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Within a short period of time of the Regulatory Office for Network
Industries existence, Slovakia and its energy sector have expe-
rienced significant changes. While the energy markets in tradi-
tional countries have been developing for decades, Slovakia has
succeeded to enter the European Union and its energy legislation
within six years. The transition from state monopoly of the network
industries towards fully liberalized market was accompanied by
enormous turbulences in all areas under the Office's competences.
The transformation process evoked continuously changing situation
on the battlefield, and I am glad to state that the Office has played
crucial role in the battle for the current design of the market
environment, and the energy sector has been imprinted by the
Office's impacts and influence. 

However, it is not important to work hard but to work efficiently.
As from this view, the Office has been disposed by a good
methodology implied in the Regulatory Policy for the period of
2009–2011, elaborated by the Board for Regulation. 

In 2010, the objective of the Regulatory Office for Network In-
dustries was to maintain the prices stable, to provide assistance
in establishing a competitive environment in the electricity and
gas markets, to improve quality of energy and related services
supply, and to contribute to security of energy supply. 

The Slovak electricity and gas markets do not function autono-
mously, but within the context of much wider regional energy market
with a lot of stakeholders trading big volumes of electricity and
gas. The market situation is thus characterized by high dynamics,
lower predictability compared to the previous periods, and more
intensive effort in the field of more consistent liberalization. One
of the results is represented by a mutual interconnection of the
Slovak and Czech Republics markets.

Via the markets interconnection, both countries have significantly
strengthened the liberalization efforts and electricity market
development within the whole Europe. The physical efficiency
of cross-border capacities has been improved, the possibility
of their abuse by speculative purchase of the profile capacities
in case of explicit auctions has been reduced, the liquidity of daily

markets has increased, the position of the both countries in the
process of the gradual electricity market integration has been
enhanced. The daily Czech-Slovak electricity market is planned
to be extended by the Hungarian market, later it is assumed to
interconnect the Central European market with the West Eu-
ropean market, being in line with the European Commission goals
to develop single European electricity market. 

The aforementioned development has been reflected in the area
of electricity market for households and small businesses, with
their more intensive awareness of market competition existence.
The alternative suppliers, in their efforts to attract new clients,
refrained from higher trade margins, and thus accelerated positive
electricity supplier switching tendency. In 2009, 9 000 custo-
mers switched their suppliers, in 2010 the number of custo-
mers reached 17.000, and the trend of growing number of the
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customers switching their suppliers shall continue further on. Even
the incumbent suppliers have experienced a decline of a signi-
ficant number of customers, showing certain standard on libera-
lized markets. This also clearly reflects the electricity market
well-functioning.  

The Office, in its endeavor to revive the market, revised its regu-
latory procedures. Compared to the previous periods, there
was accomplished a crucial substitution of the regulatory metho-
dology with the aim to stimulate the regulated entities. In 2009,
the revenue cap method ceased to be applied, and the price cap
method has been implemented. 

To sum up, the year of 2010, as the second year of the regulatory
period, introduced:
- consolidation of the prices for end-users based on cost objec-

tification and determination of reasonable profit,
- real market opening,
- improvement of the regulated entities‘  discipline due to thor-

ough surveillance,
- disclosure of cost rentability reserves and utilization of re-

ducible sources within the regulated entities.

As from the view of energy market functioning, the current period
could be described as a combination of the global financial and
economic crisis impacts and a gradual liberalization. In this chal-
lenging phase, the Office has stood proof. It managed to face
various objective and subjective influences and to justify its
methods. Therefore, the regulatory results in 2010 can be as-
sessed as a manifestation of the regulatory framework stability
in the real open market.  

Ing. Jozef Holjenčík
Chairman of the Regulatory Board 

Acting as Chairman of the Regulatory Office 
for Network Industries 
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According to Article 10 of the Act No. 276/2001 Coll. on Regu-
lation in Network Industries and amendment and supplement
of some acts the Regulatory Office for Network Industries
(hereinafter only ”the Office“) is obliged to submit  the Annual
Report to the National Council of the Slovak Republic on an
annual basis. This report, approved by the Board for Regulation,
reflects the activities performed by the Office during 2010. It
also presents the data and information relating to the year
2011 because they stem from the activities of the Office per-
formed in the previous period. 

The activities of the Office were guided by the fundamental
strategic document of the Board for Regulation ”The Regulatory
Policy for a Regulatory Period from 2009 to 2011“. Its aim was
to maintain stability of prices, to assist in creating a competitive
environment in the electricity and gas markets, to improve the
quality of energy supplies and related services, bearing in mind
the permanent protection of consumers. 

The activities undertaken by the Office are fairly extensive, 
however, the public identifies them primarily with price regulation.
The efforts of monopoly energy suppliers were concentrated
right here with an intention to maximize their profits at the ex-
pense of consumers. Even though the Office was in an incom-
parably unfavourable situation, compared to global monopoly
enterprises, thanks to its own analyses and procedures it was
able to face the pressure imposed by lobbying business circles
and disoriented media. The Office thus successfully defended
its position of an independent and autonomous state authority.  

Decisions made by the Ofiice represent only the most visible
peak of the activities carried out in the year 2010, characte-
rised by the fading worldwide financial and economic crises.
At the forefront stood the task of stimulating the energy mar-
kets and  last year obviously meant the breakthrough for the
electricity and gas sectors. Through its secondary legislation
the Office started up the market that in 2010 demonstrated
the signs of a standard competitive environment. In the close
future it will be possible to think about the phasing out of regu-
lation in the field of electricity and gas supplies to households
and small businesses. 

The market has also been revived thanks to regulatory proce-
dures. An emphasis was given to incentive methods that have
been used in most EU member states. The fundamental change

compared to the past was the change in method of regulation.
Already in 2009 the Office ceased to use the revenue cap regu-
lation and commenced to apply the price cap regulation method. 

The price cap method was the dominant method of the year
2010. Since it proved to be good, bringing positive results, it
will remain to be used in the following regulatory period, as well.
This method helps to stimulate regulated businesses, allowing
them to generate sufficient funding, to create the space for
competition and to increase the level of consumer protection.
A significant factor supporting the use of this method is the sta-
bility of prices that are not influenced by short-term economic
fluctuations. Although the prices in neighbouring countries had
increased, Slovakia managed to avoid any short-term sharp
fluctutations and prices remained stable even during the critical
years 2009 as well as 2010. Moreover, regulated charges that
are directly influenced by the Office, went even down. 

The Office played a crucial role in this situation and despite the
catastrophic scenarios on blackouts or bancrupcies, nothing
like that has ever happened, what proves that regulated com-
panies have sufficient financial sources for their performance,
including their further development. 

Owing to the recent experience it may be stated that prices in
the electricity, gas, heat and water sectors have been stabilized,
price setting has become transparent and regulated entities
had and will have the return on investment, plus an adequate
profit, ensured, while they are forced to perform more economi-
cally and efficienctly. 

The 2010 events nevertheless brought the rise of household
electricity prices which was caused by the increase in costs
falling to the tariff for system operation, also including the costs
for electricity generated from renewable sources. This tariff is
included into the price for transmission and distribution of elec-
tricity and is paid by every final electricity consumer. 

Throughout the year the Office indicated that the substantial
increase in the number and capacity of photovotaic generating
plants would bring, by means of the tariff for system operation,
the negative effect on the final electricity price.  However, grant-
ing permits for the construction of power generating plants is
not in the competence of the Office, therefore the Office played
merely the role of an enforcer of legal regulations. 

Introduction
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In 2010 the Office intensified controlling of regulated entities
and imposing sanctions for violation of law. It started to thoroughly
apply new regulatory tools, such as quality standards, sepa-
rated records and the rules for allocation of assets and liabilities,
costs and revenues and the rules for depreciation. The results
of the year 2010 represent a broad basis of data that are neces-
sary for the evaluation of impacts of regulation, profitability of
business and they will become the starting point for proce-
dures applied by the Office in the further period.

Activities and results of the Office were also reflected interna-
tionally in the form of better reputation. The Office is an active
member of several international organisations within the EU
and its chairman is the vicepresident of ERRA – the Energy
Regional Regulators Association that unifies European and
Euro-Asian countries. 

When looking back at the year 2010 it is possible to say that
the objectives outlined in the regulatory policy were success-
fully achieved. Even though the energy market already features
competition, it will be necessary to maintain a certain extent of
state interference in the monopoly structure of network indus-
tries in the future as well. There is a high assumption that if the
independence of the Office and integrity of its bodies are main-
tained, regulation in network industries will successfully pro-
ceed further in favour of Slovak citizens. 
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Regulatory Board (from the left above): 
Ing. Milan Krajčovič (member), Ing. Vladimír Čepko (member),
JUDr. Ing. Ján Hijj, PhD. (member), Ing. Ivan Chaban (member), 
Ing. Jozef Holjenčík (Chairman), Ing. Radoslav Naništa (Vice-chairman)



Act No. 276/2001 Coll. on Regulation in Network Industries
and on amendment and supplement of some acts in wording
of the Act No. 397/2002 Coll., Act No. 442/2002 Coll., Act
No. 658/2004 Coll., Act No. 107/2007 Coll., Act No.
112/2008 Coll., Act No. 283/2008 Coll., Act No. 73/2009
Coll. and Act No. 309/2009 Coll., Act No. 142/2010 Coll.
and Act No. 558/2010 Coll. (hereinafter only ”Act No.
276/2011 Coll.“).

Act No. 656/2004 Coll. on the Energy Industry and on
amendments of some acts in wording of the Act No. 555/2005 Coll.,
Act No. 238/2006 Coll., Act No. 107/2007 Coll., Act No.
68/2008 Coll., Act No. 112/2008 Coll., Act No. 283/2008
Coll., Act No. 476/2008 Coll., Act No. 73/2009 Coll., Act
No. 309/2009 Coll., Act No. 293/2009, Act No. 142/2010
Coll. and Act No. 136/2010 Coll. (hereinafter only ”Act No.
656/2004 Coll.“).

Act No. 657/2004 Coll. on the Thermal Energy Sector in
wording of the Act No. 99/2007 Coll., the Act No.309/2009
Coll. and Act No. 136/2010 Coll. (hereinafter only ”Act No.
657/2004“).

Act No. 442/2002 Coll. on Public Water Supply Systems
and Public Sewage Systems and on amendment and supple-
ment of the Act No. 276/2001 Coll. on Regulation in Network
Industries in wording of Act No. 525/2003 Coll., Act No.
364/2004 Coll., Act No. 587/2004 Coll., Act No. 230/2005 Coll.,
Act No. 515/2008 Coll. and Act No. 394/2009 Coll. (herein-
after only ”Act No. 442/2002“).

Act No. 364/2004 Coll. on Water Sources and on amend-
ment of the Act of the National Council of the Slovak Republic
No. 372/1990 Coll. on Offences in wording of latter provisions
(the Water Act) (hereinafter only ”Act No. 364/2010 Coll.“).

Act No. 309/2009 Coll. on Promotion of Renewable Energy
Sources and Highly Efficient Combined Heat and Power Pro-
duction and on amendment and supplement of Act No.
492/2010 Coll. and in wording of Act No. 558/2010 Coll.
(hereinafter only ”Act No. 309/2009 Coll.“).

Ordinance of the Government of the Slovak Republic
No. 755/2004 Coll. setting out the amount of non-regulated
payments, the amount of fees and details concerning the charging
of water sources (hereinafter only ”Ordinance No. 755/2004“).

Ordinance of the Government of the Slovak Republic
No. 409/2007 Coll. laying down the rules for the functioning
of the gas market in wording of Ordinance of the Government
No. 212/2010 Coll. (hereinafter only ”Governance of the Govern-
ment No. 409/2007 Coll.“).

Ordinance of the Government of the Slovak Republic
No. 317/2007 Coll. laying down the rules for the functioning
of the electricity market in wording of Ordinance of the Govern-
ment No. 211/2010 Coll. (hereinafter only ”Governance of the
Government No. 317/2007 Coll.“).

Decree of the Regulatory Office for Network Indus-
tries No. 212/2005 Coll., introducing the sample applica-
tion for issuance of the license (hereinafter only ”Decree No.
212/2005 Coll.“).

