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1. Organizational and ownership forms of the public utility water companies 
 Before the change of political system
Before the change of system, five regional and 33 county-owned (county-owned and municipality-owned) waterworks companies provided water supply in Hungary. (In certain places, separate companies were founded for the operation of water supply, sewerage systems and public swimming pools.) 

In Csongrád County, where Szentes belongs to, these tasks were carried out by the Csongrád County Waterworks and Sewerage Company (henceforth Waterworks Company), which was founded in 1952 and owned by the county council. The only exception was Szeged, the county seat, because the city had its own council-owned waterworks company. 

The organizational structure of the Waterworks Company can be divided into three parts:

1.  Local, communal, public utility asset: water deposit of each municipality and also the wells, water reservoirs, their buildings and protected areas, water and sewerage network system, water towers and waste-water treatment plants.

2.   Six engineering sites  (including Szentes): usually expensive equipment, which was not assigned to any municipality because it was commonly used, belongs to them (e.g. warehouses, certain buildings and specialists as well). 

3.  Headquarters: those tasks and assets belong to this level (wage accounting, material management, well drilling, central engineering, laboratory and its buildings, equipment and workforce), which supplied the whole county. The company’s headquarters was in Szentes.

1,500 people worked in the company in the second half of the eighties. 300 of them worked in the Szentes headquarters (mainly local Szentes people) and 1,200 people worked in the engineering sites. 

At the end of the eighties, the company began to change its profile in the interest of more efficient operation. The thermal baths and public swimming pools, which were making the most losses from the company’s sectors, were transferred to the municipalities. (First, they were owned by the council and later on, they were eventually transferred to the Social Security). 

After the change of political system
Due to its specifications, water service is different from other infrastructural network systems because it is more closely related to the municipalities. Since most municipalities have their own water production plant and distribution centre, pipes rarely connect one municipality with another one and the technical decentralisation of the system could be done relatively easily. For this reason, at the beginning of nineties when the role of state-owned companies began to diminish, water supply systems were considered to be the easiest systems to decentralize. 

Along with the change of political system, the transfer of state-owned assets to the local councils began. Act 65 of 1990 on local councils and Act 33 on of 1991 on the transfer of certain state-owned assets to local councils regulated this issue. The former law specified the supply of healthy drinking water among the compulsory tasks of the councils. The law also specified the collection of rainwater and waste-water among the local council tasks, but it did not make them compulsory. According to the law, public utilities belong to the conditionally negotiable part of the councils’ nominal capital. This was further specified and regulated by the regulation on the transfer of assets issued in 1991. It prescribed the foundation of asset transfer committees (VÁB) for the regulation of asset transfer. 

During 1992 and 1993, the water and sewerage public utility assets of the county were transferred to the local councils in accordance with the law on the transfer of assets. The councils charged the county’s Waterworks and Sewerage Company with the operation of these assets. 

By that time, the organizational form of the county waterworks company did not meet the current regulations; therefore, it had to be changed. The 52 local councils concerned formed an eleven-member board of directors for the direction of the company. The board was founded in such a way that the six larger municipalities, where the engineering sites were located, could be presented. During 1992-93, the public utility assets were gradually transferred (under the supervision of the County Asset Transfer Committees, who acted as primary authority); however, water fees were still specified by the Ministry (until 30 June 1994) and, as a consequence, the councils did not feel the responsibility for the transferred assets. After the change of system, the influence of the ministry became mainly formal: the companies sent their proposals to KHVM and the ministry specified these proposals as the official prices.)

At that time, the concept of the county’s waterworks company was that 52 municipalities would establish a joint company. There were several ideas concerning its organizational form. 

According to one idea, the 52 municipalities would let the company to maintain the operation of public utilities and the assets of the engineering sites and the central assets would be kept together, so that the operation could be done together. This required the agreement of all 52 municipalities; however, this was not a real option in Csongrád county, because the existing conflicts between the local councils and the county as opposed to, for example, Békés county where the municipalities of the former county waterworks company and the county town, Békéscsaba, formed a joint shares company for carrying out the tasks of operation.

