prices are among the lowest in the 
EU. Very few complaints related to DH. Finland is a typical example of market-oriented DH sector.  
 
The next presentation was on the Regulatory Concepts and Issues of District Heating (National vs. Local 
Regulation, Municipal vs. Private vs. PPP ownership)  by Dr. Valdas Lukosevicius, . In his presentation Dr. 
Lukosevicius first introduced the general regulatory concepts in DH: 1. Market driven regulation (old members of 
EU); 2. Social regulation (former Soviet countries); 3. Economical regulation (new members of EU). Mr. 
Lukosevicius listed advantages and limitations of all three types of regulation. He also talked about the recent 
challenges for DH sector such as: expansion of cogeneration for primary energy savings (state policy); wider 
usage of renewable fuels, waste heat etc.; environmental issues (new Directive); introduction of new heating and 
cooling technologies; energy efficiency targets; increment of access to the DH networks; fuel diversification - 
energy independence; utilization of city waste etc. He also talked about the specific issues in DH faced by 
transition countries and on general trends in regulation. Mr. Lukosevicius talked about the recent trends in state 
approach to the DH sector and about the optimal concept of regulation of DH sector in transition countries, 
highlighting the role of state institutions, municipalities and the energy regulator. Mr. Lukosevicius presented a 
positive case study of economic regulation of Lithuania. Next the main advantages of PPP were discussed along 
with the experience of PPP in the DH sector of transition countries. 
 
The next presentation was delivered by Mr. Luc Werring  on The Role of the EU Policy and Directives in DH 
and in Combined Heat and Power (CHP); Calculation met hod for CHP qualification and possible subsidy 
schemes . Luc Werring described role of the EU policy and Directives in DH and cogeneration. The main 
concerns in the EU policy – security and continuity of oil and gas supplies, rising energy prices and climate 
changes can directly affect development of district energy systems in general. European target – 20 % of 
renewables, 20 % reduction of “greenhouse” gases emission and 20 % increment of energy efficiency until 2020 
hardly can be reached without expansion of DH systems. Support schemes for promotion of DH systems with 
“high quality” cogeneration plants are eligible.  
 
The next on agenda was the presentation of Mr. Valerii Kalchenko  on Introduction of the New Law of Ukraine 
onr Regulation of Market of Communal Services of Ukr aine . This law establishes the foundation and the 
organization of the state regulation in the field of heat supply, centralized water supply and disposal. The law 
describes status of the National Commission for Regulation of the Market of Communal Services of Ukraine, its 
objectives, main principles of operation, powers, organization, interactions with other state institutions and 
international cooperation.  
 
The next presentation was held by Mr. Jean-Jacques Dautet , INOGATE ESIB Project Team Leader on DH and 
end users, the necessity of a global approach for a ctual achievement of EE goals pursued by policies and  
regulations . The presentation aimed to remind about  the end users’ needs and the necessity of global balanced 
approach. Mr. Dautet talked about organization of a proper functioning market of heating, based on a hybrid 
monopolist-market system and regulation balancing the powers of the players. He also listed some general 
market and/or legal tools, specific issues in existing multifamily housing and introduced the ESIB project. 
 
The agenda of the programme included an introduction of the status of DH and CHP regulation in the 
INOGATE Partner Countries. 
Country case study of Armenia . Due to the gas supply termination in 1992 and non-payment of consumers in 
the period until 2004 DH in this country collapsed. Small DH schemes serving 2-5 houses are established again. 
The responsible institution is the Ministry of Energy and Natural Resources. Principles of heat pricing set in the 
Law on Energy. Heat consumers are equipped with heat meters and have to cover full cost of heat supply. 
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Disconnection due to non-payment is allowed. Social assistance, subsidies and donations to the DH sector are 
not applied. Construction of new DH schemes is carried out only were its feasible on commercial basis.  
 
Country case study of  Moldova . There were DH systems in 40 towns before 1990-s, and now only 16 left. 
Ownership of DH enterprises was transferred to local governing bodies in 2000. Additionally to the main cost of 
heat production and transmission 5 % profit based on fixed cost of DH enterprise is allowed. Method of fuel cost 
allocation between heat and electricity in CHP plants similar to “alternative heat source” is applied. Some cross 
subsidies from electricity to heat production in CHP plants exist. Regulation of DH tariffs by the National Energy 
Regulatory Agency (since 2009) improved economical situation in the DH sector of Moldova significantly. New 
small district heating schemes serving several buildings are built in many cities again. 
 
Country case study of Georgia . Centralized DH provided by 47 district thermal stations with the total installed 
thermal capacity of 4295 MW was until 1993. DH served about 870.000 citizens of Tbilisi and up to 70 % of the 
whole population until 1993. Natural gas supply to Georgia was stopped and consumers were left without DH 
since 1993. Main fuels utilized for individual winter heating is kerosene, propane and wood from that time. Study 
made for estimation of cost for rehabilitation and construction of DH schemes in Georgia which concluded that 
about 1,638 billion USD would required for these purposes.  
 
Day 2 
The second day was opened by the presentation on District Heating Tariffication –Main Concepts by dr . 
Lukosevicius.  Mr. Lukosevicius talked about the recent challenges in DH sector. Tasks related to climate 
warming; increment of access to the DH networks; fuel diversification - energy independence; introduction of new 
technologies, etc. Mr. Lukosevicius introduced the specific issues in DH of transition countries. There are three 
common institutional practises for heat pricing and tariffication in DH sector of transition countries: state 
institutions set general energy policy, principals of regulation, formation of administrative institutions and staff; 
municipalities handle management of DH companies, planning of investment, price setting according to strict 
methodologies and criteria; energy regulator establishes methodologies, norms, standards, licensing, dispute 
settlement, supervision of DH market, final control of price setting and usage. Mr. Lukosevicius listed the main 
functions of energy regulator with a special emphasis on heat pricing and tariffication. The main goals of pricing 
and tariffication are: secure safe, reliable and efficient heat supply process with existing DH scheme; ensure 
continuity of replacement and modernization of the main assets; development of DH scheme, increase number of 
heat producers and heat consumers; implementation of national (municipal) targets (cogeneration, renewables, 
utilization of city waste and similar); transparency and access to the district heating. Main factors effecting heat 
supply cost are objective historical circumstances, administrative regulation of district heating, activity and quality 
of management. Mr. Lukosevicius also talked about the financing of investment, regulation of profit and main 
principles of heat pricing systems and regulatory treatment of heat and electricity from CHP. As practical example 
Mr. Lukosevicius explained the Lithuanian heat price methodology. Mr. Lukosevicius at the end of his 
presentation drew the following conclusions: long-term pricing system creates stability for operation of DH 
company; energy regulator has to be a competent, analytical institution capable to implement optimal regulation 
regime and pricing system to secure reliable operation and development of DH companies; pricing system and 
tariffication should reflect real situation in the country and the targets have to be achieved. 
 
The next presentation was by Mr. Slave Ivanovski , an Independent Consultant, former Chairman of Energy 
Regulatory Commission (ERC) of Macedonia. He introduced a case study on Macedonia . He started his 
presentation with summarizing the developments in the DH in Macedonia. He continued with introduction of the 2 
main DH companies and the grid.. Generation, distribution and supply of heat are regulated activities. Regulated 
companies are obliged to provide public services (PSO). In providing PSO the regulated companies shall 
guarantee that all consumers of heating energy connected to the distribution network should have reliable, quality 
and uninterrupted heating energy supply under same conditions, prices and tariffs, previously approved and 
published by the ERC, which shall include costs of provision of such services, efficient utilization of energy 
resources and environmental protection. The licenses for performing generation, distribution and supply of 
heating energy shall be issued by ERC. For the new regulated period of 2009-2012, a new Rule Book on Price 
Setting has been adopted by the ERC, which regulates determination, approval end control of the prices for heat 
generation for tariff customers; for heat distribution; for heat retail supply for tariff customers.  
 
The next presentation was by Ms. Katarina Abrahamsson , a Coordinator for DH, Energy Markets Inspectorate 
who presented the Country Case Study of Sweden . New authority (Energy Market Inspectorate) was 
established in 2008 it supervises the DH sector. EMI collects information about DH companies and present 
annual reports about situation in the sector. There is no policy related to DH sector, but necessary to strengthen 
position of heat consumers because of natural monopolistic position of DH companies. DH Act approved in 2008. 
DH companies have to set heat prices with reasonable profit, negotiated on consumer demand and mediation 
should apply if necessary. Annual report of a DH company must demonstrate the financial, operational and 
business data. Protection system of vulnerable heat consumers has been introduced. DH has to play a central 
role in the energy policy. Ongoing investigation should propose a regulatory framework. It is considered means for 
increased access to the DH networks, increase of efficiency of heating market, improved environmental situation 
etc. 
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II.3 1st Technical Exchange Programme: Sustainable Energy 
Regulation 

 

II.3.1 Introduction 

The INOGATE Technical Exchange Programme: Sustainable Ener gy Regulation  was held in Budapest, 
Hungary on February 21-22, 2011. The event was attended by 8 representatives from the National Regulatory 
Authorities and non-regulatory ministry representatives, involved in issues related to district heating, renewable 
energy regulation and smart metering from Belarus, Kyrgyzstan, Tajikistan and Uzbekistan. The objective of the 
programme was to provide a good overview on the applied practice in district heating, renewable energy 
regulation and smart metering in Hungary. The programme also focused on the relevant EU policy and guidelines 
with special attention on regulatory concepts and issues of district heating and renewable energy in the host 
country, Hungary.  
 
The programme covered the following issues:  

1. Transforming district heating into world-class –  Fortum 1 experiences; Cogeneration Directive and 
European Energy Efficiency Plan 

2. The status of the Hungarian District Heating and  CHP regulation 
3. Roundtable discussion: The status of DH and CHP r egulation in Inogate Partner Countries  
4. Environmental policy instruments and their use in  the energy sector in Hungary 
5. Site visit at MAVIR ∗∗∗∗∗∗∗∗: Renewable energy and their grid integration in Hung ary 
6. Case study of Hungary: Assessment of Smart Meteri ng Issues in Hungary 
7. Demand response management in Hungary 
8. Roundtable discussion on the potentials of the Partn er Countries on the status of RES regulation 

and demand response management programmes.  
 
Based on the suggestions by participants of the previous programmes the Agenda of the Programme included 
country presentations on The status of DH and CHP regulation in INOGATE Partner  Countries and The 
status of RES regulation and demand response manageme nt programmes by each country participating in 
the Programme.  
 
The Programme gave an opportunity for an overview of the situation and regulatory system in the district heating 
sector, renewable energy issues and the challenges of smart metering in Hungary. At the same time the 
participating Inogate partner country representatives also had a chance to present their challenges in the related 
issues and seek guidance from their Hungarian peers.  
 
The programme provided opportunity to have formal and informal discussions on various aspects of district 
heating. The discussions during the workshop were vivid; participants addressed many questions to the 
presentations in the Q&A parts of the agenda. 
 
According to the written and oral evaluations of representatives of 4 Inogate partner countries the technical 
exchange programme was considered highly informative and useful. Most of the participants were highly satisfied 
with the programme and organisation as well. 
 
The programme provided huge volume of information on district heating sector, renewable energy regulation and 
smart metering. As a consequence it reached its main goal and gave possible options for solution and examples 
to be considered. 
 

II.3.1 Description of the Programme  

Day 1 
The technical exchange programme (TEP) was opened by welcoming comments by Dr. Péter Kaderják, the 
programme Moderator and by Mr. Péter Horváth, President of the Hungarian Energy Office. Then the participants 
were requested to briefly introduce themselves.  
The first presentation on the Agenda was by Mr. Harri-Pekka Korhonen, Head of Industry Intelligence, Strategy 
and Regulation, Heat Division, Fortum. First Mr. Korhonen talked about Fortum, a leading DH/CHP company. The 
introduction also included some fundamental ideas on the modern DH. Next, Mr. Korhonen gave a short overview 
on EU perspectives to DH/CHP. He mentioned the European Summit on Energy, the legislation effecting 
cogeneration, energy efficiency targets, CHP Directive and a SWOT analysis of DH from EU perspective. Mr. 
Korhonen in his presentation spoke about the developing market based DH, the balancing interests of DH/CHP 

                                                           
1 Fortum is a leading power and heat company in Nordic countries. 
∗∗ MAVIR is the Hungarian Transmission System Operator Company Ltd. 
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stakeholders, regulatory development into market based DH pricing and introduced a check list for regulatory 
goals in DH. Then he gave a short overview on price control regimes in 9 countries (Norway, Sweden, Denmark, 
Poland, Finland, Russia, Estonia, Latvia and Lithuania) analysing pricing, price competitiveness and best 
practices. Finally Mr. Korhonen explained the project on benchmarking DH in 5 countries (Finland, Poland, 
Hungary, Estonia and Lithuania). The key objectives of the project were to benchmark national DH market 
characteristics and regulatory regimes, benchmark heat prices, cost efficiency, profitability and sustainability and 
multi-national in depth understanding of the business environment for DH and CHP. 
 
The next presentation was by expert Mr. Róbert Kubitsch of the Hungarian Energy Office (HEO), on the Status 
of the Hungarian District Heating and CHP regulation . Mr. Kubitsch introduced the parameters of the 
Hungarian District Heating Sector, the Hungarian DH market and regulation. He gave a wide overview on the DH 
situation in Hungary, namely he talked about the climate conditions, business volumes, background information, 
demand, structure of heat procurement and supply, ownership structure and market players, licensing, situation of 
CHP, price setting, requirement for DH price setting based on act and the price control of the HEO. 
 
The last topic of the day was the Environmental policy instruments and their use in th e energy sector in 
Hungary . Mr. Kaderják held a presentation on the promotion of renewable energy supply in Hungary. He 
highlighted the rational behind promoting renewable energy sources, namely to reduce local and global pollution, 
increase security of supply and industrial development. The history of RES in Hungary dates back to 2001 where 
the major motivation was the EU RES policy context. Hungary agreed to increase the share of its RES electricity 
generation up to 3,6% of domestic consumption (DC: ~ 40 TWh). The proposal of the Regulator: establishing a 
production support scheme to meet the 3,6% target at least cost was the Uniform Feed In Tariff. In EU different 
RES support schemes are in use which was also introduced during the presentation. Germany and Hungary are 
the only countries that met the 2010 RES-E target. Mr. Kaderják also introduced the shortcomings of the system 
like promotion of outdated technologies (large biomass with < 30% efficiency); political debate about its effects on 
forest quality; no attention to RES in heat production; heat accounts for 40% of primary energy consumption in 
Hungary; investment into wind is limited by quota set by TSO and Regulator (330 MW); its allocation was not 
transparent and market based; RES support mixed up with CHP support; rent seeking spoiled the FIT scheme. 
The future goals are set in the National Renewable Action Plan: 14.6% of final energy consumption is to be 
produced on renewable basis by 2020. 
 
The final presentation of the day was held by Mr. Tamás Tóth , head of department, Hungarian Energy Office 
(HEO) on the same topic. Mr. Tóth introduced in more details the Hungarian Renewable Energy Action Plan; EU 
framework for the promotion of renewable energies; Hungarian support policy instruments; The feed-in tariff 
system; EU framework on energy efficiency; Hungarian Energy Efficiency Action Plan; Support policy instruments 
and EU ETS. In his presentation Mr. Tóth also compared the Hungarian and German system. 
 
The programme was followed by a site visit at the Hungarian Transmission System Operator (MAVIR) where 
participants could get more information on the operation of the system operator with a special emphasis to the 
renewable energy integration to the grid. On the spot Ms. Evelin Kiss and Mr. Zoltán Tihanyi, Director of System 
Operation, held a presentation on the system operator and the renewable integration to the grid. The transmission 
system operation is done in real time, its task is to maintain the capacity balance of the National Power System, to 
balance the deviations of the balancing groups from the schedules. This involves specifying the required reserves 
and the capacities to be contracted for the purposes of balancing, and taking into account how fast, with what 
efficiency change and at what price each power plant is capable of following the changes ordered. 
 
Day 2 
The second day was opened by the presentation on Smart metering- Smart Grids. Case study of Hungary by  
Ms. Alexandra Mozsolics . The presentation explained first the expectations of different parties from smart 
metering. Electricity system expects contribution by consumers in regulation and reserve-keeping; consumers 
expect reduction of energy expenses (getting information for optimising own consumption) and distributors and 
suppliers hope that there are beyond measuring several useful functions. The Hungarian legal framework is 
based on the European Directives and regulations. Ms. Mozsolics also gave an overview on ERGEG (European 
Regulators’ Group for Electricity and Gas)/CEER’s (Council of European energy Regulators) activities with regard 
to smart metering. The presentation among others highlighted the immense advantages of smart metering, 
introduced costs and benefits analysis, technical aspects, especially interoperability and communication and the 
possible directions of development. In Hungary Force-Motrice – AT Kearney consortium was commissioned by 
HEO to work out a study. The study examined and assessed the situation of smart metering in Hungary. HEO 
plans further steps for future regarding smart metering among other setting up a working group. Finally Ms. 
Mozsolics talked about smart grids, their characteristics, legal background and next steps. 
 
Next, expert Mr. Árpád Vajdovich  added a few thoughts on the situation of smart metering in Hungary and 
introduced the actual data and details of the study.. Mr. Vajdovich and Ms. Mozsolics then answered to the 
various questions of participants. 
 
The next topic on the agenda was Demand response management in Hungary . First, Mr. Péter Kaderják  held 
a presentation on the theme. Mr. Kaderják talked about the classic problem of peak shaving, weather dependent 
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generation (wind in Hungary), energy efficiency, demand response types, direct load control, 
interruptible/curtailable rates, time-of-use rates, real time pricing, potential benefits from real time contracts and 
barriers to demand response programmes. 
 
As a continuation of the demand response topic, Mr. Péter Kovács , resource analysis manager from the 
Hungarian Transmission system Operator held a presentation. Mr. Kovács introduced the characteristics of the 
system, its need to be balanced, the actual daily characteristics of consumers, planned and real system loads, 
demand side management, ripple control and its effects, energy efficiency, ancillary services and lessons learnt 
 

II.4 2nd  Technical Exchange Programme: Sustainable Energy 
Regulation 

 

II.4.1 Introduction 

 
The 2-day technical exchange programme was designed to present an overview of the situation and regulatory 
system in the overall field of sustainable energy regulation in Poland with consideration of some further aspects 
such as support schemes for vulnerable customers and social tariffs. At the same time the participating Inogate 
partner country representatives also had a chance to present about challenges relating to the issues and, in 
general, energy regulatory topics. The meeting also offered the opportunity for participants to seek advice from 
their Polish colleagues. 
 
When designing the agenda of the programme the aim was to reflect on the presentations of the previously held 
seminars on Renewable Energy Regulation but also to allow introduction of the same from a practical, hands-on 
regulatory perspective and to allow as much interaction between presenters and the visiting representatives as 
possible. The agenda was jointly designed by ERRA project experts and senior representatives of the Polish 
Energy Regulatory Office.  
 
The moderator of the programme, Mr. Valdas Lukosevicius, was selected due to his vast regulatory and research 
experience in the main topic of the programme: renewable energy regulation and district heating.  
 
The programme was promoted in six of the INOGATE Partner Countries  (Armenia, Azerbaijan, Georgia, 
Moldova, Kazakhstan and Ukraine). The purpose of limiting the number of participants (to a maximum of two per 
country) was due to a deliberate attempt to make it possible to differentiate between the various needs and 
expectations of the attendees. The major consideration in selecting the scope of attendees was that these 
countries have independent energy regulators with significant experience in many fields of regulation. Most of 
these countries have already implemented certain regulatory policies in order to promote renewable energy. The 
experiences of their Polish colleagues are thus very relevant at this initial stage of national renewable energy 
regulation. When sending out invitations, the project team put special emphasis on the fact that the designated 
representatives of these countries should primarily be energy regulators who have responsibilities concerning 
renewable energy regulation or who have some initial understanding of the issue.  
The event was attended by 12 representatives from the National Regulatory Authorities who are involved in 
issues related to district heating, renewable energy regulation and smart metering from Armenia, Azerbaijan, 
Georgia, Moldova, Kazakhstan and Ukraine . This selection process ensured a good overview of the applied 
practices of district heating, renewable energy regulation and smart metering in Poland.  
 