Decree of the Regulatory Office for Network Industries
No. 328/2005 Coll., setting out the method of verification
of efficiency of thermal equipment operation, energy efficiency
indicators related to the facilities used for production and dis-
tribution of heat, normative indicators of heat consumption, the
scope of economically justified costs for verification of effi-
ciency of thermal equipment operation and the method of cove-
ring the related costs in wording of the Decree of the Regulatory
Office of Network Industries No. 59/2008 Coll. (hereinafter
only ”Decree No. 328/2005 Coll.“).

Decree of the Regulatory Office for Network Industries
No. 630/2005 Coll., setting temperature of hot domestic water
at the point of supply, the rules of calculating the amount of heat
supplied for preparation of hot domestic water and calculating
the amount of supplied heat in wording of the Decree of the
Regulatory Office for Network Industries No. 358/2009 Coll.
(hereinafter only ”Decree No. 630/2005 Coll.“).

I. Slovak Legislation 
Governing Regulation in Network Industries in 2010
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Decree of the Regulatory Office for Network Industries
No. 208/2008 Coll., specifying the details of the application
form and the list of documents for granting the exemption from
an obligation to provide the third party access to the network
and a storage tank for a new significant gas installation or re-
constructed gas installation (hereinafter only ”Decree No.
208/2008 Coll.“).

Decree of the Regulatory Office for Network Industries
No. 315/2008 Coll., specifying the quality standards of electri-
city supply and services provided (hereinafter only ”Decree No.
315/2008 Coll.“).

Decree of the Regulatory Office for Network Industries
No. 316/2008 Coll., specifying the quality standards of heat
supply and provision of services related to heat supply (herein-
after only ”Decree No. 316/2008 Coll.“).

Decree of the Regulatory Office for Network Industries
No. 317/2008 Coll., specifying the quality standards of
potable water supply through the public water supply system
and discharge and treatment of waste water through the public
sewage system and related services (hereinafter only ”Decree
No. 317/2008 Coll.”).

Decree of the Regulatory Office for Network Industries
No. 328/2008 Coll., specifying quality standards of gas supply
and services provided in the gas industry (hereinafter only ”De-
cree No. 328/2008 Coll.”).

Decree of the Regulatory Office for Network Industries
No. 349/2008 Coll., on rules governing the sales of electri-
city by means of the auction (hereinafter only ”Decree No.
349/2008 Coll.”).

Decree of the Regulatory Office for Network Industries
No. 415/2008 Coll., on the method of keeping the separate
records of the facts subject to accounting, on the method of
keeping the separate records of costs, revenues, assets and lia-
bilities and submitting the outputs from such separate record
keeping (hereinafter only ”Decree No.  415/2008 Coll.”).

Decree of the Regulatory Office for Network Industries
No. 366/2009 Coll., specifying the details on proving tech-
nical assumptions for doing business in the energy industry
(hereinafter only ”Decree No. 366/2009 Coll.“).

Decree of the Regulatory Office for Network Industries
No. 490/2009 Coll., specifying the details on promotion of
renewable energy resources, highly efficient combined heat
and power production and biomethane (hereinafter only ”De-
cree No. 490/2009 Coll.“).

Decree of the Regulatory Office for Network Industries
No. 283/2010 Coll., setting out the scope of economically justi-
fied costs incurred by the a disconnection of the consumer from
the heat supply system operated by the supplier and the method
of their calculation (hereinafter only ”Decree No. 283/2010 Coll.“).

Decree of the Regulatory Office for Network Industries
dated July 28, 2008 No. 2/2008, establishing price regu-
lation in the electricity sector (Notification No. 311/2008
Coll.) in wording of Decree dated October 1, 2008 No.
7/2008 (Notification No. 377/2008 Coll.), Decree dated
June 10, 2009 No. 2/2009 (Notification No. 239/2009
Coll.), Decree dated September 9, 2009 No. 7/2009 (Noti-
fication No. 362/2009 Coll.) and Decree dated June 23,
2010 No. 2/2010 (Notification No. 302/2010 Coll.) (here-
inafter only ”Decree No. 2/2008“).

Decree of the Regulatory Office for Network Industries
dated July 23, 2008 No. 3/2008, establishing regulation of
prices for production, distribution and supply of potable water
through the public water supply system and for discharge and
treatment of waste water through the public sewage system
(Notification No. 295/2008 Coll.) in wording of Decree dated
June 10, 2009 No. 3/2009 (Notification No. 240/2009
Coll.) (hereinafter only ”Decree No. 3/2008“).

Decree of the Regulatory Office for Network Industries
dated July 23, 2008 No. 4/2008, establishing regulation of
prices in the gas industry and supplementing the Decree of
the Regulatory Office for Network Industries dated July 31, 2007
No. 4/2007 specifying the scope and structure of eligible
costs, the method of setting the amount of adequate profit and
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background documents for the price proposal in the gas industry
(Notification No. 291/2008 Coll.) in wording of Decree dated
October 1, 2008 No. 7/2008 (Notification No. 377/2008
Coll.), Decree dated June 10, 2009 No. 4/2009 (Notification
No. 241/2009 Coll.) and Decree dated June 23, 2010 No.
4/2010 (Notification No. 303/2010 Coll.) (hereinafter only
”Decree No. 4/2008“).

Decree of the Regulatory Office for Network Industries
dated  July 23, 2008 No. 5/2008, establishing regulation
of prices for provision of water services related to utilisation of
a river flow (Notification No. 294/2008 Coll.) in wording of
Decree dated June 10, 2009 No. 5/2009 (Notification No.
242/2009 Coll.) (hereinafter only ”Decree No. 5/2008“).

Decree of the Regulatory Office for Network Industries
dated July 23, 2008 No. 6/2008, establishing regulation of
heat prices (Notification No. 296/2008 Coll.) in wording of
Decree dated October 1, 2008 No. 7/2008 (Notification No.
377/2008 Coll.), Decree dated June 10, 2009 No. 6/2009
(Notification No. 243/2009 Coll.) and Decree dated June 23,
2010 No. 6/2010 (Notification No. 304/2010 Coll.) (here-
inafter only ”Decree No. 6/2008“).

Decree of the Regulatory Office for Network Industries
dated June 10, 2009 No. 1/2009 on the scope of price reg-
ulation in network industries and the method of its implemen-
tation (Notification No. 238/2009 Coll.) in wording of Decree
dated May 20, 2010 No. 1/2010 (Notification No.
242/2010 Coll.) (hereinafter only ”Decree No. 1/2009“).

Regulation of the European Parliament and Council
(EC) No. 1228/2003 dated June 26, 2003 concerning the
conditions on the access to the network for cross-border elec-
tricity exchange (extraordinary issue of EU Official Journal,
chapter 12/volume 2) on valid wording (hereinafter only ”Eu-
ropean regulation No. 1228/2003“).

Regulation of the European Parliament and Council
(EC) No. 1775/2005 dated September 28, 2005 concerning
the conditions on the access to natural gas transmission system
(EU Official Journal 289, November 3, 2005) (hereinafter
only ”European Regulation No. 1775/2005“).

Directive of the European Parliament and Council
No. 2003/54/EC dated June 26, 2003 concerning the
common rules for the internal electricity market and repealing
Directive 96/92/EC dated June 26, 2003 (EU Official Jour-
nal 176, June 15, 2003) (hereinafter only “Directive No.
2003/54/EC), Directive of the European Parliament and
Council 2003/55/EC on the common rules for the internal
market in natural gas (EU Official Journal 176, June 15,
2003) repealing Directive No. 98/30/EC dated June 26,
2003 (hereinafter only ”Directive No. 2003/55/EC“).

Directive of the European Parliament and Council
2005/89/EC dated January 18, 2006 on measures for safe-
guard of security of electricity supply and investments into in-
frastructure (EU Official Journal 33 February 4, 2006)
(hereinafter only ”Directive No. 2005/89/EC“).
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II.I. The Electricity Sector

The factor which significantly influenced the electricity sector
in the year 2010 was the world financial and economic crises.
Although electricity consumption went up annually by 5.2% to
28 761 GWh and electricity generation by 6.32% to 27 720
GWh, these values of consumption and generation of electricity
did not achieve the level two years before. 

The positive side of the crises are the effects that from the point
of view of the situation in Slovakia include mainly the following: 
- the ongoing decline in the overestimated energy prices at

the commodity power exchanges and electricity auctions,
- the more significant development of the electricity market,

especially the intensive entry of alternative electricity suppliers
offering attractive prices for electricity supply, not burdened
by operating costs of the company, not only to large and
medium-scale consumers, but also to small businesses and
household electricity consumers. 

The basic principle of price regulation, either approved or de-
termined by the Office in 2010, remained unchanged. The
evaluated year 2010 was the second year of the present 3-year
regulatory period applying the price cap method. 

The existence of an adequate extent of regulation still proved
to be inevitable. The structure and scope of tariff rates for access
to the distribution system and electricity distribution at a low

voltage level underwent changes that allow electricity consumers
to optimize the costs for services related to electricity supply
depending on the character and electricity demand. 

The price decisions approved by the Office meant for household
electricity consumers that average prices for combined electri-
city supply in 2010, compared to 2009, were lower by 2.68%.
From individual components of the price only the tariff for system
operation increased by 131.5%, thus achieving 6.3 €/MWh
(resulting from legislative support of electricity generated from
renewable energy sources and highly efficient combined heat
and power production and from governmental support of domes-

II. Implementation of the Regulatory Policy
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tic coal production for the purpose of electricity generation)
and the tariff for balancing services by 2.56 %. For the first
time the tariff for system operation also covered the costs for
organisation of a short-term electricity market. On the other
hand, grid charges declined by 0.43% and the price of active
power declined by 10.7 %.

The prospects for the year 2011 aree favourable enough not
to significantly increase the electricity price. An increase in
electricity prices, regulated by the Office, by 5.7% on average
was caused by a significant support of electricity generated
from renewable energy sources in accordance with the Act No.
309/2009 Coll. The development of final electricity prices in
2011 was affected by the circumstances beyond the scope of
regulation, including a VAT rise from 19 to 20% and mainly the
introduction of a charge for the levies into the National Nuclear
Fund for Decommissioning and Disposal of Burnt up Nuclear
Fuel and Radioactive Waste at the amount of 3 €/MWh accor-
ding to the Ordinance of the Slovak Government No. 426/2010 Coll.,
laying down the details on the amount of levies from electricity
supplied to end users and the way of its collection for the National
Nuclear Fund for Decommissioning and Disposal with Burnt
up Nuclear Fuel and Radioactive Waste.

The efforts for establishing a real competitive environment in
the area of electricity trading got “green” after allowing the
entry of the other so called alternative electricity suppliers into
the Slovak market which became competitors for traditional
dominant electricity suppliers in the local market, supplying
electricity to not only off-household electricity consumers, but
also to household consumers. In 2010 there were altogether
366 electricity suppliers (an increase by 18 new entities in
2010), of which 32 entities supplied electricity also to house-
hold electricity consumers.

The liberalisation is proceeding and the electricity market is
under development what is manifested by the annual increase
in the number of electricity consumers that have changed their
electricity supplier. The development is presented by the fol-
lowing data:

The daily electricity markets in the Czech Republic and the Slovak
Republic have been interconnected since 2009, trading on an
implicit auction basis. Through the interconnection the both
countries have significantly strengthened their liberalisation ef-
forts and the development of the electricity market within the
entire Europe. This fact has significantly contributed to the sta-
bility and reliability of electricity supplies and is fully in line with
the objectives of the European Commission aimed at developing
the single electricity market. 

The development in the short-term electricity market is pre-
sented by the following data:

The year 2010 was the first year in which electricity generated
from renewable energy sources (RES) and combined heat and
power (CHP) began to be fully promoted under the Act No.
309/2009 Coll. This fundamental legislative tool dealing with
RES and CHP ensures the support for the generation of
”green electricity“, especially by:
- the preferential connection of the facility to the distribution

system and electricity transportation, 
- the right for electricity offtake,
- supplementary charge,
- taking over the responsibility for deviation,
- providing guarantee for new electricity generators that the

electricity price will not be lower than 90 % of the price de-
termined by the Office in the previous period not exceeding
3 years (it does not relate to electricity generated from solar
power and wind power)

The Office, mainly with respect to the amendments in relevant
legislation, contributed through its proposals to stability and
development of the market environment. As regards primary
legislation Acts No. 142/2010 Coll. and 558/2010 Coll. 

