The Summary of Energy Policy Assumptions for Poland to the Year 2020

Final achievements in the field of the power generation, the power strategy and plans for the future, the state of affairs and the compactness of the power strategy, also in reference to the privatisation policy, according to Assumptions of the Power Policy of Poland Until the Year 2020 adopted by the Council of Ministers on February 22nd, 2000.

A systematic ordering of roles played by the public administration, self-governmental bodies, and economic subjects takes place as a result of the system and economic transformation started at the beginning of the 1990s.

The Energy Law made an important differentiation of these roles in the field of the power economy. It imposed the duty to prepare assumptions of the power policy upon public administration bodies. It granted the communes the right to decide about the method to meet local power needs. It allowed power generation enterprises participate in the market game and achieve revenues covering justified costs.

The Minister of Economy fulfilled his duty resulting from the Energy Law and prepared, at the agreement of other proper Ministers, the draft of State Energy Policy Assumptions Until 2020, presenting a long-term forecast of the development of the fuel and energy economy for a period not shorter than 15 years, as well as a long-term programme of activities of the state to implement conclusions resulting from the forecast, formulated on the basis of an evaluation of the power safety of the state.

On February 22nd, 2000, the Council of Ministers approved the a/m document.

The said Assumptions consist of five main parts defining basic elements of the power policy, namely:

· main goals and strategic directions of activities;

· present state of the power economy;

· forecast of the national demand for fuels and energy;

· assessment of the power safety of the state;

· programme of activities of the state.

Main directions and strategic goals of activities

Main social and economic purposes of the power policy of the state are the following according to the aforementioned draft:

1) energy safety, understood as a state of the economy facilitating the coverage of the current and future demand of recipients for fuels and energy, in a technically and economically justified way, with the observation of requirements of the environmental protection;

2) improvement of the competitiveness of national economic subjects, as well as products and services offered in the international markets and in the domestic market;

3) protection of the natural environment against negative effects of power processes, e.g., by means of programming activities in the power generation sector in such a way so that the ensure the preservation of resources for the present and future generations.

In order to achieve these goals, there have been also determined strategic directions of activities of the state in the field of the energy sector, namely:

The strategy of the integrated management of the power generation and environment results from the necessity to observe the rule of a balanced development, in the harmony with the natural environment. There is a necessity to preserve non-recoverable natural resources for future generations.

The strategy of the organisational and technical decentralisation of power systems, entailing a development of dispersed sources of a small power, producing the electric energy and heat, a more intensive utilisation of local energy resources, and a development of local power markets.

A basic goal of the strategy includes granting a support to self-governmental bodies in a more efficient utilisation of local conditions for stimulating the development in the communes or regions, with the preparation of assumptions for plans of the energy supply, and consequently, a co-responsibility of self-governmental bodies for the realisation of the power generation policy of the state by territorial self-governments.

The strategy of network power markets is a logic consequence of the system and economic transformation conducted in Poland in the 1990s. Its withdrawal would constitute a much more serious developmental threat for the Polish economy and society than the risk posed by the continuation of these transformations.

The strategy of an improvement in the energy efficiency, whose central element includes a promotion of modern, highly efficient power machines and equipment capable of a competition both in the national and foreign markets.

The strategy of the transitional period results from the ongoing ownership and organisational transformations in the Polish power generation sector, during which there arise various types of economic and social tensions. They are a natural consequence of the transformations under way in our country.

Key problems to be solved during the transitional period include: processes connected with the restructuring of hard coal mines, restructuring of long-term contracts in the power generation sector in the context of reaching the liberalised market of the electric power, the restructuring of the Polish Oil and Gas Company, as well as a construction of the system of a co-operation of communal self-governments with power generation enterprises.

The present state of the energy economy

An analysis of the present state of the economy indicates that tasks determined in the Assumptions of the Polish Energy Policy Until 2010 were realised with a variable success in the substantial part in the period after 1995. Their implementation depended on economic conditions shaped during the transformation process.

