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The en ergy sec tor re form in the Re pub lic of Croatia (started 2001), which
com prises re struc tur ing, liberalisation, privatisation, and changes in the
over all en ergy sec tor, has a sig nif i cant ef fect on the pos si bil i ties of in tro -
duc ing and in creas ing the share of re new able en ergy sources (RES). The
adop tion of a new leg is la tive frame work within the con text of re form ing
Croatia’s en ergy sec tor is of key im por tance for fur ther de vel op ment and
for the fu ture or RES uti li za tion. The Elec tric ity Mar ket Act sets out the le -
gal ob li ga tion to pur chase elec tric ity pro duced from RES in the man ner that 
a quota or a min i mum oblig a tory share of RES in elec tric ity pro duc tion is
de ter mined by a Gov ern ment or di nance com bined with Tar iff sys tem for the
pro duc tion of elec tric ity from re new able en ergy sources and co-gen er a tion.
Con se quently, on the one hand, in cen tive funds needed to cover in creased
costs of pro duc tion from RES will be col lected from cus tom ers through the
sup plier and dis trib uted to priv i leged pro duc ers (feed-in-tar iffs, pur chase is 
guar an teed to RES pro duc ers on known terms) through the Mar ket Op er a -
tor. On the other hand, RES in vest ment pro jects will be en cour aged by pur -
pose-spe cific gov ern ment sub sidy and by the En vi ron men tal Pro tec tion and 
En ergy Ef fi ciency Fund (out of pub lic bud get).
By ap ply ing new en ergy leg is la tion and as so ci ated by-laws (com ing into
force in 2007), RES pro jects in Croatia will be pro vided with a com plete
and sta ble le gal frame work as well as sup port through in cen tive mea sures
which will eq ui ta bly value en vi ron men tal, so cial and other ben e fits of RES
use.
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Introduction

All Eu ro pean Un ion coun tries have com mit ted them selves to chang ing the re la -
tions in the en ergy sec tor based on the com mon rules pre scribed in the EU di rec tives re -
lat ing to the liberalisation of the elec tric ity and gas mar kets. As part of its Eu ro pean in te -
gra tion pro cess, Croatia has, through its le gal and in sti tu tional frame work, har mo nised
the over all con cept of the en ergy sec tor re form with the EU re quire ments, within its spe -
cific na tional cir cum stances. The Di rec tive on the pro mo tion of elec tric ity pro duced from 
re new able en ergy sources (RES) in the in ter nal elec tric ity mar ket (2001/77/EC) lays
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down the na tional in dic a tive tar gets are con sis tent with the global in dic a tive tar get of
12% of gross na tional en ergy con sump tion by 2010 and in par tic u lar with the 22,1% in -
dic a tive share of elec tric ity pro duced from RES in total Community electricity
consumption by 2010 [1].

A pre con di tion for the achieve ment of en ergy pol icy ob jec tives, which are set in
the Pos si ble Di rec tions of Cro atian En ergy Sec tor Re form [2], is the re struc tur ing of
state-owned en ergy com pa nies and an ex pe dited cre ation of or gani sa tional, eco nomic,
and leg is la tive con di tions for the privatisation which is to take place in the com ing years.
The Cro atian Par lia ment, at its ses sion held on July 19, 2001, adopted a new leg is la tive
frame work which gov erns the re la tions in the en ergy sec tor: En ergy Act [3], Elec tric ity
Mar ket Act [4], Oil and Oil Prod ucts Mar ket Act [5], Gas Mar ket Act [6], and En ergy Ac -
tiv i ties Reg u la tion Act [7]. The En ergy Act was amended and passed Par lia ment in end of 
2004 [3]. In ad di tion, the En ergy Ac tiv i ties Reg u la tion Act [7] and Elec tric ity Mar ket
Act [4] are be ing sub stan tially amended. A prin ci pal rea son for amend ing the laws is to
in cor po rate EU di rec tives and in struc tions.

The role of the en ergy mar ket is grow ing in creas ingly big ger since the en ergy in -
dus try is a key seg ment of an econ omy. Privatisation is a pro cess that should en able mar -
ket and com pe ti tion to be formed, and the mar ket should be both a mea sure and a mech a -
nism of bal ance be tween the mar ket re la tions and gov ern ment in ter ven tion tak ing into
ac count all rel e vant eco nomic, tech no log i cal, and so cial factors of energy use.

Use of RES and co-gen er a tion has a wide de clar a tive sup port in stra te gic doc u -
ments for the de vel op ment of the en ergy sec tor and en vi ron men tal pro tec tion in Croatia
(En ergy De vel op ment Strat egy of the Re pub lic of Croatia [8] and Na tional En vi ron ment
Pro tec tion Strat egy [9]). Spe cial sta tus of RES and co-gen er a tion is also de ter mined by
En ergy Act [3], which ex plic itly ex presses the pos i tive stand of the Re pub lic of Croatia
to wards RES and co-gen er a tion. Ar ti cle 14, para graph 1 of the Act, ex plic itly says that
the use of RES and co-gen er a tion is of interest to the Republic of Croatia.