Indicator/year 2007 2008 2009 2010
Number of household consumers  1 29 7697 17171
that switched their supplier
Number of off-household consumers 524 1462 2999 4644
that switched their supplier

Indictor/year 9.–12. 2009 2010
Number of participants on the daily electricity market 22 33
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introduced several new concepts that are essential for the de-
velopment of the electricity market, especially in the area of an
organised short-term electricity market. In addition, details
were adjusted concerning the rights and obligations of market
players as well as the categorisation and the method of support
of renewable energy sources (mainly photovoltaic power as an
unpredictable source of power). Modifications were also made
to the obligations of system operators, generators and suppli-
ers of electricity, but also to the appointment of the operator of
the short-term electricity market, its rights and obligations.

As regards price regulation in the electricity market, the appli-
cable tools of the Office implementing the regulatory policy are
generally binding regulations, issued based on the empowering
provisions of the Act No. 276/2001 Coll.

Through the Decree No. 1/2009 the Office imposed for the year
2010 price regulation in the area of electricity generated from
renewable energy sources, electricity generated in combined
heat and power production and from local coal, on connection
to the grid, access to the transmission system and electricity trans-
mission, assess to the distribution system and electricity distribution,
electricity supply to households and small businesses and provi-
sion of balancing and anciliary services in the electricity sector. 

The fundamental implementation tool of price regulation in the
electricity sector in 2010 was the Decree No. 2/2008 estab-
lishing price regulation in the electricity sector that was amended
by the Decree No. 2/2009 and No. 7/2009. The decree in-
troduced the following amendments:
- determined as a maximum the scope of 8 rates for electricity

supply and 8 rates for access to the distribution system and
electricity distribution for household electricity consumers
and as a maximum the range of 11 rates for users of the dis-
tribution system with the exception of household electricity
consumers, 

- introduced the highest level of adequate profit earned from
electricity supply to households and small businesses,

- defined the method of calculation of maximum price for electri-
city supply to small businesses, the procedure and conditions
of the price setting,

- defined as a maximum the range of 11 rates for electricity
supply to small businesses,

- specified the components of price proposal (document proving
the approval of a proposal by the General Assembly, a method
of measuring electricity generated, etc.)

- specified the procedures applied when negotiating reserve
capacity,

- if a regulated company does not have the price approved as
of January 1, year ”t“, the price approved for the year ”t-1“ by the
Office is used until the date of receipt of the price proposal,

- adjusted the categories of technologies and price of electricity
generated from renewable energy source and in combined
heat and power production,

- determined the procedure of the price setting for organising
the short-term electricity market,

- limited the share of revenues earned from charges for re-
serve capacity and total revenues for access to the distribution
system and electricity distribution, apart from revenues from
electricity distribution losses up to 0.66 as maximum, 

- specified in more detail the method of calculation, procedure
and conditions of applying the tariff for system operation.

As regards price regulation for the year 2010 the Office issued:
- 328 price decisions for Slovenská elektrizačná prenosová

sústava a.s. (the Slovak Power Transmission Company),
Slovenské elektrárne, a.s. (Slovak Electric), Západoslovenská
energetika, a.s. (Western Slovak Distribution Utility), ZSE- 
-Distribúcia, a.s. (ZSE Distribution), Stredoslovenská ener-
getika, a.s. (Central Slovakian Distribution Utility), SSE Distri-
búcia, a.s. (SSE Distribution), Východoslovenská energetika, a.s.
(Eastern Slovak Distribution Utility), Východoslovenská distri-
bučná, a.s. (Eastern Slovak Distribution) and other regulated
companies in the electricity sector  for access to the transmission
system and electricity transmission, access to the distribution
system and electricity distribution, grid connection, electricity
supply to households and small businesses and electricity
supply by the last resort supplier,

- 51 decisions on electricity price setting for supplementary
charge for the generator of electricity using heat and power
production technologies,

- 608 decisions on price setting the supplementary charge
for the generator of electricity using renewable energy sources.

An important role of the Office is to monitor the behaviour of indi-
vidual players in the electricity market and to create the conditions
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for the development of a competitive environment. The Office
takes reasonable approach to this task and the outcome of its
analyses and practical experience formed the amendment of
the other generally binding legal regulation – the Ordinance of
the Government No. 317/2007 Coll. resulting in the Ordi-
nance No. 211/2010 Coll. This paper specified and supple-
mented the selected provisions of the market rules that define
rights and obligations of the electricity market players in the
conditions of a liberalized electricity market in Slovakia, espe-
cially in relation to  the establishment of an organised short term
market with electricity, the procedures for publishing and ex-
change of data, settlement of deviation and entry to the regime
of the last resort supplier. In addition this ordinance specified
the procedure dealing with the switching of the electricity supplier.

The other tools of technical regulation that support transparent
and non-discriminatory procedures and conditions in the elec-
tricity market are Operating Orders issued by the Office for the
Tranmission System Operator and operators of regional and
local distribution systems. The Act No. 276/2001 Coll. requires
from Operational Orders to include the Ordinance of the Govern-
ment No. 317/2007 Coll., therefore the Office issued 26 deci-
sions on the approval of Operational Orders following the amend-
ment of the Ordinance of the Government No. 317/2007 Coll.
The approved Operational Order is a binding document for the
participants in the electricity market. 

The Office also issued the decision for Slovenské elektrárne,
a.s. on the approval of rules for electicity sales by means of the
auction. By publishing the rules the transparent procedure go-
verning electricity sales was introduced in the form of auctions. 

Publishing and permanent updating of the information on the
web site of the Office make the orientation of consumers as well
as regulated companies in the liberalised electricity market
much easier. For example, this enables to see how to proceed
when switching the electricity supplier, the information on the
approved maximum prices of suppliers for household electricity
consumers, as well as the used prints of various application forms,
tables and charts that regulated companies are obliged to fill
in and send to the Office, as stipulated by legal regulations.

II.2 The Gas Sector

Price regulation in the gas industry in 2010 governed a connection
to the transmission and distribution systems, access to the trans-
mission system and gas transmission, access to the distribution
system and gas distribution, access to a storage tank and gas
storage, provision of ancillary services in the gas sector, house-
hold gas supply and gas supply for the purpose of heat produc-
tion for households. An amendment of the Act on Regulation
No. 142/2010 Coll. dated March 3. 2010, extended the scope
of price regulation in the gas sector including the setting of price
for gas supply by the last resort supplier, coming into force in
2011. Production and accumulation of gas are not subject to
price regulation. These activities apply the negotiated access
method specified under the gas market rules.

The Decree No. 1/2009 was used for setting the prices in 2010.
An implementation tool for price regulation in 2010 was the
Decree No. 4/2008 in the wording valid for the year 2010.
Price regulation in 2010 was undertaken by means of:
a) defining the method of calculation of the fixed price for 

a connection to the transmission system and a connection
of new gas producers to the transmission system,

b) defining the method of calculation of the maximum price and
the fixed price for the connection to the distribution system and
connection of new gas producers to the distribution system,

c) direct setting of a comparable price for access to the trans-
mission system and gas transmission,

d) direct setting of a comparable price for access to a gas stora-
ge tank and gas storage,

e) defining the method of calculation of the maximum price and
tariff for access to the distribution system and gas distribution,

f) defining the method of calculation of the maximum price for
gas supply to households,

g) defining the method of calculation of the maximum price for
supply of gas for the purpose of heat production for house-
holds,

h) direct setting of the fixed price for provision of ancillary services.

63

Annual Report 2010



Prices for the third year of the regulatory period were deter-
mined under the Decree No. 1/2009 and the Decree No.
4/2008 in accordance with the approved method of price regu-
lation, i.e. price cap method determined according to the condi-
tions and situation of a regulatory environment. This method
was used to determine the price level for the entire regulatory
period, to approve or set the prices for access  to the distribu-
tion system and gas distribution, gas supply to households and
gas supply for the purpose of heat production for households. 

The prices for access to a storage tank and gas storage in
2011, similarly to the price for access to the transmission system
and gas transmission, were based on the benchmarking method,
i.e. a comparison of prices for gas storage in the Slovak Republic
with prices for gas storage in other EU member states. Price
regulation governing access to the distribution system and gas
distribution for the operators of local distribution systems,
whose number of points of supply does not exceed 100 000, was
conducted according to the cost regulation method. The final price
therefore reflects eligible costs of a regulated entity spent for
the operation of the system, an adequate profit approved by
the Office and correction of revenues depending on the develop-
ment of eligible costs of a regulated entity in the previous period.

Apart from price regulation the Office, in accordance with the
Act No. 276/2001 Coll., develops the rules for the functioning
of the gas market, governing the rights and obligations of par-
ticipants in the gas market and setting out the conditions for
the functioning of a liberalised gas market in Slovakia. In the
first half of the year 2010 the Office drafted and submitted 
a draft amendment of the Ordinance of the Government No.
409/2007 Coll., which was approved by the government
through the Ordinance No. 212/2010 Coll. with the date of
effect on June 1, 2010. The amendment brought some modi-
fications relating to the scope of business conditions on access,
connection and operation of the network. The other binding
documents for participants in the gas market promoting trans-
parency and effectiveness of the gas market are Operational
Orders into which the system operators incorporated the rules
for the gas market adapted to their internal operational condi-
tions. In 2010 the Office, based on the applications of the op-
erators of systems and a storage tank, reviewed and approved
30 Operational Orders.

In 2010 a liberalisation process was strengthened in the Slovak
gas market, which brought a more intensive competition in the
area of gas supplies to industrial consumers and resulted in
the increased number of switching of the gas supplier in all groups
of gas consumers, except for households. Along with the tradi-
tional supplier Slovenský plynárenský priemysel, a.s., (Slovak
Gas Company – SPP, a.s.), there were five other gas traders
in the Slovak gas market, of which the most significant role is
played by the company RWE Gas Slovensko, s.r.o.

II.3 The Thermal Energy Sector

The year 2010 was the second year of the regulatory period
and heat regulation was carried out in the scope and method
outlined in the regulatory policy for a period from 2009 to 2011.
The efforts to stabilise a regulatory framework in the thermal
energy sector reflected in relevant legislative regulations. The
Decree No. 1/2009 determined from January 1, 2010 heat price
regulation in the scope of production, distribution and supply
of heat and the method of performance of price regulation in
the form of setting the calculation of the maximum heat price.
The Decree dated June 10, 2009 No. 6/2009 and June 23,
2010 that amended Decree dated July 23, 2008 No. 6/2008
in wording of Decree dated October 1, 2008 No. 7/2008 did
not bring substantial changes in the method of heat price regula-
tion. The limited scope and structure of eligible costs and adequate
profit, as well as an incentive factor for making investments into
highly efficient technologies for production of heat and electri-
city and into more extensive utilisation of renewable energy sources
were maintained. Furthermore, it was possible to make investments
to improve energy efficiency of thermal facilities and to reduce
losses in production and distribution of heat, thereby establishing
the conditions for ensuring reliable, economically effective and
high quality supply. 
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II.4 The Water Service Sector

a) Production, distribution and supply of potable water through

the public water supply system and discharge and treatment

of waste water through the public sewage system

In accordance with the regulatory policy approved for the years
2009–2011 the main priority of  the year 2010 in the area of
price regulation of production, distribution and supply of potable
water through the public water supply system and discharge
and treatment of waste water through the public sewage system
was the application of procedures and methods aimed at the
price stabilisation. 

The intention of the regulatory policy in this area was mainly to
prevent from any unjustified annual increase in eligible costs
by setting the limits on their size, but also to thoroughly assess
the justification of such costs with regard to security of uninter-
rupted and high quality supply of potable water and discharge
and treatment of waste water. 

For this reason the Office continued to apply the procedures,
methods and conditions of the price seeting as determined by
the Decree No. 3/2008, in the scope of production, distribution
and supply of potable water through the public water supply
system and discharge and treatment of waste water through
the public sewage system in line with the Decree No. 1/2009
in relation to Article 12 (1) (n) and (o) of Act No. 276/2001 Coll.

Price regulation was performed by direct setting of the maximum
price and defining the method of calculation of the maximum
price based on the price cap method. The purpose of this
method is mainly to ensure the objective setting of prices that
solely cover eligible costs essential for operability of the equipment
and public water supply systems and public sewage systems. 

b) Provision of Water Services

The regulatory policy governing the provision of water services
lays an emphasis on the stabilisation of prices, the restriction
of annual inadequate increase in eligible costs and determination
of an adequate profit for generation of financial sources to be used
for the reconstruction of the existing water facilities used for
performance of regulated activities. 

Price regulation governs the provision of services related to the
utilisation of hydro power potential of a river flow, the extraction
of surface water from a river flow and the extraction of water
from a river flow used for energy purposes. 

