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1.  Water and sewerage in CEE

· Major developments in 1999

· Termination of Vivendi’s concession by Szeged city council

· Municipalities assert themselves against multinationals: Szeged, Budapest, north Bohemia

· Takeover battles and share deals of water companies in Czech republic

· Problems with prices – Czech republic (south Bohemia), Hungary (Szeged, Budapest)

· Municipal companies access investment finance – Debrecen, Lodz, Szeged

· New tenders expected – Sofia, Praha, Poznan, Tallinn

· Privatised water and sewerage concessions in central and eastern Europe, September 1999

	Country
	Concession
	Company
	Multinational
	Per cent owned
	Bought in 1998 or 1999

	Czech republic
	Brno
	Brno VaK
	Suez-Lyonnaise
	31
	

	`
	Ostrava
	Ostravke VaK
	Suez-Lyonnaise
	40
	

	
	
	Jihomoravske VaK
	Suez-Lyonnaise
	34
	

	
	Karlsbad
	Vodarny Karlovy Vary
	Suez-Lyonnaise
	49.8
	

	
	
	Severomoravske VAK
	Suez-Lyonnaise
	45
	

	
	
	Severomoravske VAK
	Anglian Water
	53.4
	1999

	
	Southern Bohemia
	VAKJC
	Anglian Water
	92.7
	(1999)

	
	North Bohemia
	SCVK
	Vivendi
	43
	1999

	
	
	Aqua Servis
	Vivendi (via SCVK)
	27.2 
	1998

	
	
	VaK Kladno-melnik
	Vivendi (via SCVK)
	17.7
	1998

	
	
	VaK Mlada Boleslav
	Vivendi (via SCVK)
	22.9
	1998

	
	
	SVS
	Vivendi
	100
	1998

	
	
	Vodospol Klatovy
	Vivendi
	100
	1999

	
	
	AQUA Příbram
	Vivendi
	100
	1999

	
	
	VOSS Sokolov
	Vivendi
	100
	1998

	
	Pilsen
	Vodarna Pilsen
	Vivendi
	98
	

	
	
	
	
	
	

	Hungary
	Kaposvar
	Eaux de Kaposvar
	Suez-Lyonnaise
	35
	

	
	Pecs
	Pecsi Vizmu
	Suez-Lyonnaise
	48
	

	
	Budapest
	Budapest Water
	Suez-Lyonnaise/RWE
	25
	1998

	
	Budapest
	Budapest Sewerage
	Vivendi/Berlin Wasser
	25
	1998

	
	[Szeged]
	[Szegedi Vizmu]
	[Vivendi]
	[49]
	[terminated]

	
	
	
	
	
	

	Poland
	Gdansk
	SAUR Neptun Gdansk
	SAUR
	51
	1992

	
	
	
	
	
	

	Slovenia
	Maribor
	Aquasystems d.o.o
	Suez-Lyonnaise/Steweag
	100
	1998


Source: PSPRU database
· Municipal water companies restructured, not privatised, in central and eastern Europe September 1999

	Country
	City
	Water company
	Date of restructuring
	Investment finance from

	Poland
	Lodz
	(Lodz water company)
	1994
	Polish National Environmental Fund

	Poland
	Bielsko-Biala
	Aqua  S.A.
	1990
	World Bank

	
	
	
	
	

	Hungary
	Debrecen
	Debreceni vizmu
	1994
	Commercial bank, EIB, EBRD,

	
	Szeged
	Szegedi Vizkozmu
	1999
	Commercial bank, government, EU (ISPA)

	
	
	
	
	

	Moldova
	Chisinau
	Chisinau Water
	1997
	EBRD

	
	
	
	
	

	Lithuania
	Vilnius
	(Vilnius water)
	1998
	


2.  Trends and developments by country

A.  Hungary: prices and investments – Szeged dismiss Vivendi, problems in Budapest

· Szeged: municipality dismisses Vivendi, creates municipal company, gets EU finance

The city council of Szeged has decided to terminate the concession to Vivendi’s subsidiary, and take back the operation of the water company in-house.
 This is the first time that a water privatisation has been reversed in central and eastern Europe.   

The key issue in Szeged is the extension of the sewerage system, which currently serves 65% of the population. The city council wants to extend it to provide 80-85% coverage. This work has already been financed by the city council taking out a loan, and obtaining government support. One of the advantages of getting rid of Vivendi is that the city council will be able to invite competitive tenders for the works, instead of being forced to give the job to Vivendi .
 The development will also receive finance from the EU’s pre-accession fund, ISPA. 
  

· Budapest: prices, secrecy, finance

The companies have demanded high price rises,
 which the council and consumer groups are resisting - but the council is obliged to make good the companies' losses: " Budapest city councillors and local organisations say that there is no justification for the multinationals to increase the charges for water and sewerage so excessively. …. Mikios Szalka, vice-president of the municipal maintenance committee, said that: "It is now clear that this kind of privatisation, by 25-year concession of management rights, was a mistake. Budapest City is consulted about price increases, but development finance was expected from the powerful  foreign investors. However, the new price increases show that the companies do not want to provide finance for development. The sewerage company has proposed a 25-30 per cent price increase, and the main argument for this is the costs of development...Unfortunately,  it is now clear, that these powerful foreign companies do not want to make investments using their own  capital - on the contrary, they take as much money as possible  from the country, including their management fees." 
 

In June 1999 the council refused to approve a business plan for the water company (Fovarosi Vizmuvek (Budapest Waterworks) – 25% owned by Suez-Lyonnaise and RWE).  The council refused to approve the  directors’ pay: in 1998 the company had made a loss but was forced to pay 250m HUF in profits tax because of the fees paid to directors, which are treated as profits. The company expects to make another larger loss in 1999, despite price rises. 

The water concession already has inflated prices because the council accepted the tender which paid the highest amount to the council for the shares in the company (3 billion HUF), although this tender also proposed the price of water being higher (by 3 HUF per m3).

Budapest city: Increase in water and sewerage prices, 1994-1999

1994=100

	Year
	Water
	Sewerage

	1994
	100
	100

	1995
	165
	190

	1996
	170
	235

	1997
	220
	300

	1998
	275
	350

	1999 (forecast)
	300
	410


Trade unions are demanding a total renegotiation of the contracts - which are kept secret from the public: "Contracts relating to the handling of self-government assets are not open for everybody, said Ferene Kovago the chief engineer of Central Asset Agency of Budapest City. If somebody wants to have a look to these documents, permission of the contracting bodies is required. Contracts relating to privatization are top secret documents, even we are not able to read them, he added…..In Budapest the management costs at Budapest waterworks caused indignation. Water and sewerage fees will be increased considerably next year. Trade union leaders said that privatization contracts should be made open for the publicity on one hand and a deep revision is necessary, on the other’ one." 

The multinationals have financed the cost of their shares in the companies by raising loans from the banks - and the EBRD. The cost of investment in the sewerage system is being financed by the World Bank 
 and by the EU’s adjustment fund, ISPA. 
 The world bank loan is being taken out by the city council, not by the water company, and is guaranteed by the government. 

The partial privatisation of the  Budapest sewerage company involved selling 25% of the shares to a joint venture between Vivendi and Berliner Wasser Betriebe, who have created a special holding company, and have persuaded the EBRD - created by the EU to help fund development in central and eastern Europe - to buy 30% of this special company. In a complex arrangement, the EBRD is investing ECU22.7m, 30% of the special company's funds, and taking some of the equity risk as well: "The Bank's equity instrument is a hybrid of: portage - a predetermined Libor-based return, with a put to the sponsors; and real equity - with the outcome depending on actual returns and the market value of shareholding at exit, but carrying some political and regulatory risk. "
  Vivendi is in effect only putting up 9% of the equity - the rest is held by the city council, Berlin Wasser, and the EBRD - all public sector bodies.