It is pre cisely the strength en ing of the pri vate sec tor in Croatia, as far as it re lates 
to the strength en ing of the en ergy mar ket that will have an im por tant role in the im ple -
men ta tion of en ergy ef fi ciency and RES use pro grams. The en ergy sec tor re form will en -
able busi nesses and/or pri vate ini tia tive in the spe cific RES area to com pete for con struc -
tion of power pro duc tion fa cil i ties (wind power plants, in dus trial power plants us ing
bio mass, bi o log i cal waste treat ment plants, small hy dro power plants, so lar power and
heat ing plants, geo ther mal plants, etc.), fit ting of in stal la tions, pro cure ment of equip ment 
and ma te ri als, man u fac ture of equip ment and de vices for the use of RES, and the like.

En ergy pol icy and en vi ron men tal pol icy de ci sion-mak ers in Croatia have re cog -
nised the im por tance of eco nomic in stru ments, pri mar ily as means to pre vent and re duce
en vi ron men tal pol lu tion and use nat u ral re sources on a sus tain able ba sis. Start ing from
their mul ti ple ad van tages, these in stru ments are given an im por tant place within the pri -
or ity eco nomic mea sures in the stra te gic and de vel op ment doc u ments (En ergy De vel op -
ment Strat egy of the Re pub lic of Croatia [8], Na tional En vi ron men tal Ac tion Plan [9],
etc.). The em pha sis is placed on sys tem atic de vel op ment and grad ual in tro duc tion of new 
eco nomic in stru ments (pol lu tion charge, de posit and re fund sys tem, etc.) while at the
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same time chang ing the ex ist ing sys tem of pub lic rev e nues and ex penses (taxes, cus toms
du ties, sub si dies).

Objectives of Croatian energy policy and
renewable energy policy

The Min is try of Econ omy, La bour and En tre pre neur ship is in charge of the en -
ergy sec tor and as such re spon si ble for for mu lat ing en ergy pol icy and strat egy and draft -
ing en ergy sec tor legislation. 

The main ob jec tives of the over all en ergy pol icy of Croatia are stated in the En -
ergy De vel op ment Strat egy [8], which was adopted by the Cro atian Par lia ment in March
2002 for the pe riod of 10 years. These ob jec tives are:
– increased energy efficiency,
– security of energy supply,
– diversification of energy and sources,
– utilization of renewable energy sources,
– realistic and market-related energy prices and development of energy market and

entrepreneurship, and
– environmental protection.

Thus, the use of RES is rec og nized by the En ergy De vel op ment Strat egy of the
Re pub lic of Croatia [8], as a con stit u ent part of the en ergy pol icy. In view of Croatia’s ac -
ces sion to the Eu ro pean Un ion and the grad ual in te gra tion of Cro atian en ergy sys tems
into Eu ro pean en ergy mar kets, the im por tance of en sur ing the im ple men ta tion of the re -
new able en ergy acquis into Cro atian leg is la tion is rec og nized. Nev er the less, the nec es -
sary sec ond ary leg is la tion which should en able the de vel op ment of this sec tor is still
pend ing. The stra te gic ob jec tives of the Gov ern ment of Croatia re lat ing to the en ergy sec -
tor are to achieve post-war re con struc tion and to en sure se cu rity of en ergy sup ply
through:
(1) efficient energy supply in the environmentally sustainable manner at realistic and

socially acceptable prices,
(2) demonopolisation and liberalisation of energy markets,
(3) enabling competition in energy markets through privatisation where possible,
(4) establishment of a legal framework, and
(5) existence of measures in case the market is not functioning, and existence of

institutions for the promotion of energy efficiency and RES and for the
environmental protection.

About a half of Croatia’s en ergy needs (fig. 1) are sat is fied from do mes tic pro -
duc tion (mainly oil and gas). How ever, pro duc tion has been fall ing and en ergy im ports
will have to be sig nif i cantly in creased if the eco nomic re cov ery is to be sup ported.
Croatia will have to pay a full price in the in ter na tional mar ket for these im ports, which
may, cou pled with sig nif i cant in vest ments in the re con struc tion and ex pan sion of en ergy
in fra struc ture, pres ent a con sid er able fi nan cial bur den on the Gov ern ment. This bur den
may be re duced if in sti tu tional and le gal frame work is cre ated which will at tract pri vate
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fi nance in the sec tor. In ad di tion, it will be nec es sary to use the scarce re sources in a man -
ner which en sures the greatest value for the Croatian economy. 

The re struc tur ing of the en ergy sec tor, in clud ing the elec tric ity sec tor, has been
car ried out. Na tional elec tric ity com pany (Hrvatska Elektroprivreda – HEP), has been
unbundled into sep a rate gen er a tion, trans mis sion and dis tri bu tion com pa nies.

