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	REGULATORY IMPACT ASSESSMENT

	1. What is the issue being addressed?

	· When purchasing solid fuels, most consumers base their choice primarily on the price, without paying attention to the quality. This is due to the fact that customers are deprived of the possibility of choosing to buy solid fuel based on its quality, given the absence of regulations specifying quality requirements for solid fuels, which results, among other things, in the market being deregulated. Regardless of whether solid fuel originates from the domestic market or is imported, it should meet the quality requirements regulated by appropriate legal standards. In the light of the above, it is justified to implement quality requirements for solid fuels. The amendment will enable quality requirements for solid fuels to be introduced and the quality of such fuels to be controlled. 
· The knowledge acquired about this issue is based on the analysis of existing standards concerning solid fuels, the state of the art and current experience. Consultation took place with hard coal producers and State research institutions in order to introduce groups of solid fuel products which, after meeting specific requirements, would be placed on the market.
· The subjective scope of the Regulation covers sellers belonging to the solid fuel sector, State institutions and consumers of solid fuel. Its material scope includes the solid fuel market, fuel intended for urban and domestic use, and the impact of the Regulation will vary from one operator to another. The identified problem is single-aspect in nature.

	2. Recommended solution, including planned intervention tools and expected impact

	· The main impact of the amendment's entry into force will be to enable the quality of solid fuels to be monitored and controlled in line with the state of the art and experience in the application thereof, with a particular emphasis on reducing pollutant and greenhouse gas emissions.
· Another impact of the proposed solution will be to organise the solid fuel market and allow consumers to purchase solid fuels which comply with the quality requirements for fuels intended for urban and domestic use and to obtain accurate and complete information regarding the product.

	3. How was this problem solved in other countries, in particular OECD/EU Member States? 

	Not applicable.

	4. Entities affected by the draft

	Group
	Size
	Data source 
	Impact

	Producers of solid fuels — within the meaning of the Act on the fuel quality monitoring and control system
	23 mines
	ARP (Industrial Development Agency)
	Need to adjust the quality parameters for solid fuels to the requirements laid down in the Regulation issued pursuant to the Act.

	Companies which import hard coal
	48 companies
	ARP
	Need to adjust the quality parameters for solid fuels to the requirements laid down in the Regulation issued pursuant to the Act.

	Distributors of solid fuel
	10 000 fuel depots
	ARP
	Sale of the product in compliance with the quality requirements. Obligation to keep copies of declarations and copies of VAT invoices when purchasing fuels that do not meet the quality requirements from operators placing solid fuel on the market who place on the market solid fuel earmarked for the uses referred to in Article 1(2) of the amended Act and for uses different to that laid down by said provision.

	Office of Competition and Consumer Protection (UOKiK)/Trade Inspection
	UOKiK and 16 Regional trade inspection inspectorates
	UOKiK
	Need to include checks on the quality requirements for solid fuels in the procedures.
Checks on copies of declarations and copies of VAT invoices related to the purchase of fuels that do not meet the quality requirements from operators placing solid fuel on the market who place on the market solid fuel earmarked for the uses referred to in Article 1(2) of the amended Act and for uses different to that laid down by said provision.

	National Revenue Administration authorities
	Customs and tax authorities (16 including delegations — 45 and customs departments — 143).
	National Revenue Administration
	Need to include checks on the quality requirements for solid fuels in the procedures.


	Purchasers of solid fuel other than those meeting the requirements laid down in the Act
	4812 operators in the range 1–50 MW (including 3441 in the range 1–5 MW, 1253 in the range 5–20 MW, 112 in the range 20–50 MW)
	Database of KOBiZE (National Centre for Emission Management)
	Obligation to provide copies of plant operation certificates if solid fuel is purchased from operators placing solid fuel on the market who place on the market solid fuel earmarked for domestic use, for use in plants with an input of less than 1 MW and for other uses.

