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If you have the opportunity to read the previous annual reports of MVM Zrt., you will see that 

the introductory thoughts always call the year ended an active period full of challenges, which 

has also brought about dramatic changes in the life of the Company. It would be a common-

place, therefore, to say the same things of MVM’s Business Year 2006, and what is more, such 

a statement would lack accuracy. I am saying this, because last year was about much more 

than that: the company closing the year was not the same as the one that had started it.

This is because the new medium-term Business Strategy of MVM Group, which was approved 

in the middle of 2005, not only set new objectives and a new course of progress for the Group, 

but also outlined a basically different operational philosophy and structure for the national 

group of the Hungarian electricity industry. Obviously, these changes affected primarily the 

parent company of the Group MVM Zrt., and, therefore, the first complete year must be as-

sessed in terms of the Strategy.

Our new Strategy is based on a group-level approach, the utmost utilisation of the potentials 

of the Group as a whole, the optimisation of our resources in order to significantly increase the 

market value and profitability of MVM Group – while MVM, as Hungary’s National Power Com-

pany, should remain the keystone of favourably priced and secure domestic electricity supply.

Even the best strategy is only red tape if its creation is not followed by implementation. In 

this respect, to sum it up in a sentence, posterity will certainly look upon MVM’s Business 

Year 2006 as clearly the most significant period of the implementation of the Medium-term 

Strategy of the Group. The main figures of our business performance are hard to understand 

without taking account of the fact that there have been two major changes, highly important 

in themselves, taking place during the period under review, and what is more, each of them 

affected key areas in terms of the security of electricity supply. At the beginning of 2006, the 

Hungarian integrated transmission system operator MAVIR Zrt. started operation as member 

of MVM Group, and by having taken over the transmission facilities previously owned directly 

by MVM, has been ever since performing the system operator’s functions according to the 

TSO model, which by now has become common in Europe. As a next step, we established the 

public utility wholesale company in the middle of the year under review, which, since having 

been transferred the former electricity trading portfolio of MVM, has been running as an 

independent subsidiary of MVM. With all the above, all of the licence-holder’s activities of 

MVM Zrt. had been transferred to its subsidiaries by the end of 2006, which means that our 

Company was the first in Hungary’s domestic electricity industry to have implemented the 

operational structure targeted by its Strategy, as a structure fully complying with the regu-

lations of the EU. This is the reason why the key financial indicators of the transitional year 

cannot be directly compared to those of the baseline year.

Beside the above, there have been several other important measures taken during the year 

under review, each of which was aimed at a more efficient operation reflecting the group-

level approach. As an example for this, it is worth mentioning that certain operations that can 

be performed jointly (finance-accounting; informatics) are now performed by service centres, 

which are members of the Group, in a centralised manner, which is also one of the important 

achievements of Business Year 2006. I trust that you will get a true picture of all the above 

while reading this publication.
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Description of the Activity of the 

Board of Directors

6 7

The Board of Directors of MVM Zrt. – in accordance 

with the stipulations of Act CXLIV of 1997 on Busi-

ness Associations, and then Act IV of 2006 replac-

ing the former and effective from 1 July 2006, the 

Company’s Articles of Association, and, from 27 Oc-

tober 2006, its Charter, and the Rules of Procedure 

of the Board of Directors – holds its meetings as of-

ten as required, but at least 6 times annually. During 

the period under review the Board of Directors held 

14 meetings and passed 120 resolutions in total, in-

cluding 10 resolutions passed urgently by fax. 

The resolutions of the Board of Directors can be 

categorised by subject as per the following:

٠ convocation and preparation of the Sharehold-

ers’ Meeting of MVM Zrt., discussion of the pro-

posals tabled (26 resolutions);

٠ MVM Zrt.’s strategic issues and decisions con-

cerning the Business Plan (8 resolutions);

٠ decisions concerning the companies controlled 

by MVM Zrt., in respect of the members’ meet-

ings of such companies (35 resolutions);

٠ decisions concerning the technical, economic 

and commercial tasks of MVM Zrt., and the ap-

proval of the feedbacks on the execution there-

of (21 resolutions);

٠ decisions concerning other topics (organisa-

tional issues, procuration, self-assessment con-

cerning the activities of the Board of Directors 

etc.) (30 resolutions).

During the year, there was no change made in the 

membership of the Board. At the closing date of 

the Business year on 31 December 2006, the Board 

had eleven members.

The Board of Directors provided information to the 

Supervisory Board in writing on the management, 

financial position and business policy of the Com-

pany as provided for in Article 2, Section 244 of 

the Companies Act [Hungarian acronym: Gt.].

The Board of Directors convoked the ordinary an-

nual Shareholders’ Meeting closing Business Year 

2006 for 20 April 2007.
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Members of the 
Board of Directors

Draskovics, Tibor, Dr.
Chairman

Deák, Péter Ferenc, dr. Karl, Imre, dr.

Kocsis, István, dr. Kovács, József Molnár, László

Novák, János Tabák, Péter Virág, Miklós, dr. Voszka, Éva, dr.

Lengyel, Gyula
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The Main Characteristics
of the Company
Company: Magyar Villamos Mûvek Zártkörûen Mûködô Részvénytársaság (Hungarian Power Companies Ltd.)