Re solv ing of the prob lem of the fi nan cial sup port and/or com pen sa tion for RES
in cre men tal costs will en able the sys tem and mar ket op er a tor (through the tar iff sys tem
gen er ally) to have dis tri bu tion com pa nies com pen sated for the dif fer ence be tween RES
costs and other in cre men tal costs (avoided costs of pro duc tion, en vi ron men tal ex ter nali -
ties, etc.) and to pass this dif fer ence on to cus tom ers, or to com pen sate it by ap ply ing cer -
tain eco nomic in stru ments.

In Croatia, an or gan ised and sys tem atic care for RES be gan on the ba sis of Na -
tional En ergy Pro grams, ini ti ated in 1997 by the Gov ern ment [10]. The pro grams that are
es pe cially im por tant for RES are:

BIOEN – pro gram for the use of en ergy from bio mass and waste,
SUNEN – pro gram for the use of so lar en ergy,
ENWIND – pro gram for the use of wind en ergy,
GEOEN – pro gram for the use of geo ther mal en ergy, and
MAHE – pro gram for con struc tion of small hy dro power plants.
The ob jec tives and im ple men ta tion strat egy for any re new able source de pend on 

the spe cific char ac ter is tics of a par tic u lar re new able source and/or on the use pro gram.
How ever, what is com mon for all of them is a sig nif i cant in crease in the share of re new -
able sources by 2030, which is in line with the gen eral trend in EU countries.
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Figure 1. Total primary energy supply 1990-2030 [8]



Overview of renewable energy sources in
Croatian energy balances

In the fu ture, a grad ual re duc tion in the pro duc tion of fos sil fu els and an in crease 
in en ergy gen er a tion from RES are ex pected. Renewables should play an in creas ingly
im por tant role in the en ergy supply. 

In 2005, the to tal pri mary en ergy sup ply de creased by 3.5 per cent with re spect
to the pre vi ous year. The great est fall was re corded in hy dro power har ness ing be cause
2005 was hydrologically a less fa vour able year than the pre vi ous one, so that in 2005 the
en ergy pro duc tion from hy dro power was lesser by 9.6 per cent. The crude-oil pro duc tion 
noted a de crease by 5.5 per cent, and the en ergy pro duc tion from fuel wood was lesser by
6.9 per cent. To tal pri mary en ergy pro duc tion is shown in fig. 2.

The har ness ing of RES (wind en ergy and land fill gas) showed a sig nif i cant in -
crease ex pressed in per cent ages, but the to tal amount of en ergy in ques tion is min ute. In -
stalled ca pac i ties for heat and elec tric ity gen er a tion from RES in Croatia for 2005 are
given in tab. 1.

             Table 1. Installed capacities for heat and electricity generation from RES in
             Croatia for 2005 [11]

Type of re new able
en ergy source

In stalled heat ca pac ity In stalled power ca pac ity

So lar n. a. 48.84  kW

Wind 0 5.95 MW

Bio mass 512 MW 2 MW

Small hy dro 0 26.7 MW

Geo ther mal en ergy 113.9 MW 0

TOTAL 625.9 MW 34.698 MW
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Cur rently there are no re li able data which would en able a de ter mi na tion of the
in stalled heat ca pac i ties of so lar col lec tors; there fore, this data is not in cluded in the tab.
1. The data on the heat ca pac ity of heat ing plants us ing bio mass re fer to bio mass-fired in -
dus trial fa cil i ties and do not con tain in for ma tion on heat ca pac ity of small heat ing fur -
naces and on hot wa ter prep a ra tion in house holds. To tal in stalled ca pac i ties of geo ther -
mal sources in 18 lo ca tions in use in Croatia amount to 36.66 MWt when space heat ing is
con cerned, and 113.9 MWt when geo ther mal en ergy for space heat ing and hot wa ter
prep a ra tion is con cerned.Ta ble 2 shows the elec tric ity gen er a tion and tab. 3 the heat gen -
er a tion in Croatia for 2005.

Cur rently there are no re li able data which would en able a de ter mi na tion of the in -
stalled heat ca pac i ties of so lar col lec tors; there fore, this data is not in cluded in the ta ble.
Heat gen er a tion from bio mass, in clud ing the gen er a tion in in dus trial heat ing fa cil i ties and
heat gen er a tion from fuel wood for heat ing and hot wa ter prep a ra tion in house holds, is in
to tal 14.767 TJ. Heat gen er a tion from geo ther mal sources in 2005 amounts 124.01 TJ for
space heat ing only and 547.33 TJ for space heat ing and hot wa ter prep a ra tion.

Renewable energy sources in the energy sector
reform and new legislation

Primary legislation 

As far as prac ti cal use of RES and co-gen er a tion in Croatia is con cerned, cur -
rently tens of pro jects for the con struc tion of wind power plants are in prep a ra tion, sev -
eral pro jects for bio mass and biofuel use, mar ket for so lar col lec tors and cells, even
though cur rently un de vel oped, is ex pand ing rap idly, and sev eral small hy dro power plant 
pro jects are also in prep a ra tion. There are also a cer tain num ber of con structed in dus trial
co-gen er a tion plants and pub lic heat ing plants that use co-gen er a tion pro cesses, and
many more in dus trial and small co-gen er a tions can be ex pected con sid er ing a large num -
ber of pre lim i nary de signs and ini tia tives. All of these pro jects, apart from few in di vid ual
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Table 2. Electricity generation from RES
in Croatia for 2005 [11]

Type of re new able
en ergy source

Elec tric ity
gen er a tion

So lar 50.14 MWh

Wind 9.5 GWh

Bio mass 10.9 GWh

Small hy dro 108.3 GWh

Geo ther mal en ergy 0

Table 3. Heat generation from RES in 
Croatia for 2005 [11] 

Type of re new able
en ergy source

Heat pro duc tion

So lar n. a.

