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The proposal for the transitional free allocation for

the modernization of electricity production would

in practice make it possible only for €EZ, as the strongest
energy producer on the Czech market, to qualify for

free carbon credits after 2013, according to analysts.

v SANJA KUPRESAK

he free carbon eredit made
by Martin Riman (Civic Democrat,
ODS) and Milan Urban (Social De-
mocrat, CSSD) st conditions for Czech
msr producers to get most of their car-
allowances for free after 2013, but
CEZ's competitors are crving foul, saying
that the amendment was made to measure
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for CEZ. Moreover, as the European Com-
mission (EC) has not issued rules on trad-
ing earbon emission credits—expected by
the end of this year—there can be no
guarantee that the plan proposed in the
Czech Partiament will meet all the criteria.

Jan Fousek, country manager for the
Czech Republic and Slovakia at Dublin-
based investment firm Carbon Ware-
house Int. and a partner at emission-

trading focused investment banking firm

: Pravda Capital in Prague, told CEW that

this is a serious problem of the Czech leg-
islative process and a typical example
CEZs power to influence the Czech polit-
ical seene. “No member of our Parliament
is willing to support such a proposal from
CEZ publicly, but most of them vote for it.
It only shows that Czech officials are
somehow, and you can imagine how, linked
ta CEZ" he added. Fousek explained that
if the ministry wanted to draw up an ef-
fective proposal that would take the envi-
ranmental impact into account, they could
credte a public initiative by inviting other
companies, including those outside of the
electricity sector, to help prepare the draft,
Furthermore, it would also be an im-
provement if they would peopose it publicly
#s a single bill as opposed to concealing it
in another legislative proposal. “This pro-
posed bill is not in aceordance with the Ky-
oto protocol, post-Kyoto negotiations and
especially the FU Emission Trading Scheme
(ETS), neither from CEZ, which is the
biggest polluter in the Czech Republic, nor,
which is much worse, from the Czech Par-
linment’s officials” Fousek said.

The proposal asks for u list of new
technologieal installations that are pre-
dicted to be in operation from 2013 to 2020
and that were already in operation by the
end of 2008. However, the proposal pro-
vides free allowances only to those com-
panies that submit an investment plan to
modemize technology by the end of March
next year, and a significant proportion of
the investment must be made by the end
of 2011, In dealing with encrgy-climate
packige of the European Union, Czech pro-
ducers fought last year for the ponibili?-
of allocating emission permits for free af-
ter 2013. While in Western Europe pow-
er producers have to auction all allowances
as of 2013, in the Czech Republic it can be
arranged by law up to seven years later.

EZs competitors are mainly con-
cerned with the speed with which the ap-
plication is received in Parliament. Fur-
thermore, the united support of both the
ODS and CSSD on the issue also raises
some questions,

Deadline removes competitors

Radek Stavél, director of corporate com-
munications and human resources at
Czech Coal, told CEW that this is quite a
quick and surprising move in the Parlia-
ment, especially considering that the EUs
guidelines how to proceed with the ETS
have not been issued yet. Moreover, nobody
discussed |t with energy industry associa-
tions, which should be standard procedure
when preparing a law.

The other power companies probably
would not have time to submit the required
investment plans by the end of March 2010
and carry out much of the investment in




new ies by the end of 2011, so they
wouald have to buy carbon eredits after 2013,
Industrial in the region may now

Lompanies

find it hard to raise the necessary fiunds be-
cause of the crisis, which may also force
many to limit their investments in cnvi-
ronmentally friendlier technologies,

Marek Hatlapatka, head of research at
Broo, Sonth Moravia-based brokerage
Cyrrus, said that with this proj cvery-
body will have the same itions. The
problem s the March 2010 deadline for
projects of technological modernization,
“There are not many companies that are
ahle to do so in such a short period. On the
mmmsqnmwﬂm-mm
of course one can have some doubts if' it is
fair to give such a short time for projects
to be done. CEZ is now in the middie of a
very high investment period, with many
projects of modernization of their portfo-
Tk in the process ind this can be some ad-
vantage for them,” he explained.

Annlymn&uupemwmnadﬁng
service Point Carbon estimate thit the per-
mit for one ton of CO2 will cost €30 in 2013

campares with the present price of €13 (K&
m)mmmﬂ%m
would huve to buy allowances for roughly
K¢ 2 billion annually,

“The obligation to spend 50 pereent of
investments before 2012 could create mar-

ket distortions and strong companies
could possibly profit from this” said Jifi
Vecka, an expert from the Czech Ministry
of the Environment.

At the end of last year CEZ started lob-
bying in the media by telling news agency
Reuters that the EU plans to make ener-
& companies buy their emission permits
at auctions from 2013 on would delay in-
vestments in the power sector and put net-
works at risk. Companies now get mast of
their permits for free, but the EC an-
nounced plans that from 2013 they would
be required to buy them at asctions, which
would raise revenues for governments
and increase utility costs. EU leaders are
hoping to reach a deal on the new climate
policy, including the auctions of pollution
permits, at 2 summit in in De-
cember.

Petr 'Nmk, an analyst at Czech bro-
kerage firm Atlantik finanéni trhy, said

that this is making calculations
based on unclear conditions, as they come
before the BC energy-climate package. “Tf
Parliament it, it can be revoked

after the EU finishes the emission trading
law. The Ministry of the Environment ex-
pected that in 2013 the Czech energy sec-
tor will have to auction approximately 46
percent of the total amount of emission al-
lowanees, not 30 percent as was estimat-

ed hefore, because not everyone can reach
those investment goals,” Novik said. He
clarified that savings and investment are
hard to caleulate if' nobady knows the
price of earbon in the future. *It depends
mgammmz:r(mmm
still got a capital expenditurcs
and they are planning to spend a lot of
maoney in investments for renewable [en-
ergy] over the next three years” he con-
cluded.

The Czech Republic continues to own &
mujority stake of about 64 percent in CEZ,
which dominates of the Czach generation
market with a 74 percent shire, Within the
overall targets of reducing greenhouse gas
emissions by 2020, the 27 EU nations
have agreed to bring renewable p
uunpmzopmdﬂnmhlandm
20 percent energy savings. The Czech Re-
public is expected to maise its share of re-
newable souroes to 13 by 2020, from
the current level of about 5 percent.

British power producer International
Power refused to comment on the new pro-
posal despite that it could significantly re-
duce the sales value of their Czech assets,
*ltis too for us to comment on the leg-
iskation to which you refer, o5 it has not vet
been finalized,” said Beth Akers, financial
communications manager at Internation-
al Power. B

The Czech Businesswomen Award — OCP

Paiy advestsernen ———————=

At the end of May, Agentura Helas and the company Mazars announced
the second year of the competition The Czech Susinesswomen Award
(Ocentni Ceskych Podnikatelek — OCP) This competition was tounded
to support Czech businesswomen. It enables appreciating women

as personalities and points at significant projects or innovations

in various fields, which the Czech firms under their conduet bring

anto the Czech or European market.
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Rakowd, MBA, the draciees of Esthd - The
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