In compliance with the regulatory policy approved for the period
from 2009 to 2011 the Office applied the same method of regu-
lation in 2010, which meant defining of the method of calculation
of the fixed price for extraction of surface water from a river flow
(by means of tariffs) and the fixed price for extraction of water
from a river flow for the energy purpose using the cost regulation
method. The method, procedure and conditions of setting prices,
including the scope, the structure of eligible costs and the size
of the maximum allowable profit earned from individual regulated
activities remained unchanged also in 2010 – as determined
by the Decree No. 5/2008.
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III.I The Electricity Sector

Through its activities undertaken under the Act No. 276/2001 Coll.
the Office creates the environment being close to a competitive
environment in the area without natural competition. At the
same time it ensures the protection of consumers` interests
as well as the investors` justified interests. It is an obligation
of the Office to establish such environment in which it would
be worth for a businessman making investments, however, not
at the expense of consumers.

In the electricity sector price regulation was undertaken by:
a)Direct setting of a fixed price of electricity

- generated from renewable energy sources,
- generated in combined heat and power production, 
- generated from domestic coal.

b)Defining the method for calculation of the maximum price 
- for a connection to the system, 
- for a connection of new electricity generators to the system,
- for electricity supply to households and small businesses

(with annual electricity consumption up to 30 000 kWh), 
- for electricity supply by the last resort supplier.

c)Defining the method for calculation of a tariff for 
- access to the transmission system and electricity transmission,
- electricity transmission and distribution losses, 
- access to the distribution system and electricity distribution,

d)Direct setting of the max. price for provision of ancillary services.
e)Direct setting of a tariff for provision of balancing services in

the electricity sector. 
f) Defining the method of calculation, procedure and conditions

of applying the tariff for system operation (while taking into
consideration a respective part of costs for performance of
the activities carried out by the operator of the short-term
market with electricity).

III.I.I. Development of Regulated 
Components of the Final Electricity Price

a) Electricity transmission

A regulatory framework was established to provide the transmission
system operator with funding required for the investment deve-

lopment, taking into account all revenues earned from the provision
of transmission and balancing services as well as the settlement
of deviations ensuring the stability and safe operation of the
power system of the Slovak Republic.  

For the year 2010 the Office, exercising its competences, de-
termined or approved for the transmission system operator –
Slovenská elektrizačná prenosová sústava, a.s. (hereinafter
only SEPS, a.s.) the following:
- Tariffs for access to the transmission system and its management

for final electricity consumers directly connected to the trans-
mission system,

- Tariffs for losses during transmission of electricity through
the transmission system,

- Prices and tariffs for provision of ancillary services and regu-
latory power,

- Prices for provision of balancing services in the electricity
sector and for operation of the system,

- Tariff for operation of the system for the operator of a local
distribution system directly connected to the transmission
system and for the electricity generator directly connected
to the transmission system,

- Tariff for settlement, evaluation and clearing of deviations on
a 15 minute basis intended for the electricity trader with its own
responsibility for deviation, whose final consumption in the points
of supply belonging to his balance group in 2010 exceeds
1 500 000 MWh and for the electricity consumer with the
point of supply in 2010 on the restricted territory, 

- Annual fixed charge for settlement, evaluation and clearing
of deviations in 2010 intended for the electricity trader with
its own responsibility for deviation, whose final consumption
of points of supplies belonging to his balance group in 2010
is lower than 1.500.000 MWh and the electricity generator
with its own responsibility for deviation and the electricity
trader with its own responsibility for deviation which does not
supply electricity to the point of supply,

- Annual fixed charge for organising the short-term market
with electricity for the clearing entity that is a participant of
the organised short-term market with electricity,

- Tariff for operating the short-term market with electricity and
for electricity purchased in the short-term market with elec-
tricity.

III. Performance of Tasks under Article 5 of Act No. 276/2001 Coll.
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The following graph shows the volumes of electricity transported
by the transmission system within the restricted territory of the
Slovak Republic:

The following charts and graphs show that in the year 2010,
compared to the year 2009:

- Tariff for transmitted electricity went annually up by 33.82 %,
mainly due to the loss of revenues from the cross-border ope-
ration (the so-called ITC mechanism and auctions for trans-
mission capacities on the border profiles),

- Tariff for reserve capacity increased annually by 24.66 %
due to the decline in the amounts of electricity transported
by the transmission system and subsequent increase in tariff
for access to the transmission system and electricity trans-
mission,

- Tariff for balancing service went slightly up, from 9.3607
€/MWh to 9.6 €/MWh, which accounts for a 2.6% rise,

- Tariff for transmission losses decreased by 24.45 % due to
the decline of the commodity price and to the lower share of
permitted transmission losses to the amount of planned
transmitted electricity in 2010, compared to 2009.
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b) Electricity distribution

For the year 2010 the Office through its decisions determined
or approved for the operators of regional distribution systems,
to which more than 100 000 points of supplies are connected,
the following:
- Maximum prices for connection to the distribution system

up to 1 kV, 
- Tariffs for access to the distribution system and electricity

distribution for users of the distribution system, except for
household electricity consumers, 

- Tariffs for access to the distribution system and electricity
distribution for household electricity consumers, 

- Tariff for provision of balancing services to the operators of local
distribution systems, electricity generators and final electricity
consumers connected to a regional distribution system. 

Apart from the operators of regional distribution systems, which
are ZSE Distribúcia, a.s., SSE - Distribúcia a.s. and Výcho-
doslovenská distribučná, a.s., there are also the operators of
local distribution systems, to which fewer than 100 000 points
of supply are connected. These include the premises of both
manufacturing and non-manufacturing companies, in which 
a company acts as an operator of the distribution system and
in many cases as an electricity supplier, based on the business
license valid for the electricity sector. For these regulated entities
the Office determined/approved:
- Maximum prices for connection to the distribution system

up to 1 kV, 
- Tariff for access to the local distribution system and electricity

distribution, 
- Tariff for balancing services for final electricity consumers,
- Tariff for operation of the system for final consumers,
- Maximum prices for electricity supply to small businesses 

(if they submitted price proposal),
- Maximum prices for household electricity supply (if they sub-

mitted price proposal).

For the purpose of price regulation in the area of electricity dis-
tribution the Decree No. 2/2008 determined the values of initial
percentage of total distribution losses at a respective voltage
level and the value of loss effectivity. 

In the area of electricity distribution the factor of eligible cost
effectiveness was also applied in 2010.  Applied was also the
annual reduction of percentage of permissible distribution losses
at a respective voltage level and the introduction of the effectivity
factor  to motivate distribution utilities to optimization of all the costs.

At the low voltage level the Office introduced the categories of
distribution rates. Tariff for access to the distribution system
and electricity distribution is divided maximally into eleven rates
C1 to C11 for the users of the distribution system, except for
household electricity consumers. Tariff for access to the distri-
bution system and electricity distribution is divided maximally
into eight rates D1 to D8 for household electricity consumers. 

The volumes of electricity distributed by the operators of re-
gional distribution systems within the restricted territory of the
Slovak Republic are presented in the following data and graph:

The following charts and graphs show that in 2010, compared
to 2009:
- Tariff for access and electricity distribution, including elec-

tricity transmission, increased by 7.11%, which was caused
by an increase in costs for electricity transmission and de-
crease in the amount of distributed electricity,

- Tariff for distribution losses decline by almost 30%, mainly
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due to the decrease in the price for active power which was
generated in the electricity market in 2009, 

- Tariff for balancing services increased annually by 2.56%.

Despite the fact that over the past years the Office achieved
the decrease in a share of grid charges in the final electricity
price, it will continue to pay a higher attention to this issue. 
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c) Price of active power (commodity)

The activities that are subject to price regulation are defined
by the Act No. 276/2001 Coll. On the liberalised market electri-
city consumers may opt for their electricity supplier, thus influence
non-regulated part of the final price for electricity supply. The
size of the price for active power in the wholesale market depends
mainly on a price level of products traded in power exchanges,
especially in the liquidity European Energy Exchange AG (EEX).
At the turn of 2008 and 2009 the economic and financial crisis
caused a sharp decline in electricity consumption and subse-
quently a decline in the price of electricity in power exchanges.
The situation in power exchanges made impact on the decrease
in bidding prices for active power from electricity suppliers that
reflect their business and marketing strategies. A positive trend
in development of active power price in the market was also re-
flected in a regulated component of prices – in the price of electri-
city used for covering distribution losses.

d) Electricity supply for households and small businesses

For the year 2010 the Office, through its decision, determined
for a regulated entity Slovenské elektrárne, a.s. (based on the
general economic interest – the Ordinance of the Government
of the Slovak Republic No. 457/2008) fixed prices of elec-
tricity supply to electricity suppliers for the purpose of electricity
supply to households and small businesses. 

Alternative electricity suppliers took advantage of a decrease
in prices in the market with electricity in 2009 and partially
during 2010 and offered lower prices of active power which is
the result of their higher flexibility, when purchasing active power,
and lower administrative costs. A structure of rates and tariffs
for households is changed annually on the basis of the trading
and marketing policies of electricity suppliers, with a special
emphasis given to the optimisation of costs for electricity pur-
chase and at the same time effective utilisation of the assets. 

At the end of 2010 there were totally 32 electricity suppliers
offering electricity supply to household electricity consumers,
of which 8 (apart from  ZSE Energia, a.s., SSE, a.s. a VSE, a.s.)
with the substantial electricity supplies, the remaining amounts
of electricity are supplied to households located within the
areas of local distribution systems and manufacturing plants. 

In the course of 2010 there were totally 17 171 household
electricity consumers that changed their electricity suppliers.
The other 4 644 off-household electricity consumers also
switched their suppliers. 

For the purpose of better orientation of consumers the information
on a structure of electricity prices is not provided in the form
of so-called integrated price, but there are the separate prices
for distribution and the separate prices for supply. The purpose
of such measure was to improve the orientation of consumers
in competitive price bids of various suppliers, thus assisting the
process of switching a supplier and the opening of the market
with electricity. 

In the last year of the regulatory period price regulation imposed
on electricity supply by the last resort supplier is undertaken
in the form of direct setting of the maximum price for electricity
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supply by the last resort supplier. The Office issued for three
last resort suppliers operating in areas of the restricted territory
of the Slovak Republic, i.e. ZSE Energia, a.s., SSE, a.s. and
VSE, a.s. three price decisions by which it set the maximum
price in 2011 for electricity supplies by last resort suppliers to
households electricity consumers in a respective area of the
restricted territory.

The comparison of a structure of the final electricity price for
households in a period from 2009 to 2011

In 2011 there has been no substantial changes in the rules for
electricity supplies to households and small businesses. The
Office continued to approve maximum prices for every electricity
supplier. Final electricity prices will be significantly affected by
an increased VAT from 19 to 20% and especially by the introduc-
tion of a fee for levy into the National Nuclear Decommissioning
Fund and Disposal of Burnup Nuclear Fuel and Radioactive
Waste at the amount of 3 €/MWh as defined in the Ordinance
of the Government of the Slovak Republic No. 426/2010 Coll.
However, the Office has no impact on these circumstances.
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e) Grid connection

A price of grid connection is in the form of single charge. The
Office, through its decree, determined the conditions of a con-
nection of:
- An operator of the distribution system to the transmission system, 
- A final electricity consumer or an electricity producer to the

transmission system, 
- An electricity consumer or an electricity producer to the dis-

tribution system.

f) Tariff for system operation 

Tariff for system operation includes support of electricity gene-
rated from renewable energy sources and in highly efficient
heat and power production, support of production of local coal used
for the purpose of electricity production and costs of a new market
player – the operator of the short-term market with electricity. 

A tariff for system operation is included into the price for trans-
mission and distribution of electric power and is paid by every
electricity consumer in accordance with EU directives. 

Under the Act No. 309/2009 Coll. the support of electricity
generated from renewable energy sources and electricity gene-
rated in CHP technologies is intended for the electricity supplied
to cover losses in regional distribution systems  and the support
is in the form of fixed prices determined by the Office Decree.
A price of electricity from renewable energy sources and CHP
was applied on the basis of certificate on origin of supply and
a price decision issued by the Office. Higher costs, related with
purchase of electricity used to cover losses, are settled by ope-
rators of regional distribution systems by means of tariff for system
operation. 

