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1. Unbundling of Utility Companies in Poland

Vertical Separation: The unbundling of utility companies in Poland is a significant regulatory
measure aimed at fostering a competitive and transparent energy market. This process involves the
separation of the following activities within vertically integrated utility companies:

1. Generation: The production of electricity from various sources such as coal, gas, nuclear,
and renewables.

2. Transmission: The high-voltage transfer of electricity from power plants to substations.

3. Distribution: The delivery of electricity from substations to end consumers through lower-
voltage networks.

4. Supply: The sale of electricity to end consumers, including households and businesses.

Objectives and Benefits:

Promoting Competition: By mandating the separation of these activities, the Polish government
aims to create a level playing field where multiple companies can compete fairly. This reduces the
risk of monopolistic practices and encourages innovation and efficiency within each segment of the
energy market.

Preventing Anti-Competitive Practices: Vertical separation helps to prevent conflicts of interest. For
example, a company that controls both generation and transmission might otherwise prioritize its own
electricity over that of competitors. By separating these functions, the market becomes more
transparent and fair.

Enhancing Efficiency: Specialized companies can focus on their core activities, leading to improved
operational efficiency. For instance, a company dedicated solely to transmission can invest in and
manage the grid more effectively than a vertically integrated company with diverse interests.
Regulatory Framework

Poland’s unbundling policy is in line with the European Union’s Third Energy Package, which
requires the separation of energy supply and generation from network operations. This EU directive
aims to enhance competition and consumer choice across the European energy market.
Implementation

The implementation of unbundling in Poland involves several key steps:

e Legal and Functional Separation: Utility companies must establish separate legal entities
for their generation, transmission, distribution, and supply activities. This ensures that each
entity operates independently and without undue influence from the others.

e Accounting Separation: Companies are required to maintain separate accounts for each
activity to ensure transparency and prevent cross-subsidization.

e Regulatory Oversight: The Energy Regulatory Office (URE) monitors compliance with
unbundling requirements, ensuring that companies adhere to the rules and that the market
remains competitive.

Challenges and Considerations

Complexity of Restructuring: Unbundling requires significant restructuring of existing companies,
which can be complex and costly. Companies must navigate legal, financial, and operational
challenges to comply with the regulations.



Resistance from Established Players: Some established utility companies may resist unbundling due
to the potential loss of market power and control over the supply chain. Regulatory authorities must
address these concerns while ensuring compliance.

Need for Robust Regulation: Effective unbundling requires strong regulatory oversight to prevent
anti-competitive behavior and ensure that the benefits of competition are realized. This includes
monitoring market activities and enforcing compliance with unbundling rules.

Impact on Consumers

Increased Choice: Consumers benefit from increased choice as multiple suppliers compete for their
business. This can lead to better service and more competitive pricing.

Improved Service Quality: With specialized companies focusing on specific activities, the overall
quality and reliability of electricity supply can improve.

Transparency and Fairness: Unbundling promotes transparency in the energy market, ensuring that
consumers are treated fairly and that prices reflect the true cost of supply and distribution.

2. Renewable Energy Support in Poland

Poland has implemented several mechanisms to support the development of renewable energy
sources, focusing on feed-in tariffs and auction systems. These mechanisms aim to promote the use
of renewable energy, reduce greenhouse gas emissions, and enhance energy security.

Feed-in Tariffs (FIT)

Definition: Feed-in tariffs (FIT) provide renewable energy producers with a guaranteed fixed price
for the electricity they generate and feed into the grid. This price is typically set above the market rate
to encourage investment in renewable energy technologies.

Implementation: In Poland, the FIT system is designed to support small-scale renewable energy
installations, such as biomass, biogas, and small hydroelectric plants. The tariffs are set for a fixed
period, providing long-term financial stability for investors.

Advantages:
e Predictability: Investors receive a stable and predictable income, which reduces financial
risk.

e Encouragement of Small Projects: FITs are particularly beneficial for small and medium-
sized renewable energy projects, which might struggle to compete in larger auction systems.

Challenges:
e Cost: The guaranteed prices can lead to higher costs for consumers if not managed properly.
e Market Distortion: Over-reliance on FITs can distort the energy market by providing
disproportionate support to certain technologies.
Auction Systems
Definition: Auction systems involve competitive bidding processes where renewable energy projects
compete for contracts to supply electricity at the lowest price. The government sets a target capacity,
and developers submit bids indicating the price at which they can deliver the required energy.