Seat: 5-7, Vám u., District I, Budapest H-1011

Date of foundation: 31 December 1991

The first business year of the Company: the year 1992

Initial capital of the Company: HUF 249,608,434,000

Capital stock: HUF 200,316,320,000

Qualified Majority Shareholder:

Name: Állami Privatizációs és Vagyonkezelô Zártkörûen Mûködô Részvénytársaság

             (Hungarian Privatisation and State Holding Ltd.)

Seat: 56, Pozsonyi út, Budapest H-1133

Percentage of votes: 99.8747 % 

Called up share capital: HUF 200,065,416,000 Ft

8 9

ANNUAL REPORT

2 0 0 6

 Changes in the Key Indicators of the Company   

 (2003-2006. year)

    Description Previous Years As-planned Facts Deviation  

     (fact-plan)

  2003. 2004. 2005. 2006.

 

 Balance sheet total 365 308 482 289 495 395 443 986 383 984 - 60 002

 Capital and reserves 273 381 385 031 392 789 328 462 328 471 - 15

 Called up share capital 199 687 199 687 200 316 200 316 200 316 0

 Net sales revenues 396 221 379 775 400 271 225 855 224 748 - 1 107

 Trading profit/loss - 3 263 2 194 - 2 242 428 - 5 341 - 5 768

 Profit before tax - 1 238 9 762 913 101 416 100 937 - 479

 Dividends paid 0 4 992 0 0 0  0

 Retained profit/loss for the year - 1 238 4 770 913 101 416 100 937 - 479

 Available cash flow - 4 691 1 104 - 371 - 2 346 - 2 194 152

 Board of Directors – number of members 11 11 11 11 11 0

 Supervisory Board – number of members 9 9 9 8 8 0

 Average statistical number of employees 377 391 390 266 255 - 11

The figures are given in millions 
of HUF, or heads as applicable



The Business Performance of 

MVM Zrt. in 2006

The Financial Position of the Company

At the end of 2006, the Company’s balance sheet 

total was HUF 384 thousand million; the capital and 

reserves were as projected HUF 328.5 thousand 

million, and as percentage of the total assets, the 

capital and reserves increased to 85.5% as opposed 

to the projected 74%.

Because of the increase of the value of the rights 

of asset value and of the capitalised value of the 

foundation and restructuring activities, the value of 

intangible assets was up on the projected level by 

HUF 0.9 thousand million. At the same time, the val-

ue of tangible assets was HUF 1.6 thousand million 

less than projected because of the deviation of the 

investment and capitalisation processes from the 

plans, and because of the impact of the updating of 

value adjustment. The joint impact of the two items 

shows a negative of HUF 0.7 thousand million.

The change in the amount of the invested financial 

assets was basically caused by the fact that the 

drawing down and continued disbursement of the 

syndicated loan obtained in an amount of HUF 41.7 

thousand million were deferred to 2007, and that 

the projected re-contracting of the long-term credit 

portfolio of HUF 12 thousand million of Paks was 

omitted. These together resulted in a negative of 

HUF 53.7 thousand million.

The fact that current assets were down on the pro-

jected figure is explained basically by the lower level 

of the accounts receivable from the associated com-

panies. In 2006, the sum of dividends accounted for 

but not yet received was up on the projected figure 
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by HUF 5.5 thousand million. The loans that MVM Zrt. 

had granted the member companies were down by 

HUF 9.2 thousand million. Other items brought about 

an additional decrease of HUF 0.5 thousand million.

The fact that the accrued and deferred assets were 

down by HUF 1.4 thousand million on the projected 

figure was caused by the transition revenue ac-

counts.

The capital and reserves of the Company were 

according to the projections in 2006. The sum of 

provisions was higher than projected because of 

the provisions built for the sureties stood for MVM 

Villamosenergia Kereskedelmi ZRt. ( MVM Power 

Trading Corporation). Long-term liabilities were re-

duced by HUF 54.2 thousand million, because of the 

above-mentioned deferral of the projected syndicat-

ed loans, and the omission of the re-contracting of 

the long-terms loans of Paks. At the same time, the 

value of the currency credit portfolio of the Com-

pany was favourably influenced by the changes of 

the rate of exchange. Short-term liabilities changed 

also more favourably than projected: liabilities were 

reduced by HUF 13 thousand million, and accounts 

receivable form the subsidiaries were increased by 

HUF 1.5 thousand million.

Accrued and deferred liabilities were slightly over 

the projected figure.

In 2006, the debt to equity ratio was 13.3% in the 

accounts of MVM, the favourable change of which 

was mainly due to the decrease of the liabilities. The 

net debt to equity ratio was 11.8%, and the ratio of 

invested assets to total assets was 89.5%, and the 

current ratio was 0.98. All indicators had changed 

more favourably than projected.



The Net Income of the Company

Two of the licence-holder’s activities of MVM Zrt. 

were transferred to independent subsidiaries: the 

transmission licence-holder’s activity from 1 Janu-

ary 2006, and the public utility wholesale trading 

activity from 1 August 2006. After that, the coor-

dination of the activities of the members of the 

Group and the organisation and performance of 

central governance had become the most impor-

tant responsibilities of the Company.