A developing market competition in the segment of electricity
sales for households and businesses partly reduces the final
price, however, its size is significantly affected by the tariff for
system operation, which includes support of electricity generated
from renewable energy sources and CHP and from 2010 also
a respective part of the costs related with the operation of the
short-term market with electricity. According to price proposals

for 2011, submitted by regulated entities during 2010, it may
be expected that influence of this tariff on the final price will be
more substantial this year. 

The largest part of annual increase in the size of this tariff falls
on photovoltaic power plants that have the highest feed-in tariffs
of all renewable energy sources. Following the approval of the
amendment of the Act No. 309/2009 Coll., which modified
the conditions concerning the support of electricity generated
from renewable energy sources, the Office is obliged to comply
with the requirements arising out of the law and accordingly in-
clude in the calculation of the electricity price for 2011 all factors
having influence on tariffs for system operation. Compared to
2010, the size of tariff for system operation in 2011 is higher
by 8.55 €/MWh thus achieving the value of 14.85 €/MWh,
which brings an increase by 135.71 %.

Price regulation is also imposed on electricity generated from
coal which is produced in Slovakia. For the year 2010 the Office
through its decision determined for a regulated company Slovenské
elektrárne, a.s. tariff for each MWh of electricity supplied to the
system that proved to be produced from domestic coal in a thermal
power plant of a holder of the license for electricity generation,
whose generation on the territory of the Slovak Republic was
higher than 10 TWh in 2008. Based on a decision of the Ministry
of Economy of the Slovak Republic imposing an obligation in
general economic interest (pursuant to Article 3 (2) (f) and (h)
of Act No. 656/2004 Coll.) electricity generated from domestic
coal must be purchased from the electricity producer by the
electtricity supplier, whose electricity supply to the final electricity
consumer was higher than 1 500 GWh in 2009 at the price directly
determined by the Office through the tariff for system operation.
It takes into account a respective part of costs for production
of electricity from local coal. Such costs are then shared between
SE, a.s. and the companies that produce and supply brown coal.

Starting from the year 2010 the tariff for system operation
takes into consideration a respective proportion of costs for
generation of electricity from local coal, renewable energy
sources and CHP, but also a respective proportion of costs for
the activities of the operator of the short-term market with elec-
tricity between the Czech Republic and Slovakia, which started
its operation on September 1, 2010. 
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A share of individual components of tariff for system operation
in the years 2009, 2010 and 2011 is shown in the following data:

The largest share in the price of electricity from renewable energy
sources has photovoltaics. During the year the Office indicated
that a chaotic increase in the number and capacity of photovol-
taic generating plants has a negative impact on the final electri-
city price, however, it is not in the competence of the Office to
grant permits for the construction of power plants. The Office
also proposed other measures which were not adopted in the
further legislative process, on the contrary, the final wording of
the Act No. 309/2009 Coll. brought a number of changes
due to unco-ordinated amended wordings with an impact on
the increased support of RES and CHP based technologies,
with a higher impact on the final electricity price for all end
users, including households.
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III.2.I Gas Transmission

Gas transmission for the needs of the Slovak market as well as
the international gas transmission are undertaken by the high
pressure transmission system that is operated based on a li-
cense held by the single operator of the transmission system
eustream, a.s. Taking into account the transmitted gas at the
amount of 71.4 mld. m3 in 2010 and the annual capacity of the
transmission system being more than 90 mld. m3 Slovakia is
the largest transporter of Russian natural gas in the EU. 

A connection and access to the transmission system, plus gas trans-
mission are all subject to price regulation. The method of price regu-
lation governing access to the transmission system and gas
transmission is defined by the Act No. 276/2001 Coll. and is given
by direct determination of a comparable price based on the analysis
of prices for gas transmission in other EU member states using
the entry-exit tariff system. The analysis makes a comparison

of total average prices for transportation of gas including the calcu-
lation of length units, taking into account a respective distance of
entry and exit points of the transmission system. Through its Deci-
sion dated October 8, 2009 the Office approved for eustream, a.s.
in 2010 the comparable prices for access to the, transmission system
and gas transmission. The second Decision dated June 22, 2010
in line with the Ordinance of the Government No. 409/2007 Coll.
supplemented relevant tariffs with the appraisal of a new entry-exit
point Veľké Zlievce within the framework of the planned project
of a Slovak-Hungarian interconnection of the transmission systems.

Price regulation of a connection to the transmission system is carried
out by defining the method of calculation of the fixed price for con-
nection and under the Decree No. 4/2008 the price is determined
based on the actually incurred and proved costs of the transmission
system operator. In 2010 the Office issued one price decision
approving connection to the transmission system for a gas instal-
lation of a new intra-state transmission station Špačince. 

III.2 The Gas Sector
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The comparable prices for access to the transmission system
and gas transmission is determined under Decree No. 4/2008
in the form of tariffs for access to the transmission system and
gas transmission. Tariffs are determined for individual entry and
exit points of the transmission system (the entry-exit system)
and are applicable for both Slovak and foreign users of the
transmission system. Payment for gas transmission is the total
of payments for the contractually agreed entry and exit points
of the transmission system  depending on the contractually
agreed daily maximum capacity of a user of the transmission system
and the validity of the agreement on access to the transmission
system and gas transmission. Apart from the payment for gas
transmission a user of the transmission system provides the operator
of the transmission system with gas for operational purpose, the
amount of which depends on the amount of transmitted gas at
a contractually agreed entry and exit point of the transmission system
and on individual rates of natural gas used for the operational
purpose according to the price decision approved by the Office. 

A structure of tariff groups for four entry-exit points of the trans-
mission system in 2011 remained unchanged, compared to the
year 2010, and depending on the agreed daily maximum capacity
of gas transportation it is divided into the four categories:
Ten1, Tex1 – up to 1,75 mil. m3

Ten2, Tex2 – from 1,75 mil. m3 to 40 mil. m3

Ten3, Tex3 – from 40 mil. m3 to 132 mil. m3

Ten4, Tex4 – from 132 mil. m3

In 2011 the average annual increase in initial rates of tariffs by
0.5% was influenced by an EU inflation rate at the level of 1%,
whereas only its 50% value is included in the escalation factor.

Tariff groups Ten1 and Tex1 applicable in the Slovak market as
well as for transit with a contractually agreed daily capacity
lower than 1.75 mil. m3 relate to all Slovak gas consumers that
would decide, based on the agreement with the operator of the
transmission system, to transmit natural gas to their point of
offtake individually. On the basis of model calculation of total
annual payment for gas transmission made by the Office the
standard industrial consumer in Slovakia I4, according to Eu-
rostat with a different factor of network load 250 and 330 days
on the transmission path Veľké Kapušany – a local point, pays
more by 0.5% in 2011, compared to the previous year.

The following graph illustrates the development of average
prices for natural gas transmission in model calculations of the
users of the transmission system with the load factor 250 days (MA)
and 330 days (M2) with the annual transmitted gas volume of
11.2 mil. m3 .

III.2.2. Gas distribution

Price regulation of gas distribution in 2010 was imposed on
regulated business, whose:
a) number of offtake points was higher than 100 000, i.e. for

the single operator of the distribution system SPP – distribúcia,
a.s., which also plays the role of the gas dispatch centre on
the restricted territory,

b)number of offtake points from the distribution system did not
exceed 100 000, which are mainly area-based operators of
the distribution systems on the restricted territory, the so-called
local distribution systems.

In 2010 the Office issued for SPP – distribúcia, a.s., a price
decision, by which it approved the 2011 tariffs for access to
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the high pressure transmission system and gas distribution and
tariff for provision of ancillary services that are not provided
within tariffs for access to the distribution system and gas dis-
tribution, together with the conditions regarding the application
of these tariffs. As a background the average price was used
for access to the distribution system and gas distribution for
2010 adjusted according to the Decree No. 4/2008 with the
value of core inflation, effectivity factor and annual difference
of the price of gas used to cover losses and internal gas consumption
in the distribution system. Calculation of the average price for access
to the distribution system and gas distribution takes into account
also the size of costs of a regulated entity related to the fulfillment
of obligation in the event of emergency situation pursuant to

14 (12) and (14) of the Act No. 656/2004 Coll. and the value
of annual depreciation of listed new long-term tangible assets
for the previous year maximally up to 2.5% of its acquisition price. 

Total average price for access to the distribution system and
gas distribution, when calculated based on the planned data
referring to the number of gas consumers, the agreed daily
maximum and amount of distributed gas in 2011 went annually
up by 1.95%.

Tariffs for gas distribution are determined on the principle of
the so-called postage stamp, i.e. according to the annual volu-
me of distributed gas regardless of the distance of a point of
offtake and they were proposed without cross subsidies bet-
ween individual groups of gas consumers. Tariffs also include
charges for exceeding contractually agreed daily distribution
capacity. 

Through a price decision for 2011 the Office also approved for
SPP – distribúcia, a.s. prices for connection to the distribution
system, separately for the category of household gas consumers
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and separately for the category of off-household consumers,
whereas they were designed so that they would not exceed the
planned average costs for connection to the distribution system
in line with the Decree No. 4/2008.

In 2010 the Office issued for operators of local distribution systems
9 price decisions applicable in 2010 and 27 price decisions
applicable in 2011, based on which there were approved prices
or tariffs for access to the distribution system and gas distribu-
tion. As a background for the price setting  were used eligible
costs for operation of the distribution system limited by the
value of maximum eligible costs and an adequate profit. The
Office approved prices for connection to the distribution sys-
tem in 2010 for two operators of local distribution systems.
The following chart shows the development of average prices
for gas distribution in individual tariffs from 2009 to 2011, cal-
culated based on the planned data in 2011.

III.2.3 Gas storage

On the territory of the Slovak Republic there are two companies
operating undeground gas storage tanks: NAFTA a.s., operating
a complex of underground storage tanks Láb 1.–3. and Gajary-bá-
den and POZAGAS a.s., operating an underground gas storage
tank Láb 4, construction near Malacky. For the needs of the Slovak
Republic and for technical reasons of the operator of the distribution
system SPP – distribúcia, a.s., there is also an underground storage
tank Dolní Bojanovice in use, which is used on the territory of the

Czech Republic. This underground storage tank is connected to
the Slovak gas system and is used for the need of physical balan-
cing of the distribution system. 

The main function of underground storage tanks is to balance any
differences between gas supply and gas demand. They serve
mainly for gas storage in the summer season and for gas production
in the winter time, when gas consumption is higher than contractually
agreed amount of supplied gas in Slovakia. Gas storage tanks are
also an effective tool for ensuring safety of gas supplies. The operators
of gas storage tanks store gas not only for participants of the gas
market in the Slovak Republic, but also for foreign gas companies.

Since 2010 access to a storage tank and gas storage has been
subject to price regulation by setting the maximum price. Under
the Decree No. 4/2008 a price proposal for access to a storage
tank and gas storage is based on an analysis of prices for access
to a storage tank and gas storage by operators of storage tanks
in other EU member states that operate storage tanks with similar
parameters as gas storage tank operators in the Slovak Republic.

In 2010 the Office issued two decisions for operators of storage
tanks, thus setting the prices for access to a gas storage tank
and gas storage on the territory of the Slovak Republic for a period
starting from  May 1, 2011 to April 30, 2012, i.e. a period identical
with the gas year of the operators of gas storage tanks. The regu-
lated maximum price per 1 m3 of annual storage capacity for both
operators of gas storage tanks annually increased, because it
reflects an extended bid of storage services by storage tank
operators. For 2011 NAFTA a.s. offers a new product in the
form of extended standard package of services with exploitability
from 88 to 120 days, which is more flexible from the point of views
of customer needs. POZAGAS a.s. prepared the conditions for
improvement of the mutual interconnection of systems by eliminating
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the existing barriers, thus allowing a higher comfort in using
storage services in a storage tank PZZP Láb 4. Both operators
of storage tanks offer their free storage capacity in a transparent
and non-discriminatory manner in the form of public biddings.
One of the criteria for allocation of storage capacity is a price
level offered by those interested in storage capacity, while re-
specting the ceiling of the maximum regulated price. 

The following chart shows maximum prices for access to a storage
tank and gas storage in 2010 and 2011 for individual storage
services (excluding VAT).

III.2.4 Gas supply

III.2.4.1 Development of competition 
in the liberalised gas market

In the 2010 Slovak market there were the traditional supplier
SPP, a.s plus five other gas traders that purchased gas from
various foreign gas suppliers. The local supplier SPP, a.s., having
the major share in the gas market, had several competitors in
the area of gas supply to final industrial gas consumers including
RWE Gas Slovensko, s.r.o., VNG Slovakia, spol. s r.o., SHELL
Slovakia, s.r.o., ELGAS, s.r.o., and Lumius Slovakia, s.r.o. 

