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Figures of MVM Rt.

DDeessccrriippttiioonn 11999988 11999999 22000000 22000011 22000022 22000033

Electricity purchased

from power plants, GWh 32 877 32 824 30 912 31 553 30 928 28 289

Electricity sold to distribution

companies, GWh 33 207 33 462 33 876 34 222 34 697 31 356

Import*, GWh 4 042 3 403 6 197 6 946 7 211 5 007

Export*, GWh 3 302 2 340 2 757 3 775 2 955 677

Balance, GWh 740 1 063 3 440 3 171 4 256 4 330

Return of financial transactions, HUF million 1 697 6 198 13 464 4 614 7 399 2 031

Developments, HUF million 31 978 21 426 11 010 13 305 13 822 24 766

Revenues, HUF million 311 593 350 787 372 818 438 116 402 009 416 871

Costs and expenditures, HUF million 309 692 340 040 360 534 428 653 432 793 418 108

Profit or Loss before tax, HUF million 1 901 10 747 12 284 9 463 -30 784 -1 238

MVM Rt.’s balance sheet total, HUF million 306 695 309 159 318 724 329 621 325 397 365 308

Number of employees 424 438 423 360 380 377

* These figures do not include the turnover of electricity through barter trade.
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The CEO’s Letter of Welcome
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LÁSZLÓ PÁL

CHIEF EXECUTIVE OFFICER

Looking back on 2003, the year we have just left behind will definitely be later regarded as the
year of radical changes. This is valid for MVM and the entire domestic electric power industry
as well; after all, last year was the beginning of a new era for the entire European electric
power industry.

Our Company can look back to a year full of major challenges: in the year 2003, not only the
Hungarian electric power system and the actors of this sector were put to the test in the altered
regulatory environment, but the regulations and the new model were tested as well. Maintaining
the customary high level of safety of supply was quite a task under the new organizational and
market conditions. However, as a result of the knowledge and experience accumulated at our
Company, we were not only able to provide for the continuous electricity supply to public utility
customers, but even achieved better business results than expected.

According to preliminary expectations, our Company should have been the big loser of the
power market liberalization started on January 1 2003. On the contrary, we were able to reduce
our losses, which reached HUF 38 billion in 2002, to HUF 1.2 billion by the end of 2003, partly
as a result of changes in the price regulations that were favorable to our Company. The positive
turn in the financial state of MVM Rt. proves that the Company is on the right track for deve-
lopment. By the second half of last year, thanks to the new price regulations, MVM Rt. no longer
had to bear the brunt of the operating losses made in the industry, unlike in previous years. Of
course this change was attributable not only to the favorable turn in external conditions, but
also to the active trading activities that took advantage of the opportunities offered by the
opening up of the market, to the profitable transmission branch, and to the restrained, econo-
mical management. 

In Hungary, the market opened up rather quickly. In the first year of liberalization, consumers
that used more than 6.5 GWh were offered the chance to enter the market, and by the end of
the year some 18% of the total domestic consumption was transferred to the competitive market.
Despite the opening up of the market, the trade portfolio of our Company remained unified, this
being the number one guarantee for the safe supply of the country.

Large-scale consumers that were affected had to take into account that, financial risks of
entering the market aside, idle power plant capacities are rather low in Hungary at present and
import options are also limited because of the low permittivity of the cross-border network. The
situation was made even worse by the serious operating failure that took place at the Paks

Nuclear Power Plant in April, since the missing electric power restricted the
trading capacities of MVM Rt. to a great extent. Another challenge was the
extraordinarily high electric power consumption due to last year’s
extremely hot weather, which eventually meant some 400 MW demand in
excess. It is a considerable achievement that despite all this, MVM Rt. was
able to continuously ensure the electricity necessary to supply consumers
while leaving sufficient capacities to the competitive market as well. 

Based on the initial experiences of the opening up of the market, we
believe that regulations need to be corrected in many respects. Amongst
other things, the order of distribution of import capacities should be
modified, the operating conditions of the competitive and the public
utility markets should be reorganized, the artificial separation of these
two areas should be ended, and the regulation of the relationship
between MVM Rt., owner of the transmission network, and the inde-
pendent system operator company should be revised. When trans-
forming the regulations, we must consider first of all the model to be
applied in the unifying European market.
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Beside the market model, the pricing system was also put to the test, and some of its elements
turned out to be too complicated and authority-focused in practice. Certain elements definitely
cannot be maintained in the long run, including, for instance, the custom that in the public utility
market the price authority determines the degree of end-user price increases within its scope of
authority, then the profit each market actor can achieve therein depends on its individual ability
to safeguard its interests.

Nevertheless, the experiences gained in the first year of liberalization are significant not only
in the fields of operation and price regulation. The entire industry was forced to face the fact that
during the last decade there had been few steps taken in the Hungarian electric power industry
that could prepare the sector for liberalization even in physical and technological terms: no new
power plant capacities were built up, and no flexible, independent power generation enterprises
that could be winners in the competitive market were established. The same is true for the grid:
barely any network elements that could considerably improve the possibilities of import were cre-
ated; Hungarian network relationships were established basically with the aim of cooperation and
mutual assistance and their ability to serve larger-scale trading of electricity caused by the ope-
ning up of the market is limited. In the meantime, the serious interruptions of the electricity supply
occurring in Europe last year also made it clear that significant funds must be spent on the main-
tenance and development of the transmission network, if only to preserve the accustomed high
standards of supply. In 2003, MVM Rt. took significant measures to help solve these problems:
the new section of the transmission line between Sándorfalva and Békéscsaba was completed,
which is of key importance from the viewpoint of the further expansion of the unified European
electric power system; the construction of the transmission line between Paks and Pécs, to be
completed at the end of 2004, was commenced with the long-term aim of strengthening inter-
national network relations as well. Through the developments it has  started, MVM Rt. will
upgrade the Hungarian transmission network to a system easily meeting the needs of the market
and with strong international relations.

The key achievement of the past year was the formation of the Hungarian section of
Eurelectric. MVM has been a member of Eurelectric, the organization representing the interests of
European electricity companies, for a long time, but now the entire Hungarian electric power
industry will have a chance to be informed of the regulatory issues affecting this sector and even
to voice their opinion through this forum. This organization may play an important role in sup-
porting Hungary’s adaptation to the EU regulations, and it is promising that the precondition that
basically all actors in the electric power industry should take a common stand in numerous fun-
damental issues is met.

Under the relevant legislation in force, our Company will remain majority state-owned over
the long run. This serves as a guarantee of the implementation and enforcement of the principles
of the state's energy policy. The high-priority task of 2004 will be the preparation of the Company
for its successful introduction on the stock exchange. In 2003, the Company met most of the pre-
conditions for this: our internal management procedures are clear and transparent, and the
balance sheets are compiled in compliance with international accounting standards. As for MVM’s
professional staff, they proved that, despite the technical and regulatory difficulties of the prece-
ding years, they are committed to the provision of a high quality and safe power supply in coope-
ration with the other actors on the domestic electricity market, and that they are able to satisfy
the demands of domestic electricity consumers under any circumstances. 

5



ANNUAL REPORT 2003

Board of Directors DR. MÁRTON VÁGI

Chai rman

(from 04. 02. 2004.)

