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Fragmented service

• Almost 400 utilities (from 33 before 1990)

• 10 largest utilities served 60% of 

population

• The rest of the utilities serving 10,000 

people on average

• Inefficient, not sustainable
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Water utilities of Hungary, 2010
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Conflicting roles 

• Municipalities (for most settlements) and 

the government (for 5 regional utilities)

are

• owners

• price regulators

• consumers

• at the same time.
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Conflicting roles … 

…lead to inconsistent goals that resulted in:

• a short term perspective (no savings for 

reconstruction of infrastructure) 

• backlog of investments

• On average 100 years implicit expected life time of 

assets based on investment activity

• tariffs not recovering costs (especially at 

smaller utilities)

• cross-financing among customer groups (in 

most settlements household tariffs below 

commercial tariffs)
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Private investments 

• Budapest and a few of the countryside towns 

• Backlog of investments in the 1990’s

• Access to capital through private investors

• Disputed aspects:

‣ Did the concessions / management contracts 

properly represent the municipality’s interests?

‣ Disproportionate management fees? 

‣ Highly efficient privately managed utilities -

because of the private operator or due to 

favourable operating conditions?
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Private investments – cont.

Water company
Type of private 

participation

Timing of private 

participation

Identity of the private 

partners
Note

Fővárosi Csatornázási 

Művek Rt. (Budapest)

Management contract, 

25% private ownership, 

and voting right of 25% + 

1 vote

Started in 1997 and lasts 

for 25 years

Berliner Wasser and 

Veolia Unchanged

Fővárosi Vízművek 

Rt. (Budapest)

Management contract, and 

25.36% private ownership

Started in 1997 and lasts 

for 25 years

Suez Environnement  and 

RWE Aqua
Management contract halted, Budapest 

municipality purchased out minority  

private share

Kaposvári Vízművek 

Kft.

35% ownership of the 

concessionaire
Since 1994 Suez Environnement  

In 2009 municipality purchased back, 

operates as KAVIZ today

Pécsi Vízmű Rt.
Management contract and 

ownership of 48.05%
Since 1995 Suez Environnement

Transformed into a municipality owned 

utility Tettye Forrásház

Szegedi Vízmű Kft. Concession Since 2001 Veolia Unchanged

Víz- és Csat.Művek 

Koncessziós Rt. Szolnok
Concession Since 1996 Domestic partners Single person corporation since 1996

Zsigmondy Béla 

Víziközmű. Üz. és 

Fürdősz.Kft.

Zsigmondy Rt. became a PSP in 1997, when Berliner Wasser acquired an  

ownership of 48% partly through new investments..

As of 29 August 2006 the local municipality, 

Hódmezővásárhely, acquired the stake of 

Berliner Wasser and the company is now fully 

owned by the municipality again

Borsodvíz Rt. GW-Borsodvíz used to be a PSP since 2000. 

In 2005 the participating local governments 

terminated the contract with Gelsenwasser, and 

the company is not any more considered to be 

a PSP.
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Large differences across the country

• Well managed / badly managed utilities

• Low / high tariffs

• 20-fold difference between lowest and 
highest commercial tariff within the 
country

• Government subsidies to support 
household tariffs in high-cost locations

• Drinking water quality
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Settlements where the quality of drinking 

water does not meet EU regulations
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Capacity utilisation

• Steeply declining 

consumption since 1990

• Drinking water supply 

2012/1990: 59%

• Infrastructural problems

• Pressure on prices due to 

high ratio of fixed costs

• Many households not 

connected to the network, 

especially the sewer

• Difficulty in enforcing 

connections

• Lack of revenue for the utility

• Environmental concerns

12



Affordability

• 1990’s: increasing prices, widespread 

introduction of water meters and declining 

income

• Response of customers: lower consumption and 

rising unpaid bills

• Late 2000’s: national average of unpaid invoices 

less than 10%, but in some areas 20-30%

• High cost service coincides with low income 

(remote villages, Eastern part of country)

• Legal basis for disconnection of households 
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Water utility act of 2011

• Act passed at the end of 2011

• Little prior consultation with stakeholders 

including the utilities and municipalities

• Gradual implementation until 2016

• Much of the secondary regulation through 

implementation orders - only partly adopted

• Most critical missing pieces of secondary 

regulation:

‣ Tariff setting regulation

‣ Decree on rolling investment plans
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Central regulatory authority

• The authority of the former Hungarian 

Energy Office is expanded to overview 

other public services as well, including 

water and wastewater

• Issuing operating permits

• Supervision of the sector

• Price preparation, tariff proposal for 

the minister

• Possibly regulatory benchmarking
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Minimum size requirement

• Operating permit issued only to those 

utilities serving at least 150,000 person 

equivalent

• Small service providers need to merge 

or join larger companies, with a final 

deadline of 31 December 2016
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Price regulation

• Prices are set by the Minister in charge of the sector 

(minister of national development), based on the 

recommendation of the regulatory authority, building 

on information supplied by the water utility

• Cost recovery is required

• Two part tariffs prescribed: fixed and variable 

component

• Commercial tariffs may be up to 50% higher than 

household tariffs

• At the same time, cross financing can be fined by 

the regulator
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Rolling investment plan

• Obligation to make rolling investment plans 

for a 15 year period

• To be submitted for approval to the 

regulatory authority

• Reserves are to be created for future 

investments
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Private participation

• Both the assets and the water utility 

(service provider) can be owned only by 

the municipality or central government (for 

prospective actions)

• Outsourcing is strictly limited (to 10% of 

revenues) and supervised by the regulator

‣ Prior to 2011 Act cost of outsourced services 

to overall company costs between 3-40%, 

average slightly below 20%
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Selected other rules

• Connection to the drinking water network 

or the sewer by inhabited properties 

becomes obligatory

• Public interest operator: if no utility is 

willing to serve a settlement, the regulator 

will select and oblige a nearby utility to do 

so
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Number of companies

• Expectations for long term number of 
utilities below 50 (as opposed to almost 
400 in 2011)

‣ 83 license issued by end of 2013

• On track

• Economic efficiency likely to increase -
research shows that economies of scale 
are present in the sector
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Prices

• Implementation decree on price setting has not 
been published yet

• Overwhelming government priority for lower utility 
prices (affordability) - tariff setting principles of the 
new water utility act are disregarded for the time 
being

• In mid-2013 uniform reduction of household tariffs 
compared to 2012 by 10% and frozen at this level

• Newly introduced public utility tax (HUF/m network)

• Improved affordability

• Strong pressure on utilities to 
• increase operating efficiency

• delay rehabilitation / investments (long term risks)

• Cost recovery is generally not achieved
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Data provision

• Annual, quarterly and monthly data 

supply obligation of the water utilities to 

the regulatory authority

• Potentially a good basis for price setting 

and regulatory benchmarking
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Other developments

• “Reasonable profit” allowed by the law

• However, since then “non profit public 

service” concept emerged

• Public interest operator assigned by the 

regulatory authority to over 30 small 

settlements (in costly to serve rural areas)
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