The programme also focused on the relevant EU policy and guidelines with special attention paid to regulatory 
concepts and district heating and renewable energy.  
 
Based on suggestions from participants of the previous programmes, the agenda of the programme included an 
introduction about the status of vulnerable customers in INOGATE Partner Countries and Potentials of Energy 
Efficiency and Smart Metering by each country participating in the programme.  
 
The programme provided an opportunity for an overview of the current situation of regulatory systems in 
renewable energy issues and the challenges of smart metering in Poland as well as support schemes designed 
for vulnerable customers and the new regulation of district heating in Poland. At the same time, the participating 
Inogate partner country representatives also had a chance to present about challenges they identify in related 
issues.  
 
The programme provided an opportunity to have formal and informal discussions about various aspects of the 
above topics. Discussions held during the workshop were lively and engaging with participants raising many 
questions about the presentations in the Q&A sections of the meeting. Apart from the main themes of the 
programme, participants had the opportunity to learn about the general regulatory practices of the host 
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organization. A special session, called: ‘Individual consultations with peer regulators based  on special 
interest’  was dedicated to this topic. 
 
According to the written and oral evaluations of representatives of 6 Inogate partner countries the technical 
exchange programme was considered highly informative and useful. Most participants were highly satisfied with 
the programme and its organization as well. 
 
The programme provided a huge volume of information on district heating sector, renewable energy regulation 
and smart metering. As a consequence it reached its main goal of highlighting possible solutions and providing 
case examples for consideration. 
 

II.4.2 Description of the Programme 

Day 1 
The technical exchange programme (TEP) was opened with welcoming comments by Mr. Valdas Lukosevicius, 
the programme Moderator, and by Ms. Halina Bownik-Trymucha, Director, Department for Promotion of 
Competition of the Energy Regulatory Office of Poland (ERO).  
 
The first presentation on the Agenda was by Ms. Bownik-Trymucha titled Energy Regulatory Office of Poland - 
short Introduction: main competences and organizati on structure. The past and present structure and main 
competencies of the ERO and emerging challenges were explained and described. The number of staff employed 
in the main and 9 regional offices is approximately 280. In addition to the present typical competences new 
challenges are foreseen in which the regulator will have significant role such as integration of regional markets, 
harmonization of rules and codes; coordination of network infrastructure development; participation in energy 
policy;  energy efficiency improvement;  reduction of CO2 emission, development of RES; empowerment of 
energy consumers, etc. Most of the new functions are related to Poland’s interaction with European energy 
markets. Poland has established connections with the Scandinavian electricity market Nord-Pool and takes part in 
several other regional initiatives concerning European energy infrastructure.   
 
The next presentation was by Mr. Lukosevicius: Social aspects of tariff setting and energy sector r eforms. 
The situation of energy pricing in electricity, gas and district heating (DH) sectors of various countries was 
analyzed. Average electricity prices are increasing faster than the economic power of the main part of population 
in transition countries. Electricity prices for domestic users in some transition countries are (artificially) low – they 
will be increased when subsidies are removed. Natural gas prices have been rapidly increasing in Europe during 
the last few years. Gas prices in the internal markets of some countries are still lower – and are likely to be 
increased (e.g. Russia,…). Regulation of gas consumption or conversion to cheaper fuels is possible when 
individual houses are heated, but there is a very limited possibility to regulate gas consumption when a multi-story 
building is heated. Cross subsidized gas prices for domestic users still exist and irrational competition with DH 
takes place in some cases. Tax discounts (concerning, for example, VAT…), reduced (unified) connection fees to 
the gas network and subsidized distribution fees for domestic users are the instruments mainly utilised in order to 
increase accessibility to the natural gas supply system. Different kinds of individual social assistance schemes for 
vulnerable gas users are being employed in some countries. The costs of thermal energy production have 
increased dramatically during the last few years in most transition countries where supply is mainly based on 
fossil fuels. Heat consumption is very high in old buildings but renovation processes are going very slowly. In such 
buildings consumers have no possibility to regulate the individual use of heat in most cases so payments for 
heating often do not correspond to living standards. This may cause social tensions and speculation about district 
heating in general. The price of district heating should be competitive with alternative heating methods in order to 
avoid disconnections and the worsening of the economic situation of existing consumers. Two part heat prices 
(tariffs) and various payment schemes are used in order to ensure collection of money. Discounted connection 
fees, reduced taxes and similar support mechanisms are used to increase access to DH. Individual social support 
schemes for vulnerable heat consumers have been introduced in many countries. The social support scheme for 
vulnerable consumers of DH applied in Lithuania was described in detail.  
 
Next on the agenda was the presentation on the New regulation of DH in Poland: The possibility of C HP 
tariffs approval based on benchmark method in Poland  by Mr. Pawel Boguslavsky, HoU, Department of 
Energy Enterprises, Energy Regulatory Office of Poland (ERO). He started his presentation informing the 
participants that a new Ministerial Ordinance on principles of tariff setting and billing in DH adopted in 2010 
prescribes that the President of the ERO regulates the activity of DH enterprises (such as granting and revoking 
licenses, approval and supervision of the use of  heat tariffs, including the analysis and verification of the costs, 
calculation and publication of an average heat price from non cogeneration and the reference index, setting a 
justified return on capital from heat activity, etc).This also means that enterprises which apply prices and tariffs 
and which do not obey the duty to submit the tariff to the President of the ERO for approval shall be fined up to 
15% of revenues that the fined enterprise obtained from the licensed activity in previous fiscal year. New 
regulation includes justified annual costs for the conduct of business activities in respect of heat supply, justified 
annual costs of modernization, development and the investment costs in respect of environmental protection and 
a justified return on investment from such activity. Economic incentives such as long-term tariffs, return on 
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investment, etc. should stimulate modernization of the DH sector. Three part tariffs for heat production and 
transmission should be set for DH companies. The main difference from the existing cost based pricing is that DH 
and CHP companies should be made subject to regulation based on comparable analyses, set indexes of cost, 
long term price stability, etc. 
 
Later, Mr. Lukosevicius briefly introduced Regulatory Concepts and Issues of District Heating.  The main 
regulatory concepts for the DH sector in various countries were described during his presentation. The situation 
and experience of DH regulation in countries with “transition” economies were highlighted. The role of the state 
and municipal institutions, influence of ownership, planning of heating methods, the importance of the economic 
regulator, future development and other issues concerning district heating were analyzed in the context of general 
energy policy. Experiences derived from the application of concrete regulatory methods in relation to consumer 
protection were described.  
 
Next, Ms. Monika Gabrysiak-Gutbier, Advisor to the President; Middle-Western Branch Office, Energy Regulatory 
Office of Poland (ERO) delivered a presentation on the European approach - EC Good Practice Guidance for 
Billing. ERGEG Status Review. 3 Citizens’ Energy Forums and their opinions regarding consumer billing were 
presented. ERGEG’s Costumer Empowerment Task Force carried out a status review of National Regulatory 
Authorities in 29 European countries. ERGEG stresses the need for comparable information to ensure that 
customers are treated fairly, get the best possible deals available and are empowered to exercise their rights to 
choose on an open market. It was stated that ERGEG, like other organizations has very few investigations related 
to the billing of heat energy consumers. On the other hand, heat metering, heat allocation between apartments 
inside buildings, measurement of the use of hot water, control of heating regimes and similar issues are extremely 
important for most new EU member countries where complicated relations between heat suppliers and 
consumers exist. 
 
Later, a presentation on Customer protection and empowerment on energy marke t was delivered by Ms. 
Anna Bednarska, HoU, Department of Promotion of Competition, Energy Regulatory Office of Poland (ERO). The 
document issued by ERGEG titled Status review of definitions of vulnerable customer, default supplier and 
supplier of last resort was presented. The term “vulnerable customer” is not commonly known in Europe and each 
country defines such consumers according to the national legal basis. Social support schemes for low income 
consumers can be separated from economic schemes (special energy prices, tariffs, fees, etc.) and the non-
economic support mechanisms which are based on the national social security system. EU countries support 
vulnerable customers in different ways but the majority of the EU countries do not have economic support 
systems for vulnerable customers, while all countries provide social allowances for low income families. This 
function is not within the competence of energy regulator usually. Some countries have regulated prices for 
vulnerable customers – which are not usually recommended in terms of distortion of the market. The majority of 
the EU countries have non economic support systems as a protection against supply disconnection, etc. Gas and 
Electricity Directives include some recommendations about the treatment of vulnerable consumers (special 
reasons and procedures for suspending the supply of energy carriers, possibility for installation of prepayment 
meters, free opportunities to switch suppliers, etc.). Later she talked about a special initiative by President of ERO 
which relates to setting up of a Working Group to deal with vulnerable customer problems and fuel poverty issues. 
The draft amendment to the Energy Law is being implemented: vulnerable customers – defined as being those 
household customers who are entitled to temporary/permanent allowances – may receive a 30% discount on 
energy prices for a certain quantity of energy. She also touched the issue of Corporate Social Responsibility 
(CSR) and a special initiative of ERO a research study on the CSR activities of energy companies (2010). The 
study demonstrates that the social responsibility of energy companies is still at a moderate level. However, 
educational programmes targeted to energy users started in 2010 which should help describe consumer rights 
and options within the energy sector. There were no specific recommendations for users of district heat. 

Day 2 
The second day was opened with a presentation on Energy efficiency: Polish experience: White certificates , by 
Mr. Paweł Płachecki, Specialist, Department of Energy Enterprises, ERO of Poland. According to Polish 
legislation, energy companies selling energy, heat or gas to final users in Poland are obliged to receive and 
present for redemption white certificates to the President of ERO, or to pay a substitute fee according to the 
number of missing certificates. The President of the ERO shall select projects which are designed to improve 
energy efficiency, for which it is necessary to obtain a certificate of energy efficiency. For this purpose, at least 
once a year, the regulator announces, organizes and conducts a tender. Enterprises which obtain white 
certificates are obligated to complete the project stated in the tender. Information about the energy efficiency audit 
system in Poland raised more interest and some questions and discussions arose. The President of the ERO 
shall appoint qualification committees in order to verify the knowledge of auditors and be responsible for keeping 
the register of auditors. Such a function for the energy regulator is very seldom found in other countries. Energy 
efficiency audits are prepared by licensed and listed auditors only. The main role of the energy audit is to prepare 
an assessment of the economic viability of energy saving projects. It is expected that the new initiative of the audit 
register will promote energy saving activities in Poland; however, the system of white certificates is considered to 
be very complicated and hardly practical. 
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The next topic on the agenda was Elaboration and implementation of new rules for CAPEX remuneration as 
one of the elements of balancing interests of the e nergy enterprises and consumers  by Mr. Konrad 
Godzisz, Advisor to the President, Tariff Department, Energy Regulatory Office of Poland (ERO). The most 
significant economic features affecting the electricity networks of Poland were described: last re-evaluation of 
main assets was in 1995, there has been a high cumulative rate of inflation (1994 = 100→ 2008 = 261) along with 
consolidation and privatization of distribution companies and unbundling of distribution system operators. A 
detailed history and statistics were presented. The approach of the energy regulator to privatization of the 
distribution companies included the following observations: a higher privatization price leads to higher future 
energy prices (for 99.9%); a lower privatization price leads to lower future energy prices; the privatization price 
depends on the estimated risk to investors; predictable regulation lowers the risk. Several methods for the 
estimation of the value of distribution network companies were described in detail.  
 
Next, Mr. Tomasz Kowalak, Director, Tariff Department, Energy Regulatory Office of Poland (ERO) talked about 
the Role of smart technology in the energy efficiency i mprovement . This included observations on the 
general practice of changing customer behaviour, areas for the possible improvement of energy efficiency, 
available tools/signals for behaviour changing of market participants and smart grids as a solution. Varies options 
for making electricity savings using smart metering and switching operated equipment were demonstrated using 
common domestic examples. Smart metering and altered customer behaviour could reduce demand for peak 
electricity. This segment of the market (25% of total consumption) is responsible for the highest level of load 
curve. Mr. Kowalak also introduced a Smart metering in Poland. He started his presentation with listing the t 
reasons for development of smart grids in Poland. Smart grids could be an efficient tool for the delivery of energy, 
system services, market and technical information and harmonizing energy consumption and generation. The 
position of ERO regarding smart grids is towards an opening up of the elasticity of demand, a broad application of 
DSM tools and distributed generation, remote controlled billing, etc. All state institutions support implementation of 
smart tools and 2012 should be the first year of massive roll out. The concrete steps for investigation and 
implementation of smart grids in Poland were described.  

II.5 Workshop: Vulnerable Customers 
 

II.5.1 Introduction 

The event was attended by 41 representatives  from the National Regulatory Authorities and non-regulatory 
ministry representatives involved in issues related to vulnerable customers from Armenia, Azerbaijan, Belarus, 
Georgia, Kazakhstan, Kyrgyzstan, Moldova, Tajikista n, Ukraine and Uzbekistan  in order to obtain an 
overview of hands-on experiences of applied regulatory practices in the treatment of vulnerable customers. The 
programme addressed social aspects of tariffication in light of the energy sector and tariff reforms progressing in 
the Inogate Partner Countries. As a result of the workshop regulatory and ministry participants needed to 
understand the specific needs of vulnerable and low-income customers and their affordability constraints. The 
programme made it possible for the participants to learn about energy price affordability issues from the following 
viewpoints: legal framework, eligibility and evaluation criteria, tariff based vs. non-tariff based solutions and 
consumer education processes. The workshop also focused on the relevant EU policy and guidelines. Beside 
regulatory and ministry representatives the programme attracted 5 representatives from NGO-s: Association of 
workers of housing and communal services sector (Armenia), Consumer Rights Protection League (Moldova), 2 
representatives of Consumers Union of Tajikistan, 1 representative of Ukrainian public organization "Association 
of Energy of Ukraine" and 3 representatives of State Joint Stock Company "UZBEKENERGO" (Uzbekistan). 

II.5.2  Description of the Programme 

During the 2-day workshop, participants were able to study the following broad aspects of energy regulation: 

1. Introduction: Social aspects of tariff setting an d energy sector reforms 

2. Case study: Social Aspects of Tariff Setting: Polan d 

3. Brief Introduction of Energy Community Regulator y Board (ECRB) and its Customer Working 
Group 

4. Case study: Social Aspects of Tariff Setting in Li thuania 

5. Customer education and information programmes 

6. Definition of vulnerable customers 

7. Customer protection and strengthening customers’  position 
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8. The utility perspective: how utilities can ident ify vulnerable customers, available state aid 
programs and energy efficiency programs 

9. Social protection schemes applied in the energy s ector  

10. Poverty reduction policies 
 
In addition to the above, based on the suggestions of participants of the previous programmes, the Agenda of the 
Programme included a roundtable discussion of The economic and non-economic support schemes avail able 
in Inogate Partner Countries  by each country participating in the Programme.  
 
The Workshop gave an opportunity for an overview of the situation and regulatory system in the support schemes 
for vulnerable customers of participating Inogate partner countries. The presentations, however, in introducing the 
systems of different countries varied in their depth and quality and did not all provide full a overview and so allow 
for comparable analysis. Despite the different quality of presentations, one of the most highly appreciated 
sessions of the workshop was the roundtable discussion. Participants in their written assessments of the event 
recommended more roundtable sessions for participating countries and longer presentations. 
 
The workshop also provided an opportunity for formal and informal discussions on various aspects of the social 
protection of vulnerable customers. Discussions during the workshop were lively; participants addressed many 
questions to the presentation in the Q&A parts of the agenda. 
 
The project team prepared a pre- and post-workshop assessment exercise. The pre-program questionnaire was 
distributed right after the welcoming address of the program while the post event evaluation was filled in by the 
participants at the very end of the workshop.  
 
According to the written and oral evaluations of representatives of 10 Inogate partner countries the workshop was 
considered highly informative and useful. Most of the participants were highly satisfied with the programme and 
organisation as well. 

II.5.3 Description of the 1 st day of the programme  

 
The workshop was opened by welcoming comments from Ms. Aistija Zubaviciute, the Workshop Moderator, by 
Mr. Oliver Reisner, Delegation of the European Union to Georgia and Mr. Guram Chalagashvili, Chairman, 
Georgian National Energy and Water Supply Regulatory Commission (GNERC). Then participants were 
requested to briefly introduce themselves.  
 
The first presentation on the Agenda was by Mr. Edin Zametica, Secretary, State Electricity Regulatory 
Commission of Bosnia and Herzegovina, Chairman of the Customer Working Group of the Energy Community 
Regulatory Board (ECRB) and was a Brief Introduction of Energy Community Regulatory Bo ard (ECRB) and 
its Customer Working Group. The Treaty Establishing the Energy Community has been operationg since July 1, 
2006 and provides for the creation of the biggest internal market in the world for electricity and gas, with effective 
participation of the European Union on one side and the following countries on the other: Albania, Bosnia and 
Herzegovina, Croatia, Macedonia, Montenegro, Serbia, Ukraine UNMIK –Kosovo and  Moldova. In accordance 
with the interest expressed, the following countries participate in the work of the Energy Community bodies: 
Austria, Bulgaria, The Czech Republic, Cyprus, France, Germany, Greece, Hungary, Italy, The Netherlands, 
Romania, Slovakia, Slovenia and the United Kingdom. These fourteen countries (participants from the European 
Union) directly participate in the work of the Energy Community bodies and in the voting procedure. Their 
positions are expressed by votes of the European Commission. Georgia, Norway and Turkey have observer 
status in Energy Community bodies. The Energy Community is the first joint institutional project undertaken by 
South-East European countries which are not members of the European Union. The Energy Community has three 
levels of operation: national, regional and pan-European. The main goal of the Treaty is the creation of a stable 
and single regulatory framework and market space that ensures a reliable energy supply and attracts investment 
into the electricity and gas sectors. In addition, it assumes the development of alternative sources of gas supply 
and an improvement in the condition of the environment though the implementation of energy efficiency measures 
and the utilization of renewable sources.By signing the Treaty the contracting parties from the region are 
obligated to establish a common electricity and gas market which will operate in accordance with the standards of 
the EU energy market with which it will be integrated. This is to be achieved by gradual transposition of the EU 
Acquis Communautaire pertaining to energy, environment and competition, which means the implementation of 
the relevant EU directives and regulations pertaining to energy and environment. The Energy Community will 
exist for a period of 10 years, and expires in July 2016. It can be extended with a unanimous decision of its 
Ministerial Council. While the Energy Community was originally conceived as an European Union pre-accession 
instrument, membership has, in the meantime, been opened to countries in the European Neighbourhood Policy 
area (Moldova, Ukraine and Armenia). In its founding documents the European Union identifies the Energy 
Community concept as a key component of a strong international partnership with the EU's neighbours. After four 
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years of existence, the Energy Community has grown into a mature organization, which provides a solid 
institutional framework for cooperation, mutual support and exchange of experiences and therefore serves as a 
model for regional cooperation on energy matters. 
 
