
116 

CROATIA COUNTRY PROFILE57 

Overview   

Croatia has a GDP of USD 69,332 millionxxxvi  and a population of approximately 4.44 
million.xxxvii   The total primary energy supply in 2007 was 9.32 Mtoe (million tons of oil 
equivalent), of which 4.2% is hydro power, 7.9% is coal/peat, 3.7% is combustible renewable and 
waste (including biomass, biogas and waste), 30.8% is natural gas, 53.3% is oil and 
geothermal/solar/wind is 0.1%.  Net imports are around 5.34 Mtoe.  CO2 emissions are 22.03 
(measured as Mt of CO2).  An Energy Community Treaty (EcT) signatory,xxxviii  Croatia applied 
for membership in the European Union (EU) in 2003, the European Council granted it EU 
candidate status in 2004, and accession negotiations have been ongoing since 2005.  Accordingly, 
Croatia has accepted an obligation to harmonise its legislation, including its energy legislation, 
with the EU legal framework and is well on its way. 
 
1. Institutional structure  

The Ministry of Economy, Labour and Entrepreneurship (MELE) is assigned primary 
responsibility over the energy sector.  The implementing regulatory body is the 
Croatian Energy Regulatory Agency (HERA), which in 2007 replaced the previous 
body (the Croatian Energy Regulatory Council), established in 2002.  HERA is an 
autonomous legal entity, led by a Steering Committee.  Currently, there are four 
Committee members (out of five positions) and 44 staff members.  Staff membership 
has grown over the last few years, reflecting a positive development for HERA’s 
ability to regulate the sector effectively. 

Members are proposed by the Government and appointed by the Parliament, for 
fixed five-year terms.  Dismissal is by Parliament upon the proposal of the 
Government.  Grounds for dismissal primarily consist of concrete and limited 
conditions, but also include “serious breach” of duty set forth in the law.  Because 
dismissal for cause is a critical element of protecting regulatory autonomy, further 
clarification concerning what constitutes a “serious breach” of duty would be 
beneficial.  In the past, the dismissal provisions have been evaded simply by enacting 
a new law, creating a new regulatory body, and by doing so, replacing some Steering 
Committee Members. 

Conflict of interest provisions are fairly standard for the region and represent good 
practices, though additional provisions preventing outside employment in the energy 
sector for staff and regulators would further minimise potential for conflict.  Existing 
conflict of interest provisions preclude Steering Committee Members from being 
members of Parliament or local self-government, or serving on an executive 
government body or on a political party central body.  Members and their families 
cannot own or hold shares or stakes in any energy undertaking exceeding 0.5% of the 
capital stock, or be members of the management board or supervisory board of any 
other body in an energy undertaking, and cannot hold any material interest in the 
area of energy activities or perform any other work in any energy undertaking to 
which the Energy Act applies “which may lead to the conflict of interests.”  
Terminated members cannot perform any work in energy undertakings to which the 
Energy Act applies for one year following the date of discharge except if they were 
terminated for inability to perform their duties.  While the Chairman cannot have 
outside employment during his term, other Committee Members and staff can.   

                                                
 
57 Information herein is drawn primarily from the regulator, from answers to questionnaires provided by this project 
and the Energy Community Regulators Board, National Report for Electricity and Gas, 5 September 2008, Version 4.  
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Salaries of Steering Committee Members are set by Governmental Decision; staff 
salaries are set by internal act, and are higher than comparable civil servants’, which 
helps to attract qualified personnel to the regulator.  HERA is financed by fees 
imposed on sector participants, with its budget proposed by HERA but approved by 
the Government.  While the former is critical to protect regulatory independence, 
the latter presents some risk of Governmental intrusion.  Laws which set parameters 
for budgeting within a range of a fee imposed on sector participants is one approach 
some jurisdictions use to provide regulatory autonomy in this area. 

HERA has authority over licence issuance, but only partial authority with respect to 
construction of new generating facilities.  The regulator adopts tariff methodology 
upon the opinion of MELE but cannot set actual tariff amounts, which are set by the 
Government.  HERA performs an advisory role (usually to MELE) over tariff, 
pricing and fee related matters, such as proposed amount of tariff elements and levels 
of compensation for operation of the energy market.  While HERA decisions are 
generally appealed to the administrative Court, the law provides that applicants may 
first appeal denials and revocations of licences to MELE, which can cancel HERA 
decisions.  HERA does not have the authority to impose fines for violations of 
licence conditions or sector regulations, though it may suspect or revoke licences. 