In respect of the water privatisation, where 25% was again sold to a consortium, headed by Suez-Lyonnaise, the cost was finally financed by Lyonnaise raising a bond. 

· Debrecen: efficient municipal water company

In July 1995, Debreceni Vizmu (Debrecen Waterworks Incorporated Company) was created as a separate entity from the municipality, with a proper evaluation of assets. The company is now well-established, has financed and carried out major investments, and is operating efficiently.  

The table shows the financial performance of the company in the last two years of operation. Table 6 allows to compare Debreceni Vizmu’s overall performance with that of three Hungarian privatised water companies. Those are Eaux de Kaposvàr and Pécsi Vizmu, both subsidiaries to Lyonnaise des Eaux, and Szegedi Vizmu. Overall, Debreceni Vizmu appears no less efficient than the privatised water companies.
Debreceni Vizmu, comparison with privatised water companies in Hungary, 1998

	Company
	Debreceni Vizmu
	Eaux de Kaposvár 
	Pécsi Vizmu
	Szegedi Vizmu 

	City
	Debrecen
	Kaposvár
	Pécs
	Szeged

	Ownership and control
	Municipal
	Private
	Private
	Private

	Population, ‘000s
	222
	73
	183
	174

	Population served with potable water, ‘000s
	220
	73
	170
	174

	Population served with sewerage, ‘000s
	177
	46
	146
	109

	Length of pipeline, km
	572
	249
	781
	643

	Length of sewer network, km
	337
	131
	365
	309

	Total value of equipment used, HUF million 
	9,647
	2,492
	7,922
	5,685

	Full time labour
	558
	142
	409
	238

	Average monthly wage per capita, HUF
	80,095
	67,093
	74,456
	75,260

	Tariff for water per household, HUF/ccm, 31/12/98
	97
	78
	130
	75.3-73.9

	Sewerage fee per household, HUF/ccm 31/12/98
	60
	52
	77
	53.1-53.3

	Net income from water supply, HUF million
	2,165
	659
	2,114
	1,036

	Total net income, HUF million
	2,343
	727
	2,385
	2,107


(Source: Debreceni Vizmu, 1999)

Debreceni Vizmu, profits, 1997-1998

	
	1997
	1998

	Operational result
	56,994
	201,485

	Result of financial transactions
	-37,323
	-56,701

	Usual contracting result
	19,671
	144,784

	Extraordinary result
	18,188
	3,423

	Pre-tax profit
	37,859
	148,207

	Result according to balance sheet
	34,687
	129,352


Note: ‘000s HUF(Source: Debreceni Vizmu, 1999: 9)
The cost of investments has also been lower than would have been the case under privatisation.

· The relative cost of financing the necessary investments has proved to be much lower under public provision. Investments were in fact determined by Debreceni Vizmu’s management on the basis of an assessment of technical needs, rather than on profit maximisation. 23 kilometres of pipework had been finished by April 1997, at a cost of HUF 320m, equal to 40% of the amount Eurawasser would have spent on the same work.

· the purchase of local supplies rather than French-manufactured equipment, such as meters, has proved more cost-effective. For example, plastic pipes were purchased at 30% less than the French TNCs would have paid, with no transportation costs. As a consequence, the infrastructure had been developed more extensively while prices resulted 75% lower than offered by the private concessionaires. 

B.  Czech republic: takeover battles and price rises

The most marked development in the Czech republic this year has been the trading of shares in water companies in a series of takeovers. This has been driven by two multinationals – Vivendi, which now owns a substantial section of the Czech water industry; and Anglian water, which has surprisingly decided to expand its presence in the Czech republic.

· SCVK - sold by Hyder to Vivendi; control, expansion and prices

There have been changes of ownership in two ventures which involved UK multinationals. SCVK, in northern Bohemia, was partly owned by Hyder; but in August 1998 Hyder sold its main shareholding to Vivendi, which now owns 43% of SCVK. This significantly increases the presence of Vivendi in the Czech republic, especially as SCVK is the most expansionist of the privatised ventures.

The reasons for Hyder selling out are illuminating: Hyder was " disillusioned by ScVK's 1997 results, a Kc105m profit from Kc1.83bn turnover. Metering and economic recession have reinforced Doughty's 1997 mention of "declining consumption rates". More significantly perhaps, tariffs are set by local municipalities, which hold a 34% blocking minority in ScVK and are reportedly keen to restrict further increases." 
.  Thus one factor was SCVK's profit margin falling to just below 6% - a normal enough level by continental European standards, but far below the margins enjoyed by the UK water companies in their own home territories (over 30%).  The other was the local municipalities increasing their shares from 19%  to 34.8%, despite opposition by the local management, in order to exert more influence over prices; to Hyder, this removed the main route to increased profitability.

There is still conflict over control between the dominant multinational – now Vivendi – and the municipalities. In June 1999 Vivendi wanted to cancel the public tradeability of the shares, which would have allowed it to negotiate a private deal to obtain an overall majority, but this was successfully opposed by the municipalities
. Vivendi and the municipalities will now divide the outstanding shares between them.

SCVK’s sales of water in its own area have been  declining – from 117 million m3 of water in1992 to 78 million m3in 1997, and an expected 69 million m3in 1999.  The company has compensated for this in two ways.

· Firstly, prices rises have enabled the company to increase income. Revenue in 1998 was 11% higher than in 1997, despite a 5% fall in consumption. 

· Secondly, SCVK has expanded its own activities by buying shares in other Czech water companies. These are now an important part of SCVK’s profits. In 1998 the company made profits of  Kc115.6m  on revenues of  Kc2.03billion,  so the profit margin is still less than the 6% which so disappointed Hyder. But even this level of profits depended on growth: half of the profits were generated outsideSCVK’s own  water distribution area  

· VAKJC - Anglian increase stake, increase prices.

More surprisingly, the other UK company involved in the Czech republic, Anglian water, increased its stake in VAKJC, the south Bohemian water company, to 62%. In 1997, Anglian had said that it intended to pull out altogether, because the company had performed badly: the city of Ceske Budejovice, the largest in the region, withdrew from the contract and set up a separate company. VAKJC local management in the Czech republic thought that Anglian's contribution was worse than useless. But in February 1999 Anglian increased its stake to 62%, and plans to increase it further to 90%, and has appointed UK directors to the board of VAKJC. 
 

One result of Anglian’s ‘investment’ has been a dramatic increase in the price of water and sewerage. VAKJC  increased water rates to households by 100.7% from 1994 to 1997, nearly double the national average. Following the company’s acquisition of the majority of the equity shares in 1999, water rates to households increased by 39.8%, while sewerage rates to households increased by 66.6%. This is by a long way the greatest increase in the price of water in the country 
 

· SMVaK: Anglian beat Suez-Lyonnaise in takeover battle

In 1999 Anglian also launched a surprising but successful bid for controlling the shares of  SMVAK, a water company in which Suez-Lyonnaise already held over 30% of the shares. In May 1999 Anglian announced that it had won, with 54% of the shares to Suez-Lyonnaise’s 45%. The two companies agreed to cooperate.
 

The battle produced illegal sharedealings– one council was fined because its mayor had sold the same package of shares twice over, once to Anglian and once to Suez-Lyonnaise,
 and the monopolies regulator has complained that the multinationals have not taken the need for consumers to benefit seriously enough. 

· Prague: tenders soon?

The city of Prague has still not invited tenders for its water and sewerage companies. It is expected to do so before the end of 1999. 

C.  Poland

· Bielsko-Biala: municipal water company

The city council of Bielsko-Biala in southern Poland has restructured its water by setting up an arms length municipally owned water company, Aqua SA. The company has obtained World Bank finance for investment purposes. It has been the subject of a detailed case study in a survey of water companies published by the Netherlands environment ministry. 