Implementation: Poland has adopted auction systems to allocate support for larger renewable energy
projects. These auctions are technology-neutral, allowing various renewable sources to compete on
an equal footing.
Advantages:
e Cost-Effectiveness: Auctions can drive down costs by encouraging competition among
developers.
e Transparency: The competitive nature of auctions ensures that support is allocated in a
transparent and fair manner.
Challenges:
e Complexity: The auction process can be complex and resource-intensive, potentially
deterring smaller developers.
e Uncertainty: Developers face uncertainty regarding the outcome of the auction, which can
affect project planning and financing.
Recent Developments
Poland has made several amendments to its renewable energy support schemes to enhance their
effectiveness. For instance, the government has extended the auction aid scheme until 2027 and the
FIT system until 2024. These extensions aim to provide continued support for renewable energy
projects and ensure a stable investment environment.
Impact on Renewable Energy Growth
These support mechanisms have significantly contributed to the growth of renewable energy
in Poland. By providing financial incentives and reducing investment risks, Poland has seen an
increase in the deployment of renewable energy technologies, contributing to its energy transition
goals.

3. Consumer Protection and Rights in Poland

Polish law provides a robust framework to protect consumers in the energy market, ensuring
they have access to fair, transparent, and reliable services. Here are the key aspects of consumer
protection and rights in Poland:

Right to Choose Supplier

Freedom of Choice: Consumers in Poland have the right to choose their energy supplier. This means
they can select from various companies offering electricity and gas services, allowing them to find
the best deals and services that meet their needs. This choice promotes competition among suppliers,
leading to better prices and service quality.

Right to Fair Pricing

Transparent Pricing: Energy suppliers are required to provide clear and transparent pricing
information. This ensures that consumers understand the costs associated with their energy usage and
can compare different offers easily. Suppliers must also inform consumers about any changes in
pricing in a timely manner.



Regulated Tariffs: For certain consumer groups, such as households and small businesses, the
government regulates tariffs to protect them from excessive price increases. This regulation helps
ensure that energy remains affordable for all consumers.

Right to Timely Service

Reliable Service: Consumers have the right to receive reliable and uninterrupted energy supply.
Utility companies are obligated to maintain their infrastructure and respond promptly to any service
disruptions. In case of outages, companies must provide timely information and updates to affected
consumers.

Complaint Resolution: Consumers can file complaints if they experience issues with their energy
supply or billing. Energy suppliers are required to address these complaints promptly and effectively.
If a resolution is not reached, consumers can escalate their complaints to the Energy Regulatory
Office (URE), which oversees the energy market and ensures compliance with consumer protection
laws.

Additional Consumer Rights

Access to Information: Consumers have the right to access comprehensive information about their
energy consumption, billing, and contract terms. This transparency helps consumers make informed
decisions about their energy usage and supplier choices.

Protection Against Unfair Practices: Polish law protects consumers from unfair commercial practices,
such as misleading advertising or aggressive sales tactics. Suppliers must adhere to ethical standards
and provide accurate information about their services.

Energy Efficiency Programs: Consumers are encouraged to participate in energy efficiency programs
that help reduce their energy consumption and lower their bills. These programs often include
incentives for adopting energy-saving technologies and practices.

Support for Vulnerable Consumers

Social Tariffs: Vulnerable consumers, such as low-income households, may be eligible for social
tariffs or other forms of financial assistance to help them manage their energy costs. These measures
ensure that all consumers have access to essential energy services.

Energy Poverty Initiatives: The government and various organizations work together to address
energy poverty, ensuring that all citizens can afford adequate heating and electricity. Initiatives may
include financial support, energy efficiency improvements, and educational programs.

Regulatory Oversight

The Energy Regulatory Office (URE) plays a crucial role in protecting consumer rights. It monitors
the energy market, enforces regulations, and ensures that suppliers comply with consumer protection
laws. URE also provides resources and support for consumers, helping them understand their rights
and navigate the energy market.

4. Grid Modernization in Poland

Grid modernization is a critical component of Poland’s energy strategy, aimed at enhancing
the efficiency, reliability, and resilience of the electricity and gas delivery systems. The Polish
government has introduced various investment incentives to support these efforts.