 Another reason why this idea could not be realized is that the members of the supervisory boards received information such as the production cost of water produced in certain municipalities which also indicated the different interests of the municipalities: if the production cost is low, then most of the time, remaining separate is a more beneficial option than entering into a joint company, while in the case of municipalities, where the production costs are higher, it is better to join in order to balance expenses. 

Water fees are cheaper if the pipe network is more comprehensive so more water can be sold or the water loss is low because the pipes are new. In the case of sewerage service, the amount and the quality of the sewerage pipes are also important together with the amount sold. Based on these, the cities were in a better situation.

When the departures were inevitable, the management of the Waterworks Company prepared new plans for the future. According to the plans, shareholders’ companies would be formed from the remaining four engineering sites and a separate company would be formed for the execution of those tasks whose operation would be more efficient if done jointly (e.g. wage accounting, labour issues or material supply). This would be held together by a holding which would be owned by all local councils. At the same time, they began to work out the proportions of each municipalities in the assets of engineering sites and the central assets.

From 1 July 1994, the municipalities could be the owners of the engineering sites in the specified proportion. In the case of Szentes, this proportion was 77.18% of the assets for the Szentes engineering site. 

 The management of the Waterworks Company figured out an actually illegal solution for raising the money necessary for the foundation of the shareholders’ companies. The company stopped paying tax and social security in the months prior to 1 July 1994. On 1 July 1994, shareholders’ companies were formed from the four engineering sites and the fifth company, which was originally intended to carry out all central functions, was also formed but its functions only included the laboratory, water meter repairs and calibration plant and disinfection tasks. Their nominal value was 1 million HUF for each. The expenses of the service in June were still covered by the county company (this was partly possible because, at the same time, they had accumulated public debts), but July incomes were already received by the newly formed shareholders’ companies. The county company only requested a portion of these incomes for the expenses in order to support the financial stability of the new companies. (In the case of the Szentes company, it was 12 million HUF.) Therefore, the county company actually established the basis of safe operation for the new companies with the money of the tax authorities (APEH) and the Social Security. 

Between 1 July and 1 August 1994, the Szentes company (which was still owned by the county company at that time) operated the local council-owned public utility assets and the engineering sites assets. Meanwhile, proceedings were initiated in connection with the public utility asset inclusion in the company. Because the public utility assets belong to the conditionally negotiable part of the local council’s nominal capital, an interpretation debate was formed around whether these assets can be legally included in the company’s capital. After about a year and a half of debate, the Court of Registration registered the public utility assets as part of the company’s nominal capital. The statutory interpretation subsequently declared that the conditionally negotiable assets of the councils could be included in the nominal capital of a 100% local council-owned company. On 1 August 1994, the local council of Szentes purchased the shareholders’ company, formed from the Szentes engineering site, from the county company. Subsequently, the head of the local council’s economic department visited the surrounding municipalities and made agreements with them that they would give their share of the engineering asset to Szentes and Szentes would give them, in a similar proportion, part of the central assets. The then local council took all engineering assets to the company as contribution. 

The fate of the central assets

The public utility assets were transferred to the local councils in 1992 and the assets of the engineering sites were transferred on 1 July 1994; however, the future of the central assets was still unclear. At the beginning of 1994, it became obvious that the company would not be able to pay its losses from the amortisation expenses. The concept of holding also failed. Then, the management of the company began a new strategy. The only goal now was the safe launch of the new shareholders’ companies and it became clear that the concept of the county company had no future anymore. This is the reason why the new companies were launched at the expenses of APEH and the Social Security.