· Poznan - delayed tenders

For over 2 years reports have claimed that Poznan is on the verge of privatising its water, and in September 1998 it announced that it would invite tenders, with the help of the EBRD.
 The next month it was reported that Berliner Wasser betriebe was being considered to form a joint venture with the city council.
  However, elections took place in October, as a result of which the party which had advocated privatisation saw its support slump. In November 1998, it was unclear if the new administration would proceed with the privatisation plans. 
 In August 1999, however, the city council was once again reported to be inviting tenders.

· Gdansk/Lodz: public and private price comparisons

There have still been no further privatisations of water in Poland since the privatisation of Gdansk water in 1992. In 1998 a comparison between the price levels of the restructured municipal operation in Lodz, and the privatised operation in Gdansk, showed that prices were lower in Lodz.

Comparative prices of water and sewerage, Lodz and Gdansk, February 1998

	
	Lodz
	Gdansk

	Water supply
	0.93
	

	Sewerage
	0.60
	

	Combined
	1.53
	2.41


Note: Zloty per cubic meter, for households

(Source: Solidarnosc)

3.  Developments in other countries in CEE

· Bulgaria

The process of tendering for water concession for Sofia is underway. There was a dispute in May 1999 when two companies complained at being excluded from the shortlist. 

· Romania

The Romanian government has said it plans to privatise energy and water.
 The multinationals are very interested in the privatisation of Bucharest’s water system, but no tenders have yet been issued. 

· Estonia

Tallinn, capital of Estonia, has said it plans to sell a 33% stake in the city’s water company. 

· Russia, St Petersburg

A Swedish-Finnish-British consortium formed by the public sector companies Stockholm Vatten (Stockholm Water), and the City of Helsinki Water and Waste Water Works, and the UK private company Severn Trent is advising on the restructuring and reorganisation of Vodokanal, the St Petersburg water enterprise, which serves seven million people and employs about 10,000.
 

4.  Developments elsewhere in the world

· Africa

There have been a few new privatisations in Africa, but the key country is South Africa. Two small concessions have been offered to private companies, but these and any extensions are being strongly resisted by the South African trade unions.

· Asia-pacific

Some new privatisations have taken place in Thailand and Malaysia. A major battle is taking place over the water in Jakarta, which was privatised (to Suez-Lyonnaise and Thames Water) under the dictatorship of  Suharto. Democratic parties want the concessions scrapped, and a new water workers union has been organising a series of strikes to support this demand.

· Latin America

There has been a ‘new wave’ of privatisations, most notably in Chile. However, in many Latin American countries, including Chile, there is strong political resistance to water privatisation. In Panama, and in most states in Brazil, water privatisation has been successfully resisted so far.

· North America

The two French multinationals, Suez-Lyonnaise and Vivendi, have strengthened their position by major takeovers of US water companies. The system remains overwhelmingly municipal, however.

· Western Europe

There has been very little new privatisation of water in western Europe in the last year. The privatised water companies in the UK continue to be unpopular.

5.  Key issues

· Control 

Especially in joint ventures, there a number of cases of conflict between municipalities and the multinationals. This represents a real conflict of interests. Municipalities usually find themselves at a disadvantage – for example, in most cases the multinational has effective control of the management board, even when it only holds a minority of the shares. 
 Secrecy of contracts is another aspect of this problem.

· Prices

Privatised water and sewerage operations usually bring sharp price rises, often to levels higher than those applied by municipal companies. The experience in central Europe now reflects the same experience in France.

· Finance and investment 

Privatised water companies may not increase the range of investment finance beyond  what is available to municipalities. In any case, municipalities and governments appear to still be required to provide guarantees to private operators against losses or defaults.

· Efficiency of municipal enterprises

The comparative efficiency of municipal enterprises is now demonstrable by reference especially to Debrecen but also to the experiences of Lodz and  Szeged.

6.  The municipal water company: a booklet

PSI and PSIRU are discussing the preparation of a guide to setting up and running a Municipal Water Company. This is intended to show how a public sector water company can meet the objectives of restructuring water and sewerage operations, without the need for privatisation. The outline headings of this booklet are set out below 

1. Why a municipal water company?


A. Public sector is popular


B. Efficiency


C. Service


D. Finance


E. Benchmarking


2. Transitional issues


A. General


B. CEE
3

C. Latin America


D. South(ern) Africa


3. Structure


A. Organisational forms


B. Legal status


C. Corporatisation not privatisation


4. Raising finance


A. Corporatisation and investment finance


B. Surpluses and cross-subsidy


C. Possible external sources of finance


D. Terms of borrowing


E. Accounting requirements


F. Tariffs and cross-subsidy


5. Managing a water company


A. Owners


B. Defined managerial autonomy


C. Employees and trade unions


6. Public accountability


A. Political accountability


B. Users and public


7. Further information


Notes

� ALTERNATIVE POLICIES TO WATER SUPPLY AND SEWERAGE PRIVATISATION: CASE STUDIES  Paper presented at IX Stockholm Water Symposium (9-12 August 1999) Workshop n. 6: Challenges to Urban Water Management in Developing Countries  by Emanuele Lobina & David Hall  PSIRU


� Napi Gazdasag/Vilaggzdasag 15 July 1999, as summarised by reuters 15 July 1999: - Szeged local council is to break with the French concern


Compagnie Generale des Eaux, which operates the city's water


supplier company, possibly leading to a series of lawsuits.


� 20 Oct 1998 HUF 1.5BN SEWAGE TREATMENT PLANT IN SZEGED: MTI-ECONEWS "The new mechanical sewage treatment plant of the city of Szeged (S Hungary), completed through investment of HUF 1.5bn, is to commence one-month of test operations next week, city council official Miklos Nagypal told Econews. The sewage water of the city of Szeged has until now been released into the River Tisza without any preliminary treatment. The new plant, which has daily capacity of 40,000 m3, can mechanically filter almost all of the city's sewage water. To continue the investment project, the city of Szeged is planning to construct a presedimentation and a sludge treatment plant at a cost of HUF 1.5bn in the coming 1-2 years. Following preparations, the tender for this project is expected to be invited in 1999.


To finance the recently completed investment, the city council took out a HUF 700m loan and received government support of HUF 280m. The remaining amount came from the local council's budget. The city's water pipeline network, estimated to be worth HUF 4.5bn, is owned by the city council, which has set up a company, Szegedi Vizkozmu Kft, to operate the network and to provide services. The company is majority-owned by the city council. The French company Vivendi, previously CGE/Generale des Eaux, acquired a 49pc stake in the company, which has registered capital of HUF 300m, and concluded a contract with the city council on providing services for 15 years when the company was privatised in 1994. Net sales revenue for the company, from providing water supply of 11m m3/year and conveying sewage water, was approximately HUF 1.5bn last year. The sewerage system of Szeged currently serves 65pc of the city. The city council is planning to increase this figure to 80-85pc at a cost of HUF 3bn, Mr Nagypal said."





� 09 Sep 1999 HUNGARY TO GET FURTHER EU FUNDS FOR INFRASTRUCTURE


                  DEVELOPMENT.: BBC MONITORING SERVICE Reuter Textline (Q2:26)


 


 


Source: MTI news agency, Budapest, in English 1720 gmt 1 Sep 99


Text of report in English by the Hungarian news agency MTI


Budapest, 1st September: Hungary has good chances to receive support from


the European Union's pre-accession fund, the ISPA, to continue building the


south-east Hungarian M5 motorway between Kiskunfelegyhaza and Roeszke, the


leader of the delegation of the European Commission in Budapest, Michael


Lake, said on Wednesday (1st September), after holding talks with Minister


of Transport, Telecommunications and Water Management Kalman Katona.