The next presentation was on the Introduction: Social aspects of tariff setting and e nergy sector reforms  by 
Ms. Aistija Zubaviciute, the Workshop Moderator. Ms. Zubaviciute started her presentation with providing 
background information related to the Directives of the EU aiming the unbundling of competitive from non-
competitive activities of vertically integrated monopolies which at the end should result into liberalization, increase 
of competition in the energy sector. In order to have a common energy market in the EU long term investments 
are needed for building interconnections i.e. grid development which should foster competition and the 
liberalization process. These prerequisites economic for unbundling and infrastructural for investments into the 
grid have a significant impact on electricity prices. The market model and the structure can also influence the 
price. Then Ms. Zubaviciute stoppen on different market models and their characteristics: monopolistic; single 
buyer; wholesale trade; retail trade. The more developed structure exists in a country, the more preconditions 
exist for the market functioning. The energy price for the end-user depends also on the methods which are 
applied in the PX. If the weighted average price method is used, it means that the cheaper generators will not get 
additional profit, and therefore customers will pay less. In some cases practice has shown, the latter PX method 
does not ensure timely investments into new generation units and Governments need to take steps or should be 
careful about letting the market ensure the supply of demands because the additional profits received are not 
necessarily spent on more effective new power plants. Other market feature, or prerequisite, is the gradual 
abolishment of end-user prices. This means that more customers are supplied using a negotiated electricity price 
because fully open markets, where competition is effective, cannot coexist with regulated end-user prices in the 
longer term. If market prices are higher than the state regulated prices (in most cases, this is the case), reasons 
are various: the existence of a monopoly situation, political decisions, the historical context, private equity firms 
seeking profits, and so on. Comparison of free retail market prices vs. regulated prices shows that the situation 
varies a great deal across EU countries. The pros and cons of using an end-user price model should be known: it 
creates more stability and causes no additional costs in creation of a competitive market. However, it does not 
provide market signals to investors, it negatively influences efficiency of electricity consumption and gives 
customers no free choice of supplier. It should be mentioned that under market conditions it is difficult to define 
what the market price is and make a comparison between countries. In some countries. It is probably better to 
have regulated prices if the country has no possibility to trade on the regional market and when some or all of the 
following factors are evident. Neighbouring countries are not ready to open their markets, there are different 
eligibility thresholds and pricing principles, regulated prices are already reasonably lower (old structure, strong 
regulator), society and politicians are not ready for reforms, there are no well prepared documents or market 
supervision and market creation would create costs larger than possible benefits. 
 
Later, Mr. Edin Zametica, Secretary, State Electricity Regulatory Commission of Bosnia and Herzegovina, 
Chairman of the Customer Working Group of the Energy Community Regulatory Board (ECRB) had 2 further 
presentations, namely: Introduction: Social aspects of tariff setting and energy sector reforms  and 
Definition of vulnerable customers . In his presentation Mr. Zametica stopped on the legal framework (EU 
Directives dealing with customer protection, vulnerable customers). He mentioned that the term “vulnerable 
customers” involves a number of considerations and should be very tightly defined. It is anticipated that the actual 
number of consumers that would fall within this category would be quite low. Analysis shows that so far there is 
no common understanding or definition of vulnerable customers - neither within and among the Energy 
Community Contracting Parties nor at a European level. For the definition of any policy designed to protect this 
group it is key to define generally accepted criteria such as for example the level of monthly income. A related 
assessment for the European Member States shows that in the majority of cases where financial support schemes 
within the energy system for vulnerable customers exist, they apply to “households with an income below a defined 
level”2, other countries and regions utilise different definitions for vulnerable customers. 
 
Regarding protection and support schemes it was mentioned that at a European level there is no common as this 
is left to Member States to adapt to their own circumstances3 - but Members States follow different solutions, from 
more general support systems to tailor-made economic support schemes for specific sectors (e.g. energy). 
 
Support is typically provided on an economic basis. The approaches to how financial support reaches the 
addressee differ widely from discounts on the network tariff, social tariffs, rebates and trust funds to measures not 
related to grid fees such as state heating aid and governmental subsidies. Some European countries4 and none 
of the Contracting Parties have regulated energy prices for such customer groups. Nevertheless, energy end-user 

                                                           
2  Only in a few countries other customer groups (such as senior citizens, households with children and disabled 
persons) receive economic support, and if they receive this it is often in addition to the general economic support 
that all households with an income below a defined level receive. 
3  Also the 3rd EU legislative package for electricity and gas only calls for definition of “vulnerable customers” on 
national level. 
4 ERGEG in its Status Review (Ref. E09-CEM-26-04) and in its Position Paper (E07-CPR-10-03) published in 
2007 made clear that “regulated prices distort the functioning of the market and should be abolished, or where 
appropriate, brought into line with market conditions” 
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prices in Contracting Parties are still regulated (for all customers or certain customer groups)..There are different 
ways of regulating economic support systems for vulnerable customers. Systems can be regulated within primary 
law, secondary legislation or in other ways. In most countries that have an economic support system within the 
energy system, the system applies to all households with an income below a predetermined level. Only in a few 
countries do other customer groups (such as senior citizens, households with children and disabled persons) 
receive economic support, and if such support is often in addition to the general economic support that all 
households with an income below a defined level receive. Economic support systems can exist either within or 
outside the energy sector. Countries have different solutions for protecting and supporting customers. Different 
countries have different solutions depending on the maturity of their energy markets and national traditions and 
structures. It is therefore impossible to judge if certain solutions are better than others. All EU countries (except 
Slovenia) have an economic support system for certain customer groups (vulnerable customers) not specific to 
the energy sector. 
 
Customers can be supported both through economic support and non-economic support. In Article 3 (2003/54/EC 
and 2003/55/EC) it is outlined that adequate safeguards to protect vulnerable customers including measures to 
help them avoid disconnection shall apply in member states. A non-economic support system, such as protection 
against disconnection, can work as a complement to an economic support system. Together, the systems can 
create a good safety net for customers. Some countries do not have non-economic support systems. In those 
countries, it is, however common that it is mandatory to inform customers before disconnection due to non 
payment of utility bills. In a majority of EU countries there is a system designed to protect certain customer groups 
(vulnerable customers) against disconnection for both electricity and gas.  
 
Effective consumer rights are essential for citizens if they are to exploit the potential offered by open energy 
markets. In addition to new legislation that sought to reinforce consumer rights in connection with energy supplies, 
the Commission conducted a consultation on consumer rights. The results of this consultation showed the limited 
extent to which European citizens, and in some cases Member States, understood how European legislation 
protects their rights. Market liberalization has enormous potential for consumers in terms of prices, choice, 
innovation and service quality. But that potential will only be fully realized if consumers know that they could be 
getting better deals and feel it is easy for them to find those deals. 
 
The next presentation was delivered by Ms. Aistija Zubaviciute, Programme moderator, who presented the Case 
study: Social Aspects of Tariff Setting in Lithuania.   
 
In her presentation Ms. Zubaviciute mentioned that in Lithuania despite of the fact that, in theory, the market is 
open, in practice there may still be only one supplier, lack of choice for consumers. Fully open markets with well-
functioning competition cannot in the long term coexist with regulated prices. All countries which are transitioning 
should publish (by 01/07/2008) an individual road map explaining the process of transition to a competitive market 
and the removal of regulated prices. Steps taken by the Member States during the transition period should be 
properly monitored both at the national and EU levels. ERGEG urges Member States governments and regulators 
to act rapidly so as to create an environment which is attractive to new suppliers. 
 
The protection of vulnerable customers from potential abuses of dominant positions remains necessary in the 
competitive market. However, the tools required to provide this protection must work in line with and support the 
pre-requisites of open and competitive markets.  
 
ERGEG believes that, in general, issues of consumer protection and the needs of vulnerable customers are social 
issues rather than energy policy issues. It is the Member State governments’ responsibility to define the tools. It is 
not a regulatory issue. In order to protect vulnerable customers, alternatives other than regulated end-user prices 
should be used.. For example, different energy taxes or VAT based on (for example) income, geographical 
conditions, industry situation or competitive situation; subsidies, either proportional or lump sum; social benefits. 
 
Price regulation must be balanced so as not to obstruct the opening of the market, create discrimination among 
EU energy suppliers and reinforce imbalances in competition or restrict resale. Finally, a transparent price model 
that reflects market prices should be defined. 
 
In this case, or during the transitional period, tension arises between two objectives: universal service and a 
competitive environment. How is it possible to avoid distorting the supply market? Definition of the duties of the 
universal service supplier is necessary. Their possible functions could be: to serve everyone who does not 
choose their own supplier for whatever reason; to provide service only in temporary and exceptional 
circumstances (such as bankruptcy). 
 
Their pricing can be: regulated; auction-based (in Lithuania – according to legal amendments in Parliament); 
Based on bids; other method. 
 
In summary it can be mentioned that there are no social tariffs in Lithuania, except for some historic rebates for 
the nuclear power plant’s regional customers. Electricity tariffs are a sensitive issue, because a countries’ 
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economy depends on them a lot in terms of competitiveness. There should usually be strong political will to 
ensure avoidance of cross subsidies to customers and their groups.  
 
The following presentation was on the Polish Case Study on Social Aspects of Tariff Setting  by Ms. Anna 
Bednarska, Energy Regulatory Office of Poland. As far as the Polish case goes, we still do not have in legislation 
a definition of vulnerable customer, defined categories or an adopted scheme for supporting vulnerable 
customers. In the Polish Energy Law and secondary legislation (ordinances) there are some regulations which 
work to strengthen the positions of customers, such as: the process supply tariffs’ approval for household 
customers. In 2008 the President of ERO adopted the document “Roadmap of Prices Liberalization for all 
electricity consumers. Towards the customers’ rights and effective competition in the power industry sector.” In 
this document the President of ERO determined a set of conditions which must be fulfilled in order for the decision 
to be made to remove household customer pricing from the electricity tariffs’ approval regime.  
 
Energy enterprises may suspend the supply of gaseous fuels, electricity or heat if the customer delays the 
payment for the gaseous fuel, electricity, heat or the services received for at least a month after the due date of 
payment in spite of a prior written notification of the intention to terminate the agreement and a designation of an 
additional two-week long term of settlement of the outstanding and current liabilities. The energy enterprise shall 
be obliged to restore the supply of gaseous fuels, electricity or heat suspended immediately after the reasons 
justifying its suspension have ceased to exist. Ms. Bednarska also spoke about the possibility of prepayment 
meters’ installation and listed the conditions on which an energy enterprise may install a prepayment metering 
and settlement system used for the settlement of the supply with gaseous fuels, electricity or heat to a customer. 
The costs of the installation of the metering and settlement system referred to in (1) shall be borne by the energy 
enterprise. Should the customer not agree to the installation of the metering and settlement system, the energy 
enterprise may suspend the supply of electricity or terminate the electricity sale agreement. Regarding dispute 
resolution it was mentioned that the President of the Polish NRA is empowered to resolve disputes related to a 
refusal to conclude a grid connection contracts, a sales contracts or a transmission and distribution contracts to 
the grid because of insufficient economic conditions (disputes). In this frame the Regulator acts as third party 
body and resolves disputes according to a procedure set out in administrative law (Code of Administrative 
Procedure); hence the procedure is compulsory. On the basis of the procedure, the regulator is obliged to resolve 
the dispute within 30 days.  In Poland, at the end of 2010, the Energy Arbitration Court was set up in order to set 
dispute settlements. In Poland, in theory household customers have also access to the Energy Arbitration Court in 
Warsaw but actually there is a very high arbitration fee for dealing with the dispute. The minimum charge for 
household customer is nearly about 675 Euro per case, therefore a fee can be perceived as a barrier to take 
advantage of Alternative Dispute Resolution (ADR). On the other hand in Poland, the ADR for consumers operate 
under the auspices of merchant inspections. These alternative dispute settlement bodies are made available for 
all household customers without any charge.   
 
In Poland ERO was a leader in promoting idea to implement solutions/schemes for protecting vulnerable 
customers in gas and electricity sectors with preparing financial support scheme based on the social assistance. 
In 2008 ERO established a working group for dealing with vulnerable customer problems and fuel poverty issues. 
The main aim of this workgroup was to prepare a special programme for vulnerable customers’ protection, to 
prepare a proposal of law changes for implementation of the programme and to indicate sources for financing 
vulnerable customers’ protection system. The final Report was published on 31 March 2008 on ERO website. The 
simple scheme for financial support for vulnerable customers was proposed to implement in Poland. The scheme 
was based on existing solutions and regulation in Social Assistance Law. On the other hand the President of ERO 
does not have legislative initiative that belongs to the Minister of Economy. In 2009 the Ministry of Economy has 
prepared draft governmental proposal with 30% discounts on energy prices and subsidies for suppliers from state 
budget. According to Regulator opinion the governmental proposal is not based on the social policy regulation 
and the scheme is to complex. The regulation for establishing financial scheme for vulnerable customers does not 
exist. (It is still a draft). 

II.5.4 Description of the 2 nd day of the programme  

 
The second day of the workshop was opened with a presentation on Customer education and information 
programmes  by Mr. Edin Zametica, Secretary, State Electricity Regulatory Commission of Bosnia and 
Herzegovina, Chairman of the Customer Working Group of the Energy Community Regulatory Board (ECRB).  
 
EU consumers are bombarded with messages, advice and warnings. Consumer education is crucial in helping 
them make meaningful choices and help consumers know and use their rights when faced with that information 
overload. Consumer information on its own does not suffice. It is highly necessary to complement this information 
with consumer education which addresses skills, attitudes, and knowledge to help individual consumers look for, 
understand and apply consumer information. 
 
The education of consumers is an ongoing task for public bodies, regulators, consumer organizations, NGOs, 
business organizations and academics. 
 



Capacity Building for Sustainable Energy Regulation in Eastern Europe and Central Asia    Final Report 
Contract No: 2009/228300 
 

EU priorities in education are the following: educate young people, who are a vulnerable target group, and who will be 
the consumers and the parents of tomorrow.; educate vulnerable adults in cooperation with adult education institutions 
and social services; fill the existing gap at university level in consumer protection; integrate consumers’ interests into the 
education policies.  
 
Finally Mr. Zametica concluded his presentation with the current EC consumer education tools: the Europe Diary   
a school diary aimed at helping students between the ages of 15 and 18 ; the Dolceta  is a web-based tool which offers 
consumer education modules targeted at teachers and trainers, as well as consumers; the European Integrated 
Master Programmes provides future professionals with the opportunity to acquire skills to work as multipliers of 
consumer policy at NGOs, and in public and business sectors. 
 
The next presentation was held by Ms. Anna Bednarska from the Energy Regulatory Office of Poland on 
Customer protection and strengthening the position of customers. Ms. Bednarska started her presentation 
with introduction of Corporate Social Responsibility (CSR) and  that the ERO is involved in promoting the idea of 
CSR. The goal of CSR is to embrace responsibility for the company's actions and encourage a positive impact 
through its activities on the environment, consumers, employees, communities, stakeholders and all other 
members of the public sphere. Furthermore, CSR-focused businesses would proactively promote the public 
interest by encouraging community growth and development - voluntarily. The President of ERO twice conducted 
research on implementing CSR strategies in the energy sector in Poland. Then she introduced the Spokesman for 
Fuel and Energy Consumers whose main task is to provide information and help to energy, gaseous fuels and 
heat customers;  to protect the interests of customers in their relations with energy enterprises; to enhance 
cooperation with energy enterprises and their organizations in the frame of protection of customers’ interests as 
well as cooperation with institutions and organizations which deal with customer protection. The Spokesman 
keeps a register of refusals and objections to refusals to connect to the energy and gas networks. In Poland, the 
Spokesman for Fuel and Energy Customer keep also a register of customer complaints. The classification system 
divides complaints into thematic areas of gas, electricity and heat, settlement of bills, disconnection and problems 
with contracts that are submitted by organizational units of the ERO.  
 
Polish energy consumers can address their complaints to the energy sector entities (suppliers and/or operators) 
that they have contractual relations with. Consumers who are not satisfied with the results of complaint handling 
can present the complaint to third party bodies. Here there is no clear division of responsibility for a customer 
complaint/inquiry using third-party bodies (independent alternatives, or out of court mechanisms or dispute 
settlement bodies). Customers may send their complaints/inquiries to the regulator, or a local consumer 
ombudsman or a consumer organization (governmental or NGO). The Polish Energy Regulatory Office (ERO) has 
limited competence in handling such complaints, as opposed to dispute settlement competences, when the 
regulator’s decisions are legally binding. The position of an Energy Consumers’ Ombudsman was established in 
2002 within the structure of the Polish Energy Regulatory Office. The Ombudsman deals with the majority of 
complaints/inquiries. Its opinions are not legally binding.  
 
Regarding education and information it was mentioned that the President of ERO has to undertake many 
activities to strengthen the position of customers on the market in Poland. The crucial tools for supporting 
customers are education and information. For customers to be equal market actors on the market it is important 
that they know their rights and use knowledge about energy markets for their benefit. Because of the fact that 
ERO lacks special competences for protecting customers, the yearly budget receives limited financial resources 
for this purpose. In 2010/2011 the Polish Regulator decided to apply to the Norwegian Grant mechanism to the 
amount of 352 726 Euros for an educational and information campaign. The project was financed through the 
Norwegian Financial Mechanism (85%) and the state budget (15%). In 2010/2011 ERO carried out an information 
and educational campaign entitled “Stimulating the demand side of Energy market” – promotion of consumer 
rights derived from the “acquis communautaire”, promoted to the public with the title „You can switch supplier".  
 
The next topic on the agenda was Social protection schemes applied in the energy sect or , the first 
presentation on this issue was presented by Ms. Aistija Zubaviciute, Programme moderator, Deputy Head of the 
Electricity Department, National Control Commission for Prices and Energy, Lithuania.  
 
As was mentioned in previous presentations, the problems that vulnerable customers face concern social issues 
rather than energy policy issues. Tools required to solve such problems do not include a regulated end-user price. 
 
Alternatives for dealing with vulnerable customers could be: different energy taxes or VAT based on, for example, 
income, geographical conditions, industry situation, competitive situation, etc.; subsidies - either proportional or 
lump sum; social benefits. 
 
As was mentioned earlier, there are no social tariffs in Lithuania, but social support for vulnerable customers 
exists in district heating and hot & cold water sectors. Recipients of social support can be single families (one 
person), when the earnings are less than State supported minimum earnings (SSE) (100 EUR in 2011). Support 
amounts to 90% of the difference between the family (person) SSE and average earnings per month.  
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In the district heating sector, social support considers the expenses for the heating of a living place, but they 
should not be higher than the set normative of the costs of energy or fuel, and also the set normative when it is 
exceeded by 20% of difference between the family earnings and State supported earnings’ size of the family. 
 
In the water supply sector, social support is differentiated in terms of whether it pertains to cold or hot water: 

• Support is provided for the volume of actual cold water and outflow, but is not higher than the normative, 
and is not to exceed 2% of family (person) earnings; 

• Support for provision of hot water is provided when the volume, energy and fuel costs are not higher 
than the normative, and does not exceed 5% of a family/person’s earnings. 

Later, Mr. Edin Zametica, Secretary, State Electricity Regulatory Commission of Bosnia and Herzegovina, 
Chairman of the Customer Working Group of the Energy Community Regulatory Board (ECRB) spoke about 
Reinforced consumer rights in the third internal en ergy market package. The adoption of the package 
means reinforced protection of consumers, together with better enforcement. The role of regulators has 
considerably evolved. Regulators, with other relevant authorities, must ensure that consumer protection measures 
are enforced and that customers benefit through the efficient functioning of their national markets. Regulators will 
be involved in actively monitoring switching rates, complaints and the level of competition in the retail market. 
Furthermore, consumers must be properly informed of their actual electricity consumption and costs frequently 
enough to enable them to regulate their own electricity consumption. Regarding, smart metering of electricity, at 
least 80% of those consumers who have been assessed positively have to be equipped with intelligent metering 
systems by 2020. In the case that no economic assessment of the long-term costs and benefits is made, at least 
80% of all consumers have to be equipped with intelligent metering systems by 2020. 
 
Mr. Mantas Vaskela, Head of New Products and Services, Lesto, delivered a presentation on The utility 
perspective: how utilities can identify vulnerable customers, available state aid programs, energy 
efficiency programs . Mr. Vaskela began his presentation with listing the recent energy efficiency 
targets/achievements in the European Union: the EU2020 agenda;, the EU Directive on smart-grids: a need to 
perform a Cost-Benefit Analysis (hereafter – CBA); ERGEG papers on the benefits of giving consumers relevant 
information about their energy consumption; EURELECTRIC Smart-Grid Task Force and a Working group; from 
2000 to 2011 there have been about 300 Smart-Grid projects in the EU, the total value of which is estimated to be 
€5.5bn. 