In 2006, the Croatian Competition Agency and HERA entered into a cooperation 
agreement.  Cooperation appears to be implemented in a positive manner, with 
exchange of expert opinions between the agencies in order to further competition in 
the sector. 
 

2. Electricity sector  
 

a. Market framework  

Market participants are the TSO, DSO and generation, transmission, distribution 
and supply (in one company, unbundled), and customers.  The electricity market 
has been fully open to all customers as of 2008, though as a practical matter, the 
former vertically integrated utility, Hravtska Eleckroprivreda (HEP), remains the 
only supplier of electricity in the country and is the primary importer of 
electricity (with electricity imports around 36%, as a consequence steady 
increases over the past several years due to increased consumption and heavy 
droughts). 

HEP has been unbundled and the Transmission System Operator (TSO) and 
Distribution System Operator (DSO) are legally, accounting and functionally 
separated.  HEP remains state-owned and still retains through a holding company 
formation majority control over generation, transmission, distribution, trade and 
retail supply.  The Croatian Energy Market Operator (HROTE) was established in 
2005 by HEP and transferred to the state in 2007.  HEP produces the majority of 
domestic production through its' subsidiary HEP-Proizvodnja d.o.o. and a joint-
venture company with RWE - TE Plomin d.o.o.  HEP is also a co-owner of 
Kr ko Nuclear Power Plant in Slovenia (50% ownership), and energy produced in 
NPP Kr ko is used for supplying Croatian customers.  New production that is not 
connected to HEP is primarily new renewable production, and is still in the 
developing stages. 

The wholesale market model is based on bilateral contracts (between eligible 
customers and supplier for supply; and between supplier/trader and producer for 
sale).  The market is split into the provision of electricity as a public service to 
tariff customers and the free market.  In 2008, several amendments to the 
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electricity legislation brought important changes to the sector.58  The Electricity 
Market Act of 1 July 2008 made all customers eligible, i.e., free to choose their 
electricity supplier.  The amendments also require that HEP Operator 
distribucijskog sustava d.o.o. (hereinafter: HEP ODS) act as the energy operator 
performing all tasks of a distribution system operator, including those of a public 
supplier.  Eligible household customers who do not wish to exercise the right of an 
eligible customer or do not succeed in finding a supplier have a right to electricity 
supply from the suppliers of tariff customers (the public supplier).  A small 
customer must choose a supplier before 30 June 2009 and conclude a contract on 
supply with said supplier; also in that period the small customer has a right to 
electricity supply from a tariff customer supplier.  By the end of 2008, all 
customers using high voltage, a majority of customers using medium voltage and a 
part of small customers concluded a contract on supply with a supplier of eligible 
customers based on market criteria, which makes up to 33% of the total 
electricity delivered to customers.  Amendment to the Methodology on providing 
balancing energy services in the electric power system sets forth the unit price of 
electricity balancing for electricity calculation for eligible customers who have 
not found its suppliers in the prescribed period.  In July 2009, the Agency adopted 
one more amendment to said Methodology by which this price is more precisely 
defined. 

Croatia entered the inter-TSO compensation mechanism in 2008 (somewhat later 
than some of its neighbours), eliminating transit fees.  In December 2008, the 
Agency approved the new Rules on Allocation and Use of Cross-Border Transfer 
Capacity to increase harmonisation with the Regulation (EC) No. 1228/2003 and 
the corresponding guidelines for congestion management.  This is a positive step 
toward increased regional trade. 
 

b. Network access and tariffs  

Regulated pricing includes generation for households, transmission, distribution 
and retail/supply for households (pursuant to a new tariff system, adopted in 
2006, for the unbundled sector).  Currently a cost-of-service approach is being 
used without incentive components.  Addition of incentive requirements would 
benefit industry performance and is reflective of best practices.  A Government 
Decision on implementation of measures for mitigating electricity price increases 
for households (OG 75/08) was in force from 2 July 2008 to 30 June 2009, when 
tariffs were increased 20%.  Thus, steps are being taken to make tariffs more 
cost-reflective, while understanding transitional needs of households so that 
higher costs are integrated in a gradual manner.  Daily High-Low tariffs are in 
place for tariff customers, as well as tariffs for transmission and distribution 
(applicable for eligible customers).  Different tariff models exist for customers 
depending on different combinations of high-low tariffs and reactive power 
measurements.  There is a tariff system involving demand side management, but 
it is not widespread; overall efforts towards efficiency would benefit from 
additional use of demand side management. 