The road is of key importance for the EU from the point of view of Yugoslav


reconstruction.


Michael Lake added that from 2000 to 2006, Hungary can submit requests for


an annual euro 50m each from the ISPA fund for transportation and


environmental goals, and agriculture can also receive 50m euros in the


framework of the Sapard Programme.


Katona said the ISPA sub-committee has already approved support for several


Hungarian investments to be launched next year, for instance, for sewage


purification in Budapest, Gyoer (northwestern Hungary) and Szeged


(southern Hungary), and for the reconstruction of the Zalaegerszeg-Boba


(western Hungary), the Budapest-Loekoeshaza (eastern Hungary) and the


Budapest-Hegyeshalom (northwestern Hungary) railway lines.


� 15 Dec 1998 WATER CONSUMPTION CONTINUES TO DROP IN BUDAPEST: MTI-ECONEWS: "Preliminary estimates indicate water sales have fallen a further 3-3.7pc in 1998, as against 1997 and are projected to fall a further 2.5pc in 1999, economic director of the Budapest Waterworks Rt Pal Becker told Econews on Monday. Preliminary figures show the public utility company will close 1998 with losses below HUF 1bn as against the HUF 1.7bn projected in the business plan and the HUF 1.4bn losses of 1997. In order to cut losses, the Budapest Waterworks Rt has proposed a 25pc price rise for 1999, however, the Budapest City Council will consider a 13pc rise at a meeting scheduled for Thursday. If prices rise 13pc, the Budapest Waterworks projects losses of HUF 2.6bn for 1999, Mr Becker said. Household consumers have water fee arrears of approximately HUF 1.3bn, which have remained unchanged in nominal terms in recent years. When the company was privatised, the consortium of the French Suez Lyonnaise des Eaux and the German RWE Aqua acquired a 25pc plus one vote stake as well as management rights for 25 years. The consortium transferred almost its entire holding in the Waterworks into the asset management company Hungariaviz Kft in 1998, with 51pc held by Suez Lyonnaise des Eaux and 49pc by RWE. The Budapest City Council owns 73.6pc of the Budapest Waterworks Rt, which has registered capital of HUF 58.6bn. Hungariaviz Kft holds 23.65pc, with Suez Lyonnaise des Eaux holding 0.87pc and RWE Aqua 0.84pc, and the remainder is held by five local councils. The Waterworks is planning to spend a total HUF 4.5bn on developments in 1999 - about 1pc (30-32) of the entire pipeline network is reconstructed a year, and further projects include continuing the modernisation of the company's SAP-based business management."


� NEPSZABADSAG 16/12/98: "Public utility dues in an average flat in Budapest will be increased by HLIF 230 from January next year. Community members of Budapest, also civil organisations say: Inoreasing of dues is extreme, groundless.City-councilors discuss tomorrow a draft on the 13 per cent increase of dues for water supply. Th. new price suggested for one cubic meter is HUF 76.90. If it is approved, plus HUF 41 per capita wilt be paid for water from January Canal toll will be Increased by 16.7 per cent Increased canal toll per one cubic meter will be HUF 83.10 without VATS Dues for chimney sweeping will be higher by 5 forints. Cleaning of individual chimneys costs HUF 660 per each per year. Dues of remote heating remain as before, in this moment. "Now it is clear that this kind of privatization of the public utilities that management rights are renounced for 25 years, was a mistake", said Mikios Szalka, vice-president of the municipal maintenance committee. He added: "it means that Budapest City has a word in the debate of price increasing, but development was expected from the strong foreign investors. New increasing of fees reflects that Investors do not want to realize technical developments, however Canalization Works of Budapest City prepared a draft of 25-30 per cent Increasing of dues and the main argument among the reasons is the costs of development.  The fact, that the Community received a slightly modest draft, mens that a lower development is expected Unfortunately, today it is clear, that these strong foreign companies do not want to develop from their own capitaI, in contrary, they bring out from this country as much money, as possible from the management fees."


A civil organization, called KEKEC, as it. chairman Ivan Lunger said, Is not convinced, that dues of public utilities must to follow the rate of Inflation, he does not believe that a sharp increasing of duos is necessary. Ho added that the rank-and-tile people couldn't follow the price increasing. The chairman of KEKEC, who is in the same time expert of town maintenance at the 8"' district In Budapest, noticed: big industries, the main consumers of public utilities In Budapest, collapsed in 1992. The staff of public utilities however, has not ben reduced and technical development was not experienced. The inhabitants practically food these giants. Mr. Langer also added, that the state is Interested in higher dues, because 12 per cent as VAT is climbing to the central budget Total sum of the VAT is about 40 bIllion annually, which could be used to reconstruction of utilities if the state does not take away this money.





Increasing dues in percentage in the years of 1994-1998 and a forecast for 1999


100=net dues of 1994


Year	Water	Canalisation


1994	100	100


1995	165	190


1996	170	235


1997	220	300


1998	275	350


1999	300	410"





� 27 Jul 1999 LOSSES CONTINUE TO FLOW AT FOVAROSI VIZMUVEK: MTI-ECONEWS


                  Reuter Textline (Q2:28)


 


 Budapest, July 27, 1999 (MTI-ECONEWS)


Although Fovarosi Vizmuvek (Budapest Waterworks) is operating without an


approved business plan for 1999, the company plans loss of HUF 1.8bn on net


sales of HUF 14.2bn, daily Napi Gazdasag reported on Tuesday. The business


plan was rejected at the latest EGM of the waterworks, because the


Budapest Municipal Council, the majority owner of the company rejected the


premiums of the directors. The company had to pay HUF 250m tax last year,


which is mostly due to the managers' premiums, as the premiums had to be


taxed as profit last year. The waterworks had, however, recorded HUF 1.6bn


in operating losses on net sales of HUF 13.8bn. The business plan proposal


shows HUF 2.7bn in net losses for this year and the company projects a 5pc


decrease in sales income for 1999. The result of financial transaction will


show a HUF 252m loss, as opposed to the HUF 427m financial profit of last


year. The waterworks, which has 204,000 customers, turned out 243m cubic


metres of water last year, although sales totalled only 197m cubic metres,


down 2.7pc on 1997. The company works with a 60-65pc capacity, Napi Gazdasag


added. Investments totalled HUF 3.2bn in 1998, and a HUF 4.1bn is planned


for this year. The first profitable year is planned to be 2001 or 2002. The


company had a registered capital of HUF 58.929bn, and shareholders' equity


of HUF 67.019bn at the end of the last year. The Budapest Municipal


Council has a 74.87pc stake, while RWE Aqua Gmbh - Suez Lyonnais des Euax


has a 25pc plus one vote in the company.


� 


� NEPSZABADSAG 07/12/98: "Data of public interest and secret contracts


 Contracts relating to the handling of self-government assets are not open for everybody, said Ferene Kovago the chief engineer of Central Asset Agency of Budapest City. If somebody wants to have a look to these documents, permission of the contracting bodies is required. Contracts relating to privatization are top secret documents, even we are not able to read them, he added. Officers of this agency can read these documents if expert opinion is requested. This limitation refers to those companies that are owned by the self-government of the City. They are the so-called strategic companies. Certain companies from this group are completing mandatory self-government tasks- They are so important that the City wants to keep them and in case of privatization, majority of shares remains in their hands.





These companies are Budapest Public Transport Company, remote heating, canalization (FCSM) and water supply (Budapest Water Works, BWW). Items relating to these assets can be debated only in closed sessions. That happened with FCSM and BWW. On this base, however they, are public utilities and the capital is taxpayers’ money, everything is handled under secrecy. According to the competent authorities, these documents are confidential items.  Ombudsman of data protection s0id that this issue up to now was not examined. Ombudsman, however, mentioned that there are certain objections with privatization. Ombudsmen also said that such a contract is considered as a document of public interest. If a partner tries to make a business with the state, or local government, he, or she must to undertake the open data handling. It is not clear, whether the public cannot know a contract relatin9 to a public utility. In the office of the ombudsman nobody could state what are those items which open, and what can be handled by secret administration.