The year 2010 was important from the point of view of the number
of switches of a gas supplier. The category of small consumers
experienced a sharp rise of the number of switches of gas con-
sumers. Liberalisation of the market is evaluated using the per-
centage coefficient, the so-called switching which expresses

the number of offtake points with the changed suppliers to the
total number of offtake points in a given year. While in 2009,
in the first year of entry of new traders in the Slovak gas market,
the switches were made mainly in the category of large-scale
consumers, in 2010 a group of small consumers appeared to
be more active, an indicator of switching achieved 4.1%. Such
increase may be attributed to the active policy of RWE Gas
Slovensko, s.r.o. In 2010 the Office also registered the return
to the traditional gas supplier. 

The chart shows the switches of gas suppliers at individual offtake
points in 2009 and 2010. The data in the chart do not take
into account the switching of a gas supplier at offtake points
in local distribution systems.
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III.2.4.2 Development of annual gas consumption

In 2010 consumption of natural gas by final gas consumers in
the Slovak Republic achieved 57.3 TWh. Compared to 2009,
when consumption of natural gas reached 53.3 TWh, it means
an increase by 7.5 %. 

The most significant share in the given gas consumption in 2010
had the traditional gas supplier SPP, a.s. having a 84.9 % share
in the market with gas supplies to final consumers. RWE Gas
Slovensko, s.r.o. achieved a 13.1 % share in the market with gas
supplies to final consumers and other fours gas traders had to-
tally a 2% share in the consumption.

III.2.4.3 Price regulation of gas supplies

Price regulation in the area of gas supply governs the following:
a) Gas supply to households,
b) Supply of gas for the purpose of heat production for households,
c) Gas supply by the last resort supplier. 

The Decree No. 4/2008 determined for a regulated activity
of gas supply the method for calculation of maximum prices ac-
cording to the regulation methodology called the price cap
method. Such method set a price level for a regulatory period.
The annual change in the average price for gas supply is influen-
ced by an inflation coefficient, effectivity coefficient and change
in the gas purchase price charged for gas supply to gas consumers.
Price regulation of gas supply by the last resort supplier is under-
taken in the last year of the regulatory period as direct setting
of the maximum price for gas supply by the last resort supplier. 

Gas supply to households

Despite the entry of new traders in the Slovak gas market, there
was no competition in the category of household gas consumers
in 2010. All household gas consumers extracted gas from the
traditional gas supplier SPP, a.s., which was established from
the originally vertically integrated company. 

Through the decision dated December 9, 2010 the Office set
for SPP, a.s. maximum prices for gas supply to households for
the year 2011 along with the conditions of their implementation.

Maximum prices for gas supply to households are two component
prices, consisting of the maximum size of a fixed monthly rate
and the maximum size of a rate for extracted gas. The structure
of tariffs remained unchanged and it is divided into three tariff
groups D1 to D3 according to the amount of annual gas consum-
ption. No regulation is imposed on gas supply to households in
a tariff group D4 with a consumption above 6 500 m3 (68 575 kWh)
similarly to off-households gas consumers. 

Based on the anticipated development of prices of crude oil and
oil products in 2011 and the assumed development of an exchange
rate of EURO against U.S. dollar, the average price for gas supply
to households in 2011 has increased by 4.47 % on average,
when compared to the previous year. 

The following graph illustrates the comparison of a structure
of the average price for household gas supply from 2009 to
2011, including VAT. The most significant share in the final pay-
ment for gas supply to households makes the purchase of nat-
ural gas from a foreign supplier.

80

Regulatory Office for Network Industries



Gas supply for household heat production

Due to an insufficient competitive environment in the market
with gas supplies and  bearing in mind the protection of the
most vulnerable group of household heat consumers, the Office
undertook in 2010 price regulation of gas suppliers that supplied
gas for the purpose of heat production for households. 

In 2010 the Office issued 5 price decisions, by which it approved
or set for 2011 maximum prices for gas supply for the purpose
of heat production for households, together with the conditions
of application of prices for SPP, a.s., RWE Gas Slovensko, s.r.o.,
VNG Slovakia, spol. s r.o., ELGAS, s.r.o. and CHIRANA--
PREMA Energetika, a.s.

The 2011 average price for gas supply for heat production for
households for SPP, a.s., compared to the average price for

gas supply for household heat production in 2010, increased
by 6.12 % on average. Since the most significant share in the
annual change of price had a gas purchase price, such increase
was caused by the anticipated development of prices of crude
oil Brent and oil products in the world commodity markets for
2011 and the development of the average exchange rate of EURO
against U.S. dollar. 

A tariff structure for the year 2011 has not been changed,
when compared to the year 2010 and it was divided into 8 tariff
groups M2 to V4, whereas tariff goups S to V4 include two
rates for daily maximum, which is related to the more realistic
costs of gas storage included into the final price. A consumer
with balanced gas consumption during the year pays for gas
supply less than a consumer with seasonal gas supply which
relates to higher costs for gas storage. 
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Gas supply by the last resort supplier

Bearing in mind the protection of gas consumers the Decree
No. 1/2009 in the wording valid for 2010 extended the scope
of price regulation with gas supply by the last resort supplier
to become effective for the year 2011. Price regulation of gas
supply by the last resort supplier is performed in the last year
of the regulatory period by setting the maximum price for gas
supply by the last resort supplier. 

The Office issued for the last resort supplier on the restricted
territory of the Slovak Republic, i.e. for SPP, a.s., three price
decisions which determined for 2011 the maximum prices for gas
supply by the last resort supplier to household gas consumers,
consumers of gas for household heat production and for gas con-
sumers being off-household gas consumers and are not the con-
sumers of gas for the purpose of heat production for households.
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In the heat market there has been the stabilised number of heat
suppliers for several year, which is about 330. Heat is supplied
in all towns on the territory of Slovakia. Annual heat supply
reaches approximately 16 000 MWh. Out of this, 40% is sup-
plied to flats and 60% to off-household consumers, which are
mainly the tertiary sector and industry or for the purpose of
auxiliary consumption. 

Heat prices for 2010 were determined under the Decree No.
1/2009, according to which price regulation is imposed on
production, distribution and supply of heat and price regulation
is performed by defining the method of calculation of the maximum
heat price. The method and procedure applied for heat price
regulation in 2010 were determined by the Decree No. 6/2008
in the wording of the Decree dated October, 2008 No. 7/2008
and the Decree dated June 10, 2009 No. 6/2009. 

Amendments of the Decree No. 6/2008 did not substantialy
changed the method of heat price regulation in 2010. A variable
component of the heat price was determined in €/kWh based
on the ordered volume of heat, whereas it was separately de-
termined for households and separately for other off-hoousehold
consumers. Such procedure resulted from the regulation of price
of gas used for household heat production and from the imple-
mentation of the Act No. 609/2007 Coll. on Consumer Tax
from Electricity, Coal and Natural Gas and on Amendment and
Supplement of the Act No. 98/2004 Coll. on Consumer Tax
from Mineral Oil in the wording of latter provisions (hereinafter
only ”the Act on Consumer Tax“). A fixed component of the
heat price was determined on regulatory input and was expressed
in €/kW of regulatory input. The growth of fixed costs was re-
stricted, with the exception of making investments into ratio-
nalisation of heat production and distribution, ecologization and
scheduled overhaults. An increase in fixed costs was also allowed
when eliminating breakdowns and accidents caused by natural
disasters and events caused by third persons that might impose
the threat on health of persons or cause large damage. In those
events and in the case of construction of a heat generating
plant or its part, planning to utilise renewable energy sources,
it was allowed to partially increase fixed costs under precisely
specified circumstances as defined in the Decree No. 6/2008.
The joint heat price for a supplier was determined for a town
or its specific part. It is still possible to include a higher profit

in the heat price for those suppliers that ensure heat production
with at least a 20% share of renewable energy sources, whereas
the heat price does not exceed the limit prices of variable and
fixed components of the heat price determined in the Decree
No. 6/2008. Also, there is still a possibility to settle eligible costs
in the set heat prices following the termination of the regulatory
period, which brought the possibility of cummulating saved costs
in the first two years and use them in the third year of the regu-
latory period. 

Amendments in the Decree No. 6/2008 adopted for heat
price regulation in 2010 related mainly to the introduction of
EURO currency, a changed definition of some eligible costs,
adjustment of the pricing procedure and supplement of price
proposal with other background documents in relation to the
adopted Act No. 429/2008 Coll. on Submission of Price Pro-
posals by Businesses and amendment and supplement of the
Act No. 513/1991 Coll. Commercial Code in wording of latter
provisions. It was allowed to re-allocate eligible fixed costs and
an adequate profit after the termination of the regulatory year
among individual consumers according to the actually supplied
heat. The Decree No. 6/2008 responded also to the implications
of the economic crisis leading to the reduced industrial demand,
which significantly affected the economic situation of relevant
suppliers. In such critical situations the decree allows to make
heat price adjustments. By amendment of the Decree No.
6/2008 the Office intended to maintain incentives to a higher
utilisation of renewable energy sources at the existing prices
of natural gas as a competitive fuel and for this reason it updated
the specific conditions for setting prices, when using renewable
energy sources. 

As of January 1, 2010 the Office issued 330 price decisions
for the year 2010. In the course of 2010 it issued other 12 de-
cisions, thus performing changes resulting mainly from the fuel
mix used for heat production during the regulatory year. Heat
supply subject to price regulation in 2010 amounts to about
15 500 GWh, of which 6 200 GWh of heat is supplied to flats
for space heating and preparation of hot domestic water and
the remaining 9 300 GWh is supplied to other off-household
consumers. The main type of fuel used for heat production is natural
gas, which accounts for 66 %, then coal (23 %) and biomass
(10 %). Since 2008 there has been an increase in the biomass

III.3 The Thermal Energy Sector
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consumption for heat production, which leads to a decline in
natural gas consumption. The following table illustrates the
consumption of individual types of fuels used for production of
heat, which has been supplied on the market since 2008 as
well as data on the heat supplied. 

The following chart presents the average heat prices for heat
consumers based on the Office decisions in a period from
2008 to 2011. 
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As of January 1, 2011 the Office issued 301 decisions on the maxi-
mum heat price. The average heat price is largely affected by a price
of natural gas, which is the most frequently used fuel for heat pro-
duction. Up to 66 % of supplies is covered with heat produced from
natural gas. A variable component of the heat price therefore
adequately follows a price of natural gas. In case of prices of heat
supplied to households it reflects the price determined by the Office
for a respective year and in case of heat for other consumers it de-
pends on the world prices of crude oil and an exchange rate of  €/USD. 

As a result of decline in a regulated price of natural gas in 2010 the
average variable component of the heat price for households went
down by 4.4%, when compared to the year 2009. A regulated price
of natural gas for heat production in 2011 increased by 6%. This
fact as well as cancellation of exemption of gas and coal used for
heat production from the consumer tax starting from January 1,
2011 resulted in an increase in the variable component of the heat
price for households in 2011 amounting to 10% on average.  

The heat price in a variable component for other off-household
consumers decreased by 7.1 % in 2010, compared to 2009,
and increased by 1.6% in 2011. Gas and coal used for heat
production in this category of consumers was charged with the
consumer tax already in the previous years, and therefore an
increase in the heat price is lower than in households. 

With regard to the rules of regulation imposed on fixed costs
and stabilisation of regulatory input during the entire regulatory
period a fixed component of the heat price in 2010 remained
at the level of 2009 and in 2011 it is lower by 1% on average,
when compared to 2010. A comparison of heat prices depending
on the size of supply points out to lower heat prices of large-scale
heat consumers and on the contrary, higher prices of small-scale
consumers. Also the size of a fixed component of the heat price
is detrimental to smaller suppliers with heat supply up to 2 MWh.
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Costs for heat supply depend on its volume and the price for
heat supplied. The following graph illustrates the development
of costs for heat in a standard three-room flat with centralised
heat supply for space heating and preparation of hot domestic
water, which is corrected according to the climatic conditions
in respective years. 
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III.4.1 Production, distribution and supply 
of potable water through the public water supply
system and discharge and treatment of waste
water through the public sewage system

In the present regulatory period including the year 2010 the price
cap method was applied, allowing the annual inflation growth
and the application of the effectivity factor which ensured price
stability in the area of production, distribution and supply of potable
water through the public water supply system. As regards the
discharge and treatment of waste water through the public sewage
system price regulation uses the factor of investment development
to support the construction of sewage systems and waste water
treatment plants in line with the EU requirements with an aim
of stimulating regulated companies to draw subsidies from the
EU funds, thus meeting the relevant commitments, which the Slovak
Republic had committed to comply with until the year 2015. 