Wind 0

Bio mass 14.767 TJ

Small hy dro 0

Geo ther mal en ergy 547.33 TJ



ap pli ca tions of RES and co-gen er a tion as well as few pro jects be ing im ple mented out side 
an or gan ised sys tem founded on the ex ist ing leg is la tive so lu tions, and based on the per -
mis sions and con sents given prior to the adop tion of en ergy laws, are cur rently wait ing
for the adop tion of rules of ap pli ca tion and man age ment of an in cen tive sys tem de ter -
mined by the En ergy Act [3] and Elec tric ity Mar ket Act [4].

Tak ing into con sid er ation the ob li ga tion to adopt by-law reg u la tions from RES
and co-gen er a tion ar eas, which is the main pre req ui site for their sys tem atic and or gan ised 
de vel op ment, as well as sig nif i cant yet to be used po ten tial of RES and co-gen er a tion, a
fast and to tal adop tion of le gal frame work is nec es sary as well as the reg u la tion of trad ing 
con di tions for such pro jects. Sub-reg u lated en vi ron ment for RES like the one that ex ists
in Croatia is not in ac cor dance with the ac cepted Eu ro pean pol icy or the de vel op ment de -
gree of na tional legis la tives in the area re gard ing the use of RES and co-gen er a tion. With
the adop tion of by-law reg u la tions that regulate this area it is necessary to overcome this
setback. 

There fore, acts be ing adopted are:
(1) Acts coming from the Energy Act [3]

· Ordinance on the use of renewable energy sources and co-generation (Article 4
paragraph 2),

· Tariff system for the production of electricity from renewable energy sources and
co-generation (Article 28 paragraph 3), and

· Regulation on the fee for the promotion of the electricity production from
renewable energy sources and co-generation (Article 28, paragraph 3);

(2) Acts that come from the Electricity Market Act [3]
· Regulation on the minimum share of electricity produced from renewable energy

sources and co-generation in the electricity supply (Article 26, paragraph 4), and 
· Ordinance on the obtaining of the status of privileged producer (Article 8,

paragraph 2).
Open ing of the en ergy mar ket to the RES and co-gen er a tion is closely con nected 

to the open ing of the en ergy mar ket and the im ple men ta tion of an authorisation sys tem
for the con struc tion of new pro duc ers as a whole. With the aim of en sur ing con di tions for
an en ter prise ini tia tive based on re cog nised busi ness in ter est, con struc tion of new plants
is left to the mar ket and to the de ci sions of in di vid ual mem bers, and that it is nec es sary to
con struct a sys tem of ob jec tive, clear, un bi ased and be fore hand pub licly an nounced cri -
te ria, and a sys tem of con stit u ent authorisations for en ergy sub jects that want to pro duce
en ergy. Pro ject iden ti fi ca tion, con struc tion prep a ra tion and the reali sa tion of plants us ing 
RES and co-gen er a tion should there fore be a free choice of the en ergy sub ject that sat is -
fies the pre scribed cri te ria as also determined by the Electricity Market Act, in Article 9,
paragraph 1 [4].

Con struc tion of build ings for the pro duc tion of elec tric ity is pos si ble only based
on the authorisation is sued by the Min is try re spon si ble for en ergy (Elec tric ity Mar ket
Act, Ar ti cle 9, para graph 4), while the is su ance pro ce dure for the men tioned au thor-
isation is based on the prin ci ples of ob jec tiv ity, clear ness, and im par tial ity (Ar ti cle 9,
para graph 2). RES and co-gen er a tion in the struc ture of elec tric ity consumption is given
in fig. 3.

33

Raguzin, I., Tom{i}, @.: Legislation Framework for Croatian Renewable Energy ...



Secondary legislation 

Tariff system for the production of electricity from
renewable energy sources and co-generation

This tar iff sys tem has been pre scribed by and is un der di rect con trol of the Gov -
ern ment of the Re pub lic of Croatia, in ac cor dance with pro vi sions of the En ergy Act, es -
ti mates the def i ni tion of in cen tive prices for the elec tric ity pro duced from RES and
co-gen er a tion. This tar iff sys tem con tains guar an teed in cen tive prices for the pro duc tion
of elec tric ity from all plants us ing RES or co-gen er a tion and that have the right to an in -
cen tive. How ever, since priv i leged pro duc ers have the right to place their to tal pro duc -
tion of elec tric ity into the net work, it is nec es sary to de fine the price at which that elec -
tric ity will be pur chased [12]. In the case of RES and co-gen er a tion, plants that will
de liver elec tric ity in the scope and up to the level of min i mum share pre scribed by the
Pro vi sion on min i mum share of elec tric en ergy pro duced from RES and co-gen er a tion,
will have the right to an incentive or promotional price. 