As an impact of the financial operations associated 

with the establishment of the TSO, i.e. Mavir ZRt., 

as transmission system operator company, there 

was a significant accounting profit of HUF 99.7 

thousand million generated temporarily. Without 

this impact, MVM Zrt. achieved a profit before tax 

of HUF 1.2 thousand million in 2006 – as opposed 

to the projected HUF 0.9 thousand million.

The Company outperformed the objectives of its 

Business Plan even under the rather rapidly chang-

ing circumstances. 
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THE BUSINESS PERFORMANCE OF MVM ZRT. IN 2006

Financing

In 2006, it remained one of the most important 

tasks of MVM Zrt. to continuously maintain the 

liquidity of the Company. In business year 2006, 

this invariably required the use of substantial 

debt funds, which means that the Company oper-

ated basically in credit position. As of 31 December 

2005, the Company’s credit portfolio was HUF 61.9 

thousand million, which was reduced to HUF 17.9 

thousand million by 1 January 2006, with the es-

tablishment of the Transmission System Operator 

Mavir ZRt. For the purposes of financing the Group, 

MVM Zrt. had a big enough credit line throughout 

the year, and had no liquidity problems causing de-

fault in payment.

The total investment borrowings of MVM Zrt., 

which were HUF 14.6 thousand million as of 1 Janu-

ary, fell to HUF 9.2 thousand million by the end of 

the year, partly because of the repayments made, 

and partly as a result of revaluations. As opposed 

to this, the amount of short-term borrowings en-

suring liquidity rose to HUF 29.9 thousand million 

by 31 December 2006, from the level of HUF 3.3 

thousand million, where it was after the transfer 

of borrowings concerning Mavir. The majority of 

this credit portfolio served to finance the subsidi-

aries. Within the cash-pool system, the amount of 

the loans granted to the member companies was 

HUF 25.9 thousand million at the end of the year, 

against the internal loans received, which amount-

ed to HUF 2.3 thousand million. MVM’s own current 

financing requirement is HUF 2 thousand million; 

at the last day of the year the total borrowings of 

the Company amounted to HUF 39.1 thousand mil-

lion. The Company has no major reserve of liquid 

assets: the total value of securities and cash assets 

was HUF 0.3 thousand million as of 31 December.



Assessment of

            the Activities
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Trade

MVM Zrt. – based on its operational licence – pur-

sued public utility wholesale trading until 1 August 

2006. After that date, the trade of electricity, as 

an activity subject to licence, separated from MVM 

Zrt, and was transferred to an independent trading 

company established especially for that purpose, 

namely MVM Villamosenergia Kereskedelmi ZRt. 

(MVM Power Trading Corporation).

From January through July 2006, the Company’s 

commercial relations were managed in accord-

ance with the commercial agreements with power 

plants, power supply companies and the system 

operator, taking account of the demands of public 

utility customers and the potentials of the domes-

tic competitive market.

During the first seven months of the year, the Com-

pany sold a total amount of 12.3 terrawatt-hours of 

electricity to the power supply companies, 3.8 ter-

rawatt-hours to the competitive market and 4 ter-

rawatt-hours to the system operator. In 2006, the 



of the electricity falling under guaranteed off-

take was invariably regulated by the authority., 

of which 121 megawatt fell under guaranteed off-

take. The capacities made available thereby – as 

supplemented by the outputs provided under the 

similarly long-term import contracts – were suffi-

cient to ensure a smooth supply of the demands of 

the public utility balance group and of the liberal 

market and to provide for the operating reserves 

required by the system operator.

The available domestic generation capacities, to-

gether with the outputs provided under the long-

term import agreements, and the sources fall-

ing under guaranteed off-take were sufficient to 

ensure – also during the past business year – the 

smooth supply of public utility demands, and the 

operating reserves required for Mavir ZRt. During 

the first seven months of 2006, 14.1 terrawatt-

hours of electricity were purchased under the 

PPAs, nearly 2.1 terrawatt-hours under the import 

agreements, and the Company bought nearly 0.3 

terrawatt-hours of electricity in the free market.

In the year 2006, the Company made a loss before 

tax of HUF 12.3 thousand million on its trading ac-

tivity, which was HUF 1.1 thousand million up on the 

projected HUF 11.2 thousand million. The reason 

for this was the considerable decrease of the regu-

lated wholesale price in January. The self-financ-

ing capability of the wholesale electricity trade has 

restored  as a consequence of the price increase 

in August.
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free market sales of MVM Zrt. invariably continued 

in a transparent manner through three channels. 

Firstly, at the public capacity auctions supervised 

by the Hungarian Energy Office, secondly, through 

invitations to tender, and thirdly, through the on-

line MVM Market Place. During 2006, the Company 

held two auctions, at which its sold a total amount 

of 1.7 terrawatt-hours of electricity.

Net sales revenues from domestic sales fell by HUF 

1.1 thousand million as compared to 2005, which 

resulted from the correction of the revenues from 

stranded cost recovery for 2006. Similar to the 

previous year, business area public utility whole-

sale trade was loss-making in 2006.

Last year the Company continued buying most of 

its electricity supplies at the prices determined 

in accordance with the price formulas set out in 

the PPAs existing with the power plants. The price 

12 13
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Other Activities

After the completion of restructuring, the coor-

dination of the activities of the member companies 

and the management of the holding became the core 

activity of MVM Zrt. Thus, operating revenues from 

activities other than trade came from the utilisation 

of the assets in the possession of the Company.