An assurance of a high speed of the economic growth should be considered to be satisfactory.

The speed of the realisation of tasks in the field of lowering social costs of the reforms and an improvement of conditions of living of the society, specified as “a just distribution of the load” of the restructuring of the power sector among all social groups, was slower than it had been assumed in the document, because such a distribution of the burden of the restructuring is very difficult to be realised in conditions of a deep economic and system transformation.

Thanks to the adoption of the Energy Law and the establishment of the Energy Regulatoty Office, there took place a considerable progress in the field of creating legal conditions for implementing market mechanisms in power generation subsectors.

As far as the integration with European Union structures is concerned, there can be noted a satisfactory progress, while the overview of the adjustment of the Polish law to the European law proves a good conformity of the power law with the Union law.

The participation of the power from renewable sources gradually increased. It was helped, e.g., by a considerable increase in the utilisation of timber and timber wastes, an establishment of several geothermal power plants, opening several wind power plants, and numerous small water power plants, as well as thermal and electric power plants functioning with gas from communal dumping grounds.

The power self-sufficiency index of Poland (the ratio of obtaining the power and the consumption of the energy) slightly dropped during the said period, which from the point of view of the traditionally understood power safety, is a disadvantageous phenomenon. However, it should be added that the index is much lower in most EU countries than it is in Poland. Its volume in Poland mainly results from the fact of possessing our own coal resources.

The power consumption in the power sector (processes of obtaining, processing, sending, and distributing the power) underwent a regular, but small reduction.

The diversification of the power supply in Poland in the case of individual energy carriers was realised partially, namely:

· there were increased reloading capacities of port oil terminals, which offered conditions for the diversification of supplies of oil and oil products;

· the liberalisation of the trade resulted in the appearance of imported coal (mainly from Russia) in northern regions of the country;

· there was started the process of the diversification of supplies of the earth gas:

· at present, ca. 57% of the gas supplies come from Russia, from gas pipelines ending in Poland, but there will be possible supplies of gas from the transit pipeline as a result of the construction of the first part of the gas pipeline Jamal-Western Europe, which will improve the power safety of the country;

· there were realised three connections of the gas pipeline with the gas transfer system in West Germany;

· there was signed a contract for first deliveries of gas from Norway at the amount of 0.5 billion m3/p.a., with a perspective to increase it.

· there was made a connection of the Polish electric power system with the system in Western Europe, which has considerably improved the electric power safety of the country in emergency situations.

No system of collecting liquid fuel reserves, meeting requirements of the EU and OECD, has been worked out yet, while reserves of liquid fuels in Poland continue to be in a level much lower than that required by EU standards.

The productivity of the primary energy and the productivity of the final energy consumption increased, but the relevant indexes continue to differ much from indexes of the EU. Advantageous changes in the energy productivity indexes prove ongoing processes of the rationalisation of the energy consumption.

Prices of energy carriers gradually approach the level of prices in the EU countries. Due to much lower incomes of the population, costs of the energy in Poland constitute a much bigger burden for household budgets than they are in the EU countries. Relations between prices for the industry and households are similar to the relations observed in the EU countries.

The environmental protection is characterised of a considerable progress in the limitation of the emission of impurities to the atmosphere.

Forecast of the national demand for fuel and energy

When determining the image of the macroeconomic development of the country until 2020, there was applied the scenario approach due to the ongoing system transformation, whose inseparable element includes a considerable insurety of future states of the economy. When constructing the scenarios, it was attempted to take into consideration various, possible developmental situations, depending on the success or its lack, and connected with the implemented social and economic reforms of the country. The influence of macroeconomic parameters, depending on the shaping of the situation in the external environment of Poland, was also taken into consideration in the scenarios. Thus, it was attempted to reduce the set of possible conditions for the Poland’s development down to rational sizes.