Sys tem of guar an teed rates does not re flect cur rent re la tion of elec tric ity sup ply
and de mand but the com pet i tive ness hap pens be tween en ergy sub jects in iden ti fi ca tion
and im ple men ta tion of pro jects for use of re new able en ergy sources and co-gen er a tion.
Since the sys tem of guar an teed rates is not con nected to an in di vid ual Pur chase con tract,
in stead it is de fined by law; risks con nected to this sys tem, look ing at the in ves tor’s point
of view are greatly acceptable.
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Figure 3. Renewable energy sources (including large hydroelectric power plants over
10 MW) and co-generation in the structure of electricity consumption in Croatia 



Other in cen tive forms, ones on the side of in vest ment cost de crease, are more ac -
cept able to the heat pro duc ers us ing RES as well as to pub lic plants us ing re new able
sources, since their in cen tives mech a nisms are pri mar ily pro vided from the En vi ron ment
Pro tec tion and En ergy Efficiency Fund [13].

Regulation on the fee for the promotion of the electricity
production from renewable energy sources and co-generation

It is planned that the pro mo tion sys tem of RES and co-gen er a tion for the pro duc -
tion of elec tric ity will be in cluded in the Tar iff sys tem for the pro duc tion of elec tric ity
from RES and co-gen er a tion and the Reg u la tion on the fee for the pro mo tion of elec tric -
ity pro duc tion from RES and co-gen er a tion, based on the funds col lected from the fee for
the pro mo tion of RES and co-gen er a tion con tained in the price of elec tric ity, in the man -
ner it is laid down in the En ergy Act, Ar ti cle 25, and not from the bud get [14].

Reg u la tion on the fee for stim u lat ing elec tric ity pro duc tion from RES and
co-gen er a tion, de ter mines the charge rate for the stim u la tion of RES that ev ery en ergy
sup ply sub ject (both tar iff and priv i leged buy ers) will have to in clude in the price of en -
ergy, with the aim of col lect ing funds for the pay ment of in cre men tal ex penses de riv ing
from the pro mo tion of RES and co-gen er a tion.

For se lected sce nario RES2 (me dium) share of RES is de ter mined to the level of
avoided elec tric ity pro duc tion ex penses in power plants us ing fos sil fu els in creased by
lo cal ex ter nal ex penses as sumes the level of around 1139 GWh per year of re new able re -
sources which rep re sents a share of around 5.8% in the de signed to tal con sump tion of
electricity by 2010. 

Ac cord ing to this sce nario, as with the prior one (start ing year is the same for all
three sce nar ios), to cover the in cre men tal ex penses of pro duc tion from RES in the first
year (2007) it is nec es sary to raise 112.6 millions kuna (1€ = ~7.3 kuna), while at the end
of the mon i tored pe riod 398.5
millions kuna need to be
raised. Con verted onto the in -
cen tive fee ex pressed in kWh
it rep re sents a fee in crease
from 0.0081 kuna/kWh in
2007 to 0.0262 in 2010. Even
though all three sce nar ios are
eco nom i cally jus ti fi able for
Croatia, im ple men ta tion of
Sce nario RES2 is sug gested as 
the most ac cept able one. Sce -
nar ios are given in figs. 4 and
5.

All cal cu la tions are per -
formed based on the height of
pro mo tional prices sug gested
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Figure 4. Movement of incentive fee up till 2010 for all
three assumed scenarios



by the Tar iff sys tem for the pro duc tion of elec tric ity from RES and co-gen er a tion, where
in the cal cu la tion of needed funds for the pro mo tion of RES and co-gen er a tion and the fee 
height pre dict able mar ket elec tric ity price of 0,2625 kuna/kWh is as sumed. This price is
de ducted from the feed in tar iff be cause it does not rep re sent an in cre men tal ex pense cov -
ered from the al low ance for the pro mo tion of re new able sources and co-gen er a tion.

Regulation on the minimum share of electricity produced
from renewable energy sources and co-generation in 
the electricity supply

Tak ing into ac count the eco nomic sit u a tion, as well as the po ten tial of RES in
Croatia, draft Reg u la tion on min i mal share of elec tric ity pro duced from RES and co-gen -
er a tion in the elec tric ity sup ply de ter mines that in 2010 the min i mum share of RES in
cus tomer sup ply will amount to 1139 GWh per year of elec tric ity with out elec tric ity from 
large hy dro power plants [15].