Beyond sales revenues, other revenues of HUF 

0.2 thousand million were realised from the sales 

of assets in course of construction. As a result of 

the retrenchment performed, the Company real-

ised HUF 0.5 thousand million in savings, resulting 

mainly from the reduction of payroll expenditures.

The provisions built for the sureties stood for the 

wholesale trader MVM Villamosenergia Kereskedel-

mi ZRt. (MVM Power Trading Corporation), and the 

outstanding receivables in terms of stranded cost 

recovery for 2005 were recognised as bad debts, 

which resulted in a negative of HUF 4.6 thousand 

million.

Although the operating income on other activities 

was down on the projected figure by HUF 3.9 thou-

sand million, the profit made on financial transac-

tions was sufficient to compensate this shortfall.

MVM Zrt. planned its dividends receivable in line 

with previous years’ practice, which meant that the 

dividends appropriated on the profits of its subsidi-

aries were recognised in the incomes of the subse-

quent business year. Since, in the year 2006, in-

terim dividends were also required from the circle 

of companies belonging in the portfolio, in order to 

apply a standard dividend requiring practice, the 

Company decided to recognise every amount of 

dividend received from a subsidiary during the re-

porting period under its financial revenues for the 

year under review. The Company derived most of 

its profits on financial transactions from dividends, 

but favourable exchange rate impacts also contrib-

uted thereto. The Company’s profits on financial 

transactions were HUF 5.2 thousand million higher 

than expected.

The profit before tax of HUF 13.5 thousand million 

on other activities was HUF 1.4 thousand million up 

on the projected HUF 12.1 thousand million.
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Investments and Development Activities

The Development Plan of the Company included 

a budget of HUF 9.2 thousand million, of which 

HUF 4.4 thousand million was projected for capi-

tal expenditures on projects and HUF 4.8 thousand 

million for investments. In the course of the year, 

these amounts were modified after the revision of 

the individual projects. Finally, HUF 2.6 thousand 

million was spent on projects and HUF 5.6 thou-

sand million on investments. The reduction of 

capital expenditures on projects, however, did not 

cause any disadvantage to the Company, because 

it resulted from the savings attained during con-

tract negotiations, from the value of the projects 

postponed to 2007, and from the omission of un-

timely projects that could be cancelled because of 

the transformation of the Group into a holding, and 

from the increase of expenditures on restructur-

ing, which could be capitalised.

MVM Zrt. had performed its development objec-

tives set for the year 2006. The secondary reserve 

gas turbines had been refurbished. At the same 

time, the projects started and continued included 

the development activities necessary to fulfil the 

requirements of MAVIR ZRt., other business devel-

opment activities, and the development projects 

of the information technology background of a 

group-level standard, including the SAP project. 

The implementation works of Miskolc Combined 

Heat and Power Plant (under project financing) 

and North-Buda Heating Power Plant (FŐTÁV ten-

der) were also carried on.

The Company spent HUF 0.8 thousand million on 

telecommunications development activities. In-

14 15

stallation works started to implement the telecom-

munications facilities of the relocation project of 

TOVT [Reserve National Dispatch Centre], as re-

quired by Mavir ZRt. Mavir ZRt. had implemented 

the telecommunications project, which involved in-

stalling optical fibre within the overhead earth wire 

of the Győr-Szombathely 400 kV power transmis-

sion line, and the telecommunications equipment 

of the telecommunications node of Szombathely 

had been purchased. The TVnet project had start-

ed and would continue in 2007.

The Company spent HUF 0.9 thousand million on 

the development of the IT system, typically on the 

expansion of the SAP function and the develop-

ment of the IT infrastructure of MVM Zrt.

In 2006, among its investments, the Company pro-

vided a capital contribution of HUF 1.8 thousand 

million for the development of Miskolc Combined 

Heat and Power Plant. At the same time, the Com-

pany bought the shares of Vértes Power Plant 

from ÁPV Zrt. for HUF 1.3 thousand million.

The parent company provided the statutory initial 

capital of HUF 3 million required for the establish-

ment of the project company managing the North-

Buda Heating Power Plant Project, and performed 

the capital increase of HUF 2.1 thousand million as-

sociated with the Project.



ANNUAL REPORT

2 0 0 6

Environmental Protection and Quality

Hungarian Power Companies Ltd. performs its en-

vironmental activities under the Company’s inte-

grated management system in accordance with the 

specifications of its environmental management

system certified by Magyar Szabványügyi Testület

[the Hungarian Standards Institution] to ISO 14001. 

The construction, maintenance and operation of 

all facilities of MVM Zrt. are performed in accord-

ance with the relevant environmental regulations. 

Furthermore, in 2006, the Company spent HUF 0.1 

thousand million on environmental projects.

In the development phase of the projects in 

progress launched by MVM Zrt., there are environ-

mental impact studies prepared, and the Holding 

performs its activities in compliance with the ap-

provals and decisions of the authorities concern-

ing such studies, and requires the same compli-

ance from its subcontractors. The Company uses 

the best available technique in the implementation 

of its generation projects.