One of the most important elements of the international environment of Poland is connected with the process of the integration with the European Union. This is why, it was attempted to preserve a maximal similarity to scenarios worked out by experts from the European Commission and presented in European Energy to 2020: A Scenario Approach (issued by the European Commission in 1996) and the European Union Energy Outlook to 2020 (issued by the European Commission in November 1999) in the construction of the macroeconomic development scenarios.

The scenarios differ, e.g., with the forecast dynamism of macroeconomic phenomena connected with changes in the international environment, and exercising a basic influence upon the speed of the development of the Polish economy in the 20-year-long perspective. They are the following:

· SURVIVAL – there are phenomena typical for a weak world development hindered by political upheaval; the Polish economic policy is not capable of generating durable developmental bases and the raw material structure of the economy is strengthened. The scenario has a clear warning character. In such conditions, the average annual GNP growth rate is ca. 2.3%/p.a. A development at this speed does not allow us to make up the developmental gap in relation to better-developed countries. The unemployment rate during the first sub-period covered by the forecast (until 2005) reduces a bit due to the necessary protection of the labour market, but then it quickly rises up to 14%. It is connected with the objectively growing macroeconomic difficulties, including a too small accumulation of the capital. The country’s development at this speed postpones the membership of Poland for later than 2010, if it is ever possible;

· REFERENCES – there is a political stability and the development of the international environment without shocks and sudden changes. In the case of the Polish economy, it means a relatively slow continuation of the process of advantageous transformations initiated in the decade of the 1990s as compared to developmental needs.  The implemented policy of  “smooth transformations” of the structure of creating the GNP uses the existing, simple developmental reserves already during the first sub-period, which leads to a permanent drop in the speed of the development of the GNP. Deeper structural reforms, undertaken with a certain delay, result in an increase in the unemployment rate during the last two sub-periods covered by the forecast. If Poland develops at the rate of 4.0%/p.a. in terms of the GNP, it does not loses the chance to belong to the EU, but it will be delayed several years (ca. 2010). Then there will occur another necessity to make important changes in the structure of generating the GNP and in the employment structure.

· PROGRESS-PLUS – performed in advantageous international environment conditions and with the assumption of an active, efficient pro-efficiency policy of the Government, creating desired behaviour of all recipients. There occur positive economic changes, which results in a development of the world economy, based on competition and partnership, with a much more advantageous access to the capital and modern technologies. A deep and permanent restructuring of the economy in Poland takes place. The structure of creating the GNP changes for the benefit of sectors generating high added values (e.g. the computer, pharmaceutical, telecommunication sector, etc.), as well as computer, consulting, banking services, or other services. The importance of the participation of the agriculture and the energy sector in the creation of the GNP drops relatively. Due to the ongoing structural changes, the social work yield changes considerably, and the productivity of the primary energy increased (over 3 times). Such deep changes allow us maintain a high speed of the increase in the GNP of ca. 5.5%/p.a. If Poland develops according to the assumptions, it will become member of the EU before the year 2005. The fact considerably improves the continuation of positive developmental trends, and even their certain acceleration.

A drop in the consumption of the primary energy is forecast in all scenarios during the first 8 years covered by the analysis as a result of a deep rationalisation of the energy consumption, and especially of the network heat. A moderate increase in the demand for primary energy occurs in consecutive sub-periods. There should be expected an increase in the demand for the electric energy, especially in the sector of services and in households.

All scenarios predict a drop in the demand for hard coal, down to the level of 83.5 mln tones in the SURVIVAL scenario and ca. 82 mln tones in the REFERENCE and PROGRESS-PLUS scenarios in 2020.

All three scenarios predict the extraction of the brown coal in the stable level of ca. 65 mln tones per year.

The demand for the earth gas increases considerably mainly in the electric power generation and the communal heating. The increase is smaller in other sectors of the economy. The earth gas becomes competitive for the coal due to a high efficiency in the conversion, a smaller unit emission of CO2 and Nox, as well as a practical lack of the emission of SO2 and dusts. The demand increases up to the level of 26 billion m3 in the SURVIVAL scenario, 29 billion m3 in the REFERENCE scenario, and 28 billion m3 in the PROGRESS-PLUS scenario.