Practice shows that public: control is necessary. Mainly because last year in Stockholm at a trade union conference French water supply companies end their activity have been negatively evaluated. Generale des Eaux, which is interested in the privatization of FOSM and Lyonnaise des Eaux, which is partly owner of BWW, are accused with corruption and certain interpenetrating is mentioned between said companies and French local governments. Costs of water supply are higher by 10 per cent in France since privatization since 1992. Companies, according to the report, explain price increasing with investments, however it Is also stated that that no relationship between the two. In Egletons water prices are doubled followed by the privatization, investment however remained in jurisdiction of the local government. In Budapest the management costs at BWW caused indignation. Water and sewerage fees will be increased considerably next year. Trade union leaders said that privatization contracts should be made open for the publicity on one hand and a deep revision is necessary, on the other’ one. Editor’s explanation: The foreign management of BWW received more than I billion forints as extra for the successful work, but the company’s results are negative. The agency that handles the assets in Budapest said that the 1 billion extra payments were legal."





� 22 Sep 1999 WORLD BANK LOAN TO FINANCE SEWAGE PURIFICATION IN HUNGARY:


                  BBC MONITORING INTERNATIONAL REPORTS World Reporter (Q1:12)


 


Budapest, 22nd September: The World Bank will lend 29.6m euros (31.6m


dollars) for sewage purification in Budapest and Dunaujvaros (central


Hungary). The related agreement was signed in Budapest on Wednesday (22nd


September) by representatives of the bank and the two local councils, the


Ministry of Transport, Telecommunications and Water Management told MTI.


The new facilities should considerably lessen environmental harm from sewage


by letting less uncleaned water reach the Danube in line with EU standards


for the environment.


� 09 Sep 1999 HUNGARY TO GET FURTHER EU FUNDS FOR INFRASTRUCTURE DEVELOPMENT.: BBC MONITORING SERVICE Reuter Textline


� 31 Aug 1999 WORLD BANK TO DECIDED ON LOANS FOR SEWERAGE TREATMENT


                  PLANTS.: MTI-ECONEWS Reuter Textline (Q2:36)


 


 Budapest, August 31, 1999 (MTI-ECONEWS)


The World Bank board is expected to make a decision on loans of EUR 29.6m,


to be provided to the city of Budapest and Dunaujvaros to fund the


construction of wastewater treatment plants, Krisztina Kiss, senior


economist at the World Bank told Econews on Tuesday. The Budapest city


council plans to take out a loan of EUR 27.6m, and the city of Dunaujvaros


(50km south of Budapest) expects EUR 2m. One precondition for the approval


of the loans was a government guarantee, which the cabinet granted on August


26. The wastewater plant at Dunaujvaros is expected to cost HUF 2.1bn, and


the project, as a result of which communal wastewater channelled back into


the Danube will fully comply with environmental standards, is scheduled to


be up by January 2001, Zoltan Gal, project manager, told Econews. He added


that industrial wastewater treatment is currently up to the strictest


standards. Aside from its own funds and the World Bank loan, the local


council of Dunaujvaros expects Phare to provide EUR 1.3m and the central


government to grant 30pc of the total project cost. As the agreement on the


share of the government was made in 1996, this could be subject to change,


which in turn would alter the local council's own share too, Mr Gal said.


The main contractor, Del-dunantuli Vizugyi Epito Kft was selected in a two


round international competitive bidding, Mr Gal noted. The World Bank's EUR


27.6m loan is expected to cover 50pc of the project cost in the case of


Budapest, and the EU's Large Scale Infrastructure Facility could add


another 25pc. The rest will be paid by the Budapest Municipal Sewage


Company. The Budapest project is to be completed by mid-2006. It involves


upgrading the North Budapest Wastewater Treatment Plant and upgrading and


extending the South Pest Wastewater Treatment Plant in addition to the


construction of the North Buda Wastewater and rainwater pumping and


collection system. As a result of the investment, 40pc of water in


Budapest will be chemically and biologically treated, as against the


current 20pc.


� Global water Report 4/12/98: "The 1997 part-privatisation of the Budapest Municipal Sewerage Company (FCSM) surmounted another hurdle when it passed a review by the Board of Directors of the European Bank for Reconstruction & Development on 24 November 1998. A 25% (plus one share) stake in FCSM is to be put up for sale in order to bring in an experienced private sector operator to run the company. The stake acquired by the sponsors in FCSM is to be sold to a special-purpose company (SPC). The EBRD will become a shareholder in the SPC, a venture established to hold the equity stake (25 per cent plus one share) acquired by Vivendi (previously Compagnie Generale des Eaux) and Berliner Wasser Betriebe, who between them constitute the venture's official sponsors. The Bank will invest ECU22.7m, representing 30% of the SPC's equity. The sponsors will together hold 70% of the SPC shares. The Bank's equity instrument is a hybrid of: portage - a predetermined Libor-based return, with a put to the sponsors; and real equity - with the outcome depending on actual returns and the market value of shareholding at exit, but carrying some political and regulatory risk. The total cost of the project is currently put at ECU76.6m (#90.5m)."


� 28 Aug 1998 BUDAPEST FINANCING COMPLETE: Global Water Report FT Bus Rep:"The specialist project company Hungariaviz Vagyonkezelo Rt has tapped internationally syndicated commercial finance worth Ft16bn (#73m) to refinance the April 1997 acquisition of a 25% stake in Budapest Water by Germany's RWE Aqua and France's Suez Lyonnaise des Eaux. The 13-year uncovered deal for Hungariaviz - a 51:49 joint venture between Aqua and France's Lyonnaise des Eaux - was completed on 23 July by sole arranger Westdeutsche Landesbank Girozentrale (WestLB) and a roster of participants comprising ABN Amro, Bank Austria Creditanstalt, Bayerische Vereinsbank, Berliner Bank, MKB and Mezobank. An innovative element of the transaction involves the lending fees, which were pegged initially at 1.1 % over German base rates initially, but will switch to a performance-related bracket of between 0.6% and 1.355. Hungariaviz's remuneration structure under its concession contract is also performance-related, based on the improvements achieved on the operating expenditures and cashflow of Budapest Water. Further lending will be required in coming years once Budapest Water has prioritised the rehabilitation agenda for what is Hungary's first privatised water scheme. According to Ulrich Verkamp, head of European infrastructure financing at WestLB, "there is definitely an appetite in the market to finance this type of project in eastern Europe," particularly in major cities in countries such as Romania and Bulgaria. He told GWR that to provide uncovered lending, banks would look primarily at "the country risks and the social acceptability factor".





� Global water report 25 September 1998: " Welsh utilities group Hyder is looking to sell its only equity stake in an overseas water company, a 35.8% holding in the Czech water company Severoceske Vodovody a Kanalizace (ScVK). Hyder, which has retained Dresdner Kleinwort Benson as sale adviser, said on 15 September that its minority position meant "it is not best placed to address the major issues facing the company," which provides water supply and wastewater treatment in North Bohemia Hyder group CEO Graham Hawker termed ScVK "the most efficient water and sewerage operator in the Czech Republic" while a statement said ScVK was a "well run company at a critical stage of development." But Hyder also said: "We are continually examining the performance of our investments and as a result of some shareholder changes over the last 12 months there may be an opportunity to realise shareholder value." Key details are lacking. Asked what price it hoped to achieve for the stake, for which it paid GBP7.25m in 1995, Hyder told GWR the company was "not in a position to speculate" on "commercially sensitive information".