Such a pro duc tion level is eco nom i cally jus ti fi able for Croatia from the point of
view of avoid ing lo cal dam ages to the en vi ron ment. Pro duc tion of 1139 GWh in 2010
will rep re sent about 5.8% in the struc ture of to tal elec tric ity con sump tion in re la tion to
the share of 0.8% in Croatia in 2004. The meth od ol ogy de vel oped within the World Bank 
pro ject – Re new able En ergy Re sources Pro ject was used for cal cu la tions, and which is
de scribed in de tail in the Cost-Ben e fit Anal y ses of Re new able En ergy in Croatia study
drawn up in co op er a tion with Fron tier eco nom ics con sul tants [16]. The re sults of the
study were dis cussed and agreed to a great ex tent with in ter ested par ties.
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Figure 5. Movement of RES shares up till 2010 for all three assumed
scenarios



This Reg u la tion will also con tain the mon i tor ing of the min i mal share of RES
and co-gen er a tion ful fil ment, which will be im ple mented by the Gov ern ment of the Re -
pub lic of Croatia and the Cro atian En ergy Reg u la tory Agency through reg u lar an nual re -
ports on the real ised share of elec tric ity pro duced from RES and co-gen er a tion in the pre -
vi ous year sub mit ted by the Mar ket Op er a tor. In the case that the reali sa tion does not
fol low tar gets, the Gov ern ment will be in the po si tion to un der take ad di tional mea sures.

Ordinance on the use of RES and co-generation

Ac cord ing to Ar ti cle 14 of the En ergy Act [3], the Or di nance de ter mines the “re -
new able en ergy sources used for the pro duc tion of elec tric ity, con di tions and pos si bil ity
of their use, in clud ing plan ning, reg is try of re new able en ergy source and co-gen er a tion
pro jects and other ques tions im por tant to the use of RES and co-gen er a tion”, as in the
dec la ra tion by which it is stip u lated in the En ergy Act it en ables ab so lute treat ment of the
RES and co-gen er a tion use prob lem, and by which a pre dict able, implemental, and
rounded frame work will be cre ated for the plan ning and reali sa tion of RES and co-gen er -
a tion pro jects. These Or di nance there fore de fine groups of plants that use RES and
co-gen er a tion, pre scribe gen eral and spe cific con di tions, cri te ria and meth ods of
authorisation for plants us ing RES and co-gen er a tion, in tro duce pro ject reg is try, de fine
gen eral pro vi sions rel e vant to the con nec tion of plants us ing RES and co-gen er a tion onto
the power networks and provisions regarding access to there objects [17].

Adop tion and im ple men ta tion of ap proval sys tems for the con struc tion of build -
ings for the pro duc tion of elec tric ity do not prej u dice the num ber of authorisations that
need to be col lected for each in di vid ual plant. Authorisation sys tem is sued by the min is -
try in charge of en ergy is elab o rated in great de tail and cus tom ized to the na ture of in di -
vid ual RES and co-gen er a tion through pre scrip tion of spe cial con di tions and cri te ria that
in di vid ual plants have to ful fil. Authorisation sys tem is di vided into a pre lim i nary and fi -
nal authorisation with the in ten tion of en sur ing de sign mon i tor ing by the body per form -
ing the authorisation and reg is tra tion, and on the other hand to en sure in vest ment se cu rity 
for the pro jects that by its plan ning and con struc tion logic in clude a long phase of po ten -
tial ex am i na tion and/or col lec tion of nec es sary li censes and con sents.  It is ex pected from
this kind of authorisation sys tem to make RES and co-gen er a tion pro jects ac cept able for
fi nanc ing or to im prove and fa cil i tate pos si bil i ties and con di tions of their fi nanc ing by fi -
nan cial in sti tu tions. All rights ob tained by pre lim i nary and fi nal authorisation for con -
struc tion have a lim ited du ra tion pe riod which re duces the pos si bil ity for spec u la tor be -
hav iour of par tic i pants through pro ject „res er va tions” or ob tain ing of cer tain rights
with out a real will for in vest ing in RES and co-gen er a tion projects which in the end
inhibits development and increases the cost of RES and co-gen er a tion use in Croatia.

Re pub lic of Croatia is de ter mined to pro duce a cer tain part of its en ergy from
RES and co-gen er a tion, and in that di rec tion and in ac cor dance with the Di rec tive
2001/77/EC [1], a min i mum share of RES and co-gen er a tion in the elec tric ity sup ply of
cus tom ers will be pre scribed. In that re gard it will be nec es sary to prove that share in an
un am big u ous man ner, there fore with this Or di nance a reg is try sys tem of planned and
real ised pro jects (man u fac tur ers) for elec tric ity from RES and co-gen er a tion is in tro -
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duced along with the reg is try of priv i leged pro duc ers. Apart from that, sug gested sys tem
of RES and co-gen er a tion en tice ment through fees and rate sys tems for stim u la tion of
RES and co-gen er a tion de mands con tin u ous mon i tor ing of cer tain pa ram e ters with the
aim of de vel op ment and plan ning anticipation of the total amount of funds needed for
incentives.