The benefits of Smart-Grid, and particularly Smart-metering, are widely acknowledged. Smart-Grids create a 
direct link between the consumer and electricity companies on the market, and allow them to interact. Consumers 
can be given information on how they use energy and can make informed decisions. Suppliers are allowed to 
incentivize consumers and therefore ease the balancing of electric grids. Networks can plan outages and losses 
more efficiently. It can be noted that mutual benefits are achievable through the implementation of Smart-
metering. Currently, almost every single EU country is undergoing some sort of investment in smart-grid and 
smart-metering projects. 
 
Regarding identification of socially vulnerable consumers it was mentioned that EURELECTRIC’s position is that 
debt is not automatically an indicator of social vulnerability. Secondly, it is important that it is not utilities that have 
to define socially vulnerable consumers. This should be done by government agencies. Once a clear definition is 
established, utilities need to adopt a highly personal approach to these customers and it is important that utilities 
are incentivized to spread information about the help and benefits they provide to those in need. 
 
On the example of his own company Mr. Vaskela demonstrated that with a Corporate social responsibility 
campaign and other smaller scale PR campaigns the number of customers’ complaints could be decreased; 
customer satisfaction index TRI*M could be increased; energy efficiency awareness could be raised up to 52%; 
Number of consumers, who claim to be actively monitoring their energy usage could increase by 16% to almost 
50% In the future, LESTO plans to continue with the CSR campaign. LESTO will do a full-on electricity usage 
audit for schools, and publish results for the public. LESTO and approximately 70 major businesses in Lithuania 
have signed a goodwill protocol, where every company promises to actively monitor their energy consumption 
and use energy efficiently. Technology displays in businesses and schools are also planned, with major partners 
such as Phillips and Osram. 
 
Mr. Vaskela also spoke about how a company which provides customers with energy information regarding the 
use of energy can advice on how to use that energy effectively, materialization services for that advice and 
support and maintenance. This is regarded to be full energy service portfolio. 
 
By providing both CSR and how to use energy effectively, utilities can help customers make informed decisions 
about their energy usage. By offering vulnerable consumers the tools, such as in-home displays, companies can 
reduce their customer complaints and increase the number of payments on time. Such actions also increase 
customer satisfaction. Further, the information about such exemplary cases and customers should be spread to 
the media, encouraging consumers to monitor and use their energy efficiently.  
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Next, Mr. Vaskela spoke about best practices in treating vulnerable consumers in Europe such as displaying 
relatively large amount of information on the electricity bills possibly with the details of a consumer’s consumption, 
it is even recommended to compare the consumption with the previous month consumption, and the same month 
of the previous year which could be a signal to a vulnerable customer; it is also important, whenever the 
consumption of a vulnerable consumer has jumped over the affordable level, to use a highly personalized debt 
process; it is also highly important, when dealing with vulnerable consumers who have debt, to give them ability to 
clear debt within a prolonged period of time. This, however, has to be done together with signing the agreement 
that customer acknowledges that the debt is correct in amount, making court action in the future easier if 
necessary, but mainly providing a leverage for the company against the misuse of the option. 
 
The main conclusions from the information outlined in the presentation were the energy efficiency is not a burden 
but an opportunity for companies to gain more by investing less; companies should be encouraged to participate 
in such activities; CSR is an efficient and economic way in order to promote rational consumption of energy;  CSR 
through promoting information and the “concept of measurement” is an efficient tool to minimize customer 
distress;  By offering customers information and tools to relieve their energy inefficiency, companies stand to gain 
more than to lose. 
 
The next topic was Poverty reduction policies  by Mr. Edin Zametica, Secretary, State Electricity Regulatory 
Commission of Bosnia and Herzegovina, Chairman of the Customer Working Group of the Energy Community 
Regulatory Board (ECRB). Fuel poverty is an interaction of three different policy areas: energy, housing and 
incomes. Understanding and evaluating fuel poverty phenomenon entails an understanding of these areas and 
their interactions. The notion of fuel poverty is just starting to emerge in most European countries as a particular 
kind of poverty. Fuel poverty can be defined as a household’s difficulty, sometimes even inability; to adequately 
heat its dwelling, at acceptable price. 
 
Then Mr. Zametica stopped in detail on each consequence of fuel poverty: physical health risks and impact; 
mental health risks and impacts; degradation of dwellings; excessive debt (less disposable income for other 
essentials such as food and transport); CO2 emission (energy performance of dwellings and their degradation 
cause an increase in the energy consumed to keep an adequate heating standard). 
 
Regarding good practices and general results in fuel poverty it was mentioned that fuel poverty is a complex 
phenomenon and actions and measures may work towards three different targets: to reduce energy prices for the 
households (“energy prices side”);  to improve energy efficiency of buildings occupied by vulnerable households 
(“energy efficiency side”), commitment and effort in educating households to the rational use of energy and 
energy saving; they may work in the social field by strengthening low incomes as possible (“households’ income 
side”). Obviously every “good practice” needs to be supported by a Communication and training Plan: information 
is necessary to make citizens, key-actors and other subjects aware of the opportunity whereas training allow to 
transfer to technicians, decision makers and others. 
 

II.6 Workshop on Energy Regulatory Implications of Energy Efficiency  

II.6.1 Introduction 

The event was attended by 39 representatives  from the National Regulatory Authorities and non-regulatory 
ministry representatives, involved in issues related to energy efficiency, as well as by representatives of relevant 
local energy efficiency centers, other NGOs involved in national energy efficiency policies, or local utilities 
representatives from Armenia, Azerbaijan, Belarus, Georgia, Kazakhstan, Kyrgyzstan, Moldova, Tajikistan 
and Uzbekistan . The programme allowed for the introduction of the EU’s energy and climate change policy and 
its diverse objectives. Furthermore, it presented the EU’s policy to overcome the energy efficiency barriers and 
the newly proposed energy efficiency directive. The programme addressed case study presentations by practicing 
EU member energy regulators on tackling energy efficiency (EE) policies and measures and their specific roles in 
these policies. The workshop entailed presentations by select utilities (distribution and transmission companies) 
so that the Inogate Partner Country representatives could better understand the role of utilities in energy 
efficiency measures and the benefits of EE to consumers and utilities. The event closed with presentations and 
open discussions on the potential barriers when implementing EE policies in transition countries and on the 
potentials for removing these barriers. The workshop focused on the relevant EU policy and guidelines with 
special attention on regulatory concepts and issues of energy efficiency. Beside regulatory and ministry 
representatives the programme attracted altogether 6 representatives from Kazakh utilities:  JSC "Samruk-
Energo", "Kazakhmys Corporation" Ltd, JSC "Samruk-Kazyna", Central Asian Electric Power Corporation and 2 
representatives from NEC JSC "KEGOC" and one representative from a GO organization:  USAID Mission in 
Kazahstan.  
 

II.6.2 Description of the Programme 

During the 3-day workshop, participants were able to study the following broad aspects of energy regulation: 
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• Introduction: Definition of Energy Efficiency (EE), Rea sons for EE measures, Energy 

Efficiency Indicators 
• Case Study Presentation: Energy Efficiency in Kazakhsta n 
• EU Energy and Climate Change Package, EU Policies to Ove rcome EE Barriers  
• EU Experiences of EE Obligations on Energy Utilities  
• Case Study Presentation: Energy Efficiency in Portugal: Lessons Learnt 
• EE Support Schemes: Financial Measures, Tradable Certif icates, Energy Audits 
• EE Support Schemes: End-Use Efficiency 
• EE Support Schemes: Smart Metering 
• Energy Efficiency in Electricity Production, District H eating 
• Case Study Presentation: Biomass based power producti on in the Hungarian regulatory 

environment – Lessons learned in the 20 MW Szakoly Pr oject 
• Benefits to Consumers and Utilities; The Utility Per spective; The Role of Utilities and 

Distribution Companies (transmission planning inter connection standards (small scale 
renewable energy systems)  

• Roundtable Discussion: The Role of National Regulat ors and Other Government Institutions 
in the Promotion of End-use EE 

• Roundtable discussion: Potential Barriers to Implem enting EE Policies in Transition 
Countries and the Potential for Removing These Barri ers  

 
 
In addition to the above, based on suggestions from participants of the previous programmes, the Agenda of the 
Programme included a roundtable discussion of Energy Efficiency incentives and support schemes avai lable 
and potential barriers in Inogate Partner Countries and other issues related to the main theme contributed 
to by each country participating in the Programme.  
 
The Workshop gave an opportunity for an overview of the situation and the regulatory system related to energy 
efficiency issues and policies for overcoming energy efficiency barriers and the newly proposed energy efficiency 
directive. The presentations which introduced the systems of different countries varied in their depth and quality 
thus did not provide a full overview and allow for a comparative analysis. Despite the different quality of the 
presentations, one of the most highly appreciated sessions of the workshop was the roundtable discussion. 
Participants (in their written assessments) recommended more roundtable sessions for participating countries and 
longer presentations. 
 
The workshop also provided opportunity an opportunity for formal and informal discussions on various aspects of 
energy efficiency. Discussions held during the workshop were vivid; participants addressed many questions to 
presenters in the Q&A parts of the agenda. 
 
The project team prepared a pre- and post-workshop assessment exercise. The pre-program questionnaire was 
distributed right after the welcoming address of the program while the post evaluation was filled in by participants 
at the very end of the workshop.  
 
According to the written and oral evaluations of representatives of 9 Inogate partner countries, the workshop was 
considered highly informative and useful. Most participants were highly satisfied with the programme and its 
organization as well.  
The first presentation on the agenda was delivered by Mr. Luc Werring, Senior Fellow at Clingendael International 
Energy Programme in the Netherlands. He gave an introductory lecture to the workshop entitled: Introduction: 
Definition of Energy Efficiency (EE), Reasons for EE meas ures, Energy Efficiency Indicators  
 
Mr. Werring stated that it was important to agree upon the definitions of energy efficiency and energy saving at 
the beginning of the seminar. Energy efficiency means less energy input for an equivalent level of economic 
activity. Energy savings is an absolute decrease of energy used and can be realized through increasing energy 
efficiency but also by other factors such as declining economic activity and behavioural changes.  
Targets in the EU are expressed as energy savings, but the clear aim is to reach these targets by mobilizing the 
untapped potential of cost effective energy efficiency. 
 
The reason for worldwide promotion of energy efficiency is that it is the answer to two big global challenges:  

- The difficulty of supplying the world with enough energy 
- Climate change  

 
Climate change is a serious threat to the lives and welfare of billions of people. It is clear that the climate is 
changing. It is almost sure that human activities are one of the main causes for the disturbance of the balance of 
greenhouse gases in the atmosphere. It seems that the overall effect of climate change could make the planet a 
very unpleasant place to live. Common efforts are needed and energy efficiency is a no regret policy for 
combating climate change. 
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Increasing energy efficiency is very often cost effective, which in theory would mean that market forces should 
stimulate and create demand for it. However, the invisible hand of the market does not work appropriately 
because of several market imperfections. It is therefore the task and duty of governments to intervene and to lay 
down measures that mitigate and remove these market imperfections.  
 
Energy efficiency is often measured as an improvement in energy intensity (the amount of energy needed to 
produce a certain amount of product or per unit of GDP). However, there are autonomous developments that may 
cause decreases in energy intensity, such as economic development and structural changes in the economy that 
make it difficult to use this indicator for measuring progress or for setting overall political targets. Therefore targets 
are more often expressed in terms of energy savings. The main difficulty is to define the baseline (business as 
usual) from which these savings are being calculated. 
 
The next presentation was held by the host organization and presented the Kazakh situation. Mr. Nurlan 
Aldabergenov , Chairman, Agency of the Republic of Kazakhstan for The Regulation of Natural Monopolies 
(ANMR) gave an overview about the situation in Kazakhstan in Energy Efficiency through the Tariff Policy in 
Kazakhstan . 
 
According to his presentation, the main areas of tariff policy are the following: enhancement of the attractiveness 
to investors of the regulated sector, resource conservation and energy saving. In the transmission and distribution 
of electricity sectors there are 21 RECs and 104 energy transmission organizations. 
 
 REC – regional electric network 

companies  
Other energy transmission organizations 

Current situation All RECs operate using investment 
(medium term) tariffs  

7 energy transmission organizations oprate usiing 
investment (medium term) tariffs  

Prospects From 2013 the new benchmarking 
method will be applied for calculation of 
tariffs of RECs (as recommended by 
EBRD).  

Conversion to work using investment tariffs for the 
medium term, ensuring execution of investment 
programs  

 
It is proposed to initiate changes to normative acts that oblige energy transmission organizations other than RECs 
to operate at investment (medium term) tariffs and transfer to JSC FNB Samruk-Kazyn the state owned energy 
transmission organizations. In the presentation it was mentioned that, in total for 2011-2020, at the rate of the 
current tariff it will be necessary to invest 727.8 million USD (106.9 billion Tenge.) 
 
Then Mr. Aldabergenov presented the benefits of the benchmarking method is to be used in Kazakhstan which 
are to be the followings: consideration of efficiency of the activities of REC on basis of a different indicators (e.g. 
number of consumers, volume of services, costs, length of power transmission lines and capacity of 
transformers); a RECs is to be able to allocate and streamline expenses independently within the limits of the set 
tariff income; a REC is to be able to enhance its investment attractiveness which may include optimizing activities, 
technologies, the improvement of labour productivity and the reduction of operating costs of RECs; it is to be 
possible able to evaluate the potential for improving the efficiency of each REC and the possibility of setting tasks 
for this purpose within the framework of tariff regulation; the law has set the term for the introduction of REC tariffs 
using the benchmarking method – January 1, 2013. 
 
Regarding the situation in the sectors of transportation of oil and gas through pipelines, the details are: 39 are 
subjects of natural monopolies, including  
39 subjects of natural monopolies, including: 

-  transportation of oil : 3 subjects of natural monopolies 
Including JSC KazTransOil (as part of the JSC FNB Samruk-Kazyn) 

-  Transportation of gas : 36 subjects of natural monopolies 
Including JSC ITsA and JSC KazTransGaz Aymak (as part of the JSC FNB Samruk-Kazyn) 
 
The current situation is that there are 3 subjects of natural monopolies working at investment (medium term) 
tariffs (which are not part of the JSC FNB Samruk-Kazyn). The prospects are for the conversion of other subjects 
of natural monopolies to work at investment tariffs on a mid-term basis, which would ensure the execution of 
investment programs. The following results are expected:  

• enhancement of attractiveness to investors; 
• stability and predictability of tariffs for consumers; 
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• improvement of the quality of services through investments in modernizing assets. 
 
In order to save electricity there are differentiated tariffs for electricity: 

Depending on the volume of consumption: work has been completed on the introduction of a 2-tier tariff in all 
regions of the Republic of Kazakhstan. The potential monetary gain from the introduction of differentiated 
tariffs is about 13,6 million USD (2010).  

  
As for results as of 2010:  

• electricity savings amount to about 248 million kWh or 2.3% of the total consumption of electricity by the 
population; 

• saving of fuel – about 62 thousand tons of coal (about 1 000 car loads); 
• reduction of emissions of pollutants (particulates) - about 27 thousand tons); 
• saving of customers’ money to the amount of about 20.4 million USD; 
• there is now the possibility for customers to choose a tariff plan. 

 
Finally, Chairman Aldabergenov talked about the current situation: work is being carried out on the 
implementation of a 3 tier system of differentiation (e.g. in a pilot project by the end of 2011 a 3rd tier 
differentiation scheme will be introduced in Kyzylorda Oblast which accounts for more than 150 kWh). 
 
Three other case studies gave participants an idea about some more aspects of Energy Efficiency in 
Kazakhstan.  
 
Mr. Nikolay Korobovskiy , the Managing Director for Energy, LLP" Kazakhmys Corporation " talked about the 
The Role of Marginal Rates in the Restoration of Pow er Plants using the Example of Ekibastuz-GRES-1; 
Impact of cap rates on rehabilitation of energy gen erating organizations in the RK. 
 
Mr. Korobovskiy also talked about investment projects for the period of 2009-2015: 
 

 
 
The presenter said that the introduction of cap tariffs in 2009 allowed the commencement of restoration work and 
the commissioning of the requisite capacity for supporting the growth in consumption of electricity predicted in 
Kazakhstan. By the end of 2012 it is planned that unit No. 8 with a capacity of 500 MW will be commissioned, in 
2014 commissioning of unit No. 2 with a capacity 500 MW and in 2016 commissioning of unit No. 1 with a 
capacity of 500 MW. Each energy unit of 500 MW is able to generate 3 billion kWh of electricity a year, thus 
providing for the main share of growth in consumption of electricity in the RK. 
 
Mr. Yerkin Amirhanov , Member of the Board of Directors, JSC «Central-Asian Electric-Power Corporation» (JSC 
CAEPCO) introduced the topic Energy Efficiency in the Investment Program of JSC CAEPCO . He described 
an increase in installed capacity by presenting graphs and figures, as well as describing an increase in efficiency 
of production. He talked about the EBRD and CTF loan for the reconstruction of district heating networks.. Finally 
he described basic solutions for the reconstruction of electric networks, namely: 

✦ Replacement of underperforming equipment, aimed at reducing technical losses and increasing 
the consumers supply reliability increase. 
✦ Implementation of ASKUE, including ASKUE of household consumers. 
✦ Replacement of bare cables for SIP in order to reduce commercial loses of electrical energy.  
 

Expected results from the reconstruction of district heating and electric networks: 
✦ Reduction of heat energy losses from 34% to 26% - or 600 000 GCal; 
✦ Reduction of ‘technical losses’ of electrical energy from 13% to 10%; 
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✦ Liquidation commercial losses 
✦ Reduction in fuel consumption of 225 000 tonnes while maintaining production of all necessary 
heat power for consumers; 
✦ Reduction of pollutant emissions; 
✦ Automation of heating units; 
✦ Automation of technological units; 
✦ Reconstruction of drainage pumping works. 

 
 
Last to present was Mr. Zhandos Medeuov , General Manager, Production and Technical Department of JSC 
"Samruk-Energy". Mr Medeuov shared his experiences about the Ways to Achieve EE in Power Generation 
Sector of the Republic of Kazakhstan . 
 
His presentation included the following details: 
 
As of January 1, 2011: 

- there were 66 power plants 
- Installed capacity – 19 440 MW 
- Consumption of electricity in year 2010 was 83.8 billion kWh 
- Generation of electricity in year 2010 was 82.3 billion kWh 

 
The Production mix by generation source type in Kazakhstan is as follows: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
The main areas for improving energy efficiency are in enhancing steam production in steam turbine plants.  
Each Kazakh case study presentation was very interesting and was followed by a lively and interesting 
discussion. 
 
The next presentation was delivered again by Mr. Luc Werring , Senior Fellow at the Clingendael International 
Energy Programme (The Netherlands), this time on the EU Energy and Climate Change Package, EU Policies 
to Overcome EE Barriers. 
 
Mr. Werring emphasized that the EU wants to play a leading role in combating climate change and at the same 
time is subject to a growing dependency on imports of fossil fuels. Moreover, the EU wants to develop its global 
competiveness. 
 
Before going into the contents of the adopted policies in this political context, Mr Werring said that it was useful for 
non EU participants to the seminar to have explained how the EU decision making process works and the way EU 
legislation is implemented. 
 