Hyder originally pledged to stay for five years when it took its equity position in the Czech Republic's largest private sector water company, covering a population of 1.1m. Stuart Doughty, then a director, told GWR in October 1997 that SCVK's "core activity is now very successful and needs little attention" (GWR 33, 23 October 1997). Doughty said ScVK's profits increase by 10% each year, but analysts have speculated that Hyder executives, facing an estimated 280% gearing ratio in the UK, were disillusioned by ScVK's 1997 results, a Kc105m (#3.4m) profit from Kc1.83bn turnover.


Metering and economic recession have reinforced Doughty's 1997 mention of "declining consumption rates". More significantly perhaps, tariffs are set by local municipalities, which hold a 34% blocking minority in ScVK and are reportedly keen to restrict further increases. Hawker says: "Our principal focus for investment will be UK private finance initiatives and certain specific overseas opportunities." It is believed the local PPF investment fund is also selling its ScVK stake, which would put around 63% of ScVK on the market. The sale would provide a launch pad for the privatisation of Prague's water services. ScVK runs an operating concession in Prague's suburbs and has majority stakes in two smaller water companies."





� 17 Jun 1999 SCVK SHARES REMAIN PUBLICLY TRADEABLE--AGM: CZECH NEWS AGENCY                   World Reporter (Q1:40)     TEPLICE, North Bohemia, June 17 (CTK)   Shareholders of the Severoceske vodovody a kanalizace (SCVK) water and sewage company decided at an annual general meeting today that the company's stock would remain publicly tradeable, board chairman and CEO Josef Sverma told a press conference after the meeting. A proposal to cancel public tradeability of SCVK shares was made by the strongest owner, the french company Vivendi which holds 43.2 pct of SCVK, and shareholders said it would be on the agenda of an extraordinary general meeting at the end of August. Vivendi's proposal was opposed by communities associated in the Severoceska vodarenska spolecnost company, which owns 34.8 pct of SCVK. A 20-pct block is held by the British firm Hyder Investments B.V., which was earlier SCVK's majority owner. For 1998, SCVK will pay Kc58.4m in dividends from an after- tax profit of Kc115.6m, which represents a dividend of Kc100 per share before taxes. Sverma said earnings were Kc9m higher than foreseen by the business plan, but half of them were generated outside the water distribution area through designing and other services that have been arranged by SCVK. Last year's revenues and trade margins of Kc2.03bn were 11 pct higher than the year before. Water supplies have been showing a downward tendency. While in 1992 SCVK sold a total of 117 million cubic metres, in 1997 the figure totalled 78 million and last year it was close to 74 million cubic metres. For this year, the company projected sales of 71 million but in fact they will reach a mere 69-70 million cubic metres of water supplied. SCVK holds stakes in other water distributors located in Trutnov (east Bohemia), and Mlada Boleslav, Kladno and Melnik (all in central Bohemia).


� 09 Sep 1999 SVAK'S DECISIVE SHAREHOLDERS CLOSE COOPERATION AGREEMENT:


                  CZECH NEWS AGENCY World Reporter (Q1:23)


 


PRAGUE, Sept 9 (CTK) - Decisive shareholders of the north Bohemian water


and sewerage utility Severoceske vodovody a kanalizace (SCVK) have


concluded a long-term cooperation agreement, the Hospodarske noviny (HN)


newspaper writes today.


The French firm Compagnie Generale des Eaux will allow the networks owner


and second most important shareholder to raise its stake in SCVK's share


capital, the paper adds.


The most important shareholders will divide among themselves 20 pct of


SCVK's shares that the British investor Hyder Investments will keep until


next year. None of the parties said at what price the minority stake will be


sold, says HN.


Last year SCVK netted Kc115.6m. Revenues and mark-up amounted to Kc2.03bn,


up almost 11 pct year-on-year. Water sales have been falling, though.


While in 1992 SCVK sold 117 million m3 of water, in 1997 it was only 78


million m3 and last year less than 74 million m3. The fall continues this


year. Sales were planned at 71 million m3 but most probably only 69-70


million m3 will be sold.


SCVK holds stakes in other water and sewerage utilities in Turnov, Mlada


Boleslav, Kladno and Melnik.


� 17 Feb 1999 CSTK ECOSERVICE: "As Vodovody a kanalizace Jizni Cechy (VaK JC) has become the first Czech water management company to be majority-owned by foreign investors, representatives of Anglian Water said today at a press conference. Anglian Water, the biggest of the ten British water management companies, now owns a roughly 62-pct share in VaK JC. For the fiscal year of 1997/1998 Anglian water recorded a turnover of GBP850m, nearly Kc42.5bn. The company's pre-tax profit was Kc13.350bn and capital investments reached Kc18bn. VaK JC's chairman of the board Barrie Parnham said that city and town officials still have yet to approve the continuing sale and that he expects the deal to be closed at the end of April when the company would like to own a 90-pct share. Company CEO Petr Hudler confirmed that Anglian Water has owned more than 30 pct of VaK JC since 1995. It is now buying the shares at Kc2,150. Parnham said that a general meeting will be called after the planned purchase of shares and that Peter Matthews should become the new board of directors chairman. Hudler said that the partnership between Anglian Water and Vak JC will result in improved technical and economic conditions for fulfilling operating contracts and expanding cooperation with cities and towns in investing in water management equipment. The joint goal of VaK JC and the foreign investor will be to sign more contracts with towns. To date the company has closed 101 such deals.


The company, whose last year turnover showed a yr/yr growth of Kc27m to Kc1.121bn, currently provides water to 330,000 citizens. There biggest competitor is as1.JVS who took the place of VaK JC as Ceske Budejovice's water provider in 1997, resulting in a Kc300m drop in revenues for Vak JC as well as a cut in the workforce to the current 1,194 people."


� Pavel Ruzička (1999) Water Supply and Sewerage Systems. Water Supply and Sewerage Systems Section of the Wood, Forestry and Water Industries Workers Trade Union, Czech Republic.





� 4**19 May 1999 ANGLIAN WATER GAINS MAJORITY IN SEVEROMORAVSKE VODARNY: CZECH


                  NEWS AGENCY World Reporter (Q1:52)


 


   OSTRAVA, North Moravia, May 19 (CTK)


The British Anglian Water company has gained a 53-pct majority stake in the Severomoravske vodovody a kanalizace water and sewage company (SmVaK), Milan Srb of Anglian Water's media representative A agency told CTK today.


SmVaK is the second largest producer and distributor of drinking water in the Czech Republic.


Anglian Water already owns a majority of 92.7 percent in the South Bohemian Vodovody a kanalizace Jizni Cechy water and sewage company (VaKJC).


The British company has thus dominated the North Moravian company, beating out the competing French Suez Lyonnaise Des Eaux company, which also bought SmVaK shares from North Moravian cities and municipalities in April and May.


The struggle for dominating SmVaK started on April 19, when Anglian Water representatives said they held a controlling package of some 48 percent in the company, for which they had allegedly paid some Kc1.4bn to a number of


North Moravian cities and municipalities.


One day later, the Lyonnaise Des Eaux management announced the company held 45 percent of SmVaK.


According to VaKJC board vice-chairman Robert Pergl, both foreign companies agreed to tentatively cooperate with each other. The British company should start negotiations with the minority owner soon.


"Nothing important will probably happen prior to the annual general meeting on June 17, at which we want to appoint one or two people to the SmVaK board. At the moment, we are not considering personnel changes in the company management either," Pergl told CTK today.


The company, operating in the districts of Frydek-Mistek, Karvina, Novy Jicin and Opava, ended last year with a net profit of Kc126.347m on revenues of Kc1.008bn. This year the firm plans to generate a gross profit of some Kc146m on revenues of Kc1.216bn.