GYULA LENGYEL

Chai rman

(until 04. 02. 2004.)

LÁSZLÓ PÁL DR. CSABA BARÁTH ÉVA HEGEDÛS

JENDROLOVICSNÉ

DR. IMRE KARL

(from 04. 02. 2004.)

DR. ISTVÁN KOCSIS TAMÁS KOVÁCS

(until 31. 07. 2003.)

JÁNOS NOVÁK

(from 04. 02. 2004.)

ZSOLT TAVASZI

DR. MIKLÓS VIRÁG DR. ÉVA VOSZKA GYÕZÕ WIEGAND



Board of Directors’ Report

In 2003, Magyar Villamos Mûvek Rt. (Hungarian Power Companies Ltd.; short form: MVM Rt.) saw
an operating loss of HUF 3.3 billion. As a result of loss-reducing measures, the net loss for the year
totalled HUF 1.2 billion as opposed to the projected value of HUF 18.6 billion. 

The Board of Directors of the Company held 13 meetings in 2003 and made the preparations for
3 General Meetings, all in accordance with the provisions of Act CXLIV of 1997, the Articles of
Association of the Company, and the Procedural Rules of the Board of Directors. In the course of its
work, the Board passed 126 resolutions, which were primarily decisions on calling General Meetings,
on the Strategic and Business Plans of the Company, on the operation of the companies belonging to
the MVM Group, and decisions determining the technical, financial, and commercial tasks of MVM Rt.

The composition of the Board also changed in 2003. One member resigned as of July 31, thus
reducing the number of members to ten. 

In the year preceding the 2003 business year, the Government curtailed the revenues of MVM Rt.
considerably, (by HUF 42.2 billion), through price regulation, for which the Company received no
compensation. The price adjustment of January 2003 changed the price structure radically, breaking
the electricity wholesale tariff into a number of individual price elements. The separate price elements
of individual activities were set to the debit of the public utility wholesale tariff, since the decreeing
of the consumer price increase was postponed by a month. Although the February 2003 price
increase served to moderate the significant negative price margin, the Company still had to project a
net loss of some HUF 18.6 billion for the year within its Business Plan. The Company had very little
elbowroom to make up for lost revenues. In order to receive compensation for its losses suffered during
the price adjustment, the Company applied at the Hungarian Energy Office for a price revision. 

During the year, the management of the company was hampered by the operating failure of Block
II of Paksi Atomerõmû Rt. (Paks Nuclear Power Plant). The Company was able to fill the gap in the
electricity supply so that no disturbance was experienced in the public utility supply sector. Upon
agreement with Paksi Atomerõmû Rt., MVM Rt. the sum of the compensation for damages relating
to the operating failure was accounted for in 2003. 

The August price increase reflected the government’s intention
to stop the decrease in the Company’s assets and to make the
Company capable of self-financing. 

In summary, it can be stated that the Company still laboured
under major difficulties in the pursuit of its business activities in
2003. Although the price increase in August was partially able to
correct the distortions of the price system, it did not offset the
losses accumulated over the preceding period. Therefore, the
Company must make a significant effort in order to meet the chal-
lenges of the new market conditions that follow the partial libe-
ralization of the electric power market.

ANNUAL REPORT 2003
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As far as business policy targets are concerned, it can be stated
that in 2003 the Company fully performed its supply obligations pre-
scribed by law, and it secured, via contracts, the capacities neces-
sary to supply domestic public utility consumers. Transmission
grid developments that were necessary for the security of the sup-
ply and the safety of the operation were completed. Operating
failures of the transmission grid did not exceed the usual and
internationally acceptable level, and did not hinder consumer sup-
ply. The Company put the secondary standby gas turbines at the
disposal of GTER Kft. at the expected 95% level of availability, with
96% security of starting. MVM Rt. performed its tasks arising from
the liabilities under the contract concluded with MAVIR Rt.
(Hungarian Power System Operator Company) on an ongoing
basis, providing a sufficient amount of standby capacities to the
system operator. 

MVM Rt. performed a property assessment of the grid and a
specific portion of the related telecommunication devices. As a
result, a HUF 54.4 billion value correction appeared as a difference
between the market value and the net book value of the assets
and, on the sources of funds side, as a valuation reserve.

In 2003, the management of the Company basically focused
on funding the operating loss and maintaining solvency. MVM Rt.
tried to exploit group-level reserves. In order to achieve an opti-
mum financial level, the Company cooperated with Paksi
Atomerõmû Rt. and Ovit Rt. (National Power Line Company Ltd.),
and temporarily reorganised its idle funds. However, the
Company’s freedom to do so became increasingly restricted after
the occurrence of the operating failure in Paks.

BBooaarrdd  ooff  DDiirreeccttoorrss’’

RReeppoorrtt



Organizational Structure of MVM Rt.

31 December 2003
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The Effect of Market Liberalization on MVM Rt.

The Hungarian power market opened by about 18% in 2003, but the new market regulations are
contradictory in many ways, rendering the operations of power market actors more difficult in
numerous respects. The largest problem was the artificial separation of the public utility market and
the free market, which actually resulted in the full liberalization of the market for eligible consumers,
while using administrative means were used to reduce the elbow room of the service providers.
Regulation has also been hindering MVM Rt.’s attempts to place its production capacities that have
become excessive in the public utility sector on the free market.

In line with the provisions of the regulatory system, we organized capacity
auctions and also sold power on the free market through our electronic bul-
letin board called MVM Marketplace, despite the fact that the interruption of
the operation of Block II in Paks was fully due to the debit of MVM Rt.’s capa-
city balance. Thus, part of the 18% power consumption of the competitive
market was also supplied indirectly by MVM Rt., a public utility wholesaler.
However, as a result of the opening of the market, the public utility trading
activities of MVM Rt. shrank anyway. At the same time, the Company managed
to achieve good results directly on the competitive market, through the foun-
dation of MVM Partner Rt., MVM’s free market trading subsidiary and the
second largest electricity trader in the electricity market for eligible consumers.

Another significant element of the new market model was the separation
of the system-operator company from the company dealing with transmission
activities. According to the unanimous opinion of all actors in the domestic
electricity market, this independent system operation model did not meet
expectations, but lead rather to overcomplicated operations and caused a pre-
viously uniform, smoothly-working procedural order to break up. The new EU
directive on the electric power industry which entered into force in 2004 does
not recognize the ISO model. This means that Hungarian regulations must be
adapted to fit EU guidelines.

On the whole, the new electricity market model affected the Company
and its business management adversely in many respects. Under the new
model, the public utility wholesaler assumes a disproportionately large part
of the operating risks in terms of trade, financial, and energy management.
The market model brings about cross-financing between the public utility
and the competitive markets which in many aspects disadvantages the for-
mer, and numerous cost items arise under the new way of operating that are
not recognized by the regulations in effect.

Still, the most significant problem that MVM had to face during its opera-
tion was the contradiction arising from the nature of the model, namely that
the trade agreements in which the actual course of trading is laid down and
the new legislative environment were not brought into harmony.
Consequently, operations are unlawful in many respects and cooperation
rests on the interdependence and good intentions of the parties involved.