The 20-20-20 targets were adopted in 2008, reconfirmed in later European Council meetings and ultimately 
implemented by legal acts proposed by the Commission and adopted by The European Parliament and The 
Council of Ministers. Targets are the following: 

 reducing greenhouse gas emissions by 20% compared to 1990 levels (a binding target); 
 increasing the share of renewables in final energy consumption to 20% (also a binding target); 
 moving towards a 20% increase in energy efficiency (a non binding target) through 

implementation of national legislation. 
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It is fair to say that climate change may be the biggest global challenge but the security of supply is at least as 
important a driver behind the setting of these EU targets in these fields. 
 
The operational policy instruments that were adopted for the purpose of realizing the 20-20-20 targets are:  

 The Emission Trading System Directive (ETS sector) 
 A burden-sharing decision on reducing GHG emissions in the non ETS sector 
 Directives on cogeneration, improving the energy efficiency of buildings and appliances, etc. EU 

measures in transport. 
 Directive 2009/28/EC on the promotion of the use of energy from renewable sources (replacing 

2001/77 and 2003/30) 
 
The contents and implementation of these legal instruments were explained - with the exception of those 
measures that were implemented in the field of end use energy efficiency - as these were planned to be 
discussed in detail at a later stage of the seminar. 
 
The latest energy efficiency action plan published in 2011 by the Commission seems to be unsure about relying 
on the ETS and seems to be considering (from 2013) binding efficiency targets and a mandatory application of 
BAT as a prerequisite for authorization of new permits and permit updates. Moreover, the new intention as 
regards energy efficiency is to double efforts going towards 2020 with a lot of emphasis placed on making energy 
efficiency improvements in the residential sector. 
 
A proposal of the Commission for a Directive to replace Directives on CHP and energy services was mentioned - 
to be discussed later in the seminar. 
 
In the afternoon, the programme continued with the EU Experience of Energy Company Obligations to 
Stimulate Energy Efficiency Investments; presented by Mr. Eoin Lees , Partner, Eoin Lees Energy; Senior 
Advisor, Regulatory Assistance Project (RAP) Europe. 
 
Fist, Mr. Lees introduced RAP, the Regulatory Assistance Project. During his presentation, Mr. Lees focused on 
the following subtopics:  

� Clarifying terms concerning Energy Company Obligations (ECOs) (also known as Energy Efficiency 
Obligations and White Certificates (WCs));  

� Detailing key principles & regulatory involvement; 
� Presenting a snapshot of the 2008 situation in the EU with results where available, and recent 

developments with ECOs in 2011; 
� Explaining the importance of ECOs in Member State (MS) National Energy Efficiency Action Plans 

(NEEAPs) for those countries with ECOs; 
� Explaining the superiority of ECOs over increases in energy prices for delivering energy and making 

CO2 reductions; 
� Finally, Mr. Lees  presented on the question of whether ECOs do or do not work.  

 
 
The presenter emphasized that Energy Efficiency (EE) does not happen to the extent that “the rational economist” 
would predict due to market barriers. ECOs only exist because the Government has intervened in the energy 
market to require energy companies to stimulate the saving of energy in eligible customers’ premises and/or 
homes. In this sense, ECOs perform the same role as other environmental interventions into energy markets, 
such as EU ETS Certificates or Green Certificates (Renewables). 
 
All such ECOs in the EU operate on the same principle – they are obliged to require the energy company to prove 
that their activities have resulted in energy efficiency improvements made by eligible end use customers - for this 
they are awarded a WC detailing the extent of the energy savings achieved. 
 
Regarding the costs involved: 
 

 The cost of energy efficiency measures is met by energy companies (subsidies), with contributions from 
customers, landlords (especially social), local authorities, charities, manufacturers, etc; 

 Costs arise from marketing of the energy company, sales, reporting, planning etc. (in UK cost estimates 
are that ~18% of direct costs may be spent by the energy retailer on EE measures); 

 Reporting & monitoring of energy saving projects if and when energy company targets are met (in UK 
this is done by Ofgem (the Energy Regulator)  - estimated at <0.1% of energy supplier costs in 2010); 

 Government resource costs of setting targets every few years and investments into R&D  
 
As for the potential role of regulator, they: 

 Can set the energy saving targets – but it is better if the national government does this as there is a 
political balance to be maintained between the economic, environment and social implications of ECOs; 

 In Italy and the UK, the regulator acts to administrate the ECO; tasks include apportioning the overall 
target to individual companies, approving project outlines before the start, verifying that projects have 
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been implemented and done well so as to justify energy saving data, recording progress towards the 
company’s target (or sub target), detailing administrative requirements and technical procedures, etc. 
(e.g. the use of experts); 

 Providing periodic reports to the government, fining companies who fail to meet their targets (this has 
never happened). 

 
 
ECOs primarily originate from bilateral contracts between obligated companies and energy efficiency market 
actors (e.g. insulation companies, retailers of appliances, manufacturers, heating installers, etc.). In Italian & 
French WC schemes, accredited parties and not just the obliged energy companies can earn WCs in their own 
right. These WCs, in principle, can be subsequently traded. In Italy, there is some development of ESCOs but 
most Italian WCs earned by non obligated parties are earned by companies involved in undertaking energy 
efficiency measures. Many ECOs require a check on the quality of a sample of energy efficiency installations to 
be made to ensure that “EE is a good experience” and this has improved the quality of installations. 
 
The last presentation (on 14 September) was delivered by Mr. José Braz , Executive Board Member of the 
Energy Services Regulatory Authority of Portugal. Mr. Braz gave a Case Study Presentation: Energy 
Efficiency in Portugal and on the Lessons Learnt . 
 
To start, Mr. Braz introduced relevant EU energy policy, namely: 
 
Green paper – A European strategy for sustainable, competitive and secure energy. This develops a common 
and coherent European Energy Policy. 
 
The 2006/32/EC Directive on end-user energy efficiency and energy services, which establishes the obligation 
for Member States to define an Action Plan in order to make energy savings of 1%/year until 2016.  
 
The Climate and Energy package (20-20-20 package): Reduces greenhouse gases/Increase renewable energy 
share/Reduce energy consumption 
 
The Second Strategic Energy Review 
 
The European Economic Recovery Plan: Investments in infrastructure and technology projects (including 
energy efficiency projects)    
 
The Second Strategic Energy Review (follow-up) 
 
The new Electricity Directive (2009/72/CE) , refers to the need to promote energy efficiency. “… the regulatory 
authority shall strongly recommend that electricity undertakings optimize the use of electricity, for example by 
providing energy management services, developing innovative pricing formulas, or introducing intelligent metering 
systems or smart grids, where appropriate.”  
 
On 8 March 2011, the European Commission adopted the Communication "Energy Efficiency Plan 2011"  . 
 
In order to secure Europe’s energy supply and to reduce greenhouse gas emissions the EU's climate and 
energy package sets the following ambitious targets for 2020  

�  cutting greenhouse gases by at least 20% of 1990 levels (30% if other developed countries commit to 
comparable cuts) 

�  increasing the use of renewables (wind, solar, biomass, etc) to 20% of total energy production 
(currently ± 8.5%) 

�  cutting energy consumption by 20% of projected 2020 levels - by improving energy efficiency 
More ambitious objectives are being developed for 2050. 
 
Energy efficiency represents a win-win-win proposal with the potential to: 

•  tackle climate change 
•  improve security of energy supply 
•  reduce costs within the European Union 
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Mr. Braz then introduced the "Energy Efficiency Plan 2011"  in detail. 
 
Energy efficiency is one of the most cost effective ways to enhance security of energy supply and to reduce 
emissions of greenhouse gases. Energy efficiency can be seen as Europe's biggest energy resource. 
Recent Commission estimates suggest that the EU is on course to achieve only half of the 20% target for 2020. In 
December 2010 the European Parliament called for binding targets on energy efficiency. 
  
The Commission proposes a two step approach to target setting: 
1/ First stage - Member States set national energy efficiency indicative targets and programmes.  
2/ Second stage - in 2013 the Commission will assess whether national energy efficiency programmes will deliver 
the European 20% objective. If the 2013 review shows that the EU target is unlikely to be achieved then the 
Commission will propose legally binding national targets for 2020.  
The area for greatest energy saving is buildings. 
 
After that, the National Action Plan for energy efficiency (PNAEE) was introduced- PNAEE sets up a wide range 
of programs and measures considered vital for Portugal to meet the objectives set forth in the 2006/32/EC 
Directive. PNAEE sets an energy savings target of 9,8% by 2015. 
The second day started with summarizing the results and the outcomes of the previous day by the Moderator: this 
way giving opportunity for the participants for any further questions and clarifications if needed. The first 
presentation of the day was on the Energy Efficiency Support Schemes: Financial Measures, Tradable 
Certificates, Energy Audits  by Mr. Zoltán Lontay , Office Manager, GEA EGI Hungary and his colleague, Mr. 
Andras Pal , Project Manager, GEA EGI Hungary. 
 
The presenters stated that man’s impact on ecosystems has grown tremendously to meet the exponentially 
growing human demand for material services and goods. The present development of Man cannot be maintained. 
This is demonstrated by the extinction of species, depletion of natural resources, pollution of the environment and 
increasing social tensions. Sustainable development requires a major change in the relationship between Man 
and Nature, as well as between man and man.  
 
Simulation models such as the “World 3” dynamic model (designed by Donella Meadows, Dennis Meadows and 
Jorgen Randers) warn us that global collapse is unavoidable if the present development course of the World 
continues. The main forces for change will be climate change and resource scarcity. Both are closely connected 
to energy. Climate change is caused by the use of fossil fuels and one of the most important natural resources, 
oil, is being depleted. According to independent analysts, the phenomenon of peak oil is ahead of us. After the oil 
peak daily demands for oil will not be satisfied. Easy oil is gone and every year since 1984 oil consumption has 
exceeded oil discoveries. Reference scenarios envisage that oil demand is to increase from 85 mb/d to 105 mb/d 
by 2030. There is no proof that this is feasible. Peak oil will probably cause global energy crises and trigger some 
kind of collapse. There is no common understanding on the timing and expectable consequences of the oil peak.  
 
Climate change is caused by the extensive use of fossil fuels. Immediate and drastic action is necessary to avoid 
disastrous consequences. Climate mitigation plans (so called road maps) include an 80% cut in GHG emissions 
by 2050. Unfortunately, there is no effective world governance organisation that could lead to a concerted joint 
effort by nations. Under the UNFCCC5 umbrella there is an international climate negotiating process. Signatories 
have been holding conferences of parties regularly from 1995 to the present day without any major 
breakthroughs.  
 
The No. 1 strategy to mitigate climate change and fight resource depletion is energy efficiency. Energy efficiency  
 

 reduces GHG emissions;  

                                                           
5 United Nations Framework Convention on Climate Change  
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 slows down the depletion of traditional energy sources, gives more time to transition human society to 
another energy system; 

 reduces the capital requirements needed for energy infrastructure;  
 slows down the depletion of other natural resources, such as iron and rare metals and reduces air 

pollution, freshwater use and other burdens on the environment; 
 encourages technological development; 
 creates new jobs and revenues at the local level; 
 helps shift power from transnational energy companies to local communities. 

 
The role of energy governments is very important. While an improvement in energy efficiency is in the interests of 
the entire human race, certain influential stakeholders, with short planning horizons, hold counter-interests. It is 
energy governments which can represent the interests of society, if necessary, against any particular interests.  
 
There are a variety of definitions for energy efficiency, including a technical definition, a financial definition and a 
societal definition. Each concept includes the idea of a more efficient use of energy to provide technical, financial 
or societal services. Measures that can improve energy efficiency can be better understood by the concepts of the 
energy chain and the rational market player. The first concept tells us that, while energy efficiency efforts shall be 
performed at each step of the energy transformation process, special attention should be paid to the energy 
efficiency of end-users. Better end-use efficiency can decrease the capacity and cost of energy infrastructure. The 
rational market player acts according to economic rationality. The idea of the market player includes individuals, 
as well as organizations, such as industrial companies or municipalities. When market players do not act 
according to economic rationality, this is due to market barriers. The most well-known market barriers are listed 
below:  
 

 a lack of feedback about energy consumption and costs; 
 a lack of financial investment; 
 the technology is not well understood; its application may be risky; 
 a lack of proper information about EE options; 
 a lack of motivation for the market player, short-term thinking; 
 lack of management capacity.  

 
Strategies exist to overcome these barriers. These are called support schemes. 
 
There is a variety of energy efficiency measures. They can be categorized the following way: 

a) behavioural change resulting in reduced demand for energy services or material goods; 
b) more efficient operation of energy systems or equipment; 
c) upgrading infrastructure for better energy efficiency; 
d) replacing, upgrading or retrofitting equipment or technology for better energy efficiency. 

 
Examples of more (and less) efficient uses of energy are: 

 overheating of buildings avoided by better controls; 
 use of energy management systems; 
 optimization of processes; 
 rational scheduling of work and processes; 
 energy conscious dispatching of vehicle fleets; 

 
Investment type interventions include: 

 replacing incandescent bulbs for compact fluorescent ones or replacing conventional gas boilers for 
condensing ones; 

 energy upgrades of buildings; 
 replacement of technology in industrial plants; 
 upgrading public lighting in cities; 
 installation of waste heat recovery equipment; 
 upgrading electric, gas and district heating transmission lines for loss reduction. 

 
Golden rules can be formulated about improving energy efficiency.  

1. Provide feedback about energy consumption and costs. 
2. Make energy expensive. 
3. Motivate end-users to save energy. 
4. Make EE technologies available. 
5. Provide information about EE options. 
6. Prohibit energy wastage where it is possible. 
7. Reduce the financial burden of investing into EE. 
8. Help customers in managing EE projects. 

 
The so called rebound effect suggests that access to EE technologies does not automatically reduce energy 
demand. End-users tend to spend saved money on additional energy services or other material consumption. The 
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rebound effect can offset the beneficial effects of EE. Technologies will not improve EE by themselves; at the 
societal level alone education of the end-users and the development of their awareness is equally important.  
 
There is a wide variety of support schemes from direct command to “cap and trade” systems. The support 
schemes have to be designed according to the special characteristics of the given nation. Governance setting, the 
cultural environment, and the business model of the energy sectors have to be taken into account. The energy 
governments of emerging economies should develop their own EE support schemes.  
 
The support schemes of EE policy instruments always have a target group, a goal some funding and have to be 
administered and monitored. Policy instruments are established through some kind of primary and secondary 
legislation. The schemes can be classified as follows: 
 

1. Legal and regulatory instruments. 
2. Financial instruments. 
3. Market type instruments. 
4. Influencing end-users through supply of information 
5. Demand side management and demand response programs. 
6. Voluntary agreements. 
7. District heating. 
8. Renewable power generation incentives. 
9. Combined heat and power production incentives. 
10. Other/complex programs. 
11. Leading by example: public sector initiatives. 

 
Legal and regulatory instruments can be used either in the regulation of utilities or targeted directly at the end-
users. Examples of utility instruments are listed here: 

 The compulsory take-over of renewable and cogenerated electricity. 
 Using alternative energy credits. 
 Ensuring priority access to the grid. 
 Manage the regulator’s expectations in order to maximize demand side savings before investing into 

generation or network development. 
 Regulating billing and other information to the customers. 
 Net metering: the end-users may themselves generate renewable power and deduct this from purchased 

power. 
 
Instruments for end-users include:  

 Efficiency standards for buildings. 
 Minimum efficiency requirements for appliances. 
 Emission standards for vehicles. 

 
From the support schemes for EE, financial instruments are of extraordinary importance. They can be used to 
make energy usage more expensive or energy conservation cheaper. The scope of financial instruments 
includes:  

 Grants and subsidies for EE investments. 
 Soft loans. 
 Tax credits. 
 Internalization of external costs: energy and environmental taxation. 

 
Grants and subsidies for EE investments should encourage investment into EE. Subsidy programs are usually 
funded from budgets or community funds. They are administered typically by government agencies and are 
monitored either by the same agency or contracted third parties. Grants and subsidies are strong instruments for 
influencing the market.  
 
Soft loan programs can also be implemented to encourage investment into EE. They offer lower interest margins 
and other softer conditions for investors. Such soft loans are available only for bankable projects. As opposed to 
subsidy programs they can mobilize larger value investments too.  
 
Through the help of tax credits the financial burden of organizations which invest into EE are decreased. Rules for 
tax credits must be clear and unambiguous. Tax credits should be designed in such a way that they do not cause 
market disturbances.  
 
Energy and environmental taxation makes energy consumption more expensive, which in turn makes energy 
saving more attractive. Energy taxes, if properly integrated in a tax shifting program can effectively assist in the 
restructuring of the economy. Poorly-designed tax shifting programs may have an adverse effect on the 
competitiveness of certain industries.  
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Market-type instruments include tradable white certificates, emission quota trading, tendering for EE and 
promotion of ESCO’s.  
 
Tradable green certificates (TGC) establish an obligation that retail suppliers should purchase a prescribed 
amount of eligible renewable energy or energy efficiency services. They are considered to be market tools which 
may not be politically influenced. Their main characteristics are:  
 

 They fit into the liberalized energy market; 
 The price is determined by supply and demand conditions (the market); 
 Competition from producers may result in a decrease in TGC end-use electricity prices; 
 The target renewable ratio can be met; 
 No budget money is required, except for administration; 
 Drives technology development. 

 
Energy audits are also effective tools for improving energy efficiency. Energy audits produce proposals for energy 
conservation in the following categories:  

 better operation or use; 
 introduction of better management practices; 
 investment type interventions. 

 
The energy audit methodology comprises:  

 An analysis of processes and hardware (including infrastructure and buildings); 
 Analysis of utility data; 
 On-site measurements; 
 Understanding the factors influencing energy consumption (both human and technical); 
 Development of indicators; 
 Comparison of energy performance data with benchmark figures. 

 
Energy audits facilitate understanding of the importance of energy, identify the role and the responsibility of the 
energy user and identify energy conservation opportunities. Energy audits are useful, without question, but come 
at a financial cost. Energy users may be reluctant to spend money and time on auditing. The following support 
schemes may help:  

 Mandatory audits for big energy users; 
 Introduction of building certificates; 
 Subsidized audit programs; 
 Energy audits as conditions for investment subsidies; 
 Capacity building programs for energy auditors; 
 Development of databases and other aid tools for audits; 
 Improving access to audit instruments; 
 Utility-offered audits. 

 
Next on the Agenda was  Energy Efficiency Support Schemes: End-Use Efficiency  in Mr. Luc Werring ’s 
presentation (Mr. Werring is Senior Fellow at the Clingendael International Energy Programme, the Netherlands).  
 
The presenter shared his experience and knowledge with the participants and said that, apart from local and 
national subsidy schemes, policy tools to promote end use efficiency in the EU are all legal instruments. 
 
The instruments currently used are: 

 Directive 2010/30/EU labelling Directive 
 Regulation 1222/2009 on tyre labelling 
 Energy star 
 Directive 2009/125/EU eco design Directive 
 Directive 2010/31/EU building Directive  
 Directive 2006/32/EU energy service Directive 

 
The first three instruments relate to the labelling of products and are compulsory (the Directive and the 
Regulation) or voluntary (Energy star) tools to raise public awareness of the energy efficiency of products, thus 
overcoming the information gap which is a market imperfection. 
 
In the case where there are not enough incentives for the buyer, or it is impossible to make a well balanced and 
informed decision, efficiency standards must be introduced for products. This can be done through the Eco design 
system by which for a large number of product standards have been specified which take into account the whole 
life cycle of the product. 
 
The building Directive addresses market problems with split incentives misinformation and lack of up-front 
investment opportunities in this sector. 
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Finally, the energy services Directive imposes obligations on authorities, energy suppliers and distributors to 
contribute to the achievement of a 9 year period of cumulative efficiency targets. 
 
Continuing the topic of EE Support Schemes , Mr. Mantas Vaskela  (Head of New Products and Services, Lesto, 
Lithuania) gave a lecture on Smart Metering . 
 
It was mentioned that there are two main interaction points between Smart Metering and Energy Efficiency: 

• Consumer interaction and communication 
• Time of Use tariffs and user load control 

A third topic can be identified as a direct link between energy efficiency and smart grid platforms, which is smart 
metering. 
 