	Households
	Of the 13.4 million households in Poland, 5.5 million (40.9 %) use hard coal, including for the following purposes:
–	heating rooms 40.84 %,
–	heating water 28.33 %,
–	cooking meals 6 %
	GUS (Central Statistical Office of Poland)
	It will organise the solid fuel market by establishing standards of integrity for sellers and the quality of the goods.
The use of solid fuels which meet the quality requirements for heating purposes will have an impact on improving air quality in Poland by reducing so-called low emissions.

	5. Information on the scope, duration and summary of results of the consultation

	From 31 January to 21 February 2017, public and inter-ministerial consultations regarding the draft Act took place. At the same time, the draft was made available on the website of the Government Legislation Centre. The consultation period was shorter than 30 days owing to the overriding public interest, namely a rapid implementation of the draft regulations. 151 comments were made with regard to the Act. A consensus conference was held on 23 March of this year. A report on the consultation is annexed to the Regulatory Impact Assessment.


	6. Impact on the public finance sector

	(fixed prices for 2015)
	Impact over 10 years from the entry into force of the amendments [PLN million]

	
	0
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	Total (0–10)

	Total revenue
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	State budget
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Local government unit
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Other units (treated separately)
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Total expenditure
	0
	8.43
	7.99
	8.19
	8.39
	8.60
	8.82
	9.04
	9.27
	9.50
	9.73
	87.96

	State budget
	0
	8.43
	7.99
	8.19
	8.39
	8.60
	8.82
	9.04
	9.27
	9.50
	9.73
	87.96

	President of the UOKiK
	0
	3.31
	3.19
	3.27
	3.35
	3.43
	3.52
	3.61
	3.70
	3.79
	3.89
	35.05

	Regional Trade Inspectors
	0
	2.71
	2.52
	2.58
	2.65
	2.71
	2.78
	2.85
	2.92
	2.99
	3.07
	27.77

	National Revenue Administration
	0
	2.41
	2.28
	2.34
	2.40
	2.46
	2.52
	2.58
	2.65
	2.71
	2.78
	25.13

	Local government unit
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Other units (treated separately)
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Total
	0
	-8.43
	-7.99
	-8.19
	-8.39
	-8.60
	-8.82
	-9.04
	-9.27
	-9.50
	-9.73
	-87.96

	State budget
	0
	-8.43
	-7.99
	-8.19
	-8.39
	-8.60
	-8.82
	-9.04
	-9.27
	-9.50
	-9.73
	-87.96

	President of the UOKiK
	0
	-3.31
	-3.19
	-3.27
	-3.35
	-3.43
	-3.52
	-3.61
	-3.70
	-3.79
	-3.89
	-35.05

	Regional Trade Inspectors
	0
	-2.71
	-2.52
	-2.58
	-2.65
	-2.71
	-2.78
	-2.85
	-2.92
	-2.99
	-3.07
	-27.77

	National Revenue Administration
	0
	-2.41
	-2.28
	-2.34
	-2.40
	-2.46
	-2.52
	-2.58
	-2.65
	-2.71
	-2.78
	-25.13

	Local government unit
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Other units (treated separately)
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Source of financing
	State budget