                                                
 
58 Amendments to the primary legislation are: The Act on Amendments to the Energy Act (Official Gazette “Narodne 
novine”, No. 152/08) and the Act on Amendments to the Electricity Market Act (Official Gazette “Narodne novine”, 
No. 152/08).  Key amendments to the secondary legislation include: Amendment to Methodology on providing 
balancing energy services in the electric power system (Official Gazette “Narodne novine”, No. 90/08) and new Rules 
on Allocation and Use of Cross-Border Transfer Capacity. 
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Though HERA enacts the methodology for calculating tariffs, the Government 
defines the amounts of tariff items based on a proposal from the MELE.  HERA 
provides its opinion but does not set the tariffs.  HERA is able to make the initial 
proposal for a change in tariffs, or the licensee may do so, but again, HERA is not 
able to set the tariffs. 

The TSO provides Third Party Access (TPA) to the network on a regulated basis.  
HERA may grant TPA exemptions limited for new investment consistent with 
best practices. 

Licensing requirements are consistent with the general practice within the EU 
Member States, requiring licences at each stage of the chain from generation to 
supply, i.e., separate licences for the TSO, DSO, market operator, generation and 
supply.  HERA has issued nine licences for electricity generation, again, new 
entrants are companies developing power plants based on renewable energy and 
do not have a large share of the market yet; HERA also issued four licences for 
electricity suppliers, with three issued to subsidiaries of HEP.  HERA issues the 
licence, and may temporary or permanently revokes the licence for carrying out 
energy activities.  More importantly, HERA also has the authority to order, in 
the case of an energy undertaking whose licence was cancelled or who stopped 
performing an energy activity, the transfer of plants, facilities, appliances, 
networks or systems to another energy undertaking to operate them, provided 
that the licence was not cancelled on the ground of safety failures on such plants, 
facilities, networks or systems.   

In the case of authorisations of new generating capacity, MELE provides 
approval for construction of generating facilities (for production of electricity), 
while HERA gives its opinion to MELE on the procedures and criteria for 
approval and construction, organises and carries out tendering procedures, and 
gives proposals to the Government on the calling for tenders and on selecting the 
most advantageous tender for such facilities of 50 MW and above.  
 

c. Operational environment  

HEP Supply is the public service supplier for tariff customers.  Generation for 
tariff customers is also a public service, carried out by HEP. 

Foreign investment is not restricted, and though HEP is currently state-owned, its 
privatisation is permitted and under consideration.  As noted, MELE authorises 
new generation capacity; HERA decides whether to call and organise tenders for 
new generation capacity under 50 MW and the Government addresses tenders 
above 50 MW.   

HERA has appointed a council for the regulatory affairs and a council for 
customer protection, which meet on an ad hoc basis, but at least two times a year.  
These councils make recommendations and opinions which are not binding on 
HERA, but can be publicly disclosed at HERA’s discretion.  The structure is a 
positive one, though it could be used to greater effect through increased meetings, 
transparent reporting, and an active role in a consultation process to assist the 
ongoing transformation of the sector.   

Each year, HERA presents a report to Parliament, and it is posted on its 
website.59  Its decisions are also posted, though only in Croatian, which presents 

                                                
 
59 http://www.hera.hr/english/html/annual_reports.html  
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some limitations for regional trade.  By law, HERA must hold evidentiary 
hearings for its decisions, but they are not public.  
 