ANNUAL REPORT 2003
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Last year, MVM Rt. sold 10% less electricity to power supply companies than it had sold in 2002, for
a total of 31.4 TWh. Over and above this, however, the Company sold an additional 560 GWh of
electricity to traders on the domestic competitive market, of which 375 GWh was sold through capa-

city auctions. Revenues arising from electric
power sales totaled HUF 371.3 billion. Out of
this total, net domestic and export sales
accounted for a combined figure of HUF
364.2 billion. The dominant portion of reve-
nues, i.e. HUF 325.5  billion, came from sales
to distribution companies.

Last year’s most important change was that the opening up of the market brought business mana-
gement aspects to the forefront at public utility wholesalers as well, as opposed to earlier when
power supply was their only liability. The Company’s trade relations developed in accordance with
the terms and conditions of trade contracts concluded with power plants, electricity supply compa-
nies, and the system operator company, and in consideration of consumer needs, export and import
options, and the production capacities of domestic power plants. Purchases and sales were based on
the official price rates announced by the Ministry of Economic Affairs and Transport.

Last year, in compliance with long-term agreements, the Company reserved domestic power plant
capacities of more than 5000 MW. To supply the demands of the public utility and the domestic free
markets, the Company projected in last year’s business plan that there would be purchases from
power plants amounting to nearly 30 TWh and import balance purchases of some 4 TWh. 

Pursuant to a price order effective as of January 2003, MVM Rt. also receives financial assistance
in compensation for the higher prices of the mandatory receipt of electricity deliveries generated by
power plants falling within the scope of their „obligation to receive”.

The failure of the cleaning system of Block II of the Paks Nuclear Power Plant that occurred in April
reduced the capacities available to MVM Rt., the public utility wholesaler, by some 300 MW at the
annual level. The Company filled in the gaps primarily from domestic sources by reserving the surplus
outputs of the Dunamenti Power Plant and the Tisza II Power Plant, and to a lesser extent from import
and domestic free market purchases. As a result, the ratio between domestic and import purchases
changed slightly compared to the plans. It was clearly a positive feature of last year’s energy mana-
gement that the system could handle the interruption of production in Paks without any standstill in
supplying public utility demands. As a joint effect of this and the opening up of the market, last year’s
total purchases from domestic power plants fell by 2639 GWh relative to the previous year. Despite
the facts that more eligible consumers left MVM Rt. and they left earlier than expected, the Company
was able to handle the newly emerging situation and was flexibly able to adapt to consumer needs.

T rade

Evaluations of the activities
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The 6.07% increase in the average purchasing price relative to 2002 was caused predominantly
by the official gas price increase affecting production companies at the beginning of last year, and
the further official gas price increase during the year, which MVM Rt. could not counterbalance with
the two interim sales price increases.

The underlying aim of the Company’s foreign trade activities and, within
these activities, the conclusion of import agreements, is to secure the capaci-
ties necessary to supply the demands of public utility consumers and to
ensure reserves at the system level. The enforcement of the least-cost prin-
ciple remained a requirement in supplying public utility companies last year as
well. Out of total imports of 5007 GWh, the three long-term agreements
played a significant role (3876.1 GWh). Export agreements facilitated the sales
of surplus domestic capacities. In addition to the export liabilities brought for-
ward from 2002, minor forced sales also occurred for regulatory purposes. So
the balance of imports and exports in foreign trading last year was 4,330
GWh, exceeding that of 2002 by 74 GWh.

In association with the opening up of the market and in compliance with
its legal obligations, MVM Rt. sold, through domestic capacity auctioning,
power plant capacities reserved by long-term agreements but which had
become superfluous on the public utility market. At the auction, the Company sold the 85 MW out-
put of a so-called virtual power plant, and 375 GWh of electricity. This resulted in sales revenues of
HUF 3 billion and switchover cost claims of HUF 3.9 billion. In the second half of the year, consider-
able trade volumes were transacted via the electronic marketplace as well, mostly related to the

regulatory needs of the Hungarian
electric power system.
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In 2003, the transmission activities of MVM Rt. functioned independently, in harmony with the libe-
ralization of the electric power market. There are 23 substations connected to the nearly 3,400 km
basic grid. With 95% of the 220 kV line and 24% of the 400 kV lines over 25 years old, they need to
be restored on an ongoing basis. As per its transmission license, the Company has an obligation to
ensure the availability of equipment of the proper capacity and technical level necessary for the per-
formance of its activities, and to perform the necessary maintenance, repair, and overhaul works in
time, and to develop the transmission network as needed. Pursuant to the Electric Energy Act, these
should be funded from the transmission charge, which was, according to the decree on the utiliza-
tion of the system, HUF 0.552 / kWh in 2003.

In compliance with the regulations, the HUF 19.4 billion revenues from transmission activities
had to be shared with the owners of other elements of the grid serving transmission purposes and
supporting transmission activities, i.e. with the power plant and electricity supply companies.
Besides meeting the demand of domestic consumers, the grid also transmits international delive-
ries. MVM Rt. was responsible for 80% of the fee received for transit activities contracted by MAVIR
Rt. (Hungarian Power System Operator Company.). From this source, the Company received HUF
1.733 billion revenues in 2003.

However, all these revenues did not provide full coverage for the HUF 3.6 billion operating and
maintenance contract between MVM Rt. and OVIT Rt. (National Power Line Company Ltd.), for various
maintenance activities coordinated by MVM Rt., for the
required overhaul of the transmission grid above and
beyond depreciation, and for profits proportionate with
the assets employed as specified in the decree.

Gr id /Transmiss ion

EEvvaalluuaattiioonnss  ooff

tthhee  aaccttiivviittiieess
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Nonetheless, several major developments were made in 2003. MVM Rt. invested a total of HUF
11 billion in the grid. The most significant project was the completion of the 400 kV line between
Sándorfalva and Békéscsaba. This connection not only improved the security of the supply in the
region, but it technically facilitated the joining of the South-Eastern European region to UCTE. It also
provides an opportunity for the construction of a new international line connection. Similarly impor-
tant was the construction of another 400 kV line between Paks and Pécs, to be completed by the end
of 2004 and enabling Pécs, the seat of Baranya County, to be supplied independently from the input
volume of the Pécs Power Plant. Furthermore, this line opens a transit route to the south, towards
Ernestinovo in Croatia, which will be accessible through a transmission line
planned for construction in the near future.

As part of the obligations assumed by the Company, the 120 kV transmis-
sion line between Kispest and Kõbánya (of Budapest) was completed, which
was the precondition of connecting the Kispest Power Plant to the grid.

In addition to the abovementioned projects, MVM Rt. spent some HUF 2.5
billion on grid reconstruction in 2003. The renovation of the 400 kV section
of the Sajószöged substation was started and half completed. Furthermore,
the 220/102 kV Transformer II at Tiszalök and the associated primary safety
and control equipment were commissioned, thus ensuring compliance with
the (n-1) principle at the substation. The sealing of the transformer bases in
Oroszlány, Sándorfalva, and Sajóivánka was completed. Stage 2 of the 120 kV
portal replacement program at the Szolnok substation was finished, and the
auxiliary equipment of the Kisvárda substation was replaced as well. 

The replacement of the long rod porcelain insulators, which carries the
danger of operating failure, continued on schedule, and the corrosion protec-
tion project of the KORELL-type pylons was completed. Beside all this, the
total reconstruction of the east-west main line between Göd and Sajószöged
began, and is expected to end in 2004.