Objectives of Grid Modernization
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Improving Efficiency: Modernizing the grid helps reduce energy losses during
transmission and distribution, leading to more efficient energy use.
2. Enhancing Reliability: Upgrading infrastructure ensures a more reliable supply of
electricity and gas, minimizing outages and disruptions.
3. Integrating Renewable Energy: A modern grid can better accommodate renewable energy
sources, such as wind and solar, which are variable and decentralized.
4. Supporting Smart Technologies: Modern grids can incorporate smart technologies that
enable better monitoring, control, and management of energy flows.
Investment Incentives
Government Grants and Subsidies: The Polish government offers grants and subsidies to utility
companies and other stakeholders to invest in grid modernization projects. These financial incentives
help offset the costs of upgrading infrastructure and adopting new technologies.
Tax Incentives: Companies investing in grid modernization may be eligible for tax breaks or
deductions. These incentives reduce the financial burden on companies and encourage investment in
modernizing the grid.
European Union Funding: Poland also benefits from funding provided by the European Union for
energy infrastructure projects. These funds support the development of a more integrated and resilient
energy grid across Europe.
Public-Private Partnerships: The government encourages public-private partnerships (PPPs) to
leverage private sector expertise and investment in grid modernization projects. PPPs can accelerate
the implementation of modernization initiatives and ensure efficient use of resources.
Key Modernization Initiatives
Smart Grid Technologies: Poland is investing in smart grid technologies that enable real-time
monitoring and management of the electricity network. These technologies include advanced
metering infrastructure (AMI), automated distribution management systems (ADMS), and demand
response programs.
Grid Expansion and Reinforcement: To accommodate growing energy demand and integrate
renewable energy sources, Poland is expanding and reinforcing its transmission and distribution
networks. This includes building new substations, upgrading existing lines, and enhancing grid
interconnections with neighboring countries.
Energy Storage Solutions: Integrating energy storage solutions, such as batteries, into the grid helps
balance supply and demand, especially with the increasing share of renewable energy. Energy storage
can provide backup power during outages and support grid stability.
Cybersecurity Measures: As the grid becomes more digitalized, ensuring cybersecurity is crucial.
Poland is investing in measures to protect the grid from cyber threats and enhance the resilience of
its energy infrastructure.
Benefits of Grid Modernization
Enhanced Energy Security: A modernized grid improves energy security by reducing the risk of
outages and ensuring a stable supply of electricity and gas.
Economic Growth: Investment in grid modernization creates jobs and stimulates economic growth
by supporting the development of new technologies and infrastructure.



Environmental Benefits: Modernizing the grid supports the integration of renewable energy sources,
reducing greenhouse gas emissions and contributing to Poland’s climate goals.

Consumer Benefits: Consumers benefit from a more reliable and efficient energy supply, potentially
leading to lower energy costs and improved service quality.

5. Market Liberalization in Poland

Market liberalization in Poland has been a gradual process aimed at creating a competitive
and efficient energy market. This liberalization allows consumers to choose their energy suppliers
and promotes competition among market participants, leading to several benefits for both consumers
and the overall energy sector.

Key Aspects of Market Liberalization

Consumer Choice: One of the primary goals of market liberalization is to provide consumers with the
freedom to choose their energy suppliers. This choice empowers consumers to select the best offers
based on price, service quality, and other factors, fostering a more consumer-centric market.
Deregulation of Prices: Liberalization involves the gradual deregulation of energy prices, allowing
market forces to determine prices rather than government controls. This can lead to more competitive
pricing and better deals for consumers.

Entry of New Market Participants: By opening up the market, Poland has encouraged the entry of
new energy suppliers, including both domestic and international companies. This increased
competition drives innovation and efficiency within the market.

Benefits of Market Liberalization

Competitive Pricing: With multiple suppliers competing for customers, energy prices become more
competitive. Consumers can benefit from lower prices and better service offerings as suppliers strive
to attract and retain customers.

Improved Service Quality: Competition encourages suppliers to improve their service quality to
differentiate themselves from competitors. This can lead to better customer service, more reliable
energy supply, and innovative products and services.

Innovation and Efficiency: A liberalized market fosters innovation as companies seek to gain a
competitive edge. This can result in the development of new technologies, such as smart meters and
energy management systems, and more efficient energy production and distribution methods.
Consumer Empowerment: Consumers are empowered to make informed decisions about their energy
usage and supplier choices. This transparency and choice lead to a more engaged and informed
consumer base.

Regulatory Framework

The liberalization of Poland’s energy market is guided by both national regulations and European
Union directives. Key regulatory bodies, such as the Energy Regulatory Office (URE), oversee the
market to ensure fair competition and protect consumer rights.

Third Energy Package: Poland’s market liberalization aligns with the European Union’s Third Energy
Package, which aims to create a single EU energy market. This package includes measures to
unbundle energy supply and generation from network operations, promote cross-border trade, and
enhance consumer protection.



Challenges and Considerations

Market Stability: Ensuring market stability during the transition to a fully liberalized market can be
challenging. Regulatory bodies must carefully manage the process to avoid market disruptions and
protect consumers from potential negative impacts.