Why is smart metering and smart grid important to the energy efficiency idea? 
 
The latest discussions in EURELECTRIC and wider European circles on multiple occasions have highlighted the 
fact that it is not a question of if smart metering is important for the promotion of energy efficiency, it is more a 
question of what levels of energy efficiency can be achieved without smart metering and a smart grid platform, 
and levels can be achieved with it.  
 
A smart grid creates a triangular link between the supplier, the grid company and the consumer.  

 
It allows parties to act consciously in relation to each other and therefore create a pattern of energy usage which 
is most efficient for each of the parties – and is therefore the cheapest.  
 
How can consumer behaviour be influenced? 
 
Smart metering allows companies to provide consumers with the usage and pattern data, thereby allowing 
consumers to make informed decisions about energy use. The fact that such information is useful is clearly 
indicated by the existence of companies such as Eco1 or AlertMe, which provide “next-to-the-meter” solutions for 
energy monitoring, and charge in excess of $100 for such systems, even though these systems are far more 
limited in functionality than off-the-shelf smart metering systems. 
LESTO has also proven on multiple occasions that consumer information can influence consumer behaviour. We 
may demonstrate this by investigating one particular consumer consumption pattern, with green squares 
indicating payments, and blue squares indicating information sent to the consumer: 
 
Firstly, one can note that payments are relatively irregular, and the consumption pattern is variable. Also, it is 
clearly visible that the “always-on” load consists of a daily 0,5kWh. After contacting this specific consumer and 
discussing his consumption pattern the user reduced his load by up to 20%, therefore proving that information can 
actually influence behaviour.  
Various other studies show that savings of up to 40% can be made by using advanced customer information 
systems. 
 
Results of information 
What information on real time consumption does is help to change the perception of electricity-as-a-tax to 
electricity-as-a-good. By observing their real time usage the consumer actually understands what each kWh of 
electricity consumed ‘does’ – what benefits it provides to him or her. This creates a direct measurable connection 
between electricity usage and the electricity bill. 
What is more, this information can influence not only consumers who are struggling to reduce their energy bills 
but also those who are environmentally savvy by providing information on CO2 emitted and CO2 saved. 
 
Time of Use tariffs 
TOU tariffs are by far one of the easiest and most effective ways of encouraging consumers to be efficient in their 
uses of energy, and a smart grid is by far the best way to achieve this outcome. 
After the lunch break, the Moderator of the Workshop, Mr.Valdas Lukosevicius  (Programme moderator, 
Independent Expert, Lithuania) continued with his own presentation on the Energy Efficiency in Electricity 
Production, District Heating.  
 
In his experience, all kind of fuels are becoming more and more expensive due to the growing demand from 
World markets while cheap resources are less available and there are new environmental requirements. 
Improvement of the energy efficiency of electricity generation and district heating (DH) may be one of the best 
ways to reduce fuel consumption and to improve the energy efficiency (EE) of the entire energy system. However, 
progress in this field still is rather low in the most high energy consumption countries.     
 
A survey of European countries about the promotion of energy efficiency in electricity production and district 
heating supply reveals a wide range of measures which can be classified into several groups:  
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I. Legal and regulatory instruments . Governments can set legal requirements for power companies, 
industry and households with financial penalties (or other regulated measures) for non-compliance. 
Energy regulators can work to prohibit cost inefficient energy processes. Another route is to purchase/ 
oblige or guarantee the purchase of qualified cogeneration or green electricity, district heat or other 
efficient (promoted) energy. This type of support schemes exists in many countries even with very 
liberalized energy markets. 

II. Financial measures  are designed to encourage investment in energy efficient equipment and 
processes, to promote operation of plants with optimal energy efficiency and similar developments. The 
main examples of instruments which can reduce costs associated with increasing energy efficiency are 
feed-in tariffs, fiscal incentives (tax support) and investment incentives (capital grants), etc.  

III. Market-based incentives  (tradable certificates, tenders and demand side management). These 
measures are targeted to promote the maximum energy efficiency on national (regional) markets with 
the optimal investment - when priority is allocated according to the cost efficiency of the energy saving 
measure. 

IV. Voluntary agreements  are commitments to improve energy efficiency or to reduce usage by market 
players in consultation or negotiation with a public authority. Such commitments are designed to deliver 
government policy objectives faster.  

V. Tenders are an alternative market-based measure to promote energy efficiency initiatives via tender 
mechanisms designed to assist in selection of the most effective measures. The main purpose of these 
instruments is to promote implementation of energy efficiency measures when construction of new 
energy plants and renovation of the existing energy production sources take place. 

VI. Energy audits  consists of the verification, monitoring and analysis of energy conversion, transmission or 
usage processes and may including submission of technical reports containing recommendations for 
improving energy efficiency and an action plan for implementation. 

VII. Educational and information-related activitie s generally require the provision of information to 
regulators, society, existing and potential customers, etc. in order to increase their awareness about 
energy efficiency in the supply chain. Such information highlights the need for incentives to reduce 
energy waste and encourage energy companies to learn from each to other.  
 

All the above-mentioned measures theoretically can be applied to stimulate energy efficiency in electricity 
production and district heat supply but concrete means should be selected depending on the overall 
administrational framework of the energy sector in the country in question, and should be related to general 
energy policy. The main target in regulation of energy efficiency is modification of the economic incentives of the 
national economy, energy company and consumers (as energy purchases and tax payers) in order to progress in 
this field.  

The next presentation was entitled Case Study Presentation: Biomass based power producti on in the 
Hungarian regulatory environment – Lessons learned by the 20 MW Szakoly Project  and was presented by 
the Hungarian GEA EGI Hungary representatives: Mr. Zoltán Lontay , Office Manager, and Mr. Andras Pal , 
Project Manager. 

The third day of the workshop started the same way as the second one: the moderator summarized the  
outcomes of the previous day. Again, an opportunity was provided for participants to raise further questions and 
request clarifications on the topics discussed, when needed.  
 
The first presentation was on Benefits to Consumers and Utilities; The Utility Pe rspective; The Role of 
Utilities and Distribution Companies (transmission planning interconnection standards (small scale 
renewable energy systems interconnected into grids) , delivered by Mr. Mantas Vaskela , Head of New 
Products and Services, Lesto, Lithuania.  
 
The following main questions were discussed during the overview of the topic: 

• Why did LESTO start promoting energy efficiency and what value does it as a utility see in it? 
• What are the general benefits to the consumer of using energy efficiently? 
• What are the benefits to the supplier and distribution networks- and the transmission networks? 
• What should be the role of the utility and how can it be regulated? 
• The next topic was the Role of National Regulators and Other Government In stitutions in the 

Promotion of End-use EE . Before creating a roundtable discussion on the topic, Mr. Robert 
Lieberman  (Former Regulator, Chicago, USA; Principal, Regulatory Assistance Project) had an 
introductory, thought-provoking presentation first.  

 
Mr. Lieberman said that EE can reduce overall demand (or growth in new demand) while still reliably meeting 
system needs. At lower cost to the system, keep customer costs affordable, as compared to the alternatives. 
 
He mentioned that energy efficiency that is cost effective from a societal perspective faces numerous barriers that 
government policies must work to overcome. Some of the most significant market barriers are: 
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 Higher first cost: Efficient buildings and equipment save money over their lifetime, but may cost more up 
front. Consumers generally value cash today over future savings, or just don’t have the cash.  This 
higher first cost serves as a major disincentive to customers to invest in energy efficient equipment and 
buildings.  

 
 Artificially low tariffs: Tariffs often do not reflect the actual cost to the electricity sector of delivering 

electricity. Some tariffs are subsidized; most do not reflect peak prices.  Result: true value of efficiency is 
not clear and consumers under-invest in EE. 

 
 Societal costs not included: Tariffs also do not directly reflect environmental and social costs (pollution, 

displacement of people, mining accidents, scarce water use, etc.). Result: efficiency’s value to society is 
understated, again leading to underinvestment in energy efficiency by both utilities and consumers. 
 

 Split Incentives:  These occur when the actor making the initial purchase or investment is not the  same 
as the person who uses the building or equipment, or who pays the bills or long-term costs.  There are 
many examples:  

 Builders and developers tend to install low first cost, less-efficient equipment and buildings with higher 
life cycle cost.  

 Non-metered tenants = no signal to use installed equipment efficiently or to purchase their own efficient 
equipment.  

 Tenants pay the bills = landlord with less incentive to install efficient equipment.  
 Lack of information: This barrier may result from inadequate or misleading information presented by 

the manufacturer or supplier of the equipment, or from a consumer’s inability to decipher the available 
information.  

 Product Performance: Consumer uncertainty about product performance is a common cause of 
reluctance to purchase a new product. Often EE products that are new on the market suffer from lack of 
trust, limited product warranty or lack of credibility about a warranty. This issue is particularly acute 
where suppliers are unwilling to take the product back when its performance has been demonstrated to 
be poor.  
 

The roundtable discussion was continued with another issue: Roundtable discussion: Potential Barriers to 
Implement EE Policies in Transition Countries and the Potentials for Removing These Barriers. Mr. Valdas 
Lukosevicius  (Programme moderator, Independent Expert, Lithuania) moderated this session. The 
representatives discussed each country’s situation: who is forming the strategic goals and which organization 
serves as the authority in the subject. They updated each other on how the whole energy policy was formed and 
how it was applied in case of consumers. 
 

II.7 Regulatory Textbooks 

II.7.1 Introduction 

During the 3rd interim phase of the project it was realized that there have been significant savings on the 
incidental expenses of the project until August 2011. Thus. ERRA suggested that its experts produce four basic 
regulatory textbooks which would document the proceedings of the project thus contributing to the institutional 
memory of the programme.  They will significantly  contribute to the main objectives of the project by promoting 
and advocating good and sound energy regulatory practices with special emphasis on strengthening energy 
efficiency measures (EE), the use of renewable energy sources (RES) and district heating (DH) in the Partner 
Countries of the Inogate Programme.  The four textbooks will reflect on the following main themes of the project: 
 

1. Renewable Energy Regulation – with special focus on Smart Metering and Demand Side Management 
2. Regulatory Aspects of District Heating 
3. Regulatory Aspects of Energy Efficiency Measures 
4. Social Tariffs and Vulnerable Customers 

 
The textbooks extensively rely on the different project programmes organised on four main themes: (1) 
Renewable Energy Regulation, (2) Regulatory Implicat ion of Energy Efficiency Policies, (3) Vulnerable 
Customers and Possible Support Schemes, (4) Regulator y Implication of District Heating.  The aim of the 
textbooks was to present a good overview of the relevant policies of the European Union (regulation, directives 
and targets), national action plans, and case studies if available – together with applicable policy instruments. In 
particular, the text tends to focus on possible regulatory concepts and regulatory tools. The information in the 
textbooks attempts to present not only the role of the regulators but also the role of utilities in the above four main 
areas and the benefits of the available policies to consumers and utilities. The publications strive to focus on the 
possible barriers when implementing these policies in countries with transition economies and on the potentials 
for removing these barriers. They are based on relevant international and European regulatory good practices 
while taking into considerations the current state-of-play and the opportunities of the Inogate Partner Countries, 
and done by coupling these factors with recommendations for good regulatory practices.  
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Authors of the textbooks were approved project experts and other experts involved in energy regulation with 
significant experience in national and international regulatory practices, therefore the text books are based in 
good knowledge of related EU legislation and practices.  The list of authors represents internationally 
acknowledged experts of the specific themes, many of them are practising or former regulators which brings a 
special value to the textbooks. Most of the authors were involved in all of the meetings, workshops and training 
courses implemented under the umbrella of the project. Their participation enabled them to learn about the main 
regulatory features and policies of the Inogate Partner Countries. In addition, the project team invited a special 
expert team to be in charge of the verification of the content of these textbooks. ERRA has invited the Hungarian, 
the Polish, the Romanian and the Turkish regulators to appoint experts in order to make sure that the publications 
truly represent the current regulatory situation of the listed countries and of Europe in general. 
 
The textbooks have a length of 50 -70 pages and rely on the following expertise: 

• Training and workshop materials used on implemented events of the project 
• Related resource materials of the Energy Regulators Regional Association (ERRA) 
• Related international publications of ERRA’s partner organizations 
• Related regulatory guidelines and rules of the European Union 

 

II.7.2 Textbook: Renewable Energy Regulation 

 
The Textbook was prepared by three experts of the Regional Centre for Energy Policy Research: Dr. Péter 
Kaderják, Zsuzsanna Pató and Pálma Szolnoki. When preparing the textbook the experts relied on the 
conference proceedings, materials, presentations and discussions held during the ERRA/INOGATE Training 
Course on Renewable Regulation in September 2010. in Minsk. Furthermore, they have built  upon research 
done by various European institutions (such as the CEER, EEA, ERGEG, EWEA, ETSO) in order to be able to 
reflect on current European policies and practices in the field of renewable energy regulation. 
 
While the majority of Inogate Partner Countries introduced various renewable support schemes there is strong 
demand to have a complete picture of the available international practices of renewable energy regulation with 
special focus on general EU policies. Developments in the renewable industry require new attitudes and actions 
by national governments, they also require regulators to develop new tasks and authorities. While the authority of 
implementing environmental regulations remains mostly the job of environmental regulators, energy regulators 
also have to understand their impacts and the new regulatory challenges. Energy regulators are expected to be 
active in designing tariffs, network access related regulations and develop renewable/green certification regimes 
for the producers in order to promote the implementation of new technologies. A related challenge is to encourage 
the introduction of smart grid and smart metering systems together with the necessary legal framework and 
regulatory conditions. 

 
The textbook focuses on renewable energy generation and also discusses the main economic instrument 
employed in Europe towards a low carbon economy: emissions trading. Apart from the focus on generation, the 
textbook devotes special attention to grid issues and the future large scale deployment of distributed renewable 
electricity generation. This is done from a regulatory point of view, discussing the potential of smart metering and 
smart grids to reduce electricity use and to coordinate electricity demand with supply. 
 
The publication is divided into three main chapters. The first is devoted to the understanding of the phenomena 
called climate change and the international and European policy responses with special focus on the European 
Emissions Trading Scheme (EU ETS). The second describes the renewable electricity generation technologies, 
their support schemes and the incentives for distribution and transmission system operators to encourage the 
large scale uptake of renewable electricity generation. The third section focuses on the notions of smart metering 
and smart grids and their effect on distributed generation and demand response. The annexes provide additional 
information and examples complementing the main text.  
 
Lessons and recommendations from the publication can be summarized as follows: 
 
The scepticism about renewable energy use often originates from the financial resources the state spends on 
subsidising RES-E production. It can be especially strong in countries where the utility bills are substantial in the 
overall income of households and where the access to adequate levels of energy services is curtailed by limited 
payment ability (energy poverty). Consequently, the consumers’ wish to design cost efficient RES-E regulation is 
justifiable. To this end the regulation should possess some fundamental characteristics:    

• as most RES-E production fundamentally depends on subsidies, the stability and transparency of 
regulation is quintessential: frequently changing tariffs, eligibility requirements and periods directly 
affects the financial viability of these investments and divert potential future investors away from the 
sector; 
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• higher subsidies than the minimum level triggering RES-E investments should be avoided as this is an 
unnecessary burden on electricity consumers financing the subsidies; 

• at the early stage of market development the use of feed-in tariffs (as opposed to green certificates) is 
probably more adequate as it minimises the market risk of the investor; 

• the risk of excessive cost of FIT schemes can be eliminated by setting ex ante production quotas; and 
• an adequate support scheme does not automatically generates RES-E investments and production only 

if coupled with adequate access to the network (often in the form of priority dispatch) and transparent, 
quick and simple licensing regimes involving as few authorities as possible (easy entry to the market). 

 
Smart grid and its major component, smart metering, are considered to be the backbone of the future 
decarbonised electricity system, inevitable to implement within the next ten years in the EU. Their realization and 
mass-scale roll-out is however not a straightforward process, complex regulatory issues arise placing new type of 
challenges to the regulatory authorities and to all the stakeholders of the sector. Recommendations to this 
process that can be formulated at this early phase include: 

♦ Smart metering is indispensible in achieving active consumer participation; however realisation 
of the DSM potential of smart metering greatly depends on the accompanying conditions, such 
as how the consumption information is presented to consumers and the design features of the 
DSM programs. Therefore a through understanding of consumer behaviour is necessary. 

♦ A cost-benefit analysis that includes the extensive value chain has to precede the mass-roll out 
of smart metering 

♦ Since smart metering and smart grid relies on the interaction of many different devices and a 
constant technological development is expected, a comprehensive interoperable environment is 
needed from the start. The setting up of national, but preferably international standards is 
required. 

♦ Correspondingly, since costs and benefits greatly depend on the features the smart grid and 
smart metering systems provide a thorough consideration of the minimum services is necessary 
before the mass-scale implementation. 

♦ Due to the high level interdependency of the smart metering and smart grid systems and since 
smart metering implementation is likely to precede that of smart grids the smart metering roll-
out should be done with a consideration of future integration into a smart grid system. 

♦ Smart metering implementation in the electricity sector should also be delivered with a design 
that later enables its upgrading into a multi-utility measurement system. 

♦ Smart metering and grid technologies raise a number of privacy and data security concerns that 
need to be addressed by regulators for example by the privacy by design approach. 

♦ The incentives of grid companies need to be corrected in order to meet the challenges smart 
grids place: cost increase, revenue decrease, lack of incentives. 

 
 

II.7.3 Textbook: Vulnerable Customers and Possible Support Schemes 

 
The textbook was prepared by three project experts participating in the ERRA/INOGATE workshop: Vulnerable 
Customers organised in June 2010  in Tbilisi: Ms. Anna Bednarska of the Polish Energy Regulatory Authority, Ms. 
Aistija Zubaviciute of the National Control Commission for Price Regulation of Lithuania and Mr. Edin Zametica of 
the State Energy Regulatory Commission of Bosnia and Herzegovina. Mr. Zametica is also Chairman of the 
Customer Focus Group of the Energy Community. 
 
The publication mostly reflects the proceedings, presentations and discussions held during the workshop. 
Furthermore it heavily relies on various documents issued by the European Commission, ERGEG and by the 
Energy Community in the field of end user price regulations and consumers. 
 
Among the Inogate Partner Countries some already introduced special elements of the social safety net for 
vulnerable energy consumers, but some countries have no legal background regarding the responsibility of 
various governmental bodies, regulatory authorities, market participants and other stakeholders regarding 
vulnerability, social tariffs and energy poverty. In these countries the governments keep the end-user tariffs for all 
household customers artificially low – independently of their social situation and vulnerability status – avoiding the 
extreme burden on vulnerable customers. Under continuously increasing energy prices a complex picture on the 
international practice of identification and treatment of energy poverty and vulnerability is a useful tool for all of the 
Inogate Partner Countries.  

 
The textbook allows for the dissemination of useful information and experiences of applied practices in the 
protection of energy customers, particularly of vulnerable groups. It introduces the legal framework for customer 
protection provided by the Third EU Energy Package. More specifically, the textbook addresses social aspects of 
tariff setting in light of the energy sector reforms, approaches to vulnerable customers’ identification, economic 
and non-economic support systems, tariff and non-tariff based solutions. Furthermore, the basic concept of 
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energy poverty and affordability are provided, as well as energy poverty reduction policies, including energy 
efficiency measures. The book recognizes the importance of informed and educated customers with regard to 
different aspects of energy market and consumer rights. 
 
 
Liberalization reforms in the energy sector have been encouraged in recent years throughout the European Union 
and further to the East, including Inogate partner countries. In many of them, the concept of energy as a public 
good results in prices that are below the market value. The transition to a market based system reduces and 
removes “traditional” cross subsidies, implying a rise in household energy prices, which may not be affordable for 
certain consumer groups.  
 