3. Gas sector 
 

a.  Market framework  

The gas sector is unbundled and the market open by law as of August 2008, 
meaning that all customers are deemed eligible and can freely choose a supplier 
and negotiate a price, though in practice, as with electricity, one entity dominates 
the market.  Croatia has one natural gas producer, INA, which is mother 
company of the Prirodni Plin which is the wholesale and retail supplier, and also 
gas importer; one TSO, Plinacro, which was ownership unbundled in 2002 and is 
100% state owned; 38 distribution system operators, 13 of which are legally 
unbundled and 25 to which the 100,000 or fewer customer exemption applies; and 
39 suppliers, one of which is also a wholesale supplier.  The DSOs are either 
privately or municipally owned.  Gas storage was ownership unbundled in 2008.   
 

b. Network access and tariffs 

Tariffs are regulated for gas distribution, gas transmission, gas storage and gas 
supply of tariff customers.  Currently a cost-of-service approach is being used 
without incentive components.  There are two possibilities for setting rates:  (1) 
the system operator calculates and proposes the amount of tariff items to MELE 
and, based on the opinion obtained from HERA, MELE proposes the amount of 
tariff items to the Government of the Republic of Croatia which approves it; or 
(2) HERA calculates and proposes the amount of tariff items to MELE and, based 
on opinion obtained from the system operator, MELE proposes the amount of 
tariff items to the Government which finally approves it.  

The Government, subject to the proposal of the Minister and after obtaining 
HERA’s opinion, sets connection fees and fees for increase in connected load.  

 
In 2007, a revised Gas Market Act was adopted.  Open access is guaranteed by 
law.  Access is controlled by the TSO or relevant DSO and supervised by HERA 
and MELE.  Distribution networks in new territories are awarded through a 
concession-granting procedure.  New network rules for the gas transmission 
system and the first network rules for the gas distribution system were passed in 
April 2009, regulating technical conditions for the operation, management and 
development of the transmission/distribution system; connection to other parts 
of the gas system; connection to the transmission/distribution system; and 
measurement rules in gas transmission/distribution.  HERA resolves access 
complaints, subject to judicial review.   
 

c. Operational environment  

MELE is responsible for monitoring and forecasting supply and demand on the 
gas market, planning the construction and development of additional capacity, 
and proposing and taking measures in the case of a crisis situation.  The TSO is 
responsible for proposing a five-year transmission system development plan and 
the Minister approves the plan after MELE obtains an opinion from HERA.  
This allows the regulator to remain an active participant in the planning process, 
which becomes increasingly important with the recent opening of the gas market 
and efforts to expand the regional gas market in South East Europe.  This will 
become of increasing importance as the gas infrastructure is developed further 
(Croatia is in the process of working toward interconnection with Hungary).   
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Those entities supplying gas to tariff customers as of 31 July 2008 hold the public 
service obligation of gas supply for a period of five years.  After that period, the 
public service provider shall be selected by tender. 

Pursuant to the General Conditions of Natural Gas Supply, the TSO and DSOs are 
obligated to establish a system of gathering data on the reliability of gas delivery 
by 31 December 2010 and to propose to MELE the standard reliability of gas 
delivery by 31 December 2011.  The Minister shall, after obtaining an opinion 
from HERA, establish the criteria for standard reliability of gas delivery and for 
determining charges for any deviations from standard reliability of gas delivery by 
1 July 2012. 
 

4. Renewable energy sources/energy efficiency 

In the last couple of years, Croatia has expanded its efforts in this area, and is taking 
positive and active steps to promote sustainable energy.  The Energy Act defines 
combined heat and power, renewable energy and energy efficiency as crucial elements 
of Croatian energy policy.   

With respect to energy efficiency in particular, Croatia has developed a National 
Energy Efficiency Programme that runs from 2008 to 2016, though government 
adoption of the plan has lagged.  It has adopted an Act on Efficient End-Use of 
Energy, with enforcement beginning this year (2009), and secondary legislation to be 
adopted by the end of 2009.  Emissions are taxed, but there is no market-oriented 
scheme that would supplement energy efficiency projects.  In 2008, a new Act was 
passed on energy efficiency in end-use; a master plan for energy efficiency was 
created,60 though secondary legislation remains to be developed.  An Environmental 
Impact Assessment is now required for energy related facilities.  The evaluation of 
renewable energy potential is a requirement set by preliminary approval given by 
MELE, defined by the Rulebook on Usage of Renewable Energy Sources and 
Cogeneration.  A growing (but still limited) renewable energy production is outside of 
HEP and tied to a feed-in system, by which the market operator purchases the 
production and apportions (on a mandatory basis) the energy to suppliers, so that 
new renewable energy producers are guaranteed purchase. 