The telecommunications development project, which was designed prima-
rily to build up capacities of sufficient quantity and quality to meet the
telecommunications, tele-metering, and remote controlling needs of MVM
Rt., was completed in the first half of 2003. Selling the idle capacities of the
existing optical main line is still a goal, but under the condition that the pri-

ority of activities under transmis-
sion license be maintained.
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Generat ion

Since January 1, 2003, GTER Kft., a subsidiary of MVM Rt., has been the holder of the production
license over three secondary reserve gas turbines owned by MVM Rt. (in Litér, Sajószöged and
Lõrinci), since the legal framework did not allow MVM Rt. to perform generation activities after the
opening up of the market. GTER Kft. is responsible for the operation and fuel supply of the power
plants, while the Power Plant Chief Engineering Department of MVM Rt. is responsible for ensuring
their good working order (maintenance, renovation, projects aimed at maintaining the level of quality).
However, as a result of the reconciliation between MVM Rt. and MAVIR Rt. with the involvement of
the Hungarian Energy Office, an agreement was reached on reserving the capacities of the secon-
dary reserve gas turbines. The contract guarantees a sales market for the gas turbines for five years.

In the tender invited by the Municipality of Miskolc for the mo-
dernization of the city’s district heating supply, MVM Rt. quoted a
project to be implemented over two stages, involving the commis-
sioning of new gas-fired engines at three sites in the first stage
then, originally to be followed by the establishment of a com-
bined-cycle 100 MW power plant in the second stage. Two of the
three power plants with gas-fired engines (of 20, 4 and 1 MW,
respectively) were put into operation by the fall of 2003, while the
third was introduced at the beginning of 2004. However, the
plans regarding the combined-cycle power plant must be revised,
since the regulations changed at the beginning of 2003, ensuring
a delivery price that guarantees payback only for power plants
below 50 MW. Preparations began recently for the establishment
of a 42 MW unit.

HUF 0.1 billion was spent for the development and renovation
works of gas turbine power plants. The sewer draining the wastewater of the Litér Power Plant and
the substation and sewage treatment plant at Litér were completed, enabling MVM Rt. to meet the
responsibilities assumed under the cooperative agreement with the communities of Litér,
Királyszentistván and Sóly.

The work ordered by the authorities with respect to the presedi-
mentation pond, (reconstruction of the pre-sedimentation pond dam,
landscaping of the dam), which was postponed earlier was comple-
ted during the finishing of the gas turbine in Lõrinci.

In order to increase the ready availability of quick-start gas
turbines, the system for signaling the fire alarm systems of the
Sajószöged Power Plant through telephone lines was completed.
In this manner, a direct connection is secured between the Fire
Department of Tiszaújváros and the fire alarm system of the
power plant.

EEvvaalluuaattiioonnss  ooff

tthhee  aaccttiivviittiieess

ANNUAL REPORT 2003



ANNUAL REPORT 2003

17Investments

No major changes occurred in the investment structure of MVM Rt. in 2003:
the Company continues to have stakes predominantly in companies associated
with the electric power system. 

MVM Rt.’s appearance at the market of district heating was added in the
strategy. The old, obsolete, low-efficiency coal-fired heating plants must be
shut down at the end of 2004 at the latest, although the communities
involved can not cope with this problem on their own. However, MVM Rt.
possesses the necessary technical expertise, investment and construction
capacities, and operating experience. The Company achieved its first success
in this market with the tender invited by the Municipality of Miskolc for the
modernization of the city’s district heating supply. MVM Rt. founded a joint
project venture with the municipal district heating supply company for the
implementation of the project. By the fall of 2003, the first stage of the pro-
ject was completed, and units with gas-fired engines were put into operation.
The reconstruction project of the Tatabánya heating plant also began in 2003.
This development involves the upgrading of four boilers of the existing equip-
ment and the installation of three 6 MW gas-fired engines.

MVM’s investments are typically profitable enterprises. Large companies belonging to the MVM
Group, (OVIT Rt., Vértes Power Plant Share Company and Paks Nuclear Power Plant), however, per-
formed rather unevenly in 2003. OVIT Rt. performed beyond expectations. The Vértes Power Plant
Share Company almost closed the year with a profit: the company showed a profit before tax, but
because of the environmental fine, it closed the year 2003 with a loss, though the business policy
targets were achieved. Due to the serious operating failure in April, the Paks Nuclear Power Plant
could not perform up to its production, sales revenue, and
profit projections, and consequently these business policy tar-
gets were not realized.

An extremely important achievement last year was that, for
the first time, investments were not hindered by a lack of funds.

Investments outside the MVM Group, such as the shares in
Mátra Power Plant and Dunamenti Power Plant , brought con-
siderable dividends to MVM Rt. after the close of the 2003
business year.
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R i sk  management

In association with the opening up of the market, new activities emerged within the organization of
MVM Rt., which of course involved new types of risk factors at both the Company and its sub-
sidiaries. To manage the growing risks of the liberalized market, MVM Rt. set up an independent risk
management structure. The Company developed its risk management organization, as well as the
principles and procedures it applies, based on the best business practices of the industry. The super-
vision of risk management activities at the senior management level falls within the scope of resposi-
bilities of the Risk Management Board, chaired by the Managing Deputy CEO, while operative tasks
are performed by the Chief Risk Officer reporting to the Director of Finance.

The activities of MVM Rt.’s risk management organization cover not only the parent company, but
its subsidiaries that pursue trading activities, MVM Partner Rt. and MVM-Adwest GmbH as well.

By means of setting up the independent risk management organization and its functions, risk fac-
tors can be presented clearly and transparently when making management decisions, and their deve-
lopment can be monitored continuously. In this way, the various risk factors can be taken into
account in the decision-making process in proportion with their weights.

‘Traditional’ trading risks arose first of all in the liberalized market; however, public utility activities,
which represented a significant volume in 2003 as well, have their own, unique risks. For this reason,
these two areas call for different risk management approaches.
Specific risks were obviously higher in the liberalized market

than in the public utility market, but
the profitability of the former also
largely exceeds that of the latter.

Beside risk factors of a commer-
cial nature, other types of risk factors

also arose as a consequence of the changing of the market model. Included among such factors are
the fluctuations of fuel prices, (mainly the price of oil and natural gas), the operating safety of major
units, and the trends in consumer demand, which was related to the continuous migration of eligible
consumers into the market.

In the field of risk management, the nature of the tasks remains the same: the aim is to further
improve the level of professional expertise associated with the activity. As the artificial distinction
between the public utility and the competitive markets is expected to be terminated gradually through
several stages, the risks of the resulting unified market will bring about new challenges for MVM Rt.
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19Envi ronmenta l  protect ion

The Company performs its environmental activities within the framework of its
integrated management system, in compliance with the provisions of the envi-
ronmentally-focused corporate management system certified by the Hungarian
Standardization Body, and in compliance with ISO 14001 Standards.