SmVaK supplies water to approximately 860,000 people. The firm owns around 3,900 kilometres of water supply networks, 23 water treatment plants and 334 water reservoirs. Sewage water is treated in 40 sewage disposal plants.


SmVaK has share capital of Kc3.336bn and employs 1,220 people.


� 03 Jun 1999 REGIONAL COMMERCIAL COURT FREEZES PART OF SMVAK SHARES: CSTK                   ECOSERVICE Reuter Textline (Q2:39)      OSTRAVA The Regional Commercial Court in Ostrava has decided to freeze 17,196 shares of the Severomoravske vodovody a kanalizace water and sewage company (SmVaK), which had been sold twice, Milan Srb of the A Agency told CTK today. A agency is the media representative of the British Anglian Water company, which filed the complaint, as the blocked shares had been purchased illegally for Anglian's French competitor, Suez Lyonnaise des Eaux. The stake in question represents some 0.5 percent of SmVaK's share capital. The package, which was formerly held by the city of Rychvald, was to be sold to Anglian Water on the basis of a contract signed by Rychvald mayor Jiri Absolon on April 14. According to the company, he failed to meet obligations stemming from the properly concluded contract. 'On April 19 he cancelled the order registered at the Central Securities Registry on the same day for a pre-sale validation-blocking of 17,196 shares, and on April 28 he transferred the shares to the Patria Finance company,' Srb said. In exlaining its ruling for an injunction, the court stated that Rychvald mayor Absolon had sold 17,196 SmVaK shares twice, having first made out a proper contract with Anglian Water, on the basis of which he had to transfer the shares to the company. 'Therefore, after April 14 he could not execute his ownership rights to these shares,' Srb remarked. The British company has now filed charges against the mayor at the North Moravian Regional Investigation Office in Ostrava for suspected offenses related to not observing his duties while supervising the property of another and fraud. 'The mayor of Rychvald has caused the city much detriment, because failure to abide by a contract results in a fine of Kc1.547m. Also Anglian Water, which has suffered unspecified damage, will require compensation,' Srb said. In spite of the frozen 0.5-percent stake, Anglian Water gained a 53-percent majority in the second largest Czech producer and distributor of drinking water. The company has thus dominated the North Moravian company beating out competing Suez Lyonnaise des Eaux, which had bought some 45 percent of SmVaK shares from North Moravian cities and municipalities in April and May.


� 93**03 May 1999 FIRMS SEEKING CONTROL OF SMVAK UNDERESTIMATE LEGAL


                  DEMANDS-UOHS: CZECH NEWS AGENCY World Reporter (Q1:46)


 


   BRNO, May 3 (CTK)


The anti-monopoly UOHS office demands that foreign firms interested in acquiring a controlling share package of the Severomoravske vodarny a kanalizace (SmVaK) water and sewage company prove the advantages the potential merger will have for consumers, UOHS spokesman Kristian Chalupa


has said.


He told CTK that the firms underestimate or ignore requirements set by the law, offering just general advantages of the acquisition.


SmVaK represents a mixed form of ownership, Chalupa said, adding that one company is both the operator and owner of the water and sewage infrastructure, with a single regional water and sewage price which is at a lower level in the framework of the Czech Republic.


The UOHS is entitled to ask the winner to meet the obligations it had offered, which will be beneficial to consumers. The office will allow the merger only if the strategic partner proves the preponderance of advantages over disadvantages for economic competition.


Two foreign firms, namely Anglian Water of the UK and rival Suez Lyonnaise Des Eaux of France, started to buy out the shares of SmVaK small shareholders.


The two companies currently own over 40 pct of shares each of the second biggest producer and distributor of drinking water in the Czech Republic.


SmVaK supplies drinking water to some 860,000 residents and operates roughly 3,900 km of water pipelines.


According to the public proposal for the purchase of shares having a nominal value of Kc1,000 apiece, Anglian Water offers Kc600 and Suez Lyonnaise Des Eaux Kc800 per share.


The duel for dominating SmVaK started in mid-April, when representatives of Anglian Water said they were holding a controlling interest in SmVaK of as much as 48 pct of shares. They allegedly paid around Kc1.4bn for the shares


to north Moravian municipalities that had been holding them.


� Warner, J., Stangret, P., Schwartz, K. & Braadbaart, O. (1999) The Public water PLC in Poland: the case of AQUA S.A., in Blokland, M., Braadbaart, O. & Schwartz, K. (Ed.) Private Business, Public Owners – Government Shareholdings in Water Enterprises. Published for the Ministry of Housing, Spatial Planning and the Environment of the Netherlands: 169-180.





� 11 Sep 1998 PREQUALIFICATION CALL FOR POZNAN: Global Water Report " The City of Poznan is to privatise its water and wastewater services and is calling for potential bidders to submit notice of their interest in bidding for a project expected to involve some DM250m (#145m) in fresh investment.


Under a resolution passed by the City Council on 8 June, a private sector company is being sought by international competition to take a majority share in a new service company to run Poznan's water and wastewater system, with the City of Poznan retaining a minority stake.


The City of Poznan envisages what amounts to a concession agreement and has intimated it will probably last for 25 years. The European Bank for Reconstruction and Development (EBRD) is providing assistance in choosing consultants for the project and will advise bidders that EBRD financing will be available. The City of Poznan's own commitment to the concept of private sector participation can be determined by the fact that its call for companies to prequalify for actual management, operation and investment in a system serving some 660,000 people is being made in advance of its final choice of consultants for the project.


Flexible negotiations Poznan's water and wastewater system is currently operated by Poznanskie Wodociagi i Kanalizacja (PWiK), which since 1997 has been a limited liability company fully owned by the City of Poznan. PWiK currently supplies around 50mcm a year, providing 95% of water supply and 95% of the sewerage requirements of Poznan and six adjoining municipalities. Industry accounts for about one-fifth of demand. PWiK's current income is around 100m Zlotys (about #26m), its asset value is about 320m Zlotys (c. #84m) and it employs almost 1,000 people. The PWiK network comprises three central sewage treatment plants, 90,000cm of water storage, a 1,400-km pipe network and both combined and separate sewer systems.


The tender documents refer to a 25-year concession agreement. This may be subject to some modification in terms of both the length and general structure of the contract under which the projected service company will operate. The City still seems flexible on the contract's length, though it does envisage a term of 20- to 25-years - and although what is on offer in practice amounts to a concession, it may not formally be styled a concession contract under Polish law. The contract will provide for the service company to have full responsibility for investment, financing, renovation and operation and management. Bidders are being asked to furnish investment plans and financing packages in their tenders. All loans from such institutions as the EBRD would be made direct to the service company, with tariff revenues, which would be owned by the service company, serving as primary security for such loans.


A full advisory team for the privatisation is expected to be in place by mid-November, with consultancy services partly being funded by the EU's PHARE programme. The EBRD has already arranged for a group of consultants led by Booz Allen Hamilton (Poland) to work with the City of Poznan on various alternative approaches to private sector participation, including identification of key issues and a preliminary conceptual design for the privatisation process. In addition, EBRD financing for the actual project is available.


The prequalification date is 21 September 1998, to be followed by a competitive tendering process and then final negotiations (for formal procedure details, see TENDERS section page 15)."


� 11 Oct 1998 POZNAN WATERWORKS TO PARTNER WITH BERLIN FIRM: POLISH PRESS AGENCY World Reporter (Q1:17)  Poznan, Oct. 11: Berlin's waterworks (Berliner Wasser Betriebe - BWB) are considering buying a 49-perent stake in the Water Mains and Sewage Company in Poznan. BWB's spokesman in Poland Hans Schaffarczyk said the company was also interested in buying into waterworks operating in other Polish cities. With 190 million DM in profits for 1996, Berliner Wasser Betriebe is Germany's largest water mains and sewage treatment enterprise.