Be cause of the above stated rea sons, ac cord ing to the Or di nance draft on the use
of RES and co-gen er a tion, Min is try in charge of en ergy, based on the de fined cri te ria, the 
con struc tion of ob jects that use RES and co-gen er a tion for the pro duc tion of elec tric ity,
while the Min is try of Econ omy, La bour and En tre pre neur ship and Mar ket Op er a tor
keeps a sin gu lar reg is try of pro jects and plants us ing RES. The aim of this reg is try is de -
sign mon i tor ing of re new able en ergy source’s de vel op ment, su per vi sion and im ple men -
ta tion of an authorisation sys tem for plants us ing RES and mon i tor ing and effective
management of incentive assets. 

Ordinance on the obtaining of the status of
privileged electricity producer 

The Or di nance pre scribes the types of plants ac cord ing to the im ple men ta tion of
spe cific tech nol o gies us ing RES for the pro duc tion of elec tric ity, which can ob tain the
priv i leged pro ducer sta tus. Pre scribed types of plants meet, or set the ba sic cri te ria in ac -
cor dance with the ex pert eval u a tion of the mar ket con di tions, tech nol ogy de vel op ment
and the sit u a tion on the field in the Re pub lic of Croatia, and in ac cor dance with the rel e -
vant Eu ro pean di rec tives. Con sid er ing spe cific tech ni cal qual i ties of im ple men ta tion and 
so cial jus ti fi ca tion, plants that can ob tain the priv i leged elec tric ity pro ducer sta tus can be
di vided into two ba sic groups: plants with the in stalled power lower or equal to 1 MW
con nected onto the power dis tri bu tion net work and plants with the in stalled power of
over 1 MW connected to the transmission of distribution power net work [18].

It is con sid ered that hy dro power plants with the power of over 10 MW can not
ob tain the sta tus of a priv i leged pro ducer since these plants, be cause of their size and to tal 
in stalled ca pac ity can cause con sid er able dis tur bances in mar ket re la tions if their pro duc -
tion be comes priv i leged. In fact, be cause of their pro duc tion char ac ter is tics, op er a tion
pos si bil ity im ply ing ex pected over flows caused by the char ac ter is tics of hy drol ogy, al -
most com plete in de pend ence in re gards to the sup pli ers (of i. e. en ergy gen er at ing prod -
ucts) and es pe cially real plant ex penses, these plants are en tirely com pet i tive on the elec -
tric ity mar ket. There fore there is no need for the pro tec tion of their pro duc tion through
the ob tain ing of priv i leged sta tus within this Or di nance, or ob li ga tions to take over the
com plete pro duc tion of elec tric ity since these same plants come to a high place in the sys -
tem when new power plants are en gaged both by their price and pro duc tion char ac ter is -
tics. This in sures re al is tic re la tions and healthy com pet i tive forces on the mar ket and it
en tices the de vel op ment of the na tional elec tric ity mar ket.

As with the plants us ing RES, types of co-gen er a tion plants that can ob tain priv i -
leged sta tus are also pre scribed con sid er ing their use of spe cific co-gen er a tion pro cesses
or ex am in ing techno-eco nom i cal spe cif ics of im ple men ta tion [19] and the eco nomic jus -
ti fi ca tion in terms of eco log i cal con tri bu tions and con tri bu tions on the mar ket,
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cogeneration plants that can ob tain priv i leged elec tric ity pro ducer sta tus are di vided into
two ba sic groups: plants with the in stalled power lower or equal to 1 MW con nected onto
the power dis tri bu tion net work and plants with the in stalled power of over 1 MW con -
nected to the power transmission or distribution network.

Con nec tion to the net work is an im por tant pre req ui site for the plants to even con -
sider be ing nom i nated for the priv i leged pro ducer sta tus be cause ob tain ing of this sta tus for 
plants that are not con nected to the net work is im pos si ble. Those plants are out side the mar -
ket with the fact it self that they can not sell elec tric ity to the cus tom ers on the mar ket. Also,
the Elec tric ity Mar ket Act in its Ar ti cle 3, para graph 2 [4] de ter mines the mar ket val ues but
it does not pre scribe that any sub ject pro duc ing for its own needs, in an is land plant or sim i -
lar, is in deed a part of the mar ket, or rel e vant sub ject in terms of this Act.

Role of Market Operator 

The Mar ket Op er a tor, in com pli ance with the Elec tric ity Mar ket Act, Ar ti cle 30, 
is re spon si ble for:
– entering into contracts with all suppliers for the purpose of ensuring a minimum share

of electricity produced from RES and co-generation,
– collecting fees for incentivizing RES sources and co-generation from suppliers of the

tariff and eligible customers, 
– entering into contracts with privileged electricity producers entitled to incentive

price, and
– calculation, collection, and allocation of funds from the fee for incentivizing RES and

co-generation to producers of electricity from RES and co-generation based on the
contracts entered into.

Within the scope of RES and co-gen er a tion use (con nected to the elec tric power
net work), an im por tant role in the or gani sa tion of en ergy pur chase, reg u la tion and im ple -
men ta tion of con tracted fi nan cial ob li ga tions, as well as in the col lec tion and di vi sion of
in cen tives for the use of RES and co-gen er a tion is de signed for the market operator.