Consumer Awareness: Educating consumers about their rights and the benefits of market
liberalization is crucial. Consumers need to be aware of their options and how to make informed
choices in a competitive market.

Infrastructure Investment: Continued investment in energy infrastructure is necessary to support a
liberalized market. This includes modernizing the grid, integrating renewable energy sources, and
enhancing cross-border interconnections.

Impact on the Energy Market

Increased Competition: The entry of new suppliers and the ability for consumers to switch providers
have increased competition in the market. This competition drives improvements in efficiency,
service quality, and pricing.

Enhanced Market Dynamics: A liberalized market is more dynamic and responsive to changes in
supply and demand. This flexibility can lead to more efficient energy use and better alignment with
consumer needs.

Regional Integration: Poland’s participation in the European energy market facilitates cross-border
trade and regional energy integration. This integration enhances energy security and allows for more
efficient use of resources across the region.

6. Cross-Border Trade and Regional Energy Integration in Poland

Poland’s active participation in the European energy market is a key aspect of its energy
strategy, aimed at enhancing energy security, efficiency, and sustainability. Cross-border trade and
regional energy integration are crucial components of this strategy.

Objectives of Cross-Border Trade

1. Energy Security: By participating in cross-border trade, Poland can diversify its energy
sources and reduce dependency on any single supplier. This enhances the country’s energy
security and resilience against supply disruptions.

2. Market Efficiency: Cross-border trade allows for more efficient use of energy resources
across the region. Countries can import electricity when it is cheaper and export it when
they have a surplus, optimizing the overall energy balance.

3. Integration of Renewable Energy: Regional integration facilitates the integration of
renewable energy sources by balancing supply and demand across borders. This is
particularly important for managing the variability of renewable energy like wind and solar.

Key Initiatives and Projects

Interconnectors: Poland has invested in several interconnector projects to enhance its cross-border
electricity and gas transmission capabilities. These interconnectors link Poland’s energy grid with
those of neighboring countries, enabling the flow of electricity and gas across borders.



e LitPol Link: This interconnector links Poland with Lithuania, enhancing electricity trade
between the two countries and contributing to the integration of the Baltic States into the
European energy market.

e Poland-Germany Interconnectors: Multiple interconnectors link Poland with Germany,
facilitating significant electricity trade and enhancing grid stability in the region.

e Poland-Czech Republic and Poland-Slovakia Interconnectors: These projects further
enhance Poland’s connectivity with its southern neighbors, promoting regional energy
cooperation.

Market Coupling: Poland participates in market coupling initiatives that align electricity markets
across borders. Market coupling allows for the efficient allocation of cross-border transmission
capacity, ensuring that electricity flows from areas of lower prices to areas of higher prices,
optimizing the use of resources.

Gas Interconnections: Poland has also developed gas interconnections with neighboring countries to
enhance its gas supply security. Key projects include the Baltic Pipe, which connects Poland with
Denmark and Norway, and the Poland-Lithuania Gas Interconnector.

Benefits of Regional Integration

Enhanced Energy Security: Cross-border trade and regional integration provide Poland with access
to a diverse range of energy sources, reducing the risk of supply disruptions and enhancing overall
energy security.

Economic Efficiency: By participating in a larger, integrated energy market, Poland can benefit from
economies of scale and more competitive energy prices. This leads to cost savings for consumers and
businesses.

Environmental Benefits: Regional integration supports the transition to a low-carbon energy system
by facilitating the integration of renewable energy sources. This helps Poland and its neighbors meet
their climate goals and reduce greenhouse gas emissions.

Grid Stability: Cross-border interconnections enhance grid stability by providing additional pathways
for electricity flow. This is particularly important for managing the variability of renewable energy
and ensuring a reliable energy supply.

Challenges and Considerations

Infrastructure Investment: Developing and maintaining cross-border interconnections requires
significant investment in infrastructure. Ensuring adequate funding and coordination among countries
is essential for the success of these projects.

Regulatory Harmonization: Effective cross-border trade requires harmonized regulatory frameworks
and market rules. Poland and its neighbors must work together to align their regulations and ensure
seamless market integration.

Geopolitical Risks: Cross-border energy trade can be influenced by geopolitical factors. Poland must
navigate these risks to ensure stable and secure energy supplies.

Future Prospects

Poland’s continued participation in the European energy market and its investment in cross-border
interconnections are expected to play a crucial role in the country’s energy strategy. As the European
Union moves towards greater energy integration and the development of a single energy market,



Poland’s efforts in this area will contribute to a more secure, efficient, and sustainable energy future
for the region.
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