The demand for crude oil and oil products increases. The existing reloading and transportation capacities considerably exceed present needs of the Polish refineries. The infrastructure offers a possibility of an alternative supply of the oil both towards the east (Przyjaźń pipeline) and by sea. An increase in the consumption of liquid fuels generates a demand for crude oil (and derivative carriers) up to the level of 21 mln tones in the SURVIVAL scenario, up to 28 mln tones in the PROGRESS-PLUS scenario in the year 2020.

There takes place a stabilisation of the participation of the renewable energy in the level of ca. 5-6.5%, in spite of an increase from the level of 5.5 Mtoe in 1997 up to 5.9 Mtoe in 2020 in the SURVIVAL scenario and up to 7.7 Mtoe in the PROGRESS-PLUS scenario. It is estimated that an active participation of territorial self-governments in the process of shaping the power policy will facilitate a further increase in the participation of the renewable energy.

The demand for the electric energy in the period covered by the forecast indicates a very dynamic increase from ca. 41% in the SURVIVAL scenario, 63% in the REFERENCE scenario, up to 66% in the PROGRESS-PLUS scenario. In natural units, it means an increase up to 202 TWh in 2020 in the SURVIVAL scenario, 233 TWh in the REFERENCE scenario, up to 236 TWh in the PROGRESS-PLUS scenario.

The scale of the increase seems to be high. The conducted various comparatory analyses, including those of international data and referring mainly to the demand for the electric energy in the function of the speed of the increase in the GNP indicate that, practically speaking, the increase in the consumption of the electric energy usually exceeded the speed of the increase in the GNP in every country with an economic growth.

Assessment of the energy safety of the state

When evaluating the power safety of the state, it should be admitted that it has not been threatened during the past few years.

The so-called Stirling index was used for a total, synthetic evaluation of the level of the diversification of the supplies of fuels and energy in Poland (determining the level of the power safety). It indicates that due to the changes in the structure of the used primary fuels, the power safety of Poland increased by almost 10 percentage points. The index is much more advantageous in the European Union, which results mainly from a more balanced structure of the balance of primary energy carriers.

The value of the index of the diversification of the supply of the primary energy increases in each scenario of the macroeconomic development, achieving the level similar to that of the European Union at present. However, in the case of the SURVIVAL scenario, the values of the index reach the lowest level of the development. It is an effect of relatively weakest developmental capacities of the state, where there occurs the necessity of an increased investment in the support of the little modern production assets. As far as the power generation is concerned, it means a higher level of conserving the present structure of the supply and demand for the fuels and energy, as well as higher inputs in the environmental protection connected with it.

An evaluation of the power safety state of the country from the point of view of economic parameters is much less advantageous. A poor economic status of the companies and recipients of fuels and energy is a result of various current perturbations and it constitutes a main developmental barrier. Thus, it indirectly influences the safety of the energy supplies.

When evaluating the forecast state of the power security of Poland, it can be said that a development complying with the vision of the REFERENCE scenario, and mainly the PROGRESS-PLUS scenario may only give a guarantee to improve the state of the power safety of Poland. It means a necessity of a more efficient realisation of modern developmental strategies changing the image of the Polish power generation sector towards becoming more friendly for people and for the natural environment.

The state activity programme

Plans of the Government are directed mainly to solving problems of the transitory period before becoming a member in the European union. After obtaining the membership, the power policy of the state will comply with priorities of the EU policy. One of the advantageous effects will include, e.g., a wide inflow of the capital and modern power generation technologies, as well as the environmental protection, facilitating the realisation of supreme goals of the state policy.

These tasks are a result of a number of consultations, an exchange of opinions and initial agreements, so they can be controversial for many circles, insufficient for other ones, and intervening too much into the free market for others.

In such a situation, the suggested activities will require a consensus and political will to realise them in many cases.