From 1 July 1994, the county company stopped carrying out any activity and its staff was decreased to 6-8 people. The employees of the engineering sites were transferred to the new companies. The majority of the employees at the headquarters left the company with lay-off payments but some of them were transferred to the Szentes company. From July 1994, the distribution of the central assets that were still owned by the county company began: from the remaining assets, the new companies bought useful equipment and instruments at low prices; however, at that time, this option was not available for others. In the autumn of 1994, when the head of the economic department left, the full clearance of the assets began. However, until the beginning of the full settlement, they tried to make sure that the value of the assets whould always exceed the amount of debts in order to avoid any suspicion about bankruptcy related crimes. In May 1995, the director began the final settlement of the county company. The process continued in August as bankruptcy proceedings. (By then it became clear that the company assets would not cover the debts.) On the advice of the liquidator, the small municipalities (which earlier swapped their parts in the assets of engineering sites for the central assets) gave up their shares in the central assets because that could only make deficit. Finally, only the claims of APEH and the Social Security remained, because the company made settlements with everybody else (including the employee lay-off payments). The tax authorities and the Social Security only received buildings and sites in deteriorated condition for the debts. The liquidation was completed in the autumn of 1998.  

The company, which earlier took over part of the headquarters services (laboratory, disinfection tasks or meter calibration), was sold in a tender in the framework of a liquidation process. 

2. Evaluation of the organisational changes


The separation of the county company can be evaluated from a technical-economic viewpoint and from a political viewpoint.

Arguments for and against waterworks companies which cover large areas

Mainly technical-economic arguments support the existence of waterworks companies which cover large areas:

· Optimal utilisation of the equipment and instruments 

· Optimal use of labour force and expertise

· In the case of waterworks that cover large areas, the drastic deterioration of those municipalities that are in a disadvantageous situation in terms of water service and also the resulting possible extra financial and social costs in the long-term can be avoided.

· Better protection can be ensured for the environment and the water deposits

These arguments also support the foundation of larger organisations concerning regions and operational areas as well.

Larger organisations are usually more rigid and react slower to changes and, especially, unexpected sudden problems and this can create malfunction.

A political argument is that the positions of larger companies are usually stronger concerning interest representation. If the water service organisation’s basic units - the municipalities and the areas - are measured not only in square kilometres but also by the number of municipalities (which are, of course, not independent of each other), then it is clear that in the case of a large water supply organisation, the co-ordination of several participants is necessary. This can be difficult because of the municipalities’ conflicts of interest and other conflicts.

Arguments for and against waterworks companies which cover small areas

In Hungary, the concept - and the practice in several places - of small waterworks as opposed to waterworks that cover large areas (county or a region of the country) is the result of a concrete political and historical process. During state socialism, several areas of the social and economic life were specified by artificially created and held organisations and the municipalities had little influence on decisions that could fundamentally determine their future. For this reason, after the change of political system, there was a strong demand for individual decision-making. That is why such waterworks companies were founded that only covered small areas and whose foundation could not be supported by efficiency considerations. In the case of larger cities, the cost of water production is indeed lower than in other, smaller, municipalities; however, the extra expenses of the separation were often forgotten (they have less optimal use of material, equipment and workforce than the large companies; see the benefits of larger organisations). Therefore, the economic advantages of the separation are smaller than the councils originally thought. The political benefits and disadvantages of the division to smaller companies largely depend on the size of the given municipality compared to the company’s other municipalities. From the viewpoint of the cities, the indisputable advantages of the smaller organisations are the wider scope of individual decisions, their easier adaptation to the local conditions and their flexibility in the management of unexpected, sudden, problems. On the other hand, this system can seriously threaten the small municipalities and contribute to the polarisation of the municipalities. In addition to this, the natural resources management of those waterworks companies that cover small areas are not perfect because they cannot adapt to the characteristics of the resources. This is especially important because of the limited freshwater reservoirs. (If, for example, more than one company produces water from one water-bearing layer, then the layer can be contaminated or exhausted very quickly if the investment or organisational decisions are not co-ordinated or because of the selfish and short-sighted policy of certain municipalities.)
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	Technical-economic considerations
	- Better equipment and material utilisation