This method of price regulation significantly contributes to en-
suring the protection of rights of potable water consumers and
producers of waste water against any unjustified and inadequate
increase in prices for production and supply of potable water
through the public water system and discharge and treatment
of waste water through the public sewage system. 

The procedure and conditions of the price setting in 2010 were
defined and supplemented by the Office through the Decree
No. 3/2009. Through an amendment of the decree the Office
extended the scope, the structure and the size of eligible costs,
supplemented and adjusted the approach of submitting price
proposals and background documents being relevant for the
price proposals with an emphasis given on a document proving
the approval of a price proposal by the General Assembly
signed by an authorised person. 

During 2010 in accordance with the Act No. 276/2001 Coll.
the Office received 17 proposals for changing a price proposal,
which approved the prices for production, distribution and supply
of potable water through the public water supply system and
discharge and treatment of waste water through the public sewage
system in 2010, of which 11 were submitted by the water service
companies. Changes related mainly to prices for production and
supply of potable water through the public water supply system

due to the substantial modification of economic parameters
which were used as a basis for setting the price in the previous
year or in the first year of the regulatory period (2008).  Most pro-
posals for price adjustment were justified by the need for increased
funding necessary for repairs in the water service facilities due
to the large number of emergency situations in public water supply
systems and public sewage systems, thus higher material use,
rising depreciations related to putting new water service instal-
lations into operation following the completion of large investment
projects. In this regard it needs to be pointed out that large
pressure on price rise rather than cost increase is caused by
the constant decrease in the quantity of potable water supplied. 

When changing the price during 2010 the Office used exclusively
the cost based method with an emphasis given on the exploration
of actual costs from the previous year in the scope of inevitably
spent eligible costs. Based on the identified development of
economic results in regulated activities, while taking into account
the  needs of a regulated company to ensure quality, uninterrupted
and safe performance of a regulated activity as well as bearing
in mind the protection of  individual consumers of potable water or
producers of waste water, the Office changed the price for pro-
duction and supply of potable water through the public water
supply system and the price for discharge and treatment of
waste water in eigth cases. 

The Office accepted such change only up to the size of eligible
costs required for the performance of a regulated activity and
clearly supported by background documents submitted by a regu-
lated company in order to ensure operability of equipment with
the as effective use of financial means as possible. Price regulation
in 2010 was undertaken by direct setting of the maximum price
and defining the method of calculation of the maximum price.
Apart from the cost-based method there is also the price cap method
in use with a possibility of the annual inflation growth, including
the application of the effectivity factor and the investment develop-
ment factor. The purpose of the effectivity factor is to rationalise
and optimise the disposal of eligible costs for a regulated activity.

A regulated company cannot exceed maximum prices, but in the
water service market it can use the price lower than those appro-
ved or determined by the Office, so setting prices as maximum

III.4 The Water Service Sector

Annual Report 2010



88

prices has a stimulative character which gives a regulated company
a right to decide on for example discounts for socially weak groups
of population, or threatened water consumers (hospitals, schools,
etc.). In reality, it is very exceptional to charge lower prices than
those determined by the Office. 

Prices for production, distribution and supply of potable water
through the public water supply system in 2010 increased by
5.4% on average, compared to 2009, however, in 2011 they
remained at the level of 2010.

In order to fulfil the commitments of Slovakia against the EU
and to utilise the funds provided by the EU there has been quite
an extensive construction of public water supply systems over the
past years, mainly of public sewage systems and waste water
treatment plants. Apart from the protection of the environment,
a benefit of the newly constructed public sewage systems was
also the rising number of producers and the quantity of waste
water. The economic crises, leading to the rationalisation of house-
holds and private companies, caused a decline in demand of potable
water and subsequently the lower production of waste water. This
situation leads to a lower utilisation of not only newly constructed
investments, but also the existing systems. As a result there is
the rise of operational costs per cubic meter of waste water, thus
imposing pressure on further price rise. For this reason the price
proceedings, withing the competences of the Office, put an
emphasis on the investigation of effective utilisation of the assets
for regulated activities.

Prices for discharge and treatment of waste water through the
public sewage system in 2010 increased by 6.5%, compared
to 2009, and by 3.6% in 2011, compare to 2010, mainly due
to the application of the investment factor in calculation of the
price for discharge and treatment of waste water, the objective
of which is the support of public sewage systems and waste
water treatment plants, or the support of fulfilment of the com-
mitments of the Slovak Republic to the EU.
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III.4.2 Provision of water services

The Office determines the size of payments for utilisation of
surface water under the Act No. 364/2004 Coll., which defines
payments subject to price regulation imposed by the Office,
subsequently in accordance with the Ordinance of the Govern-
ment No. 755/2004 Coll. 

Regulation of prices for the provision of water services related
with the utilisation of a river flow in 2010 was governed by the
Decree No. 5/2009 issued by the Office. 

The dominant regulated company having the monopoly position
in this area is Slovenský vodohospodársky podnik, š.p., Banská
Štiavnica. (Water Service Company). 

For 2010 the Office increased for this regulated company a price
for extraction of surface water from a river flow at 0.0963 €/m3

(by 15.5% against 2009) due to the substantial decline in ex-
tractions. Furthermore, the Office determined the payment for
utilisation of hydro power potential of river flows in water con-
structions managed by a water source manager with an installed
capacity exceeding 100 KW as tariffs for support of smaller
producers of electric power, or users of hydro power potential:
from 100 kW to 1 000 kW at the amount of 4.4902 €/MWh,
from 1 001 kW to 10 000 kW at the amount of 7.4837 €/MWh
and above 10 000 kW at the amount of 15.2667 €/MWh).
The average price for utilisation of hydro power potential in-
creased by an inflation rate, compared to 2009, which means
3.5%. A fixed price for extraction of water for energy purposes
in water facilities in the ownership of a user of hydro power po-
tential of a river flow with an installed capacity exceeding 10 MW
was increased by 0.0164 €/1000 m3 by the Office.
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A price for extraction of surface water from a river flow determined
for the regulated company Slovenský vodohospodársky podnik,
š.p., Banská Štiavnica increased in 2011, compared to 2010.
The average price for utilisation of hydro power potential of 
a river flow increased by an inflation rate, compared to 2010,
to be precise by 0.9%. Again, tariffs are applied according to
an installed capacity of hydro power plants in order to support
smaller generators of electricity or users of hydro power potential.
A price for extraction of water from a river flow for energy pur-
poses remained at the level of 2010. In spite of rationalisation
and regulatory measures implemented over the recent years
a higher increase in prices for water services has caused, mainly
as a result of the economic crisis, the ongoing and relatively
substantial decline in water extraction in all regulated services.
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IV.I Business licences 
in the energy sector

Pursuant to Article 5 (1) of the Act No. 656/2004 Coll. it is allowed
to do business in the energy sector only when holding the business
licence. The Office issues decisions on the issuance, amendment
and withdrawal of a licence for performing regulated activities
pursuant to Article 5 (1) of the Act No. 276/2001 Coll. Pursuant
to Article 4 of this act the subject of business activities is the
following:
- Generation, transmission, distribution and supply of electric power,
- Operation of the short-term market with electricity,
- Production, transmission, distribution and storage of natural gas,
- Operation of pipelines for transportation of automotive sub-

stances,
- Operation of pipelines for crude oil transportation,
- Operation of equipment used for filling pressure vessels,
- Operation of equipment for distribution of liquified hydrocarbon.

According to the Act No. 656/2004 in wording of the Act  No.
142/2010 Coll. the operation of the short-term market with
electricity has become a business activity since January 1, 2011.

The Act No. 656/2004 Coll. sets out the conditions for issuing
a licence for natural persons and separately for legal persons.
Once the entity proves the fulfilled requirements and conditions,
the Office issues a decision on licence for doing business activities.

IV. Business Licence in Network Industries

An overview of valid licences in the electricity sector under 
Article 5 (2) (a) and (b) of the Act No. 656/2004 Coll.
Electricity generation 5
Electricity transmission 1
Electricity distribution 4
Generation and supply of electricity 56
Generation, distribution and supply of electricity 27
Distribution and supply of electricity 131
Electricity supply 152
Operation of the short-term electricity market 1
Total 377

An overview of valid licences in the gas sector under 
Article 5 (2) (c) of the Act No. 656/2004 Coll.
Gas production 2
Gas production, gas supply 1
Gas transmission 1
Gas distribution 5
Distribution and supply of gas 41
Production, distribution, storage and supply of gas 2
Gas storage 2
Gas supply 71
Total 125

An overview of valid licences in the energy sector 
– automotive substances and crude oil
Operation of pipelines for transport of automotive substances 1
Operation of equipment for filling pressure vessels 7
Operation of pipelines for transportation of crude oil 2
Operation of equipment for distribution of liquified gaseous hydrocarbon 1
Operation of equipment for filling pressure vessels and operation 1
of equipment for distribution of liquified gaseous hydrocarbon
Total 12

The total number of licences 
only for electricity supply and gas supply

2005 2006 2007 2008 2009 2010 Total
Electricity supply 39 27 21 24 23 18 152
Gas supply 12 16 10 6 10 17 71
Total 51 43 31 30 33 35 223

An overview of applications submitted and decisions issued in 2010

New  Withdrawn  Changed  Interrrupted Suspended  
licences licences licences proceedings proceedings

Electricity sector 55 11 130 46 7
Gas sector 22 4 44 6 2
Automot. substances 2 8 3 1
and crude oil
Total 79 15 182 55 10

Regulatory Office for Network Industries



93

IV.2. Certificates on Fulfillment 
of Notification Obligation

Pursuant to Article 5 (4) of the Act No. 656/2004 Coll. 
licence is not required for the following activities:
a) Production and supply of electricity by a generation plant

with a total installed capacity up to 1 MW,
b)Production and supply of electricity generated from renewable

energy sources in a generating plant with a total installed capacity
up to 1 MW, if electricity is generated in and supplied from:

1. small-sized hydro power plants,
2. wind power plants,
3. solar power plants,
4. facilities using geothermal power,
5. facilities using biogas,
6. facilities using biomass,

c) Production and supply of gas from biomass,
d)Production and supply from biogas,
e)Sales of compressed natural gas for motor vehicles,
f) Transportation of extracted crude oil from a point of construction

to a point of processing,
g)Sales of liquified gaseous hydrocarbon in pressure vessels

with a capacity of 100 l,
h)Sales of liquified gaseous hydrocarbon for motor vehicles,
i) Transportation of liquified gaseous hydrocarbon in pressure

vessels.

Pursuant to Article 5 (5) of the Act No. 656/2004 Coll. legal
and natural persons performing the above-mentioned activities
are obliged to perform notification obligation on the beginning,
alternation and termination of each of the activities performed.
The Office shall issue the certificate on fulfilment of notification
obligation which forms the document allowing to carry out business
in the field.

An overview of certificates 
on fulfilment of notification obligation

Activities with issued certificate    2008 2009 2010 celkom  
on notification obligation (number) (number) (number) (number)
fulfillment
Generation and supply of electricity 7 9 9 25
with a generating plant with 
a capacity up to 1 MW 
Generation and supply of electricity 
generated in RES based technology 
with a capacity up to 1 MW:
1. In small-sized hydro power stations 30 46 62 138
2. In solar power plant 5 26 234 265
3. In wind power plants 1 1
4. Facilities using biogas 4 5 12 21
5. Facilities using biomass 2 5 4 11
Production and supply of gas 1 1 2
from biomass
Sales of compressed natural gas  1 1
intended for motor vehicles
Sales of liquified gaseous  23 12 11 46
hydrocarbon in pressurised vessels   
with a capacity up to 100 l
Sales of liquified gaseous  29 11 7 47
hydrocarbon intended  
for motor vehicles
Transport of liquified gaseous  12 2 8 22
hydrocarbon in pressure vessels
Total 112 119 348 579
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IV.3. Business licences 
in the thermal energy sector

Performing business activities in the thermal energy sector is
governed by the Act No. 657/2044. Under this act the subject
of business activities are heat production, heat production and
distribution or heat distribution for the consumer or the final
consumer.  Any business activities in the thermal energy sector
may be undertaken only based on the licence. The Act No.
657/2004, similarly to the Act No. 656/2004, sets out the
conditions governing the issuance of licences for carrying out
business activities in the thermal energy sector and the docu-
ments, which are used by the applicant to demonstrate the ful-
filment of such conditions.