Plans set out directions for the realisation that should concentrate on activities of public administration bodies, self-governments, and power enterprises.

The below presented fields belong to key aspects to implement the “Assumptions …”

Investment policy

During the coming 5-7 years, the national production potential of the whole power generation sector, including the import, will be able to satisfy the domestic demand. However, with the time passing on, there will be necessary decisions about the development of the production potential in ca. 2005. It especially refers to the electric power generation sector.

The development of the production potential adjusted to needs of the recipients is the task imposed upon enterprises of the power sector by the Power Law. It will require the enterprises an adjustment and development of their strategic planning and marketing basis, as well as a constant monitoring and updating of strategic and operation plans.

The state budget shall not directly participate in financing investment needs of privatised power enterprises. Stable legal solutions and a stable, clear fiscal policy constitute a sufficient basis for an independent taking of investment decisions in the level of enterprises.

One of the basic sources of information about developmental needs of the power sector shall include developmental plans worked out by power generation enterprises in charge of sending and distributing energy carriers on the basis of the Energy Law, as well as information from the electric power exchange about the current need for the electric energy in individual times of the day/

Power generation enterprises, playing the role of an electric power and gas transmission system, shall be held responsible for the preparation of long- and medium-term developmental forecasts of these subsectors according to strategies of the power policy and on rules provided in the Energy Law and in individual resolutions.

The price policy

The best protection of recipients against an unjustified price increase includes mechanisms of an undisturbed competition in a liberalised energy market.

The state of the preparation of individual power subsectors indicates a possibility to introduce, first of all, a competitive market in the electric power generation. However, it is necessary and purposeful to restructurise long-term contracts for the supply of electric energy concluded during the past period to facilitate the financing of a modernisation of a considerable number of power generation plants and thermal power plants, as well as a limitation of their negative influence upon the environment.

Such a way of financing the development of the generation subsector reached a too high level, limiting the practical possibility to create a clear, competitive market for producers. Thus, the Government considers it to be purposeful and necessary to restructurise these contracts.

It should be conducted in a way ensuring a continuation of investment processes and an avoidance of accumulation of the repayment of received credits in a short period of time. It shall require an active co-operation also from the part of producers, especially in cases of the necessity to renegotiate contracts with crediting banks.

Due to a big participation in the production of the electric energy covered by long-term contracts there arises a doubt that in spite of a due diligence from the part of PSE SA (Polish Power Grid Company) and the producers, when restructuring them, there can occur the phenomenon of the so-called “orphan costs”. The Government predicts a possibility to cover orphan costs by means of an introduction of a system of compensation fees that shall cover producers of the electric energy possessing long-term contracts.

This solution, supplemented with the introduction of the trade in emission permits mentioned in the strategy of the integrated management of the energy and environment, will result in quite an equal distribution of costs of the development of sources of generating the electric and/or thermal energy.

A very important element of the liberalisation of the electricity market includes its quick creation and beginning of activities of the electric power exchange.

Liberalisation processes in the gas industry, including the shaping of a competitive market of the earth gas in Poland will have a slower pace due to the purposefulness of the utilisation of experiences both from the Union and from Poland, related with the electric power generation.

The creation of local, competitive thermal markets wherever there are appropriate technical and organisational conditions shall require an intensification of activities.

During the transitory period, i.e., during the coming few years, there will be acceptable an increase in the prices by a few percentage points above the inflation for the recipients who have been beneficiaries of subsidies at the cost of other groups of recipients so far.

Ownership transformation policy in the power generation sector

The creation of legal frameworks of the functioning of the power generation sector in the market economy, the establishment of a regulation body and experience of a several year long period of the functioning of power generation enterprises as one-person companies of the State Treasury constitute a sufficient basis to intensify privatisation processes. Moreover, there arise needs to co-invest and introduce new technologies and methods of the management in power generation plants. The coming years preceding the accession to the European Union will be a period for Polish power generation companies to adjust themselves to meet requirements of the international competition.