With the pro posed im ple men ta tion or gani sa tion, men tioned leg is la tion pro vi sions
come to life in their en tirety through an eas ily im ple mented and eas ily man age able sys -
tem used to col lect in cen tive funds for the set tle ment of in creased pro duc tion ex penses
from in di vid ual RES and co-gen er a tion from all buy ers (tar iff and priv i leged), through
en ergy sup ply sub jects and mar ket op er a tor dis trib uted to the pro duc ers us ing RES. Con -
sump tion of the right to an in cen tive is pos si ble only af ter the com ple tion of an
authorisation pro cess for the plant us ing RES, while the right to an in cen tive is lost with
the loss of a priv i leged pro ducer sta tus. The role of Mar ket Op er a tor is shown in fig. 6.

Pro ce dures and meth ods of col lec tion and di vi sion of funds for the set tle ment of
in cen tives as well as cal cu la tion and pay ment pro ce dures are or gan ised with the sug ges -
tions of the draft Tar iff sys tem for the pro duc tion of elec tric ity from RES and co-gen er a -
tion and the draft Reg u la tion on the fee for stim u lat ing elec tric ity pro duc tion from RES
and co-gen er a tion.
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Other economic instruments

RES pro jects will be en cour aged by pur pose-spe cific gov ern ment sub sidy for
man u fac tur ers and by the En vi ron men tal Pro tec tion and En ergy Ef fi ciency Fund (out of
pub lic bud get) for RES in vest ment pro jects. RES use by di rect cus tom ers will de pend on
whether the in ter est chain in which the end user par tic i pates is com pletely closed. RES
pro jects in elec tric ity and heat pro duc tion will be fi nanced on an en tre pre neur ial ba sis,
as sum ing of course the above men tioned in cen tive mea sures for RES use are in place. For 
these pro jects, it is im por tant that the fi nanc ing of pre pa ra tory and pro mo tional ac tiv i ties
co mes from the state and lo cal com mu nity. This means that it is nec es sary to achieve mar -
ket prices of other sources of en ergy, re duce prices of equip ment and devices by incentive 
measures and offer loans on more favourable terms.

It is known that some mea sures re lat ing to in crease in en ergy ef fi ciency and to
the use of dif fer ent RES forms (use of so lar en ergy for the do mes tic hot wa ter, use of bio -
mass and wind for elec tric ity pro duc tion, etc.) pay back fast and cre ate pos i tive ef fects on 
cre at ing of new jobs (re solv ing the un em ploy ment prob lem), in creas ing rev e nues in ag ri -
cul ture and for estry, and de vel op ing ru ral ar eas as well as the over all econ omy in Croatia. 
But these mea sures also re quire in cen tive funds, so that it will be nec es sary to ap ply the
above men tioned pol icy in stru ments and in cen tive mea sures, pri mar ily fi nan cial re -
sources of a spe cial fund.

Concluding considerations

The changes planned to be made in the mar kets for in ter con nected en ergy sys -
tems in Croatia, which in clude re struc tur ing, privatisation, and changes in the over all en -
ergy sec tor, will have a sig nif i cant ef fect on the pos si bil i ties of in tro duc ing and in creas -
ing the use of RES.

40

THERMAL  SCIENCE: Vol. 11 (2007), No. 3, pp. 27-42

Figure 6. Incentives’ system scheme



When new en ergy leg is la tion and by-laws come into force in the 2007 and are
fully ap plied, the RES pro jects in Croatia will be pro vided with a com plete and sta ble le -
gal frame work and sup port through in cen tive mea sures which will eq ui ta bly value en vi -
ron men tal and other ben e fits of the renewables. Fol low ing the trends in other Eu ro pean
coun tries, Croatia will thus set a trans par ent plat form for the ex pected growth of the RES
sector.

It has been proved be yond doubt that Croatia has good po ten tials for RES, and
sig nif i cant ba sic sources, in clud ing rel a tively good re sources in all tech nol o gies, and ex -
cel lent re sources in some of them. For some years now nu mer ous com pa nies have been
work ing on the de vel op ment of pro jects an tic i pat ing con sid er able in vest ments in uti li za -
tion of RES. Ap ply ing the ex pe ri ence of suc cess fully com pleted pro jects and fa cil i ties
con structed in Eu rope and the world, po ten tial in ves tors and var i ous com pa nies and in sti -
tu tions are mak ing ev ery ef fort and in vest ing con sid er able funds in an area which is in -
deed new for Croatia, but will cer tainly rep re sent an im por tant seg ment of the en ergy sec -
tor in the near fu ture. Also, for eign con sul tants have as sessed that Croatia has highly
skilled hu man re sources. This is im por tant for the im ple men ta tion of projects and for the
expected future growth and a wider social role of RES.

The in tro duc tion of ad e quate eco nomic in stru ments aimed at in creas ing the RES 
share in the en ergy sys tem and in the en vi ron men tal im prove ment sys tem in Croatia will
pro duce ef fects at the mac ro eco nomic level too. The num ber and vol ume of in vest ments
will grad u ally in crease and these will not only help the growth of in vest ments into RES
and the en vi ron men tal pro tec tion but in sustainable development as well.
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