� 20 Nov 1998 POZNAN TO NAME CONSULTANT: Global Water Report  "The city of Poznan is expected to choose a consultant for its water privatisation process in the next few weeks. However prospects for an announcement as soon as early December may have been affected by the recent local elections. These saw the Freedom Party, which provides the current mayor and which introduced the privatisation plans, slump to third place. A new city executive, together with a new mayor, was in the process of formation as of 10 November.


Prospective bidders for the consultancy contract had been due to submit proposals by the end of October, but the date was changed to 13 November because some companies had difficulty making visits to Poland during the elections.


All the major international water companies are expected to be included on the prequalification list to be issued in mid-November. Poznan is the first Polish city to introduce a water and wastewater concession and is widely seen as a model for further Polish privatisations".


� 14 May 1999 CONCESSION COMPETITION ON SOFIA WSS RE-RUN?THE ENGLISH


                  COMPANY AZURIKS AND THE FRENCH SOR INTERNATIONAL ARE


                  DISPLEASED WITH THE RESULTS OF THE COMPETITION ON THE


                  CONCESSION OVER THE SOFIA WATER-AND SEWERAGE SYSTEM /WSS/,


                  DEPUTY MAYOR IVAN GENOV SAID. BOTH: PARI DAILY World Reporter


                  (Q1:39)


    BY EVDOKIA DIMITROVA


 


SOR however has forwarded its objections to the EBRD and Price Waterhouse


Coopers instead to the tender panel and for this reason the objection might


remain unanswered. Azuriks /ph/ has approached mayor Stefan Sofianski who


has the power to summon the panel and require justification of their


decision. members of the municipal council explained that the French


candidates have applied in consortium with the local Technoexportstroy - a


company bearing a debt burden of BGL 90 billion and this might have been the


reason for the disqualification.


All the four companies which qualify for the next round have already


confirmed their further participation in the competition. The Sofia city


hall is now waiting financial proposals from Suese Lionnais des Oux,


Vivendi-Marubeni, Berlinerwasser and International Water. The current


framework envisions that a minimum of USD 150 million have to be invested in


the first 8 concession years and the tariff of the utility to reach USD 0.35


about the end of the third year. However, in case some of the candidates


offers a much higher level of investment, the municipal council might rise


the investment ceiling.


� 11 Mar 1999 ROMANIAN PRIVATIZATION HEAD VIEWS SELLING OF UTILITIES TO


                  FOREIGN INVESTORS: BBC MONITORING INTERNATIONAL REPORTS World


                  Reporter (Q1:38)


 


 Bucharest, 11th March: In an interview with the `Adevarul' paper put out on


Thursday 11th March, the chief of the State Ownership Fund (FPS, Romania's


main privatization agency), Radu Sarbu, said it was necessary to privatize


water and power utilities, two sectors that hunger for large investments


in both acquisition and maintenance. Shifting the two sectors into private


hands could earn Romania 5bn dollars in returns, Radu Sarbu said.


Companie Generale des Eaux, Electricite de France, Trizech Corporation


Toronto and several big companies from Italy have expressed intention to buy


stakes in these utilities.


The FPS chief underscored that Romania's privatization strategy for the


water and power domains has been so drafted to avoid making strategic


problems to the national security. He said the sell-off would involve only a


part of the production. On this he cited the thermal-power centres, but


ruled out the hydro-power stations and nuclear plants.


Sarbu said the distribution network would be sold, too, but power


transportation would remain under the state's monopoly. He said a state-run


watchdog would be established to supervise and control fluctuation of prices


in the field.


� 3 Apr 1999 FRENCH OFFER FOR BUCHAREST WATER REGIE: ROMANIAN BUSINESS


                  JOURNAL World Reporter (Q1:31)


 


 Generale des Eaux (Vivendi), one of the foreign companies which made


offers for the privatization of Bucharest General Water Regie, is ready to


invest one billion dollars in 25 years. The investors prefer leasing as it


will have only to manage the unit. The main condition is its fastness and an


acceptable water price for the consumer. After the 25 years, the French


company remains only with the maintenance of drinking water network and


treatment of residual waters.


� 08 Jul 1999 WATER UTILITY FOR SALE: NEWSBASE CENTRAL EUROPE DAILY World


                  Reporter (Q1:32)


 


 The city of Tallinn plans to sell Tallinna Vesi (Tallinn Water Co) water


utility in a limited competition of bids to one of the five companies that


have so far shown interest in acquiring a stake in the firm.


Under a bill to be handled by the Tallinn City Council on Tuesday, five


companies which have shown interest in a strategic holding in Tallinn Water


Co can take part in bidding for the shares.


The five companies are Germany's Berliner Wasser Betriebe, Britain's


Severn Trent Water International and Wessex International Water Services, as


well as France's Northumbrian Lyonnaise Inernational and Generale des Eaux.


According to the Tallinn Water Co privatisation plan, the stock capital of


the company, which is currently fully owned by the City of Tallinn, must be


extended by 150 million to one billion kroons, upon which a stake of 33 per


cent in the company must be separated, making it possible to at least partly


cover the company's 1.4 billion kroon investment requirement.


Under the draft, the starting price of the shares in Tallinn Water Co is


their face value or ten kroons per share.


� 28 Aug 1998 ST PETERSBURG TACKLES POLLUTION: Global Water Report   "A Swedish-Finnish-British consortium formed by Stockholm Vatten AB, (Stockholm Water), the City of Helsinki Water and Waste Water Works and Severn Trent Water International has signed a co-operation agreement to assist the restructuring and reorganisation of Vodokanal, the St Petersburg water enterprise, which serves seven million people and employs about 10,000.  Vodokanal, which has already started modernising its technical facilities to fulfil EU requirements for drinking water by the year 2015, is planning large investments in water works, wastewater treatment plants and pipe networks. Financed mainly by the European Bank for Reconstruction and Development (EBRD), these investments are conditional upon a considerable improvement in the operational performance and the financial sustainability of Vodokanal.


That is where the support of the European consortium comes into play.


According to the contracts signed on 12 August at the Stockholm City Hall by Vodokanal's director general Felix Karmazinov, a total amount of SEK30m (around #3.5m) will be spent on this project by Swedish Sida, Finland's Environment Ministry, Britain's Department for International Development and the KnowHow fund. The EBRD has provided separate funding to the UK consultant, Mott MacDonald, for procurement work.


Mr Karmazinov, who emphasised Vodokanal's commitment to complete the project by the set deadline of 2001, also remarked the important role that this agreement will play in developing vital basin-wide cooperation in the sensitive Baltic Sea area, which suffers, in particular, from pollution from St. Petersburg.


Stockholm Water already has a #120m project for the cleanup of Riga in Latvia, and there are various partnerships involving Stockholm Water and Helsinki Water to aid clean-up operations in Estonia and Lithuania.


The division of work in the project was agreed by the contracting parties.


Stockholm Water will develop strategies to limit water demand and consequently adjust the need for wastewater treatment. Water consumption in St Petersburg currently amounts to approximately 670 litres per person, around four times the average consumption in Stockholm and other European cities. Stockholm Water will also develop IT strategies, through the work of Swedish company Enator.


Helsinki's water responsibilities include the development of Vodokanal's personnel and finance administration, as well as leadership development and the arrangement of training schemes. Helsinki Water is not new to co-operation with the St Petersburg water authorities. The first agreement of this kind with Vodokanal was signed in 1995.


Britain's Severn Trent Water International, one of the largest water companies in the world, will lead the project and assist with the development of water tariff systems, invoicing, economy and reporting.


� See PSPRU Paper "Water Concessions: Ownership, Control and Regulation" (August 1997)
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