The Government considers the electric power generation subsector to be the best prepared for privatisation processes and this is why it plant to carry out the first stage of its privatisation already during the coming three years. The market value of the companies offered for privatisation will be the higher, the smaller the investment risk will be according to future investors. This is why, in order to facilitate the privatisation process and assure its efficient proceeding, there shall be determined a model of the market of the electric energy and the way of solving the problem of long-term contracts.

The following priorities will be followed in the case of the privatisation:

· protection of the consumers by means of creating a competitive electric energy market;

· inflow of the investment capital to enterprises;

· protection of employees in the form of the so-called social packages negotiated in the level of the enterprise with the participation of trade unions and the interested investor;

· inflow of financial means into the budget.

The privatisation will cover all 33 electric power distribution companies, whose shares will be put out for sale in groups of several shares simultaneously. Each group will have a 12-15% participation in the electric energy market. The investors will be free to submit offers for shares in selected companies, but there will be preferred offers of purchasing whole groups of shares. A package of shares of individual companies offered for sale will be 20-25% of the stock capital. A receipt of a majority package will be possible by means of covering the stock capital by the investor. Thus, the Government plans an inflow of means for investments in power generation plants.

The plants will be privatised separately. A package of shares offered for sale will amount to 20-35%. Investors interested in a purchase of shares of several companies, or power plants and brown coal mines connected with them will be preferred. Just like in electric power stations, the receipt of a majority package of shares will be possible by means of covering the stock capital.

There are not excluded sales of securities in the Stock Exchange during the process of privatisation of electric power plants.

PSE SA will be privatised at the very end, which should take place after 2002 according to assumptions of the privatisation strategy.

Generally speaking, there is not planned any previous consolidation of electric power generation companies. Offers of sales of the shares shall be directed first of all to branch investors. They will be able to increase their participations by means of acquiring new shares, including those from employees of the companies after two years after the purchase of the first package in the future.

The privatisation of the gas subsector will be preceded by the restructuring of  Polskie Górnictwo Naftowe i Gazownictwo S.A. (Polish Oil and Gas Company). Basic fields of activities of the company will be separated to ensure a clear division of costs and limit the mutual subsidising of various types of activities. It is planned to separate structures connected with basic fields of activities, and then their privatisation. Due to the power safety, the gas distribution subsector will not be privatised until the moment of a full implementation of rules of an access of third persons to the network (TPA) by countries of the European Union. Detailed rules of the privatisation of the gas sector will be determined by the Government in 2000.

The privatisation of the oil subsector will be conducted according to the modified “Programme of the Restructuring and Privatisation of the Oil Sector” adopted by the Council of Ministers in January 1999.

Activities in the field of the environmental protection

It results from comparatory analyses conducted in national scientific and research centres that the valid national regulations concerning stationary electric power sources comply with respective standards valid in the European Union in the field of the emission of SO2 and NO8, as well as dusts. A further change of requirements of the environmental protection to make them still stricter should be, however, preceded by a number of analyses, taking into consideration system effects that they would cause to the Polish economy and society.

There will be introduced the duty to apply standards determining the contents of sulphur in engine fuels according to appropriate regulations of the European Union.

Bearing in mind the scenarios of the macroeconomic development of the country, supplemented with calculations of future power balances, the liability to reduce the emission of greenhouse gases by 6% in the years 2008-2012, including CO2 in relation to the level of 1988, signed in Kyoto, will be observed by Poland.

There are possibilities of a further reduction in the issue of greenhouse gases, but it may turn out to be too expensive and aggravate the competitiveness of the Polish economy.

Rationalisation policy

The Polish economy of the 1990s is characterised of a systematic improvement of efficiency indexes in the field of the fuel and energy management. Its basic reason includes changes in the structure of creating the added value in the national economy and a considerable, real increase in prices of fuels and energy. Most performed assessments and analyses indicate that the improvement in the power efficiency so far has been connected mainly with simple reserves, liquidating the energy waste. But it does not cover more advanced solutions following solutions checked in the practical life in highly developed countries of the European Union and OECD. 