In 2003, the environmental activities of MVM Rt. still focused on carbon
dioxide emission issues and the preparations for the launch of the European
Union emission trading system in 2005. Through several of its power plants,
MVM Rt. is indirectly involved in reducing the emission of greenhouse gases.
The conversion of the coal-fired heating plant at Tatabánya into a natural-
gas-fired one was started. The retrofit investment in Oroszlány, which is
basically aimed at the reduction of sulfur dioxide emissions, is almost comp-
leted. On 31 December 2004, the Bánhida Power Plant will definitely stop
operating since it does not comply with EU emission standards. Compliance
preparations were hampered by the fact that even international regulations
are still undergoing changes.

Lawsuits and threats of suits resulting from previous privatization cont-
racts and arising from the interpretation and performance of environmental
obligations still imply a risk reaching the order of magnitude of billions of
forints. The legal dispute with Bakony Power Plant and AES Tisza Power Plant
was resolved in cooperation with ÁPV Rt. (State Privatization and Holding
Company) with a favorable outcome for MVM Rt. At the same time, the cor-
rective work at Budapest Power Plant arising from privatization liabilities are
continuing on schedule. At the Kispest, Kelenföld, and Angyalföld Power
Plants in Budapest, the competent environmental authority declared the cor-
rective work successfully completed. Corrective work is also coming to an
end at the Újpest Power Plant, while in Kõbánya, it may take a year or two
to remove the oil from the soil and groundwater.
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In 2003, the Company spent a total of HUF 308 9 million on envi-
ronmental projects, including the environmental expenditures related
to the transmission grid and the secondary reserve gas turbines.

Within the framework of the Grid Environmental Program, cor-
rective work continued at the Zugló and Sajószöged substations.
Because the oil contamination was more extensive and of a larger
quantity than earlier thought, the environmental authority extend-
ed the deadline for remedying the damage in both cases, and the
Company is reporting to the environmental authorities regarding
these tasks on an ongoing basis. New groundwater monitoring
systems were commissioned at three substations, in accordance
with the stipulations of the authorities and the licenses. The cost of
this program amounted to HUF 15 million in 2003.

In accordance with the annual business plan of the Network
Division, one transformer base was sealed at each of five substa-
tions, with the aim of preventing the leakage of any oil dripping
from the equipment into the soil and then into the groundwater.
This cost the Company HUF 224 million altogether.

Owing to the residential area nearby, a new noise-screening wall was built at the Zugló substa-
tion in order to reduce the noise load.

MVM Rt. and OVIT Rt. have already concluded cooperative agreements with all nine National Park
Directorates regarding the operation and maintenance of the transmission network, in consideration of

environmental protection and
nature conservation issues. 

The introduction of an envi-
ronmental load fee at the end
of last year meant a fundamen-
tal change in the regulations,
affecting the MVM Group’s
Vértes Power Plant the most.
At the same time, this new tax
category had to be incorporated
into the contracts for the year.

Env i ronmenta l  protect ion
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The founding of the Hungarian National Section of EURELECTRIC was a high priority task amongst the
Company’s foreign affairs activities in 2003. Consequently, the section was founded on June 13, 2003,
with 19 members, to be chaired by the CEO of MVM Rt. for the first three years. The Hungarian section
was structured and the committees and working panels were set up following the EURELECTRIC model.
Experience shows that the associated companies really participate in the work, actively exploiting the
opportunities that membership in this Brussels-based industrial lobbying organization offers.

Due to the transformation of the electric power industry and the expansion of the EU, it was
important to map out the position of and opportunities for MVM Rt., which is a state-owned public
utility supplier and network owner that holds a unique position in the region.

The International Relations Department continuously monitors international events that affect the
region, wherever there is a possibility of gaining information or establishing new relationships that
might influence the work and vision of MVM Rt. in the future.

MVM Rt. gathers information on the changes in the electric power sector, and the transforma-
tions at the industry and corporate levels in the individual countries, not only at international events
but by exploiting its bilateral relationships as well. The management
and the competent specialists are kept informed by means of the inter-
nal information system of the Company. In connection with the expan-

sion of the EU, discussions
with the electric power
industry companies of the
neighboring EU-accession
countries regarding the

details of EU preparations were almost continuous. We tried to find out how other newly-joining or
already-joined countries resolve or resolved the streamlining tasks, and what strategies they follow
in preparing for the period after becoming members of the Union.

Beside the monitoring of the obligations associated with EU accession, the  opportunities offered by
joining are also examined, with special regard given to exploring the system of EU subsidies available for
development and investment, and to determining and satisfying the relevant needs of each special field.

Furthermore, the Company continued to strengthen its traditional bilateral relationships and co-
operative relationships, primarily with the power companies in the neighboring countries. Top manage-
ment meetings were held with our Austrian, Romanian, Serbian, Slovakian and Slovenian counterparts.
The topical issue of these meetings was, above all, the establishment of new high-voltage transmission
lines connecting the electric power systems of these countries. Beside this, we initiated cooperative rela-
tionships in order to establish and jointly market an optical cable connection to be installed on the trans-
mission lines. In 2003, a team began to work with RAO, an electric power industry company from Russia. 

In addition to EURELECTRIC, MVM Rt. is also actively involved in the work of other international
organizations, (CIGRE, Economist Central East European Group, EFET, EEI, VGB Powertech, the
Hungarian section of WEC).
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Human Resources  

Ensuring a properly qualified professional staff remained in the focus of MVM Rt.’s HR activities. The
Company is aware of the fact that human resources represents the only renewable resource that can
increase profits the most with the least investment. For this very reason, our training system is based
on the philosophy of „lifetime learning”. To support this, full-scope competence testing of employees
was completed, and a so-called „competence list” was compiled.
These tests and the analysis of the needs of special fields serve as
the basis for drafting the annual training plan, the implementation of
which guarantees the regular and planned development of employees.

Of the employees of MVM Rt., 220 have a university or college
degree, many of whom have a master’s degree; 154 employees
have secondary school diplomas, 75 of whom have advanced level
vocational qualifications; and 20 employees have elementary quali-
fications. At present, 37 employees with work/study contracts are
studying at higher education institutions. 4 employees are studying
for their vocational qualifications, and 71 are learning foreign lan-
guages at various levels. Furthermore, our employees regularly
attend trade symposiums and professional training courses. Last
year, the Company spent nearly HUF 32 million on training.

In the spirit of preparing to join the EU, support for language courses still remained important. In
2003, 56 employees studied courses organized within the Company. Similarly, great emphasis was
laid on new skills needed for the opening of the market, such as marketing and communication.

The Company also arranged for the internal training of new recruits. Based on the feedback
received from employees, special attention was paid to development programs on the use of the
Internet and the Intranet. The implementation of a complex middle-manager development program
also came to the forefront, for which the selection procedure began.
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One of the most significant human resources projects of the year 2003
was the employee satisfaction survey, which covered the full scope of employees
at the Company. Almost half of the employees were willing to contribute to
the situation report. Upon evaluating the anonymous questionnaires, senior
management set up an implementation plan, the first stage of which involved
the commencement of training for 50 middle managers. From now on the
survey will be repeated each fall.

The number of staff at MVM Rt. and their wages are regulated on the one
hand by the directions of the owner, the State Privatization and Holding Co.,
and on the other hand by the medium level of electric power industry and
local wage settlements. Upon prior agreement with the owner, a 4.5% real
wage increase occurred retroactively as of 1 January, 2003, in accordance
with the industrial wage settlement. 