In times of energy market liberalization and energy price increases, the issue of customer protection – in 
particular the vulnerable ones, raises a series of issues. First and foremost, the issue of an adequate legal 
framework which enables customer protection as well as efficient function of the market is of major relevance. 
Chapter 2 takes stock of the consumer benefits that the rules provide for in the Third EU Legislative Package for 
an internal gas and electricity market. It outlines the new consumer protection measures that are included in the 
legislation and describes the new roles and duties of regulators. 
 
Chapter 3 of the Textbook describes consequences and social aspects of energy market reforms and recognizes 
the need to safeguard the socially and physically vulnerable customers. Chapter 4 focuses on criteria for defining 
vulnerable customers. They should be set at the national level, taking into account local realities and provisions 
with regard to income.  
 
Liberalization and price increases question the role of regulators and governments in the formulation and 
implementation of customer protection policies. Different approaches to customer protection issues are provided 
in Chapter 5. It should be pointed out that support systems need to be applied in a targeted and restricted manner 
keeping the number of support beneficiaries as small as possible. 
 
In general, an increase in energy prices causes a significant hardship for the population in terms of meeting 
household heat and electricity needs. Energy costs are a significant amount of income expenditure in some 
countries, sometimes up to a fifth of total expenditures by the lowest income groups. This may force households 
to switch to unhealthier or environmentally unsound alternatives, or compromise spending on food, health care, or 
human capital investment. Due to this, a number of people are faced with the “heating or eating” dilemma. Taking 
into consideration this background, Chapter 6 is dedicated to energy poverty and potentials of energy efficiency 
measures as a tool to mitigate its consequences. 
 
Empowering consumers with focus on customer education will ensure that not only are consumers better off as a 
result of market opening and competition, but are aware of the benefits of a competitive market. The relevance of 
customer education and awareness is elaborated in Chapter 7. 
 
Lessons and recommendations from the publication can be summarized as follows: 
 
Energy sector reforms are taking place throughout the European Union and further to the East, including Inogate 
partner countries. With energy market liberalization, these countries have made some progress in passing on the 
economic costs of energy to the consumer. 
 
The price of energy depends on a range of different supply and demand conditions, including the geopolitical 
situation, import diversification, distribution costs, environmental protection costs, severe weather conditions, or 
levels of excise and taxation. The different new scenarios6 that take into account the latest economic 
developments, energy price environment of recent years, and new policies and measures implemented in the EU, 
imply considerably higher energy prices in the next two decades compared to current levels. 
 
Increased energy prices and payment enforcement cause a significant financial burden on many customers, 
especially for the most vulnerable ones. For these reasons it is necessary to implement a range of measures to 
mitigate the effect of increasing energy prices. 
 
Rules and regulations concerning this issue are of utmost importance. The legal framework for customer 
protection provided by the Third EU Energy Package is a good example of a legal framework for customer 
protection contributing directly or indirectly to the improvement of consumer welfare in the energy sector. The 
main objective of the legislative package is to put in place the regulatory framework needed to make market 
opening fully effective while putting the rights of citizens at the centre of the market opening process with strong 
obligations on relevant authorities to protect vulnerable energy consumers.  
 
In this context, defining vulnerable customers is one of the steps to be undertaken. There is no common 
understanding or definition of vulnerable customers. Vulnerable customers should be defined in terms appropriate 

                                                           
6 EU energy trends to 2030, 4 August 2010 
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to national circumstances taking into consideration some general rules and characteristics. The level of monthly 
income is a commonly used criterion for defining the group of vulnerable customers, but using income alone 
would be certainly inappropriate for defining vulnerable customers. Additional criteria may be introduced such as 
health condition, age, single parent families, large families, customers in remote areas, etc. However, it is 
anticipated that the actual number of consumers that fall within the category of vulnerable customers will be quite 
low. 
Different countries have different solutions to the vulnerable customer protection depending on the maturity of the 
energy markets and national traditions and structures. Some countries have chosen to aim the economic support 
towards different sectors, such as electricity or gas, while other countries have chosen to provide a more general 
support to low income groups. The options in countries which have a financial support system within the energy 
sector may vary from discounts on the network tariff, social tariffs, rebates and trust funds to measures not related 
to grid fees such as state heating aid and governmental subsidies.  
 
Some countries have regulated energy prices for particular customer groups, mostly households. However, a 
number of energy regulatory bodies, including ERGEG/CEER and ECRB made clear that regulated prices distort 
the functioning of the market and should be abolished, or where appropriate, brought into line with market 
conditions. Where regulated prices exist, they shall be increased year after year in such a way that they reach a 
market price level and that subsidies do not need to be maintained. While the need for protection of vulnerable 
household customers is fully acknowledged, this challenge should only be addressed with market oriented 
instruments.  
Energy poverty reduction policies, including energy efficiency measures are yet another task to be tackled. An 
evaluation of the impact of energy prices on fuel poverty is an important consideration when formulating the 
policies that will aim to eradicate fuel poverty in vulnerable households. 
 
The easy access to information is a key prerequisite for consumer education and protection. Their rights and 
awareness are necessary for the successful functioning of liberalized markets. Empowering consumers with focus 
on customer education will ensure that not only are consumers better off as a result of market opening and 
competition, but can recognise the benefits of a competitive market.  
 
Ensuring secure, safe, sustainable and reliable energy supplies at affordable prices while taking into 
consideration consumers’ rights and needs with a special focus on safeguarding vulnerable customers is a 
complex task for energy policy makers. All parties that have a role in ensuring that competition in energy markets 
is established in a way that is most beneficial to consumers should be actively involved. This should be a 
permanent task for state institutions, regulators, consumer organizations, business organizations, academics and 
others. Regardless of the leading role, communication and collaboration among all stakeholders involved are of 
vital importance for a timely and effective customer protection. 
 

II.7.4 Regulatory Implications of Energy Efficiency  Policies 

 
The textbook was prepared by four project experts participating in the ERRA/INOGATE workshop: Energy 
Efficiency Policies organised in September 2011 in Almaty: Mr. Zoltán Lontay, Mr. Géza Bakoss and Mr. András 
Pál – experts of GEA and by Mr. Luc Werring of the Clingendael Research Centre of the Netherlands. 
 
The publication mostly reflects the proceedings, presentations and discussions held during the workshop 
organized in Almaty.  

 
One of the major challenges (energy) governments and regulatory authorities are facing is to create legal and 
regulatory framework meeting the challenges of climate change. Beside local environmental clean-up the energy 
efficiency (EE) measures have major possibility in this field (reducing pollutant emission through less usage of 
primary energy). All of the potential efforts have implications for the costs, prices and technological development 
on energy markets and appliances. These developments could shape the future of energy markets and will most 
probably have lasting impacts on investments, technology choice of distribution/transmission facilities and the way 
transmission and distribution networks are operated in the electricity, district heating and gas sectors. While 
energy efficiency and energy savings policies are not within the direct authority of energy regulators but regulators 
have good reasons to integrate EE issues into the scope of their activities. The proposal for a new Directive on 
Energy Efficiency in the European Union is to maintain a high level of liberalization, and simultaneously, reinforce 
a ‘command and control’ strategy for the involvement of utilities into demand side EE improvements. If the new 
directive is implemented, national regulators of Member States will have important new responsibilities in the EE 
area. There are several reasons why this tendency could be followed by the Inogate Partner Countries. 

 
The aim of this publication is to provide a clear view on the complex benefits of energy efficiency measures and 
the complex picture on the climate change policies and energy efficiency policy instruments (worldwide and 
special focus on relevant EU policies). The Inogate Partner Countries could find and choose those measures for 
implementation, which better meet their political goal and national and regional circumstances. 
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The European Commission has issued an ambitious new Energy Efficiency Plan. In the course of this effort a 
proposal for a new Energy Efficiency Directive was published. If it is adopted by EU institutions, it will provide 
strong guidance and mandate requirements for EU Member States.  
Based on an earlier benchmarking analysis of ICER7, the National Regulatory Authorities for energy (NRA) are 
largely not responsible for enforcing energy efficiency (EE) measures. This is true for the INOGATE Partner 
Countries, despite the application of some energy efficiency technologies, like combined heat and power 
production and district heating, which are traditionally established in these countries. 
Countries, which have committed government institutions, and involve their energy regulators in energy efficiency 
policy development and implementation, will be successful in reducing energy demand. The utilities, 
(suppliers/traders and distribution companies) operating under regulatory control, can reach end-users, thus 
involving them in EE efforts. With Demand Side Management (DSM) and Demand Response Management 
(DRM) programs the end-users can take part in active system management, resulting in more efficient system 
operation and lower energy bills.  
The progress with developing and implementing EE programs is different in the INOGATE Partner Countries. 
Huge energy saving potential exists in most countries, especially in the building sector. Despite this potential, the 
legal background and regulatory tools for improving EE are not deployed. No doubt, policy makers of these 
countries need information on the international practice of regulatory implications of energy efficiency policies, 
with a special focus on the practice of countries in the European Union and of the EU itself. This textbook 
provides the necessary information to begin the educational process, and demonstrates the significant energy 
and cost savings for governments, companies and citizens. 
 
The role of energy regulators in energy efficiency policies is summarized as follows:  
 
This chapter addresses the role of regulators . The regulators operate as independent authorities, and have 
good reasons to integrate EE issues into the scope of their activities.  
In market economies it is the end-users who (ought to) implement most of the demand side EE measures. The 
source of money for EE measures initiated on the societal level can be: 

a) taxpayers’ money or 
b) ratepayers’ money. 

If it is taxpayers’ money, the regulators have only a minor role. They may, for example, offer expert help in 
designing the government initiated programs, or assist in program evaluation. In some cases the energy 
regulators also have a role in the administration or oversight of the programs. 
 
The role of the regulator is essential if ratepayers’ money is involved. Several kinds of EE programs, on both 
sides of the meter, are financed from the small fees on the bills of ratepayers. The regulators have to control the 
spending in order that ratepayers’ money is most effectively utilized. Much of the regulators’ role depends on the 
structure of the energy sector and the status of liberalization. At this point, we have to note that regulators’ 
responsibility is targeted at the monopolistic activities of the electric, gas, and district heating companies. The 
more advanced market liberalization is, the smaller the scope of monopolistic activities will be. 
With vertically integrated utilities, all activities, including generation, transmission or distribution and supply, fall 
under the control of the regulators. They can develop, prescribe, or simply allow EE measures at any elements of 
the supply chain. When a measure is allowed by the regulator, it means that the costs of it can be approved in the 
ratemaking process and, ultimately, the ratepayers will cover the costs.  
Liberalization of the energy sectors usually starts with opening the market for competing generators. Generators, 
not part of vertically integrated utilities, are excluded from direct control of regulators, who in this case, have no 
role in improving generation efficiency.  
In the most advanced stage of market liberalization the scope of monopolistic activities covers only 

• transmission and distribution, as technical monopolies, and 
• tariff setting for domestic (household) customers (vulnerable customers only).  

As the liberalization progresses on a market, the role of the regulators gets more insignificant, regarding end-user 
tariff setting, but remains regarding network and system charges.  
According to a comprehensive study of ICER  (2) “Competencies of Energy Regulators in terms of energy 
efficiency vary from country to country and States or Provinces in federal countries such as the US and Canada. 
Many regulators seem to have at least some competencies, especially with regards to end-use measures, roll out 
of smart meters, setting demand-side management and administration of energy efficiency programs, although 
their elaboration of such programs and of underpinning energy efficiency legislation usually rests with 
governments. Most European Energy Regulators don’t have any competences on main energy efficiency matters; 
these rest mainly with the government and ad hoc governmental agencies. Some Energy Regulators play a role in 
the management of market-based schemes (white certificates schemes and tenders) and/or roll-out of smart 
meters. In all European countries transmission and distribution tariffs, set or approved by Energy Regulators, are 
cost reflective and therefore don’t include any incentives to increase the volume of transported energy. Some 
Energy Regulators regulate energy bills and therefore require that bills contain all the elements necessary to 

                                                           
7 ICER: International Confederation of Energy Regulators  
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ensure that the customer has a complete and clear understanding of the bill. Moreover, in some cases they 
participate to information dissemination activities to raise public awareness on energy-saving practices.” 
 
The European situation can change with recent developments in European energy policy. The proposal for a new 
Directive on EE, introduced in Chapter 10, is to maintain a high level of liberalization, and simultaneously, 
reinforce a ‘command and control’ strategy for the involvement of utilities into demand side EE improvements 
which are already covered by Directive 2006/32/EC. If the new directive is implemented, national regulators of 
Member States will have important new responsibilities in the EE area. 
EE can result in more cost effective generation, transmission and distribution, which ultimately, decreases the 
rates. When a regulator permits EE investment on the supply side, he or she has to be sure, that the investment 
will reduce the cost on ratepayers’ bills. This may not be true in the first years, but at least should occur over the 
long term.   
Why do regulators allow or even expect that regulated utilities implement EE measures on the demand side? The 
answer is simple. An electric, gas, or district heating system with efficient end-users can more easily comply with 
the expectation of ‘reliability and affordability’. Lower energy demand can postpone or make unnecessary costly 
supply side capacity expansion and it can reduce transmission and distribution losses. EE can help balance the 
systems with lower reserve capacity, and avoid costly interventions in critical situations. We can remember, for 
example, that some countries, exposed to gas supply disturbances in winter, have to use expensive fuel oil 
instead of cheaper gas. These arguments work mostly with vertically integrated utilities. In case of unbundled 
energy industry the additional cost and the benefit occurs at different companies. That means, the regulator 
should find tailor made incentives for the different regulated entities reaching EE goals. 
So EE, if properly applied, decreases the cost basis of ratemaking and can contribute to lowering the end-user 
rates. However, the network charges can increase, because of two reasons: 

• additional EE regulated cost on DSO side, 

• reduced load reduces the income of DSOs. 

The beneficial effects of capacity conservation do not appear on energy markets with negative growth. In many 
countries the energy markets shrank after the 2008 worldwide financial crisis. Supply capacities have been 
available in excess. In such situations demand side EE measures cannot be justified with the argument of supply 
side capacity conservation.  
At the conclusion of the chapter about the role of regulators, it has to be noted that the role of the energy 
authorities and the regulators can be clearly distinguished.  
Energy authorities have the responsibility of designing, financing, implementing, overseeing, and monitoring 
national EE programs. They include the relevant ministry, the energy committee of the parliament, and in some 
countries the EE or environmental government agencies. They channel taxpayers’ money to EE programs and 
have the responsibility of developing primary legislation. They are responsible also for keeping contacts with 
stakeholder organizations, such as environmental groups and industry associations. The energy authorities have 
to take into account issues outside of the energy sector, too, such as climate change, economic development, or 
national security. 
The regulators focus on the regulated players, like transmission system operators, distributors, storage 
companies, and in some cases regulated utilities. The idea of “utility” and the scope of regulated players vary 
country by country. The INOGATE partner countries follow different paths in restructuring their energy markets. 
Some of them maintain an important role for central control and plan to have state ownership on the long run. 
Others are in various stages of market liberalization. The regulation policies have to be designed according to the 
individual characteristics of the given market. 
We can summarize that the opening of the monopolistic electricity and gas markets has started worldwide, and in 
most market economies this process is still in progress. The aim is the creation of effective energy markets, which 
provide secure, cost-effective energy to the end-users. With the liberalization of the energy markets, 
regulation has been limited mainly to monopolistic activities, like transmission and distribution.  In this 
situation, the possibility of enforcing EE policies by means of regulation has become narrower, but is still very 
important. Examples are the supervision of compulsory take-over, implementation of feed-in-tariffs, white 
certificates, access to the grid by renewable generators, etc.  

II.7.5 Regulatory Implications of District Heating 

 
The textbook was prepared by two project experts participating in the ERRA/INOGATE workshop: Regulatory 
Implications of District heating organised in December 2010 in Kiev: Mr. Valdas Lukosevicius, former regulator in 
Lithuania and by Mr. Luc Werring of the Clingendael Research Centre of the Netherlands. 
 
The publication mostly reflects the proceedings, presentations and discussions held during the workshop 
organized in Kiev. 

 
District heating has significant role and weight in the energy sector in many of the new EU member states and in 
the Inogate Partner Countries, so it needs to be considered as important part of energy policy and as a sector, 
which has influence on the overall energy efficiency and energy security of the countries. In addition, district 
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heating is a technology that can save a lot of energy when it is applied according to certain quality criteria. Thus, it 
has many advantages as regards local resource efficiency, local environment protection and global climate 
change measures as well. Government and energy regulators have an important energy- and climate change 
policy role providing the adequate incentives for this sector and its investors.  

 
Energy regulators in the new EU member states played a serious role in ensuring the proper economical basis for 
operation of district heating utilities which were not attractive for investors without sufficient regulation.  Regulators 
have made unpopular and painful economic decisions balancing the short (low prices; high political sensitivity) 
and long term interest (heat supply security; necessary investment climate) of customers in the process of 
reforms was essential in many countries.  

 
Most of the Inogate Partner Countries have huge energy saving potentials in their inefficient elements of the heat 
supply chain (district heating technologies, facilities and customer’s appliances). In some of these countries the 
regulatory framework, which should provide sufficient incentives for the energy companies to increase their 
efficiency in operation and maintenance and for the investors to upgrade the district heating facilities are missing. 

 
The aim of this publication is to provide knowledge regarding increase of efficiency of district heating systems, 
support schemes applied and possible perspective for future development of the system. Furthermore, various 
technical and regulatory aspects of the technology will be addressed in detail. 

Energy efficiency (EE) is the most important element of a sustainability strategy. District heating technology is a 
very useful solution for current energy related challenges. However, old Member States of the European Union, 
except Scandinavian countries, still have a small DH market share and cannot utilize the potential benefits.  

District heating schemes and cogeneration plants are widely spread in formerly planned economy countries; this 
was due to its technical and economic advantages. The transition period in the post-socialist countries resulted in 
significant damages to the DH sector in these countries. Despite these economic difficulties new Member States 
of the EU managed to save relatively large district heating schemes and to gradually modernize them. There is 
however, a much more difficult situation is in the district heating sector of transition countries which are still in the 
beginning of their energy sector reforms (particularly most INOGATE programme partner countries). 

District heating service quality in the competitive markets is ensured mainly by market driven forces (except 
Denmark) and this is common in West European countries where district heating sector was developed to attract 
new clients. Different situations exist in countries with a background in central planning, where district heating was 
always regulated and supervised by the state, this approach is still embedded in the regulatory framework. 

Generally, the experience of countries which have passed the transition stage toward market based economies, 
has been positive with reforms. They can provide examples of approved regulatory solutions to countries 
following their lead. 

The establishment of an independent and competent energy regulator, able to monitor and analyze the 
environment in the DH sector, assist the creation of a regulatory system, and implement long term objectives, 
could all be key factors ensuring the economic viability of the transition DH sector. Different regulation systems 
and tested methods are covered in this textbook.   

The theory and practice of district heat prices, tariffs setting methods and procedures – which are extremely 
important for transition period, are described here. The main objectives of DH and the chosen pricing system are 
illustrated. If a DH scheme is technically and economically efficient then the regulatory regime should provide 
incentives and adequate price signals for its gradual renovation and development. 

New incentives for European energy policy, presented in the textbook, demonstrate that centralized heat 
production (including electricity and cooling) and distribution should be promoted and expanded due to the 
possibilities of technical and economic improvement of the existing national energy infrastructures. Experience of 
DH reforms in transition economies have highlighted administrative and regulatory mechanisms which could be 
useful for rehabilitating existing DH systems, as well as for the development of a much bigger district heating 
sector in the European Union. 