The Government claims that an efficient realisation of the policy of the rationalisation shall require individual ministers and managers of central offices works out and implement a number of instruments of the character of:

· direct regulations (legal standards);

· market stimulation (economic and fiscal);

· supporting (information, education, research, and development).

Utilisation of not conventional, including renewable sources of energy

The Energy Law imposed the duty to keep reserves of fuels assuring the maintenance of the continuation of supplies of the electric energy, gas fuels and heat to recipients upon power companies in charge of the production of the electric energy or heat and the extraction and distribution of gas fuels. On the basis of the statutory delegation, the Minister of Economy issued a resolution in spring 1998 where he determined the volume, method of keeping, and controlling reserves of fuels.

The integration with the European Union requires a separate treatment of the problems of reserves of liquid fuels. The law of the European Union obliges its Member States to keep at least 90-day-long reserves of crude oil and/or oil products. It results from the performed analyses that the development of the storage capacities is connected with considerable financial inputs that should be divided for several years. National companies from the oil sector estimate that in order to fulfil the regulations of the European Union, it will be necessary to construct additional containers of the capacity of ca. 2.8 mln m3 for ca. 5.0 billion zloties. The Government suggests in its negotiation position to have the increase in the storage capacities of 2% p.a.

Due to huge capital inputs, there is not excluded the possibility to conclude appropriate international agreements and seek foreign investors interested in rendering storage services.

The Government is to amend the Act on State Reserves and Obligatory Reserves within the harmonisation of the Polish law with that of the European Union, by determining rules and the method of financing the obligatory reserves exceeding the level resulting from routine commercial activity, but necessary from the point of view of the power safety of the state and international liabilities of Poland.

Due to the predicted considerable increase in the demand for the earth gas, the Government will undertake activities guaranteeing the maintenance of a stable level of the security of supplies of the earth gas to national recipients. It will require a construction of appropriate storage capacities and a collection of the required quantity of the earth gas pursuant to the valid legal regulations.

The creation of storage capacities and the maintenance of the reserves entails a coverage of considerable costs that shall be consequently imposed upon power enterprises and final recipients. There will be launched tests on an optimisation of these burdens, taking into consideration variable conditions of the international environment, as well as agreements reached during the integration process. The Government expects that results of the tests shall facilitate an economically efficient realisation of the policy of the state in the field of reserves.

Scope and goals of the international co-operation

The Government accepts activities to preserve the compliance of power politics of Poland and the Union to be one of the main directions of the international and bilateral power co-operation. It results from conditions of the process of the integration with the European Union on one hand, and from a wider and wider openness of domestic markets to the international competence on the other hand. The Government claims that an increase in the power safety is an advantageous effect of the process of the integration with the European Union.

Bearing in mind potential advantages for Poland resulting from its geographical location, the Government will actively participate in the realisation of the programme of the construction and development of trans-European power networks realised within the programme of the European Union.

The scope of the co-operation is determined in documents concerning the Energy Charter Treaty, which the Government plans to ratify in 2000.

An increase in the power efficiency and a wide utilisation of renewable energy sources is also an important element of the international co-operation, unifying efforts in fulfilling decisions taken in Kyoto.

Poland will participate in the co-operation programmes of the European Union, including THERMIE, EUREKA, JOULE (non-nuclear power generation programmes), SYNERGY (international co-operation in the power sector), SAVE (improvement of the power efficiency), ALTENER (promotion of renewable power sources). It shall also strive for a possibility to take advantage of assistance funds of the European Union supporting the international co-operation; the most important ones are included in the PHARE programme at present.

There will be intensified strives to obtain the membership in the International Energy Agency and in the Nuclear Energy Agency.

An overview of the conformity of the law regulating the functioning of the power sector proved a far-reaching conformity with requirements of the membership in the European Union. However, its full harmonisation is and will be the basic task for the coming years.