- Better management of the workforce and expertise 

- Better management of the natural resources (ecological consideration)

- avoidance of the worsening situation of those municipalities that are in less beneficial situations from water point of view  (economic consideration)  
	- Rigid, it has a slower reaction to change

- it is more inclined to become bureaucratic


	- More flexible, it can react more quickly to the sudden problems


	- it wastes material, equipment and workforce

- it wastes the natural resources

- strong polarisation among the municipalities 

- it is harder to ensure necessary expertise

	Political considerations
	- the companies’ own interest representation is stronger
	- the management of commonly owned assets are always more difficult: harder co-ordination, slower decision-making process 

- there can be conflicts of interest within the organisation
	- individual decision making, avoidance of certain conflict situations
	- the companies’ own interest representation is more difficult

- the companies’ own sectoral interest representation is weaker 


In the case of Szentes, the nearly equal arguments for and against the future of the waterworks company (separation or staying together) made the decision harder. This is because, on the one hand, with the separation, the city would get cheaper drinking water and the city is big enough to be able to operate the water service safely by itself. On the other hand, the earlier headquarters also used to belong to Szentes (and, obviously, the possible new large waterworks company’s headquarters would also be here) and its 300 employees were mainly from Szentes. 

3. Current situation of Szentes
Currently, the 100% local council-owned Szentes-Water Kft. carries out the water supply and the waste-water collection and treatment of Szentes. The company also supplies three satellite villages, which belong to the administration of Szentes, and two individual municipalities as well. The supply of small villages has more disadvantages than benefits (the water service is more expensive there than in Szentes). The arsenic content of the water produced in one of the municipality is high; therefore, its treatment has additional costs. 

The water supply coverage in Szentes is nearly 100% and the sewerage network is 50%; however, only 36% of the flats are actually connected to the sewerage network.  The municipality has a biological waste-water treatment plant and the collected waste-water is fully treated before it is released into Tisza. The company makes more profit on sewerage service than water supply, because some institutions (the hospital and the army camp) have their own wells but their waste-water is still released into the central sewerage network. Nevertheless, still more than half of the waste-water treatment plant’s capacity is not utilised. The quality of the produced water is good and almost only general disinfection is necessary before the water can be released to the network. Szentes has 14 wells that supply the city. Before, they were “positive” wells, which means that water came to the surface without pumping but nowadays their capacity has decreased because of additional well drillings in the water-bearing layer and water is pumped up.

In Szentes, in addition to Szentes-Water Kft., the City Service Company (another 100% local council-owned company, whose task is water supply for the heating systems of buildings), the Sport Centre (it manages the city public swimming pools, except for the thermal bath that is owned by the Social Security) and the City Supply Institution (whose role is the maintenance of rainwater collecting ditches) also operate in the field of water service.

Szentes-Water Kft.
In 1998, the operating assets of the Szentes-Water Kft. (Szentes Water Supply and Sewerage Service Kft) was about 24 million HUF and the public utility assets were estimated to be about 300 million HUF. In 1998, the price income of the company was 238.7 million HUF and its profit according to the balance was 1.76 million HUF. The interest of the emergency fund is also added to this, so the total profit was 2 million HUF. In 1998, the company sold 1.188 million m3 water of Szentes. Of this, 1 million m3 was public consumption. 1.14 million m3 waste-water was collected. Of this, 0.435 million m3 was communal waste-water. (This data indicates, on the one hand, the inadequacy of the public sewerage service and, on the other hand, the fact that the water produced by the wells of some larger companies is also released into the sewerage network.)