As one of the objectives of the Company in terms 

of environmental protection, the Sustainability 

Report issued annually provides information to 

the public about the environmental performance 

of not only MVM, but the entire Group now. There 

has been a methodology elaborated for the imple-

mentation of the environmental assessments and 

audits associated with investments, which serves 

the purposes of early recognition of previous envi-

ronmental damages and the consequent liabilities, 

and the mitigation of costs.

During 2006, the quality operations of MVM Zrt. 

were determined by the fact that the changes re-

sulting form the restructuring made it necessary 

to perform a constant revision of the regulating 

documents (some of which had to be cancelled), 

and to elaborate new documents. It was also be-

cause of the organisational restructuring that the 

Executive Audit (Board meeting), which was due to 

take place at the end of 2006, and the re-certifica-

tion audit were postponed to the beginning of the 

next year.

The new integrated management policy, which had 

adopted the requirements of group-level opera-

tion, was approved on 1 October 2006.

The Company had been found to comply with the 

new environmental management system standard 

(MSZ EN ISO 14001:2005), as verified by the super-

visory audit performed by MSZT-TT [the Hungarian 

Standards Institution – Certification Secretariat].

14 15
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TEVÉKENYSÉGEK ÉRTÉKELÉSE
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Human Resources Management

In the field of human resources management, it 

was an important task to transform MVM Zrt. and 

the business associations under its control into a 

recognised corporate group, with MVM Zrt. acting 

as central holing company.

On 1 January 2006, Magyar Villamosenergia-

Ipari Átviteli Rendszer Irányító Zrt. [the Hungar-

ian Transmission System Operator Ltd.] (TSO), 

started operation as member of MVM Group, and 

then, during the year, was followed by MVM Kontó 

Pénzügyi és Számviteli Szolgáltató Központ Zrt. 

[MVM Konto Finance and Accounting Service Cen-

tre Ltd.] and MVMI Informatikai Zrt. [MVMI Infor-

matics Ltd.], and, as from 1 August 2006, by MVM 

Villamosenergia Kereskedelmi Zrt. (MVM Power 

Trading Corporation), for the operation of which 

the required manpower was transferred from the 

former workforce of MVM Zrt. mainly through le-

gal succession under the Labour Code, or, some 

of the people, under trilateral agreements.

After the approval of the new Rules of Organisa-

tion and Operation (ROO), the management of 

the company gave their approval to the new es-

tablishment, which was made up primarily of the 

most competent MVM employees. 

The regulations of the Labour Code were con-

sistently observed throughout the collective re-

dundancy procedure, which was accompanied by 

regular consultations with the trade unions and 

carried out without any labour dispute.

In 2006, the number of hours spent in work shows 

a reduction both as compared to the preceding 

year and to the plan, because of the workforce 

reductions related to workforce rationalisation. 

In spite of the workforce reduction and thanks 

to the better work organisation, the number 

of standby hours was reduced by 30% and the 

use of overtime hours by 15% year-on-year. The 

number of working days spent on sick leave was 

also reduced as a result of the more favourable 

age composition of the manpower, because the 

average age of the employees of MVM Zrt. was 

reduced due to the workforce rationalisation.

Since 1 January 2006, MVM Zrt. has applied wage 

bill management, similar to the other the com-

panies of MVM Group. Wage bill management is 

aimed at improving operational and cost-effec-

tiveness and workforce rationalisation. Based on 

preliminary agreement with the owner – in ac-

cordance with the sectoral pay agreement – MVM 

Zrt. performed a 5% increase of the basic wages, 

effective as from 1 January 2006. The local pay 

agreement concluded in March provided for an 

inflation-linked wage-increase, in the course of 

the implementation of which (based on the sup-

plementary pay agreement of November), there 

was an extra compensation of 1.5% paid on an-

nual-level, differentiated by performance.

The Company’s social expenditures were basical-

ly determined by the requirements to provide the 

benefits stipulated by the Collective Agreement 

and to implement the agreement concluded with 

the trade unions on annual wage development 

and social and welfare expenditures. On the basis 

of the latter agreement, the aim was to preserve 

the real value of social and welfare expenditures 

and to give special support to employees with 

membership in a mutual benefit fund active in the 

power sector.

Similar to previous years’ practice, in 2006, the 

personnel development activity of MVM Zrt. was 

performed in accordance with the personalised 

annual Learning Plan. The Company has a highly 

qualified manpower, of which 23% have academic 

degrees and second diplomas, 45% university or 

college diplomas, 20% tertiary vocational quali-

fications, 9% secondary-level qualifications and 

3% elementary-level qualification. The employees 

fulfil the qualification requirements prescribed 

for their lines of activities.
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Labour relations are characterised by regular ne-

gotiations, both on the local land sectoral levels. 

The Collective Agreement was amended on 1 April 

2006. The rules of early retirement were modi-

fied in the interest of older employees, and the

range of extra holidays was expanded by two new 

legal titles, in favour of young people. MVM Zrt 

continues to be an active cooperating member 

of Villamosenergia-ipari Társaságok Munkaadói 

Szövetségének (VTMSZ) [the Employers’ Associa-

tion of Electricity Industry Companies].