At the present stage of the agreements, it means that Poland accepts and will implement acquis communautaire in the field of the power, except for the implementation of art. 17 and 18 of directives 98/30/EEC of June 22nd, 1998, concerning joint rules of the internal market of the earth gas, and the directive No. 68/414/EEC of December 20th, 1968, amended with the directive No. 72/425/EEC of December 19th, 1972, concerning the duty of member countries to maintain minimal reserves of the crude oil and/or liquid fuels.

Poland shall undertake necessary activities leading to the implementation and application of the acquis in the field of the Energy, according to the declared deadline of the readiness for the accession to the Union, i.e. before December 31st, 2002. Wherever it is possible, Poland plans to harmonise its law with the Union law and make its full implementation as early as possible and before the date of entering the Union.

Motions put forward during the negotiations about granting the transitory period in the field of:

· the sector of the oil and gas mining are connected with:

· the necessity to carry out the restructuring and privatisation of the gas industry to create economically efficient units of the mining, transmission, storage, and the trade in gas, as well as its distribution;

· facilitate the restructured subjects of the gas market their functioning for at least one year before the implementation of the directive in conditions of the national competition and a free shaping of the prices.

· the sector of liquid fuels result from the necessity:

· to amend the Act of May 30th, 1996, on state reserves and obligatory reserves of fuels, as well as appropriate executory resolutions or a preparation of a new act;

· determination of organisational rules of the system of creating reserves of oil products;

· preparation of the programme on creating necessary storage capacities, but there is assumed an annual increase in the reserves maintained by economic subjects in the level of 2%. Moreover, it is assumed that the achievement of the level of reserves as required by the directive shall be realised by means of a parallel increase in the system of economic reserves and those collected by economic subjects.

Activities in the field of the hard coal sector result from provisions of the Act of November 26th, 1998, on the adjustment of the hard coal mining to function in conditions of the market economy and special rights and tasks of mining communes. Moreover, when implementing the Programme on the Reform of the Hard Coal Mining in Poland in the Years 1998-2002, approved by the Council of Ministers on June 30th, 1998, there were assumed rules of acquis communautaire in the field of the state assistance for the coal mining. The Polish law complies with the decision of the Commission No. 3632/93/ECSC, whose expiry date is on July 23rd, 2002.

The Government is of an opinion that adjustment processes of the Polish coal industry for conditions of the market economy, started in 1990, will go beyond the year 2002, which shall require a further provision of the state assistance to the industry.

Representatives of the Polish party have not presented any additional petitions for granting a transitory period at the present stage of the negotiations. However, the Polish Government reserves the right to provide petitions for a transitory period mainly due to the assurance of the power safety during the said transitory period. Nevertheless, the right shall be limited only to the situations which can be justified on the basis of provisions of directives of the Internal Energy Market, i.e., the directive No. 96/92/EC (“electric”) and 98/30/EC (“gas”), defining uniform rules of creating the power market.

Suggestions of changes in legal regulations

The Energy Law has changed formal and legal bases of the functioning of the power sector if compared with the previous legal state regulated by the Act of April 6th, 1984, on the Energy Economy. It imposed new duties upon power enterprises (entrepreneurs), bearing in mind the protection of interests of the recipients against an unjustified price increase and growing requirements in the field of the environmental protection. New, serious rights have also been granted to territorial self-government bodies.

It is difficult to evaluate the functioning of the Act and executory rights in such a short period of time (two years) starting with their effective day in a reliable way.

Initial analyses concerning the functioning of the power sector in new legal conditions indicate a necessity to introduce changes not only in the Power Law itself, but also in executory acts issued on its basis. It is planned to introduce the changes in a number of acts creating the desired behaviour of subjects participating in national power markets.

Pursuant to requirements of the European Union, and in order to fully adjust provisions of the Energy Law to the Union law, there shall be changed its provisions referring to provisions contained in respective directives of the European Union. Amended regulations should be valid not earlier than on the date Poland enters the European Union.