About 200 million HUF the total price income of the company is from fees. 
In addition to the incomes from fees, a limited price income  (around 10-12 million HUF on a daily basis) comes from various external jobs. This income was higher in 1998 - about 30 million HUF – because one neighbouring village ordered the implementation of its sewerage investment from the company. If this type of income can be expected in advance, then the company would include them in its budget. The majority of the price income of these activities is not accounted as profit but rather it is spent on reconstruction jobs that can be deducted as expenses. Part of these reconstruction jobs are “hidden investments”. In 1998, the income of the contracting jobs was also taken into account when the water fee was specified: a lower water fee could be specified and the “loss” of the water service activities was financed from the income of contracting jobs (cross financing) in order to avoid paying taxes for higher profit. In 1995, the company created an emergency fund from a smaller part of the amortisation and a larger part of the profit for the management of sudden problems. Since then, the fund has been used up two times (in connection with the reconstruction jobs of two serious pipe breaks in the springs of 1997 and 1998) but it was refilled. Interest is accounted as part of the profit. The profit of the company is minimal. The activities of the company is organised in such a way that if an activity makes a loss, then the expenses of other areas are reduced (mainly renovation jobs). Dividends are not paid after the profit. That means that the local council, as owner, does not take away money from the company but it does not contribute to the financing of the basic activity either. In the past few years, only once did the company have to use local council money: in connection with one big pipe break, the company had to take up a loan immediately (about nine million HUF was required for the completion of the restoration). They made an agreement with the local council that the local council would pay the required money from its deposits and the company had to only pay the deposit interests. Actually, if the company did not have money for the restoration of the damages of a sudden emergency situation, then – according to the local council law - the local council’s drinking water supplying obligation would come to force. This is one of the reasons why the local council does not “experiment” with the company, for example, attempting to specify a lower water fee than the company proposed value.

The company has 85 employees; most of them were the employees of the former Szentes engineering site and some of them were transferred from the former headquarters. The company is the legal successor to the county company and the engineering site concerning labour issues; therefore, these employees did not receive a lay-off payment and their employment is considered uninterrupted. 
The organisation is very flexible because there is no rigid system of rank. Every sphere of work is well defined and all employees are aware of the responsibilities of their sphere of work (if somebody does not carry out a job, nobody else will do it for him/her).

The disadvantage of this organisational form is that the company’s capacities do not really make the execution of implementation jobs possible.

The relationship of the company and the local council

The company is fully owned by the local council; therefore, operation of the company is supervised by the local council. The representative body endorses the company’s annual report and investment plans. The representative body can also request any information from the company but this has not yet happened. Proprietary interests are represented by an assigned person. (Currently, it is the chairman of the local council-founded Supervisory Committee who is also a member of the representation body.)

The co-operation between the company and the local council is good because the local council trusts its partner. Nevertheless, certain security guarantees were also built into the system. For example, the company’s managing director can only sign contracts up to 2 million HUF and the mayor’s approval is necessary for contracts at a higher value. (The guarantees will also be discussed later.) 

The representation body, which makes the decisions, has no professional overview of the waterworks company’s issues.  Neither the representative body, nor the majority of the local council workforce can be a partner of the company from the professional point of view; therefore, such a system was created that can support professionally correct decision-making. The local council created a three-member supervisory committee for keeping contact with the company. Such members were assigned to the Supervisory Committee who had work experience in the water sector. Two of them are members of the representative body and the seven member City Development Committee responsible for the operation of the city. The Supervisory Committee has continuous contacts with the company and it has an overview on its activity and management. The company always discusses the company’s most important issues with the Supervisory Committee and their opinion is always taken into account. The company, with the Supervisory Committee, also harmonises in advance those issues of great importance - among them, the investment related issues – which would be submitted to the representative body. During these preliminary harmonisations, the Supervisory Committee reviews these submittals as if they were the representative body and raise issues that would probably be raised by the representative body. In the case of contracts, whose value exceeds two million HUF, the mayor is also involved and informed and then the mayor decides whether the issue should be submitted to the representation body or he himself makes the decision. So far, these types of issues have not been submitted to the representative body because the decisions have been unambiguous. 