An overview of valid licences 
in the thermal energy sector as of December 31, 2010
Production and distribution of heat 309
Heat production 29
Heat distribution 27
Total 365

An overview of applications submitted 
and decisions issued in 2010
New licences 15
Cancelled licences 18
Changes in licences 179
Interrupted proceedings 59
Suspended proceedings 1
Total number of applications 213
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In accordance with the responsibilities defined in Article 5 (3)
of the Act No. 276/2004 Coll in the year 2010 the Office:
- performed surveillance over the adherence of the Act on Regu-

lation, special acts and generally binding legal regulations 
issued for their execution,

- imposed the measures for elimination and remedy of any de-
ficiencies identified during inspections,

- charged penalties for violation of the obligations arising out
of the Act in question.

V.I Surveillance and Inspections

Pursuant to Article 5 (3) (a) of the Act No. 276/2001 Coll. in
2010 the Office performed inspections in 111 regulated companies,
during which it identified 231 violations of the act in 75 regulated
companies. Inspections were carried out according to the inspection
plan and based on submissions of natural and legal persons. 

The inspection activities are aimed at the following areas: 
- in the electricity sector and the gas sector:

• verification of the compliance of a performed regulated ac-
tivity with the licence allowing to carry out business in the
energy sector 

• compliance with price regulation
• adherence to the rules of the electricity and gas markets
• compliance with quality standards
• verification of the fulfilment of imposed measures aimed

at eliminating and remedy of deficiencies

- in the thermal energy sector:
• compliance with price regulation
• compliance with quality standards
• verification of the fulfilment of imposed measures aimed

at eliminating and remedy of deficiencies

- in the water service sector:
• compliance with price regulation
• verification of the fulfilment of imposed measures for elimi-

nating and remedy of deficiencies

An overview of violations of the Act No. 276/2004 Coll. in regu-
latory years 2007, 2008, 2009 and 2010, identified in 2010:

1. Violation of Article 11 (1) – failure to perform a regulated activity
based on a notification or on the basis and in the scope of a li-
cence issued by the Office – 15 findings, of which:
• the electricity sector 10
• the gas sector 2
• others 3

2.Violation of Article 13 (2) (a) – failure to perform a regulated
activity in accordance with the act and special regulations –
19 findings, of which:
• the electricity sector 13
• the gas sector 2
• the thermal energy sector 4

3.Violation of Article 13 (2) (b) – failure to comply with the de-
termined method of price regulation and failure to deliver
goods and services in accordance with approved or set
prices – 117 findings, of which:
• the electricity sector 17
• the thermal energy sector 81
• the water service sector 19

4.Violation of Article 13 (2) (c) – failure to submit a proposal for
setting the price for goods or services, the price of which is regu-
lated by the method and in the scope defined by a generally
binding regulation issued by the Office – 42 findings, of which:
• the electricity sector 22
• the gas industry 2
• the thermal energy sector 4
• the water service sector 14

5.Violation of Article 13 (2) (g) – failure to comply with standards
of quality of delivered goods and provision of services defined
by the Act and failure to submit to the Office the evaluated
standards of quality of delivered goods and provided services
in the scope of a generally binding legal regulation issued by
the Office – 17 findings, of which:
• the electricity sector 10
• the gas sector 1
• the thermal energy sector 6

6.Violation of Article 13 (2) (h) – failure to perform the measures
imposed by the Office – 4 findings, of which:
• the thermal energy sector 4

7. Violation of Article 13 (2) (i) – failure to follow the rules for
the functioning of the markets with electricity and natural gas
– 14 findings, of which:
• the electricity sector 14

V. Performance of Surveillance and Inspection in 2010
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8.Violation of Article 13 (2) (p) – failure to co-operate sufficiently
with the Office with regard to the deadlines set by the Office,
mainly failure to provide required documents, true background
documents and information – 3 findings, of which:
• the electricity sector 1
• the water service sector 2

The Office obtained a feedback concerning the development
of actual costs incurred by a regulated activity during inspections
focused on verifying correctness and truthfulness of the documents
submitted to the Office for the purpose of evaluation of price
development and price regulation undertaken in the key entities
performing a regulated activity: generation of electricity from
domestic coal, distribution of electricity and natural gas, production,
distribution and supply of drinking water through the public water
supply system as well as discharge and treatment of waste water
through the public sewage system. The information gathered
from the outputs of the inspections was used by the Office for
the purpose of regulation in the following period.

V.2 Measures to eliminate deficiencies

In order to eliminate and remedy deficiencies identified during
inspections the Office imposed totally 120 measures pursuant
Article 5 (3) (b) of the Act No. 276/2001 Coll.:
- the electricity sector 31 measures
- the gas industry 2 measures
- the thermal energy sector 72 measures
- the water service sector 14 measures
- others 1 measure

The Office required from regulated companies to pay back the
money to electricity and heat consumers, which represented
a difference between the price charged and the price which should
have been charged under valid regulations  

At the total amount 493 669.67 € 

Of which: 
- electricity consumers 1 678.04 € 

- heat consumers 491 991.63 € 

of which in:
• var. component of the max. heat price 104 166.56 €  

• fix. component of the max. heat price 387 825.07 € 

V.3 Penalties for violation of the Act
imposed on the 1st stage 
of the administrative proceeding

The Office as a respective administrative body pursuant to Article
5 of Act No. 71/1967 Coll. on the Administrative Proceedings
(Administrative Order) in wording of latter provisions and Article
5 (1) (i) of the Act No. 276/2001 Coll. makes decisions in
the matters regarding the violation of obligations arising out of
the act in question and special regulations.  

In the review period the Inspection Division as the first-stage ad-
ministrative body made decisions on imposing penalty for failing
to comply with the obligations arising out of Article 13 (2) of the
Act No. 276/2001 Coll., based on the conclusions of the in-
spections or based on the findings of the Office concerning the
failure to comply with the obligation to submit to the Office re-
quired background documents for approval, as stipulated by law,
or to submit to the Office the required background documents
and information on the specific date. Penalties were imposed
pursuant to Article 16 of the Act No. 276/2001 Coll. The first-
stage administrative proceedings were initiated against 232
companies, whereas 3 entities appealed against the first-stage
decisions. In one case a decision was examined outside the ap-
pealing proceeding.

Decisions on imposing penalties 
on the 1st stage of the administrative proceedings
Decisions Number Sum
Issued 191 351 900 €
Valid 184 393 600 €

An overview on the number of inspections, penalties 
and measures from 2008 to 2010

2008 2009 2010
Inspections performed 118 109 111
Decisions on penalty 60 229 191
Measures to remedy  58 113 120
identified deficiencies
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V.4 Initiatives and complaints

Also in 2010 the Office paid a larger attention to dealing with
initiatives and complaints raised by natural and legal persons
(hereinafter only "submission"). With an intention to protect the
consumer the Office preferably undertook inspections after re-
ceiving submissions, then it elaborated the expertise and com-
municated personally or on the phone with respective natural
and legal persons. 

The aim of submissions, similarly to the previous years, was to
check the correctness of a charged price or a tariff for regulated
goods or services, to inspect justification of the costs included
into a regulated price or to inspect the set conditions regarding
the application of a price or a tariff. 

To a larger extent the Office dealt with the submissions of house-
hold electricity consumers that opted for the switch of an elec-
tricity supplier. The Office assisted in eliminating any problems
of these consumers with electricity suppliers as well as distribution
companies. In addition, the Office dealt with the submissions
of participants in the market with electricity and gas focused

on the compliance of the rules for electricity and gas markets
and subsequently on the compliance with the Operational Orders
of operators of electricity distribution systems and the operator
of the gas distribution system and compliance with the quality
standards. 

174 submissions of natural and legal persons were totally sub-
mitted, of which 143 submissions were settled and 25 submissions
were only partially settled, which means that they will be definitely
cleared after the completion of inspections, or after the ending
of the administrative proceeding. 6 submissions were passed
on to the following year.

The Office's central recording system of petitions and com-
plaints registered in the year 2010:
• 2 petitions
• 3 complaints

Out of 174 submissions 49 were initiatives for commencing in-
spections.
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In 2010 the Office co-operated with the associations of energy
regulators, either within the European Union or on a broader
international level. The activities of the Council of European Energy
Regulators (CEER) and the European Regulators's Group for
Electricity and Gas (ERGEG) are aimed mainly at the estab-
lishment of the single and competitive European energy market.
A new institution, which initiated its preparatory activities in the
field of energy sector regulation, was the Agency for Co-operation
of Energy Regulators (ACER).  A representative of the Office
took part in top meetings of all these associations – The Regu-
lators' Countil of ACER, General Assemblies of CEER and 
a meeting of chairmanship of ERGEG. Within its membership
in the organisation ERRA – the Energy Regional Regulators' 
Association, unifying some European and Euro-Asian countries,
the Office was involved in the activities by means of members
of working groups, as well as by its participation in the top bodies.
Last year the chairman of the presidency of ERRA was elected. 

The Office was actively involved in the activities of the Electricity
Regional Initiative for the Central and Eastern European area
(ERI CEE), whose other members are Austria (chairman regu-
lator), the Czech Republic, Germany, Hungary, Poland and
Slovenia. In 2010 there was the final stage of the project of
congestion management and allocation of capacities on cross-
border profiles based on physical flows by means of the common
auction office of the region, the objective of which is to eliminate
any barriers to free trade on a regional level and a gradual estab-
lishment of the single market with electricity. 

In 2010 the 18 month twinning project was successfully com-
pleted, aimed at the implementation of European law in the energy
sector of Azerbaidijan. Assistance of Slovak experts from the
Office was appreciated and awarded by the top Azerbaidijan
and European representatives.

Assessment of quality standards, comparison of performance
of regulated companies with regard to quality and publishing
the achieved results are the processes that represent an effective
tool for stimulating regulated entities. Following the delivery of
data from regulated companies on compliance with quality
standards in a calendar year 2009 the year 2010 was the first
year in which the evaluation of the compliance with quality stan-
dards was made for the first time. Such data was processed in
the Report on Quality Standards Compliance for 2009 which
was published on the official website of the Office.

VI. International Activities VII. Quality Standards 
as a Tool of Price 
Regulation
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Under the Decree of the Regulatory Office for Network Industries
No. 415/2008 Coll. operators and suppliers in the electricity sector
and the gas sector shall submit the Office the outputs from separate
recording on the matters in 2010 that are subject to accounting,
costs, revenues, assets and liabilities and depreciations in the form
of table sheets and in the electronic form, as specified in the decree
and its annexes not latter than until June 30, 2011.

The main purpose of monitoring this activity is to hinder any dis-
crimination and cross-subsidies, which means that individual com-
panies would not compensate one activity with the other one.

The rules for allocation of assets and liabilities, costs and

revenues and depreciation rules.

Under the Act No. 656/2004 Coll. in 2010 regulated compa-
nies submitted to the Office for approval the Rules for Allocation
of Assets and Liabilities, Costs and Revenues and Depreciation
Rules. The rules approved by the Office will start to be imple-
mented from January 1, 2011. 

In 2010 the Office dealt with 70 applications for allowing the
access to information (hereinafter “the application”), of which
57 were settled in such a way that the required information was
made available, in 11 cases the application was turned down
and 2 applications were passed on to other person in charge.

Out of the overall number of settled applications 9 applications
referred to the information on energy prices, 9 applications re-
quested sending the background documents referring to price
proposals, 7 applications referred to generally binding legal
regulations governing the area of regulation in individual net-
work industries, in 9 cases applicants asked for the information
on licences granted for doing business in regulated areas, in 7
cases applicants requested the information on the activities
and competences of the Office and in 5 cases they asked for
the results of the inspection. The applicants also asked for the
information on validity and binding character of decrees issued
by the Office. 

VIII. Separate Recording

Year 2010 Electricity Gas
Number of companies submitting  122 38
the outputs of separate recording

Year 2010 Electricity Gas
Number of decisions   179 48
on approval of the rules

IX. Settlement of Applications
under the Act No.
211/2000 Coll. on Free
Access to Information
and on Amendment and
Supplement of Some Acts
(the Act on Freedom of
Information)
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