Communications

The Medium-term Strategy of MVM Group created a new 

situation in terms of quality in the communications of the 

parent company and the entirety of the Group. The tech-

nically oriented public relations activity typical of the pre-

vious period was replaced  egy of the Group. This involves 

the formulation of the corporate image of the Group. In 

this respect, the year 2006 saw the start of the renewal 

of the logotype of MVM and the image of MVM Group in 

the spirit of the holding philosophy and reflecting the cor-

porate identity of the Group.

Similar to previous years, during the business year 

2006, the support policy of the Company was put in the 

service of the communications strategy. The main objec-

tive is to increase the social acceptance of the Group 

and its Strategy and to support the implementation of 

the socio-political objectives and the preservation of 

national values in accordance with the economic weight 

of MVM. It has been for years that MVM has recognised 

the importance of corporate social responsibility. As 

a dominant player of the Hungarian energy market, in 

harmony with the intentions of the European Union and 

the Hungarian Government, the Company has included 

and incorporated in its everyday operational processes, 

and business ethics commitment to sustainable develop-

ment, knowledge-based society and social problems. In 

this spirit, the support policy of the Company in 2006 

remained in the service of communicating the corporate 

social responsibility of the Company.

MVM Zrt. performed the coordination of the public rela-

tions activities of the companies of the Group. This cov-

ered all PR activities of major publicity of the members 

of the Group, and the various communications services 

provided to the subsidiaries.

The significant restructuring taking place within the

Group increased the importance of internal communica-

tions activities. Internal PR was focussed around helping 

to understand the strategic goals of MVM and to identify 

with the corporate vision. It is significant that the system

of corporate grand events of the Company was remod-

elled in 2006. In 2006, it was for the first time that the

management of the Group implemented for all the em-

ployees of the Group the grandest event so far of the 

electricity industry MVM Group Electricity Day.
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HOLDING CENTRE

Hungarian Power Companies Ltd.

Generation

Paks Nuclear Power Plant Ltd.

Vértes Power Plant Ltd.

Tatabánya Power Plant Ltd.

MIFŰ Miskolc Combined Heat and 
Power Plant Ltd.

Gas Turbine Power Plant
Operation and Maintenance Ltd.

MVM North-Buda Project Ltd.

Tranmission, System Operation

MAVIR Ltd.

Central Services

National Power Line Company

ERBE Power Engineering & 
Consulting Ltd.

MVMI Informatics Ltd.

Electricity Industry Commercial 
and Service Providing Ltd.

MVM Konto Ltd.

Trading on the copmetitive market

MVM Partner Energy Trading Ltd.

MVM Adwest GmbH.

Public Utility Wholeshale Trading

MVM Power Trading Corporation



ANNUAL REPORT

2 0 0 6

18 19

ANNUAL REPORT

2 0 0 6

The Structure

of MVM Group

led by MVM Zrt. as

a Parent Company
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The Supervisory Board of MVM Zrt. performed its work in accordance 

with the stipulations of Act CXLIV of 1997 on Business Associations, 

and then Act IV of 2006 replacing the former and effective from 1 

July 2006, the Company’s Articles of Association, and, from 27 Octo-

ber 2006, its Charter. In accordance with its Rules of Procedure, the 

Supervisory Board held 11 meetings and passed a total number of 36 

resolutions in 2006.

Description of
the Activity of
the Supervisory 
Board
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Report of the Supervisory Board

Resolution No. 3/2007. (III. 22.)

The Supervisory Board of MVM Zrt. discussed ‘The 

Business Report of the Board of Directors and 

the Annual Accounts of 2006’ as submitted by 

the Board of Directors, which was item 2/a on the 

agenda of the Shareholders’ Meeting of MVM Zrt. 

held on 20 April 2007.

During the reporting period, the Supervisory Board 

of MVM Zrt. performed its duties in accordance with 

Act CXLIV of 1997 on Business Associations, and, 

as from 1 July 2006, Act IV of 2006 replacing the 

former, and the Charter of MVM Zrt. and the prevail-

ing Rules of Procedure of the Supervisory Board.

This Report of the Supervisory Board has been for-

mulated based on the information gathered from 

the Report of the Board of Directors and the audi-

tors’ opinion set out in the Independent Auditors’ 

Report of 9 March 2007, and on the basis of regu-

lar interim audits.

The Supervisory Board monitored the operation 

and resolutions of the Board of Directors and ob-

served no violation of law.

The Company carried out its operations during 

the year 2006 in accordance with the objectives 

specified in the business policy approved with 

Resolution No. 5/2006. (IV. 21.) of the Sharehold-

ers’ Meeting. The business policy objectives have 

been performed according to the expectations, 

and even better.
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In the course of the year, MVM Zrt. fully complied 

with its statutory supply obligation.

With regard to achieving the objectives of the new 

Medium-term Strategy of MVM Group, the Company 

has formulated its principles of management and 

regulation with the aim of making the operation of 

the Group efficient and cost-effective in the future.