So far, the decisions of the representation body have only dealt with the water fee. There were some smaller arguments whether household water fees or industrial –institutional water fees should be increased to a larger extent, but these debates have never become serious conflicts. Of course, every year during the representative body’s discussion of water fee, some members fundamentally oppose the increase of water fee because this is not a very popular decision in the eyes of the public. Usually, the representatives on the mayor’s side support a fee that includes a number of development (reconstruction) resources as well, while the opposition representatives support lower household water fees. In general, the Supervisory Committee proposed – and harmonised by them and the company - water fee is voted for eventually. 
4. Regulation of water fees

Several fee tariffs exist in the area supplied by Szentes-Water Kft. The two individual municipalities pay different prices than Szentes or the satellite villages that belong to the administration of Szentes. Within it, the household tariffs and the industrial/institutional tariffs are separated and the water and sewerage fees are also separated.
In Szentes, the company prepares the proposals for next year’s fee and the representative body chooses among them after these proposals are harmonised with the Supervision Committee. The following considerations are taken into account during the specification of water and sewerage fees:

· production cost of water/ costs of sewerage and waste-water treatment

(electricity or wages etc.)

· amortisation

· other expenses

emergency fund (for the management of sudden crises with great expenses. This is the most debated element of the water fee, because some representatives do not accept the necessity of this extra cost)

· expected water sales

A minimum profit is added to this, since the company is not a profit oriented, but rather a self-supporting, company. Beyond that, they try to keep and invest in the local council as much money as possible, instead of paying taxes after the profit. This is the reason for the situation above, i.e. that everything is accounted as expenses or reconstruction if possible. (In theory, two ways of fee setting are possible: one is based on the expenses and the other concentrates on the sales prices. The Szentes system is the combination of these two.) In addition to this, in the past years, the level of fee increase was maximised to 12-16% per year. 

The company submits its balance report to the representative body and they endorse it. The other contacting point with the representative body is the specification of water fee, but here they also usually agree. The company’s economic director specifies the water fee. Then, he harmonises his proposals with the Supervisory Committee and afterwards, they are submitted to the Financial Committee and the City Development Committee. The representative body makes its decision in the knowledge of the proposals and their justification of the three committees. The representatives usually vote for lower household prices and higher industrial/institutional fee combination. This is also good for the company, because the fees are easier to collect from the industrial companies and institutions since they never get into arrears.

Consumption measurement and fee payment 

Water and waste-water consumption can be done by the following:

· water meters installed in each flat

· based on an average fee that is calculated in accordance with certain characteristics (flat fee) 

(This can be the size of the flat; the number of rooms or the number of occupants but the price distribution based on air cubic meter is also possible.)

In Szentes, waste-water consumption is not measured separately but a similar amount to the consumed water is billed even if this item can be actually less than the consumed water. (E.g. water used for plant watering will not be released to the sewerage.)

The company bills the consumption every second month. The following payment methods are available: 

· direct payment to the fee collector

· payment by check. 

The industrial companies and institutions always pay by transfer. 

Among the measurement methods, obviously the measurement by meters is more precise; however, the installation of water meters costs extra money to the public and they are not always interested in the change. Because of this, the blocks of apartments usually use a mixed solution: those who have their own meters pay in accordance with their meter and the remaining money is distributed among those who have no meter.

The situation of the apartment blocks is special because, although the flats are billed individually, the company is in contractual relationships with the blocks of apartments, because the delivery points are at the large water meters that are located in the building. This means that if some occupant does not pay then, in theory, the expenses must be paid by the whole block of apartments (the company is in a contractual relationship with the building and not the occupants). In Szentes, these trilateral contracts - which were made in 1989-90 – mainly protect the rights of the customers but it is possible that the new contracts, which will soon be necessary, will be modified so that the planned conditions will be closer to the interest of the company.