The Government defines incentives for generation from renewable sources and 
cogeneration, and enacts the tariff system for this generation subject to the proposal 
of the Minister, and after obtaining the opinion from HERA.  Electricity production 
from renewable energy and combined heat and power production is incentivised 
through a feed-in scheme, and the Ordinance on the Minimal Share of Incentivised 
Electric Energy Production Produced from Renewable Energy Sources and 
Cogeneration (Official Gazette, No. 33/07) defines a goal for incentivised production.  
The scheme includes all renewable energy (except hydro over 10 MW), micro 
cogeneration and high-efficiency cogeneration.  Energy produced in eligible power 
plants is taken by the Market Operator (www.hrote.hr) and distributed evenly among 
electricity suppliers.  The suppliers collect payments from customers for the energy 
produced in eligible generators and a levy on all delivered kWh.   

The current feed-in system, commenced in July 2007, is very attractive, and, as a 
result, over 200 projects using different renewable energy and cogeneration 
technologies have been registered as newly developed in the last two years, with over 
4.5 GW of planned capacity.  For the most part, HERA plays an advisory, secondary 
role to MELE with respect to renewable energy.  

                                                
 
60  http://www.ee.undp.hr/images/stories/masterplan/EEMP_final-eng.pdf 
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Croatia ratified the Kyoto Protocol to the United Nations Framework Convention 
on Climate Change in 2007, though with low emissions as a baseline, Croatia has had 
difficulty meeting its agreed-upon targets.  The Ministry of Environmental 
Protection, Physical Planning and Construction and the Croatian Environmental 
Agency are tasked with facilitating Croatia’s Kyoto requirements. 
 

5. Conclusion 

Croatia performs reasonably well overall and with respect to its grouping (Group B).  
Moreover, within its Group, Croatia has an electricity sector score of 0.878 relative 
to an Energy Community average of 0.860 for Energy Community contracting 
parties only and 0.827 for Energy Community contracting parties and observers 
(with 1.0 reflecting full adoption and implementation of best practices as identified in 
the benchmarks and indicators of this Assessment).  Croatia has a natural gas sector 
score of 0.839 relative to an Energy Community average of 0.711 for Energy 
Community contracting parties and observers with a gas sector.61  

Croatia’s desire to join the EU has provided an impetus for it to ensure that its 
regulatory frameworks in both the electricity and gas sectors meet EU requirements.  
The areas of renewable energy and energy efficiency regulation have in particular 
have seen recent rapid progress as to enactment of EU-compliant legislation and 
regulations.  In practice, within the electricity sector, state-owned HEP remains 
dominant and through its holding company retains majority control over generation, 
transmission, distribution, trade and retail supply.  One company, INA, dominates the 
gas sector as well, but the regulatory structures for permitting third-party access are in 
place, and Croatia is exploring further development of its transmission infrastructure 
with Hungary. 

                                                
 
61 Because many of the countries in this grouping have no gas sector, from a statistical point of view, the average must 
be taken across the full group of Energy Community contracting parties and observers, as dividing the group would 
result in too small a sample. 
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Electricity spider graph – Croatia 

 
 
Note: The diagram presents the electricity sector results of Croatia, in accordance with the benchmarks and 
indicators identified in the assessment model. The extremity of each axis represents an optimum score of 1.0, 
that is, full compliance with international best practices. The fuller the “web”, the closer the overall electricity 
regulatory framework approximates international best practices. The results for Croatia are represented by the 
thick bold line. For comparison purposes, the shaded area presents the electricity sector average of the Group B 
countries.  

Electricity Sector - Comparative view of Group B countries (contracting parties 
and observers) 

Notes: (O) stands for observers of the Energy Community Treaty. 
The results for Serbia do not include Kosovo. 
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Gas spider graph - Croatia 

 
 
Note: The diagram presents the gas sector results of Croatia, in accordance with the benchmarks and indicators 
identified in the assessment model. The extremity of each axis represents an optimum score of 1.0, that is, full 
compliance with international best practices. The fuller the “web”, the closer the overall gas regulatory 
framework approximates international best practices. The results for Croatia are represented by the thick bold 
line. For comparison purposes, the shaded area presents the gas sector average of the Group B countries.  

 
 
 
 
Gas Sector - Comparative view of Group B countries (contracting parties and 
observers) 

Notes: (O) stands for observers of the Energy Community Treaty.                                                                  
The results for Serbia do not include Kosovo. 

 

 