Social expenditures grew by 7.5% in 2003. In the field of social policy, the
target was to preserve the real value of the already-introduced new plan.
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Communicat ions

In 2003, the basic aims of MVM Rt.’s communication activities were to complete the image change
started in 2001 and 2002, and to introduce some modifications at the end of the year. In light of the
new market situation and in line with MVM’s operation under the competitive market model, the
mainstream content of the Company's outgoing communication was focused on the repositioning of
the Company. In this respect, the aim was to represent MVM Rt. as a major player, but not the only
actor in the liberalized Hungarian electricity market. The key point in this modification relative to the
changing of the image that had started one year earlier was to identify MVM Rt. more distinctly as
an independent market actor and to stop MVM from being thought of as a monopoly. This was par-
ticularly important among those who are relatively less familiar with the Company, where the slogan
„The Source of Power” can confuse the image. Our analysis showed that the name MVM is not well
enough known to get such a slogan to work according to expectations. For all these reasons, we pre-
ferred displaying the company name in communications directed to the general public. Thus, we
modified our logo as well. This issue was less relevant among the number one target group of the
Company’s communication, i.e. professionals, who are well aware of the activities and operations of
the Company; therefore we kept the slogan for this sphere.

Thus, the major aim of the Company’s communication is to position MVM as an independent
company and a leader of a corporate group with strong traditions and considerable capacities, coo-
perating with other market actors in a harmonic relationship, submitting itself to the new market
regulations and complying with the provisions of the new regulatory system in every respect. 

On of the important messages in 2003 was that MVM has played a determining role in the new
market model in promoting the success of liberalization. Special attention was given to the introduc-
tion of MVM’s contributions and efforts made in the interest of
opening up the market. These included not only steps related to
regulation, but also the measures of a commercial nature which the
Company took to help the eventual success of the opening up of
the market by limiting its own elbow room. The unity and syner-
getic operation of the Corporate Group received much more
emphasis than before, and in line with this, the scope of communi-
cation services performed for other Corporate Group members and
cooperation became much wider.
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Another important element of the Company’s communication in 2003 was the representation of MVM
Rt.’s vision for the future and development ideas, as well as its investments in the grid and power plants.

Taking everything into consideration, the most important tasks of in-company communication
included informing the internal audience and shaping their opinion so that employees can identify
with the new roles and the market approach. Company events based on corporate traditions and
values, the MVM Ball and the „Electric Days” series of events, continued to be held.

As far as content is concerned, the Company applied the tools of integrated communication more
and more in 2003. This was best demonstrated in sponsorship: the Company engaged in cases
whose promotion strengthened the communication targets, and in the field of social engagement we
wanted to communicate the Company’s growing commitment to environmental and social issues
more markedly than before. Simultaneously, we built increasingly upon the Company’s sponsorship
activities when appearing in the media. Moreover, the year-end gifts from MVM Rt., designed to
reinforce partnerships, were also converted into charity donations accompanied by suitable commu-
nicative measures.



What happened in 2004 until the Date of the General Meeting?

In line with the provisions of Directive 54/2003/EU, the Company considers the integration of

transmission and system operation activities, in compliance with the Transmission System

Operation (TSO) model, to be a strategic target. As the first step of the strategic transformation,

the independent Network Division was founded within the Company as of January 1, 2004. Its

organization integrates the human resources and assets (transmission network, system opera-

tion- and telecommunications devices) required for performing TSO tasks.

Abolishing official producer’s prices as of 1 January, 2004, meant a major turn in MVM Rt.’s

trading activities. From that point on, parties have been agreeing on a delivery price of electri-

city at bilateral negotiations, taking long-term electricity purchase agreements into considera-

tion. In order to update the long-term agreements and define the initial producer’s prices in

2004, MVM Rt. had already initiated negotiations with the representatives of the power plants

in October 2003. Negotiations were successful, and the Company reached agreements on the

2004 prices with all generators. With the knowledge of the outcome of the price negotiations,

it can be stated that the prices set for 2004 are in general more favorable to MVM Rt. than were

the official producer’s prices of 2003. Nevertheless, price pegging also involves considerable

risks, (in many cases the quarterly indexation, the incorporation of the former Price Differential

Charge – PDC – into the producer’s prices in hydrocarbon-based power plants).
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In January 2004, the government increased system operation, ancil-

lary service, transmission, and distribution charges while consumer prices

remained unchanged, so MVM Rt. created coverage for the this by

reducing its wholesale price. Increasing the number of power plants with

mandatory receipt is expected to reduce MVM Rt.’s profit too.
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29Supervisory Board’s Report

RReessoolluuttiioonn  NNoo..  44//22000044  ((IIIIII..  1111..))  aaddoopptteedd  bbyy  tthhee  SSuuppeerrvviissoorryy  BBooaarrdd

With regard to the General Meeting agenda item relating to closure of fiscal year 2003 MVM Rt’s
Supervisory Board has discussed the Board of Directors’ proposal on MVM Rt’s 2003 Business
Report and Annual Report.

MVM Rt’s Supervisory Board (SB) carried out its tasks during the reporting period in accordance with Act
CXILV of 1997 on Business Associations, the Deed of Foundation and the procedures in force approving it.

The Supervisory Board drafted this report in consideration of the Report made by the Board of
Directors, aware of the auditor’s opinion and based on ongoing interim audits.

MVM Rt. met the requirements specified by rules of law in 2003 as well. The Company functioned
as the sole licensee of the electric power wholesale function during the reporting period. It has pro-
vided domestic consumers with electric power in accordance with the regulations, completely and
without limitation. It has fully implemented upgrades crucial in terms of supply and operational
safety on the transmission network.

The Company closed fiscal year 2003 with a loss because the August 2003 price rise - conside-
ring the fact that part of it had to be used to account for the PDC - was insufficient for offsetting the
earlier negative price margin.

In spite of this, it was possible to maintain the Company’s operability and liquidity, and all crucial
upgrades needed to ensure future operation have been executed.

In the Supervisory Board’s judgment, the Management took important measures to ensure that
MVM Rt. remains competitive even in a deregulated electric power market.

An attempt at privatizing Vértesi Erõmû Rt. was an important event in 2003. The Supervisory Board
draws attention to the fact that operation of Vértesi Erõmû Rt. due to mandatory acceptance - as in the
case of other power plants in this category - could impact on the long-term profitability of MVM Rt.

The Supervisory Board monitored the Board of Directors’ operation as well as the resolutions it
has adopted, and has not found it to be in violation of the law in any regard.

In harmony with the provisions of the Act on Accounting, the bookkeeping that the Report is
based on has been drafted in accordance with Company’s accounting policy. The Company’s 2003
Report provides a true and fair view of its business.

The Supervisory Board proposes the Company’s 2003 Annual Report and Business Report - with
a balance sheet footing of HUF 365 308 million, that is, three-hundred and sixty-five billion three-
hundred and eight million Hungarian forints, and a net loss of HUF 1 238 million, that is, one billion
two-hundred and thirty-eight million Hungarian forints - to the General
Meeting for approval. At the same time, it agrees that the Company deposit its
net loss in retained earnings and accrue the negative tax base of HUF 8 015
million, that is, eight billion fifteen million Hungarian forints, for five years.