In the past years, both the public and the industrial-institutional consumption have decreased. The reason for this is the extensive price increase and the decrease of the number of industrial companies that used to be large consumers. The management of Szentes-Water Kft. is not really concerned by this progress because it does not make serious losses for the company and they consider the unnecessarily excessive use of water to be harmful to the environment. They believe that in these days, water consumption approaches to a normal value.

In 1998, Szentes-Water Kft. sold 1.2 million m3 water. 1 million m3 was household sales and 0.2 million m3 was industrial/institutional sales. They sold  1.1-1.2 million m3 waste-water. 0.7 million m3 of this was industrial/institutional sales and only 0.45- 0.47 million m3 was household sales. (The reasons for this difference are the sewage installation level and the fact that three big consumers have their own wells but use the central sewerage system.) The fact that the sales difference decreased from 40% to 25% because of the reconstruction jobs further increased the amount of water produced. Another important issue in connection with the sewerage installations is that the fee doubles when an apartment is connected to the sewerage system; therefore, on several occasions, the apartments are not connected to the main pipe which makes losses to the company and also creates an unacceptable hygienic and environmental situation in the long term. 

Outstanding debts


During the last four years of operation at Szentes-Water Kft., eight million HUF outstanding debts have accumulated solely from household consumers. (The industrial companies could not afford to not pay the fees because they could easily be cut from service and that would create serious financial consequences for them). The main problem with the structure of the outstanding debt is that it is mainly from the “protected” zone, i.e. from flats that are in blocks of apartments where they cannot be disconnected from the system. These houses can only be managed as one entity. Nevertheless, the company does not consider the debt to be so serious that they should take actions against whole houses and, by doing this, follow the Pécs example. (In Pécs, the local waterworks company had enough of one house where the proportion of non-paying flats was high and they disconnected the house from the water network. By doing this, the company did not care about the infringement of the rights of those customers who paid their bills correctly. They put a water tanker in front of the house claiming that their delivery point is at the bottom of the house.). Payment readiness is not directly connected to the financial situation, mainly because water fees are still considered less than other overhead expenses. Therefore, those who receive social security allowances usually have debts from rent or heating and not from water service. For this reason, unfortunately, those who have debts cannot really be reached through the social security department. Even if some of those who receive allowances are also known to have a water fee debt, usually their large debts are paid first and eventually no money left for water. The support system operates in such a way that first, the social security department sends the money directly to the company who demands the largest debt. Since the largest demands are usually not the water and sewerage fees, the majority of the assistance is spent on other debts. (Annually, only one or two persons request apartment maintenance contribution for water fee debts, which is negligible to the total 360 applications.) In case of pipe breaks, there are a little more appeals to the social security department for temporary aid but these are also only 3-5 cases in a year. 

From 1995, the waterworks companies have options to restrict the consumption of the non-payers but in the last one and half years, Szentes-Water Kft. did not use this option. They, rather simply, disconnect family houses from the water network. (This method is illegal but effective.) 

5. Investments
The public utility assets and operating assets must be separated from the investment point of view.

The company’s own resources for the renovation and occasional development and expansion of the public utility assets and operating asset is the amortisation of the various assets. Every year, the company builds amortisation into the fees of the public utility and operating assets in any given year. The amortisation of the public utility assets is an average 4% (depending on the equipment). The amortisation of the operating assets is a little higher than that. In theory, the company must spend the amortisation of the registered capital (operating capital), whose value is 10 million HUF a year, on the maintenance and development of the operating assets. (In the case of operating assets, the renovation does not really count, because here the equipment becomes obsolete so much quicker than public utility assets that renovation is pointless.) The amortisation of public utility assets – about 12-13 million HUF in a year – must be spent on the maintenance of the existing public utility assets. In practice, these two resources are not separated so much and the incoming 22 million HUF is spent on the execution of the most actual tasks.