Lessons and recommendations from the publication can be summarized as follows: 
 
Governments should carefully consider how they can improve regulations to better promote efficiency, fairness, 
least-cost supply, full cost recovery and transparency, and then act diligently to make these improvements. To 
make regulation as effective as possible, policy makers should take several issues into account. First, regulatory 
independence is important as it helps ensure that tariffs are based on the long-term economic health of the district 
heating system, rather than short-term political agendas. Second, cost recovery should include provisions for 
necessary investment, depreciation, bad debt and other costs of operating a sustainable business, as well as a 
reasonable rate of return. Third, regulators should avoid cost-plus tariffs because they are a major disincentive 
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against energy efficiency investments. Fourth, regulators should make sure that cost allocation at cogeneration 
plants does not discriminate against either heat or electricity. The complexity of regulation can be reduced 
gradually as the economic situation stabilizes and the market becomes more balanced. 
 
A district heating enterprise shall become a self-financing unit in the long term. There are a couple of lessons 
learned that should be considered while designing the retail heat tariff and the steps of tariff system transition. 

The heat tariff should be designed according to the  six principles listed below: 
1. Full cost coverage: The tariff should include all justified costs predicted for the near future and a 

reasonable profit. The tariff should be based on predicted rather than historical costs in order to be up-
dated. The tariff should cover the capital costs based on depreciation of the fixed assets evaluated on a 
realistic level. Often the capital values are too low, which results in insufficient depreciation levels; 

2. Cost structure reflective: The tariff components should be based on the real cost structure. The variable 
fee should cover variable costs, such as fuel and energy purchase costs and the fixed fee capital and 
staffing costs. One-component tariffs risk causing financial instability for the DH enterprise, when 
customers start saving energy. 

3. Competitiveness: the heat tariff should offer a competitive option for those customers which are 
economically attractive for district heating; 

4. Incentive to cost reduction: For the DH enterprise, there should be an incentive to reduce costs by 
competing against gas/oil heating, or by regulatory means; 

5. Incentive to energy conservation: For the heat customer, there should be an incentive to reduce the 
required water pressure, supply and return water temperature and the water flow, which all add up to 
energy conservation. One way is to bind the fixed charge to the ordered water flow. Thus, when the 
customer is motivated to reduce the water flow, he is working for saving energy and increasing cooling of 
the return water; 

6. Simplicity: The heat tariff should be easily understandable to the customers: Customers not familiar with 
the energy business and the technology should clearly be able to read from the tariff and how he may 
influence the components of his heat bill. 

Source – Cogeneration and District Heating. Best Practices for Municipalities, 2006 [35].  
 

Pricing system is the key regulatory component in the district heating sector and must be properly designed and 
applied in order to create a long term economic background for the heat industry.   
 

III. Project Experts and Programme Participants 

III.1 Project Experts 

III.1.1 Types of Experts 

The project employed experts who had proven track record with ERRA and with energy regulation in general. The 
project deployed two types of experts:  
 
Key Experts : short-term senior and long-term senior key experts 
 
Non-Key Experts : short-tem senior, short-term junior and long-term senior and long-term junior experts 
 
Non-key short-term senior experts  were contracted on an ad-hoc basis. These experts were primarily former or 
practising energy regulators but occasionally representatives of other industry trade organisations were invited to 
select activities of the programme. These short-term experts possess substantial experience in energy regulation 
and/or energy economics and good knowledge of related EU legislation and practices. 
 
Long-term experts  were staff persons of the Energy Regulators Regional Association who are mainly 
responsible for the programme development, the technical aspects of programme implementation and for select 
programme reporting activities. 
 

III.1.2 Key Experts 

Short-term senior experts: 
Short-term senior key experts served primarily as training course instructors, workshop instructors and facilitators 
of the technical exchange programs. They were also co-authors of the regulatory textbooks. They were : 
Dr. Péter Kaderják  is the former President of the Hungarian Energy Office and currently leads a think-tank of 
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energy economists under the umbrella of the Budapest Corvinus University. 
Dr. Gábor Szörényi  is Director of the Hungarian Energy Office, Chairman of ERRA and has been involved in 
energy regulation for 14 years. Dr. Szörényi has a very thorough understanding of the status of energy regulation 
in CIS countries. 
Mr. Luc Werring  is a senior fellow at Clingendael International Energy Programme based in Amsterdam and is a 
Member of the Council of Rotterdam on Climate Initiative. Previously he held various jobs at DG TREN of the 
European Commission. 
Mr. Valdas Lukosevicius  is an associate professor at the Vilnius Gediminas Technical University, member of the 
Lithuanian Association of Thermal Engineers and member of the International Geothermal Association. Previously 
he served as Commissioner of the National Control Commission for Prices and Energy of Lithuania. 
 
Three of the above-listed key experts have extensive practical regulatory experience in the field of regulation of 
sustainable energy, regulation and energy efficiency and the treatment of vulnerable customers and social tariffs. 
The forth of the experts, Mr. Werring, has been involved in the policy aspects of the same from the viewpoint of 
the European Commission. 
 
Dr. Péter Kaderják and Dr. Szörényi have been involved in the implementation of ERRA’s Inogate programme 
called “Capacity Building for Energy Regulators in Eastern Europe and Central Asia”. They are familiar with the 
background of the Partner Countries in terms of energy regulation and the specific country policies. 
All the proposed experts are frequent speakers and instructors on workshops and training courses organised by 
ERRA. In addition, they have worked for international donor organisations such as the World Bank and the United 
States Agency for International Development. 
 
Long-term senior expert: 
 
The Team Leader  served as a long-term senior expert responsible for the overall coordination of the project and 
project reporting. She assisted the other key experts in designing the project activities and she was in contact with 
other short-term experts based on the recommendations of the other key experts. She managed and supervised 
the pool of long-term experts responsible for the implementation of specific project activities. Moreover, she was 
the main liaison person between ERRA and the Contracting Authority. The team leader was Krisztina Kasza , 
Program Director of ERRA. Ms. Kasza has been involved in energy regulation for 10 years and has been a key 
contributor to the establishment of the ERRA network. She has designed numerous educational and professional 
programmes for member and non-member organisations of ERRA. 
 

III.1.3 Non-Key Experts 

Short-term senior & junior experts: 
These experts were contracted on an ad-hoc basis. These experts were primarily former or practising energy 
regulators but occasionally representatives of industry trade organisations and utility representatives were invited 
to join select activities of the programme. ERRA selected and hired these experts as required according to the 
following profiles:  
These experts shall possess substantial experience in energy regulation and/or energy economics (preferably 5 
years but a minimum of 3 years for junior experts and a minimum of 10 years for senior experts) and good 
knowledge of related EU legislation and practices. Moreover, they should have a very good command of English, 
used in a professional context. Russian language skills were an advantage. 
 
The project utilised 30 non-key short term experts. Below is a list of experts: 
 

1. Gerhard Langeder, International Relations, E-Control GmbH, Austria 
2. Gumersindo Queijo, Red Electrica de España, Spain 
3. Ferruccio Villa, Senior Engineer, Planning Department, Head of Electricity Quality of Supply Unit 
4. Péter Horváth, President, Hungarian Energy Office  
5. Harri-Pekka Korhonen, Head of Industry Intelligence, Strategy and Regulation, Heat Division 
6. Róbert Kubitsch, Hungarian Energy Office 
7. Tamás Tóth, Hungarian Energy Office 
8. Alexandra Mozsolics, Hungarian Energy Office 
9. Árpád Vajdovich, Hungarian Energy Office 
10. Péter Kovács, Hungarian Transmission System Operator 
11. Halina Bownik-Trymucha, Director, Department for Promotion of Competition, Energy Regulatory Office 

of Poland  
12. Paweł  Bogusławski, HoU, Department of Energy Enterprises, Energy Regulatory Office of Poland  
13. Eligiusz Balcerzak, Chief specialist, Central Office in Warsaw, Energy Regulatory Office of Poland   
14. Aleksandra Gawlikowska-Fyk, Senior specialist, Department for Promotion of Competition, Energy 

Regulatory Office of Poland  
15. Monika Gabrysiak-Gutbier, Chief specialist; Middle-Western Branch Office, Energy Regulatory Office of 

Poland 
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16. Paweł Płachecki, Specialist, Department of Energy Enterprises, Energy Regulatory Office of Poland  
17. Marek Odyniec, Chief specialist, Department of Energy Enterprises, Energy Regulatory Office of Poland  
18. Konrad Godzisz, Advisor to the President, Tariff Department, Energy Regulatory Office of Poland  
19. Tomasz Kowalak, Director, Tariff Department, Energy Regulatory Office of Poland  

Zoltan Lontay, Head of Department at GEA EGI Contracting/Engineering Co. Ltd.  
20. Mantas Vaskela, Head of New Products and Services, Lesto, Lithuania 
21. Jose Monteiro Fernandes Braz, Executive Board Member at Energy Services Regulatory Authority of 

Portugal 
22. Robert Liebermann, Principal at Regulatory Assistance Project (RAP) Europe 
23. Eoin Lees, Energy; Senior Advisor, Regulatory Assistance Project (RAP) Europe  
24. Ms. Aistija Zubaviciute, Deputy Head of the Electricity Department, National Control Commission for 

Prices and Energy, Lithuania,  
25. Ms. Anna Bednarska, Head of Unit, Department of Promotion of Competition, Energy Regulatory Office 

of Poland 
26. Mr. Edin Zametica, Secretary, State Electricity Regulatory Commission of Bosnia and Herzegovina, 

Chairman of the Customer Working Group of the Energy Community Regulatory Board (ECRB 
27. Pálma Szolnoki, Research Fellow, REKK 
28. Zsuzsanna Pató, Research Fellow, REKK 
29. Géza Bakoss, GEA EGI Contracting/Engineering Co. Ltd. 
30. Pál András, GEA EGI Contracting/Engineering Co. Ltd. 

 
The below chart shows the composition of non-key short-term experts in terms of regulatory and non-regulatory 
background : 
 

 
 
 
The chart below presents the geographical background  of the non-key short-term experts (Central Eastern 
Europe vs. Western Europe and other regions 
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The chart below illlustrates the ratio of ERRA member and non-member  non-key short-term experts 

 
 
The following chart shows the gender ratio  of the non-key short-term experts: 

 
Long-term senior & junior experts: 
These experts were staff persons of the Energy Regulators Regional Association who are mainly responsible for 
the programme development, the technical aspects of programme implementation and for select programme 
reporting activities.  
Long-term senior experts possess a good understanding of the status of energy regulation in the beneficiary 
countries. In addition, they have substantial experience in project/programme implementation in the fields of 
energy regulation (a minimum of 10 years). Moreover, they have a very strong command of English and Russian, 
used in a professional context.  
Long-term junior experts possess understanding of the status of energy regulation in the beneficiary countries. In 
addition, they have experience in project/programme implementation in the fields of energy regulation (preferably 
at least 3 years). Moreover, they have a very strong command of English and Russian, used in a professional 
context. Below is the list of these experts: 
 
Anikó Kiss,  Senior Program Manager, ERRA: 
Andrea Farkas , Senior Program Manager, ERRA 
Valéria Polubejnik, Program Manager, ERRA 
Krisztina Somhegyi,  Program Manager, ERRA 

III.2 Programme Participants 
The 6 activities of the project involved 175 participants from the INOGATE Partner Countries. The below graph 
shows the geographical spread of the participants .  Georgia, Kazakhstan and Ukraine stand out with a 
somewhat higher participation figure. This is due to the fact that these countries were hosting workshops and they 
were invited to delegate more participants than the visiting organisations. The project team had extensive 
problems with communicating with Turkmenistan. Communication was usually through the representatives of the 
local Europa House. There was one activity where Turkmenistan decided to delegate representatives. In the other 
cases they referred to the slow bureaucratic approval process of the possible delegates.  
In general, participation of the same representatives in various programmes was discouraged by the project team 
when sending out the invitations.  As a result there were only 4 representatives who participated in two or more 
activities of the project. For detailed participation figures please refer to the individual chapter reports on the 
various activities implemented within the project. 
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The next chart shows the spread of ministry, regulatory and other participan ts . The programme was 
supposed to primarily target regulators while reaching out to ministry representatives as well. The objective is well 
described by the below graph which shows that 45% of the participants came from regulatory orgnisations of the 
INOGATE Partner Countries while 24% were ministry representatives.  31% of the participants represenhted 
other non-regulatory and non-ministry organisations such as research and energy efficiency centers, trade and 
housing associations and select utility companies. 

 
 
21% of the participants came from senior level management  of their organisations while the remaining 79% 
were middle management representatives . This again justifies the objective of the project: to target middle 
management representatives of regulatory organisations and ministries since this level of the organisations tends 
to be more stable and is more responsible for institutional memory of such projects. 
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75% of the participants were male and 25% were femaile. This spread well represents the typical gender spread 
of the energy industryboth  in the INOGATE Partner Countries and in Central-Eastern Europe: it is still a male 
dominated industry – especially on senior level. 
 

 
 
 

IV. Evaluation and Conclusions 

IV.1 Evaluation Process 
The evaluation process of the project was a three-tier one. At the end of each programme participants were asked 
to fill in a detailed evaluation questionnaire which contained the following information: 
 

� Please indicate the usefulness of the programme topics: 
� Please indicate the usefulness of the workshop in reaching its objectives 
� The most important 3 things you learned during this workshop were 
� Please indicate 3 topics discussed at this programme that will impact your daily work duties and 

responsibilities. (Please note topic and impact) 
� Did you find the workshop overall useful for your professional work? 
� Please list the most important reasons of your participation in the workshop?  
� Please list previous ERRA/Inogate programmes (workshops, training courses, technical exchange 

programmes) you have attended. 
� Overall satisfaction with the Presenters 
� What were the strengths of the programme? 
� What were the weaknesses of the programme? 
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� How did the ERRA programme compare to other events you have attended? What are the strengths of 
this programme? 

� In your opinion, what would be useful improvements to the programme?  
� What future topics would you like to see addressed in INOGATE framework?  
� Organisational aspects such as hotel arrangements and level of simultaneous interpretation 

All programme participants filled out this survey and presented them to the project team. Answers to the above 
questions were carefully analysed by the project team and the results and findings were included in the relevant 
programme report. Answers to the questions were also considered when designing the following activity with 
special emphasis on the agenda and when planning the list of presenters of the following meeting. 
 
Another online questionnaire was sent to the participants 3-4 weeks after the event with the aim to find out about 
the usefulness of the project. The questionnaire included the following questions: 

� How did you share the results of the workshop with your colleagues at your organization? 
� Are there any changes as result of your participation or in your daily routine or in the processes of your 

organization? 
� Please list any other useful comments or results achieved 

 
In spite of sending the questionnaire out numerous times, very few participants responded to this post-evaluation 
exercise. Results gained from this exercise are also part of the details program reports. However, from the 
responses received we learnt that all the participants shared the workshop presentations and other materials with 
their colleagues, some even posted them on the intranet of the company and many held short meetings to inform 
their fellow staff about the results of the workshop. 

When organizing the Workshop on Vulnerable Customers the project team introduced another type of evaluation 
process, it was called pre-and post programme evolution exercise. The purpose of this exercise was to assess 
the understanding of the main topic of the workshop by the participants. It contains a series of fundamental 
questions related to the theme of the workshop. The same questions were asked at the end of the programme 
with the objective to assess whether the programme had any significant impact on the perception of the main 
topic of the workshop. The objective of this exercise was not to measure participants’ knowledge on the main 
issue but rather to assess their pre- and post-workshop perception. Participants were encouraged use their own, 
personal opinion or judgment their answers.  

Questions included in this exercise were: 

1. Please give a definition of “vulnerable customers”? 
2.  Do you think that social tariffs or their structure could serve as the best example in order to ensure protection 
of vulnerable customers? Please explain why? 
3. How to promote the customers rights? 
4. What are the basic rules for the support schemes of vulnerable customers?  
5. What are the priorities of the customer education? 

The results of the pre- and post-programme answers are all presented in the relevant detailed programme report. 
This exercise proved to be a very useful tool to access participants’ perception and knowledge of the theme and 
then compare it with the knowledge gained as a result of his/her participation in the programme. The same 
exercise was done during the implementation of the Workshop on Energy Efficiency. 
 
Based on the evaluation process of the previous INOGATE project implemented by our project team, it was 
realized how important it is to involve Partner Country participants into the agenda in order to share their practices 
and experiences in the relevant field with others. It was expressed by some participants that they not only want to 
be passive recipients of information by the project experts but they are ready and interested to share their current 
regulatory practices in the format of so-called country presentations with others. This conclusion was also 
expressed in the Recommendations chapter of the previous final project report. Thus, in each and every agenda 
of the programmes implemented under the auspices of this project, ample time was assured for the 
representatives of the INOGATE Partner Countries in order to present the current situation in their country 
regarding the main theme of the programme (renewable energy regulation, district heating, vulnerable customers 
and energy efficiency). Template power point presentations were prepared and sent to the participating 
delegations in order to receive homogeneous and comparable information from all 11 Inogate countries. The 
presenters followed the questions provided in the templates which enabled the project team to provide 
comparable country information in the reports. 
 
Furthermore, this part of the agenda was always very popular and generated hot discussions. It was not only 
welcome by the Inogate Partner Country representatives but also by the visiting presenters and project experts. 
Findings, results and data collected from these presentations were included in the regulatory textbooks produced 
as a result of the project. In case the project continues or for the benefit of other Inogate projects it is strongly 
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recommended to involve the invited country representatives into the agenda and encourage them to present the 
current situation in their countries. 
 

IV.2 Final Conclusions 
• The Energy Regulators Regional Association (ERRA) is a voluntary organization comprised of 

independent energy regulatory bodies  primarily from the Central European and Eurasian region, with 
Affiliates from Africa, Asia the Middle East and the USA. Since the project involved 7 of our member 
organisations (Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan, Moldova Ukraine), we were able 
to provide increased assistance for them and for their ministries and other market participants  

 
• Many of the members of ERRA have gone through the painful restructuring and reform process  

(including privatisation, unbundling, tariff reforms etc.). Their experiences and lessons sometimes are 
more relevant for countries in this transient period than of well-established markets.  

 
• ERRA has built a successful in-house training program for both members and non-members, certain 

elements of these trainings were implemented in the Inogate project. At the same time, topics discussed 
during the INOGATE programmes were transferred into the curriculum of the ERRA training courses and 
now they represent an integral part of the institutional educational program of the association. 

 
• ERRA has a special network of international course instructors (primarily practising and former 

regulators) who are credible and have vast local and international regulatory experiences and who were 
the core element of the Inogate trainings and workshops 

 
• ERRA has excellent working relationship with other regulatory organisa tions  (NARUC, CEER, 

ACER, AFUR) other industry associations (EFET, EURELECTRIC etc.) and with industry 
representatives  (FORTUM, E-ON, Transmission companies) and these international and sectoral views 
were built into the structure of the overall programme. 

 
• There was a strong network of regulators and ministry representatives  created with frank and open 

discussions during the meetings. 
 

• The project assisted the INOGATE Partner Countries in understanding that they cannot avoid 
renewable energy regulation , and that they need to be part of their national energy efficiency and 
customer protection programmes . Through the project, the experts had the opportunity to convince 
Inogate Partner Regulators about their newly emerging roles in renewables, district heating regulation, 
energy efficiency measures and handling vulnerable customers. 

 
• Ministry representatives were informed about the need for independent and transparent energy 

regulation were addressed. The project promoted and advocated the role of regulators and the need 
for their transparency, increased authority, autonomy and accountability. 

 
• The produced textbooks are valuable resource materials for regulators and other government officials 

in understanding the challenges of renewables, energy efficiency, district heating and managing 
vulnerables. 

 
• The project reached out to other countries in the region that could be potential new members of the 

ERRA association or network and learn more about regulation during the ERRA internal meetings. 
 

• The project reached out to ministries and other industry stakeh olders (energy efficiency centers, 
industry associations etc.) of the Inogate region which are normally difficult to access and to involve into 
programmes. 

 
• The project was a two-way process. Regulators participating in the project had an excellent opportunity 

to learn more about the status of energy markets an d energy regulation  in the Eastern European 
and Central Asian region. This new expertise could be well utilised in future similar projects. 

 
• The project contributed to the international recognition o f both INOGATE and ERRA. 

 