Done at Budapest, on 11 March 2004

CChhaaiirrmmaann  ooff  tthhee  SSuuppeerrvviissoorryy  BBooaarrdd



Independent Auditors’ Report

To Shareholders of Hungarian Power Companies Ltd. (MVM Rt.)

We have audited the accompanying balance sheet of Magyar Villamos Mûvek Rt. as at 31
December 2003, which shows a balance sheet total of HUF 365 308 million and a loss for the
year of HUF 1 238 million, the related profit and loss account for the year then ended and the
notes included in the Company’s 2003 annual financial statements. The annual financial state-
ments are the responsibility of the Company’s management. The auditor’s responsibility is to
express an opinion on the financial statements based on the audit and to assess whether the
business report is consistent with that presented in the financial statements.

We issued an unqualified opinion on the Company’s annual financial statements as at 31
December 2002 on 28 February 2003.

We conducted our audit in accordance with Hungarian National Audit Standards and with
applicable laws and regulations in Hungary. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evalua-
ting the overall financial statement presentation.

We have audited the elements of and disclosures in the annual financial statements, along
with underlying records and supporting documentation, of MVM Rt. in accordance with national
audit standards and have gained sufficient and appropriate evidence that the annual financial
statements have been prepared in accordance with the accounting law and with generally
accepted accounting principles. In our opinion, the annual financial statements give a true and
fair view of the equity and financial position of MVM Rt. as at 31 December 2003 and of the
results of its operations for the year then ended. The business report corresponds to the disclo-
sures in the financial statements.

Budapest, 24 February 2004

EErrnnsstt   &&  YYoouunngg  KKff tt ..
Reg is t rat ion No.  001165

ÁÁddáámm  TTeerr ttáákk
Regis tered Audi tor

Chamber  membersh ip No.  005669
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Resolution of the General Meeting

RReessoolluuttiioonn  NNoo..  3344//22000044  ((IIVV..  1144..))  aaddoopptteedd  bbyy  tthhee  GGeenneerraall  MMeeeettiinngg

The General Meeting establishes a balance sheet footing of HUF 365 308

million, that is, three-hundred and sixty-five billion three-hundred and

eight million Hungarian forints and a net loss of HUF 1 238 million, that

is, one billion two-hundred and thirty-eight million Hungarian forints for

MVM Rt’s Balance Sheet Total and Profit or Loss Account for 2003. At the

same time, it provides that the Company deposit its net loss in retained

earnings and accrue the negative tax base of HUF 8 015 million, that is,

eight billion fifteen million Hungarian forints, for five years.
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In 2003, the management of Hungarian Power Companies Ltd. was affected decisively by the three

sales price changes (1 January, 1 February, and 1 August) and two producer’s price changes (1 January,

and 15 October) by the Ministry of Economic Affairs and Transport, acting as the price authority. 

In harmony with the new legislation, the January 2003 price adjustment transformed the price

structure considerably; the former uniform wholesale tariff was broken down into a number of new

price components (transmission charges, system operation charges, ancillary service charges, etc.). As

end-users’ prices had not yet increased in January, the price components of each activity were set to

the debit of the wholesale price, which caused major losses for  MVM Rt.

Since the February price increase could only cover the significant negative margin of public utility

wholesale activities in part, the Company projected a net loss of HUF 18.6 billion for the year in its

2003 Business Plan, already incorporating the expected impact of the price increase.

Because of the HUF 31.1 billion net loss for the previous year, this new significant loss involved

the risk of the total insolvency of the Company. The severity of the situation was evidenced by the

HUF 11.3 billion loss at the Company by the end of July 2003.

The price increase effective as of 1 August 2003 caused the wholesale tariffs of the Company to

grow by 11.9%, which meant HUF 35 billion additional sales revenues annually, or HUF 14.8 billion

for the remainder of the given year. The Hungarian Energy Office, however, with knowledge of the

actual figures, subsequently ordered that the sum of the 2003 Price Differential Charge (PDC) plus

HUF 5.8 billion of the PDC accumulated in the preceding periods and the interests thereon for 2003

(HUF 0.3 billion) must be settled to the debit of the price increase. Moreover, because of rising gas

prices, the producer’s price increase of 15 October imposed additional costs to the Company of HUF

1.3 billion until the end of the year. Mostly because of these factors, the public utility business unit

suffered a loss of HUF 12.4 billion despite the price increase in August. 

The performance of transmission and other activities developed evenly, with operating profits

of HUF 4.8 billion and HUF 4.3 billion, respectively. The profit on financial transactions was HUF 2

billion, mostly due to the HUF 5.6 billion dividends received. Accordingly, the net loss for the year

was HUF 1.2 billion.

In general, the 2003 business management of MVM Rt. can be evaluated so that the price

increase at the end of August could reverse the negative trend that has existed for years, and in the

rest of the year the Company was able to work out the loss accumulated during the previous months

of the year almost in full, which was also attributable to its strict cost management and prudent

financial policy. The positive turn in the operations of the Company was also reflected by the money

and capital markets: by the end of the year the Company had the opportunity to refund a part of its

short-term loan drawn to cover the losses of the preceding years with the help of long-term credit

amounting to HUF 9 billion received from Hungarian banks under favorable conditions.

Activities of MVM Rt. in figures
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TTaabbllee  11

Electricity purchased
from power plants

TTaabbllee  22

Electricity purchased
from MVM Rt. by
distribution companies

TTaabbllee  33

Import / export
balance

CCoorrppoorraattiioonn 22000022 22000033 DDiiffffeerreennccee
GGWWhh GGWWhh %%

Dunamenti 4 712 5 034 106.83
Mátra 4 283 4 791 111.86
Tisza 2 489 2 741 110.12
Borsod 738 460 62.33
Bakony 309 205 66.34
Vértes 1 741 1 506 86.50
Pécs 541 513 94.82
Budapest 855 883 103.27
Paks 13 125 10 297 78.45
Csepel 2 135 1 860 87.12
TToottaall 3300  992288 2288  228899 9911..7766

CCoorrppoorraattiioonn 22000022 22000033 DDiiffffeerreennccee
GGWWhh GGWWhh %%

ELMÛ 9 951 9 662 97.10
ÉDÁSZ 7 929 6 737 84.97
DÉDÁSZ 4 304 3 661 85.06
ÉMÁSZ 5 182 3 943 76.09
DÉMÁSZ 3 979 3 888 97.71
TITÁSZ 3 352 3 465 103.37
TToottaall 3344  669977 3311  335566 9900..3377

PPeerriioodd GGWWhh

Base 4 256
Under review 4 330
Difference 74
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ooff  MMVVMM  RRtt..

iinn  ffiigguurreess

DDeessccrriippttiioonn 22000022 22000033

Long-term loans
VB 953 298
EIB - -

To companies in which MVM Rt.
holds a majority ownership 0 -
Housing loans 59 50
Total long-term loans 1 012 348
Portion of the long-term loan falling due within one year:

VB 631 586
Other short-term loans
To companies in which MVM Rt. holds
a majority ownership 105 416
To other companies - 385
Total short-term loans 736 1 387
TToottaall  llooaannss  ggrraanntteedd 11  774488 11  773355

DDeessccrriippttiioonn 22000022 22000033

Investment and development credits 12 928 21 538
of which: World Bank credit 12 102 8 946