The Supervisory Board invites the annual ordinary 

Shareholders’ Meeting of MVM Zrt. to approve 

the annual report and accounts on the Company’s 

business activity in 2006 and MVM Zrt.’s Balance 

Sheet and Income Statement for the year 2006 

with a balance sheet total of HUF 383 984 million; 

in words: three hundred and eighty-three thou-

sand nine hundred and eighty-four million forints; 

and with a retained profit for the year of HUF 100 

937 million; in words: one hundred thousand nine 

hundred and thirty-seven million forints; and with 

a negative tax base of HUF 12 821 million; in words: 

twelve thousand eight hundred and twenty-one 

million forints. Furthermore, the Supervisory Board 

proposes to the Shareholders’ Meeting that the 

Company’s retained profit for the year should be 

appropriated to retained earnings. In accordance 

with the proposal of the Board of Directors, the Su-

pervisory Board proposes, furthermore, that, in the 

year 2006, the Company shouldn’t pay dividends, 

and the negative tax base should be deferred in ac-

cordance with the accounting standards.

Miklós, László

Chairman of the SB



Members of the 
Supervisory Board
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Miklós, László  
Chairman

Bakonyi, György Börcsök, Dezső, dr. Filip, György

Gudra, Tamás Mihályi, Péter, dr. Prágai, Pál Vargáné Stöckler, 
Ágnes

Garamszegi, László
until 31. 10. 2006.



To the Shareholders of Magyar Villamos Mûvek Zrt.

1. We have audited the accompanying 2006 annual financial statements of Magyar Villamos Mûvek 

Zrt. (“the Company”), which comprises the balance sheet as at 31 December 2006 - showing a 

balance sheet total of HUF 383,984 million and a profit for the year of HUF 100,937 million -, the

related profit and loss account for the year then ended and the summary of significant accounting

policies and other explanatory notes.

2. We issued an unqualified opinion on the Company’s annual financial statement as at 31 December

2005 on 29 March 2006.

3. Management’s Responsibility for the Financial Statements

 Management is responsible for the preparation and fair presentation of these financial statements

in accordance with the Hungarian Accounting Law and generally accepted accounting principles 

in Hungary. This responsibility includes: designing, implementing and maintaining internal control 

relevant to the preparation and fair presentation of financial statements that are free from mate-

rial misstatement, whether due to fraud or error; selecting and applying appropriate accounting 

policies; and making accounting estimates that are reasonable in the circumstances.

4. Auditor’s Responsibility

 Our responsibility is to express an opinion on these financial statements based on the audit and to

assess whether the business report is consistent with the financial statements,. and, furthermore,

to review whether the separation of activities is in accordance with the regulations in the Profit

and Loss Account broken down by electricity industry activity and presented in the notes to the 

financial statements pursuant to Article (1), Section 101 of Act CX of 2001 on Electricity (the Elec-

tricity Act).

5. We conducted our audit in accordance with Hungarian National Auditing Standards and with ap-

plicable laws and regulations in Hungary. Those standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance whether the financial

statements are free from material misstatement.
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Independent
     Auditors’ Report



6. An audit involves performing procedures to obtain audit evidence about the amounts and disclo-

sures in the financial statements. The procedures selected depend on the auditor’s judgment, in-

cluding the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error. In making those risk assessments the auditor considers internal control rele-

vant to the entity’s preparation and fair presentation of the financial statements in order to design 

audit procedures that are appropriate in the circumstances but not for the purpose of expressing 

an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating 

the appropriateness of accounting policies used and the reasonableness of accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

Our work regarding the business report is restricted to assessing whether the business report is 

consistent with the financial statements and does not include reviewing other information origi-

nated from non-audited financial records. We believe that the audit evidence we have obtained is 

sufficient and appropriate to provide a basis for our audit opinion.

7. Opinion

 We have audited the elements of and disclosures in the annual financial statements, along with un-

derlying records and supporting documentation, of Magyar Villamos Művek Zrt. in accordance with 

Hungarian National Auditing Standards and have gained sufficient and appropriate evidence that 

the annual financial statements have been prepared in accordance with the Hungarian Accounting 

Law and with generally accepted accounting principles in Hungary. In our opinion, the annual fi-

nancial statements give a true and fair view of the equity and financial position of Magyar Villamos 

Művek Zrt. as at 31 December 2006 and of the results of its operations for the year then ended. 

The business report corresponds to the disclosures in the financial statements. The separation of 

activities presented in the notes to the financial statements is in accordance with the regulations.

Without qualifying our opinion, we draw attention to the matters presented in the following par-

graphs:

8. The European Union conducts inquires in connection with the Group’s activity and long-term elec-

tricity purchases price power purchase agreements (“PPA”), the effect and outcome of which is 

presently unknown 

8.1 As shown in note E.7 to the financial statements, the European Union (“EU”)  initiated more 

proceedings relating to the Company and its subsidiaries during 2005 and 2006. The pur-

pose of these proceedings is to ascertain if the Company’s long-term electricity purchases 

price power purchase agreements include any subsidies which are not in accordance with EU 

law and if Magyar Villamos Művek Zrt and its subsidiaries have violated the effective provi-

sions of the EU’s competition law. Possible disapproval by the EU may have an adverse effect 

on the Group’s course of business including a possible obligation to terminate the current 

PPAs
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8.2 The majority of the power plants, the sellers in the PPAs, and their owners have informed the 

Group of their expected compensation claims after the date of the preparation of the balance 

sheet. Although the actual amount is uncertain as at the date of our auditors’ report, it is 

ultimately material.