As can be seen, amortisation incomes are not spent on the expansion and development of the public utility assets. The main reason for this is that, when the public utility asset was brought into the company, its net value in the county company (341 million HUF) was specified as the gross value of the public utility assets brought into the new companies and this is the basis of the amortisation as well. In the county company, the gross value of these public utility assets was almost 1.5 billion HUF. However, if the asset had been brought into the companies at this value, then the amortisation of this higher value (about 60 million HUF at 4% level) would have increased the fees by about 50 HUF. (For comparison: the household water fee was 48.90 HUF and sewerage fee was 37.00 HUF from 1 July 1994.) This is the reason why the net value of the asset in the county company was used. However, this also means that amortisation does not cover the renovation of the public utility asset. The company’s profit should be its other resource, but the fees are specified in such a way that the profit should be minimal (1-2 million HUF per year) and after taxation, the financing of the renovation from the profit would not be economical. The local council, acting as owner, is also aware of this. In this situation, they have to carry out the development and the expansion of public utility assets and provide investment resources.

Every year, the company prepares plans concerning investments (renovations). The local council examines and endorses four-year plans. (This happened in 1994 and it will be in 1998 next time.) The local council body also endorses the company’s balance report. They put the profit after taxation into a profit reserve, instead of spending. This can also later be used as a resource for development. Therefore, the company’s own investment decisions are quite autonomous: in theory, the local council could interfere in the investment decision but they do not do this, because they trust in the company’s professional competence and correctness and they have a good relationship with the company based on continuous contact through the Supervisory Committee. Practically, nobody could interfere in the decision concerning investments in connection with the operating asset. The development and renovation decisions in connection with the public utility assets are partly connected to the breakdowns. 

In the past few years, the company’s largest self-development was the URH program which equipped the waste water boosters with a sensor and computer system to monitor and handle breakdowns. In the past few years, another significant development in connection with the operating assets was the purchase of an excavator. Nevertheless, the company’s investments are mainly related to the renovation of the existing public utility asset. 

The most important resources for local council developments are the central resources. These are the following: 

1. Target subsidies
 These can cover up to 40% of the total expenses of the investments. The tender system of the target subsidy excludes nobody but this also means that obtaining these subsidies is uncertain.

2. Subsidies distributed by the county region-development councils for regional equalisation

About 10-15% of the investment can be financed from these subsidies. The distribution method also cannot be really calculated: in the past, the subsidy was distributed among the municipalities in some proportion and mayors of each municipality decided on further distribution. In 1997 in Szentes, for example, the modernisation of the heating system was carried out from this resource.

3. Various central funds
Mainly the Water Fund and the Environmental Protection Fund are concerned in connection with the sewerage investments. About 5-10% of the investment can be covered by these funds.

In the past, the local council used significant central resources for sewerage investments (target subsidies, resources of the Water Fund and the Environmental Protection Fund and centralised allocations) and privatisation incomes made up the majority of the company’s own resources. However, the latter was used up by 1998 and for this reason, the creation of company resources are getting increasingly difficult. In April 1998, a target subsidy had to be cancelled which was tendered and won in 1996 for the expansion of the sewerage system: the implementation of the investment could not start because they could not provide their own resources. Since 1997, there have not been sewerage investments (In 1997, only those investments which had already begun were completed). In 1999, they also applied for a target subsidy for the expansion of the sewerage system but their chances are lower now because of the cancellation of the subsidy in the previous year.

In 1998, the local council’s investment plan did not contain any public utility investment.

7. Quality assurance

The quality of water produced in Szentes is good and only general disinfection is necessary before the water can be released to the network. The only exception is Eperjes, where the water produced contains arsenic; therefore, here more serious treatment and disinfection is required.

The policy of the management of Szentes-Water Kft. is that they would rather provide a more expensive service than fail to meet the quality requirements or fail to carry out quarterly supervision. Unfortunately, they cannot carry out the laboratory jobs, including water quality checking, within their own competence; therefore, they have to purchase them at entrepreneurial prices. The Lower-Tisza Water Directorate is the official supervisory authority of the company. 
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