EIB credit 826 659
Domestic investment credit - 11 934
Other long-term credit - 12 066
Long-term loans received 437 190
TToottaall 1133  336655 3333  779955

TTaabbllee  44

Year-end portfolio
of loans granted
by MVM Rt.
(in HUF million)

TTaabbllee  55

Trends in long-term
liabilities
(in HUF million)

(excluding installments

falling due next year)
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DDeessccrriippttiioonn 22000022 22000033

Investment and development credits 10 646 2 566
Of which: World Bank credit 2 471 2 420

EIB credit, grid 150 146
EIB credit, Lõrinci Power Plant 5 108 -
Syndicated credit, Lõrinci Power Plant 2 917 -

Long-term loans received 254 263
TToottaall 1100  990000 22  882299

DDeessccrriippttiioonn 22000022 22000033

Income from financial transactions 9 906 11 189
· interests and interest-type revenues received 2 929 1 877
· dividends received 6 146 5 585
· other revenues from financial transactions 831 3 728

Expenditures on financial transactions 2 507 9 158
· interests and interest-type costs paid 2 795 4 438
· depreciation, re-crediting of financial investments -993 4 060
· other expenditures on financial transactions 705 660

RReettuurrnn  ooff  ffiinnaanncciiaall  ttrraannssaaccttiioonnss 77  339999 22  003311

TTaabbllee  66

Next year’s install-
ments of credit drawn
by MVM Rt.
(in HUF million)

TTaabbllee  77

Return of financial
transactions
(in HUF million)
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ooff  MMVVMM  RRtt..

iinn  ffiigguurreess

DDeessccrriippttiioonn AApppprroovveedd  AAccttuuaall  tteecchhnniiccaall
ddeevveellooppmmeenntt  ppllaann ppeerrffoorrmmaannccee

Transmission network 14 293 13 506
· development 11 717 11 141
· overhaul 2 576 2 495

Telecommunications 1 206 811
· TFP 586 482
· Telecommunications 620 329

System operation 43 35
Power plants 2 729 2 003

· gas turbine power plants 569 140
· heat supplying power plants 1 960 1 835
· power plant business development activities 200 28

Information technology 734 236
Market opening project 205 126
Buildings, other facilities, purchases 352 231
Total investments excluding contingencies 19 562 16 948
Contingencies 819 -
Total 20 381 16 948
Investments with development purposes - 300
GGrraanndd  ttoottaall 2200  338811 1177  337788

DDeessccrr iipptt iioonn PPaarr

MVM Rt.’s shares in other companies as
of 31 December, 2002 160 578

Total increase (until 31 December 2003) 654
· purchase of shares in Paks Rt. 54
· acquisition of quota in Tatabánya Power Plant Ltd. 600

Total decrease (until 31 December 2003) 12 002
· Capital stock reduction, accounting for

deprecation and  transfer to current assets
at the subsidiary Vértesi Power Plant 12 002

SShhaarreess   ooff   MMVVMM  RRtt ..   iinn  ootthheerr   ccoommppaanniieess
aass   ooff   3311  DDeecceemmbbeerr   22000033 114499  223300

TTaabbllee  88

Financial perfor-
mance of MVM Rt.’s
development
projects in 2003
(in HUF million)

TTaabbllee  99

Trends in MVM Rt.’s
shares in other
companies in 2003
(in HUF million)
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TTaabbllee  1100

Trends in revenues
(in HUF million)

TTaabbllee  1111

Elements of costs and
expenditures
(in HUF million)

TTaabbllee  1122

Presentation
of Profit/Loss
(in HUF million)

DDeessccrriippttiioonn PPllaann  ffoorr  22000033 22000033  aaccttuuaall DDiiffffeerreennccee,,  %%

Electric power business unit 366 595 384 197 104.8
Other business units 10 837 10 833 100.0
Other revenues 4 990 9 461 189.6
Financial transactions 8 596 11 189 130.2
Extraordinary revenues 0.0 0.1

DDeessccrriippttiioonn PPllaann  ffoorr  22000033 22000033  aaccttuuaall DDiiffffeerreennccee,,  %%

Electric power business unit 389 370 395 017 101.5
Other business units 8 475 7 934 93.6
Other expenditures 4 336 4 802 110.8
Financing expenditures 7 486 9 158 122.3
Extraordinary expenditures 0 6

DDeessccrriippttiioonn RReevveennuueess EExxppeennddiittuurreess PPrrooffiitt//LLoossss

Electric power business unit 384 197 395 017 -10 820
Other business units 10 833 7 934 2 899
Other revenues - expenditures 9 461 4 802 4 659
Financial transactions 11 189 9 158 2 031
Extraordinary revenues - expenditures 0.1 6.2 -6.1
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AAccttiivviittiieess

ooff  MMVVMM  RRtt..

iinn  ffiigguurreess

DDeessccrriippttiioonn OOppeenniinngg CClloossiinngg DDiiffffeerreennccee
ppoorrttffoolliioo ppoorrttffoolliioo

Fixed assets 258 486 312 041 53 555
· Intangible assets 1 994 1 997 3
· Tangible assets 101 113 106 292 5 179
· Value adjustments of fixed assets - 54 361 54 361
· Financial investments 155 379 149 391 -5 988

Current assets 45 861 31 504 -14 357
· stocks 411 38 -373
· receivables 30 323 25 080 -5 243
· securities 8 723 4 673 -4 050
· liquid assets 6 404 1 712 -4 691

Accrued and deferred assets 21 050 21 762 713
TToottaa ll   aasssseettss 332255  339977 336655  330088 3399  991111

DDeessccrriippttiioonn OOppeenniinngg CClloossiinngg DDiiffffeerreennccee
ppoorrttffoolliioo ppoorrttffoolliioo

Equity 220 258 273 381 53 123
· registered capital 199 687 199 687 -
· capital reserve 31 257 31 257 -
· profit reserve 20 098 -10 686 -30 784
· valuation reserve - 54 361 54 361
· profit/loss for the year -30 784 -1 238 29 546

Provisions 4 966 2 746 -2 220
Liabilities 90 853 80 308 -10 545

· long-term 13 365 33 795 20 430
· current 77 488 46 514 -30 975

Accrued and deferred liabilities 9 320 8 872 -447
TToottaall  ssoouurrcceess  ooff  ffuunnddss 332255  339977 336655  330088 3399  991111

TTaabbllee  1133

Trends in assets
(in HUF million)

TTaabbllee  1144

Trends in the
sources of funds
(in HUF million)
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PPuubbll ii sshheedd  bbyy

MMaaggyyaarr   VVii ll ll aammooss   MMûûvveekk  RRtt ..

((HHuunnggaarr iiaann  PPoowweerr   CCoommppaanniieess   LLttdd.. ))

PPuubbll ii sshheedd  bbyy::

Lász ló  Pá l  CEO

PPhhoottooss::   Gábor  Csordás ,

Arch ives  o f  OVIT Rt . ,  Paks  Rt .

DDeess iiggnn:: Kata  Monostor i



HHuunnggaarr iiaann  PPoowweerr
CCoommppaanniieess   LLttdd..

1024 Budapest, Vám u. 5-7.
Phone: +36-1 224-6200

www.mvm.hu
mvm@mvm.hu