8.3 Inquiries are still in progress in all the cases referred to in the preceding two paragraphs. As 

any penalty, fine or contingent liability is uncertain at the moment, the Group has not made

provision for these EU inquires or for the contingent termination of the PPAs.

9. As disclosed in note B.5 to the financial statements, the Company’s subsidiary, MVM Villamosen-

ergia Kereskedelmi Zrt. (“MVM VK Zrt”) stands in dispute with one of its electricity suppliers, 

(Dunamenti Power Plant) in relation to setting purchase prices. The accumulated disputed amount 

between the parties totalled HUF 6.7 billion until 31 December 2006. The outcome of the dispute is 

currently uncertain. The Company has undertaken a guarantee for MVM VK Zrt.’s unpaid liabilities 

in relation to the PPA entered into by DE Zrt. The Company has made provision of HUF 5 billion for 

contingent liabilities arising from the undertaken guarantee which cover the differences accumu-

lated until 1 August 2006, before the assignment of the PPA. For the differences that arose after 

the assignment, a provision of HUF 1.6 billion has been created by MVM VK Zrt.

10. This Independent Auditors’ Report has been prepared for the next coming Shareholders’ Meeting, 

for the purposes of the shareholders’ decision-making, and, therefore, it doesn’t contain the pos-

sible impacts of the resolutions to be passed at that meeting. Accordingly, both the Annual Report 

attached hereto and this Independent Auditors’ Report are unsuitable and may not be used for the 

statutory publication and deposition.

Budapest, 9 March 2007

  

     

Ernst & Young Kft.      Havas, István

Registration No. 001165      Registered Auditor

        Chamber membership No.: 003395
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A Description of the Activity of the 
Shareholders’ Meeting
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In 2006, the Shareholders’ Meeting of MVM Zrt. 

held 3 sessions, at which it passed 32 resolutions 

and approved, among others, the Annual Report 

and Accounts on the Company’s business activity 

of 2005, the Report of the Supervisory Board and 

the Independent Auditors’ Report, and the Business 

Policy and Business Plan of MVM Zrt. for 2006.

In 2006, the Shareholders’ Meeting held extraordi-

nary sessions on two occasions. The extraordinary 

Shareholders’ Meetings made resolutions concern-

ing the future operation of the public utility whole-

sale trading activity. The Charter was amended, 

and the assignment of MVM Zrt.’s former core ac-

tivity to MVM Villamosenergia Kereskedelmi ZRt. 

(MVM Power Trading Corporation) was approved 

at the meetings.

The Meeting understood and acknowledged the 

presentation on the remodelling of the manage-

ment system of MVM Group, and requested the 

Management of the Company to start preparing – 

in cooperation with ÁPV Zrt – the transformation 

into a recognised corporate group. The Meeting 

gave approval to the Company’s Charter, which 

had been drawn up in a consolidated structure 

with its amendments and in accordance with Act 

IV of 2006 on Business Associations (the Compa-

nies Act). Concerning the drafts of the controlling 

agreements, the Management of MVM Zrt. was 

requested to take the actions necessary pursuant 

to the relevant provisions of the Companies Act, 

and to submit them again to the Shareholders’ 

Meeting of MVM Zrt. for the purposes of making 

the decision stipulated by Article (1), Section 58 of 

the Companies Act and registering the recognised 

corporate group with the Court of Registration.

The Meeting approved the 2006 version of the 

Medium-term Strategy of MVM, and the Share 

Purchase and Sale Agreement concerning the 

ordinary shares of Vértes Power Plant, and au-

thorised the Chief Executive Officer of MVM Zrt. 

to sign the latter.

The Shareholders’ Meeting amended Clause 17/n 

of the Charter of MVM Zrt., and thereby gave ap-

proval to MVM Zrt. to take a syndicated loan with 

a maximum term of 7 years, in order to partially 

refinance the borrowings of the Group.
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Resolution No. 6/2007. (IV. 20.) of the Shareholders’ Meeting

The Shareholders’ Meeting approves the Annual Report and Accounts 

on the business performance and financial position of MVM Zrt. in

2006. Furthermore, the Shareholders’ Meeting approves the Report of 

the Supervisory Board on the business performance of 2006, and the 

Independent Auditors’ Report on the Company’s Annual Report 2006.

The Shareholders’ Meeting approves – on the basis of the Report of 

the Board of Directors, the Report of the Supervisory Board and the 

Independent Auditors’ Report – MVM Zrt.’s Balance Sheet and Income 

Statement 2006, with a balance sheet total of HUF 383 984 million 

(three hundred and eighty-three thousand nine hundred and eighty-

four million forints), and with a retained profit for the year of HUF 100

937 million (one hundred thousand nine hundred and thirty-seven mil-

lion forints), and with a negative tax base of HUF12 821 million, (twelve 

thousand eight hundred and twenty-one million forints).

The Shareholders’ Meeting resolves that the HUF 100 937 million re-

tained profit for the year shall be appropriated to the retained earn-

ings; the shareholding company shall pay no dividends in the year 

2006. The Company shall defer the negative tax base, which was 

arrived at by computing the corporation tax, in accordance with the 

rules provided for in Act LXXXI of 1996.

Resolution of the

Shareholders’ Meeting
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