	Additional information, including identification of data sources and assumptions made​in the calculation
	By providing comprehensive grounds for controlling the quality of solid fuels, the provisions of the Act will have a financial impact on the Office of Competition and Consumer Protection (UOKiK), the Trade Inspectorate and the National Revenue Administration authorities, whose facilities do not include laboratories adapted to sampling solid fuels and testing their quality. 
The analysis of the cost structure related to achieving the goals, based on the data presented by the UOKiK and the customs and tax authorities, shows that higher expenses would need to be incurred in order to set up functioning laboratories and to prepare control bodies for the required activities than if another solution was implemented, i.e. subcontracting external laboratories which would prove to be much cheaper. 
The option to outsource solid fuel quality tests has been based on estimated costs. 
According to the information presented by the UOKiK, the anticipated financial resources per year required to performance the tasks under the Act and draft regulations will amount to (year 2019):
1. costs of the President of the UOKiK
· taking solid samples and the testing thereof — PLN 2 500 000,
· filling 6 posts — PLN 511 286,
· remuneration PLN 421 406,
· associated costs PLN 82 764,
· Company Social Benefits Fund (ZFŚS) PLN 7 116,
· creation of 6 work posts — PLN 47 400 (first year),
· overhaul of the computerised system and the e-inspector database — PLN 150 000 (first year),
· training of UOKiK employees and Regional Trade Inspectors — PLN 100 000
— total: PLN 3 308 687
2. costs of Regional Trade Inspection Inspectorates
· filling 32 posts — PLN 1 792 550,
· remuneration PLN 1 466 564,
· associated costs PLN 288 033,
· Company Social Benefits Fund (ZFŚS) PLN 37 953,
· creation of 32 work posts — PLN 252 800 (first year),
· control obligations concerning fuel quality certificates and conducting related administrative investigations — PLN 360 000,
· current expenditure (office materials, postal services, etc.) — PLN 304 000
— total: PLN 2 709 350.
Expenditure related to solid fuel sampling will include the costs charged by laboratories possessing specialist skills and specialised technical equipment for testing and control samples. These costs also include the financial means necessary to cover the expenses related to new work posts, in particular in the Regional Trade Inspectorates carrying out inspections in collaboration with specialist laboratory staff members, and to the work posts of the staff operating the solid fuel monitoring system at the UOKiK, as well as the expenses related to preparing staff for the performance of new tasks.
The amount will be slightly higher in the first year of the Act’s implementation, as one-off costs have been included related to creating work posts, training staff, overhauling the e-inspector database, etc. Pursuant to the Act of 25 August 2006 on the fuel quality monitoring and control system, the inspections will be carried out by authorised employees of the Trade Inspectorate (domestically) and of customs and tax authorities (at the Polish borders). 
Inflation has been added to the expenditure for the coming years in line with the Guidelines for the use of common macroeconomic indicators serving as the basis for assessing financial impact of drafted acts (October 2017).
The amounts presented in the table cover the costs of taking and testing approx. 1 400 samples per year at external laboratories, representing 10 % of solid fuel depots operating on the territory of Poland (testing of approx. 1 000 samples taken during inspections by the Trade Inspectorate using established methods) and 10 % per year of the solid fuels approved for marketing by the National Revenue Administration authorities (testing of approx. 400 samples per year by the customs and tax authorities). 
The overall costs have been calculated based on the costs presented by the UOKiK (1 000 samples) and increased by 40 % to account for the National Revenue Administration's costs (400 samples).
The costs have been gathered according to the information on market prices presented by external accredited laboratories sampling and testing solid fuels in 2017.
The actual costs of taking and testing the samples by external laboratories will be confirmed during tenders.
In 2018, the draft Act will not have any financial impact on the state budget.
The Regulation does not impact the budgets of local government units.

	7. Impact on the competitiveness of the economy and enterprise, including the functioning of enterprises and impact on families, citizens and households 

	Impact

	Time (in years) since entry into force of the amendments
	0
	1
	2
	3
	5
	10
	Total (0–10)

	In monetary terms
(In million PLN, fixed prices for 2016)
	Large enterprises
	-120
	-50
	-50
	-50
	-50
	-50
	-620

	
	Micro, small and medium-sized enterprises
	
	
	
	
	
	
	

	
	Families, citizens and households
	-49
	-49
	-49
	-49
	-49
	-49
	-539

	In non-monetary terms
	Large enterprises
	The provisions being introduced will have no impact on the activities of large enterprises with the exception of those placing on the market coal sludge and floto-concentrates earmarked for domestic use. Practical experience has shown that hard coal quality tests are already being conducted at mine laboratories (for both industrial and individual consumers). A ban on the sale of coal sludge and floto-concentrates to individual consumers will generate costs, which will force coal producers to find new markets or uses for the above-mentioned solid fuels. 

	
	Micro, small and medium-sized enterprises
	The entry into force of the Regulation will have no impact in non-monetary terms.

	
	Families, citizens and households
	The introduction of quality requirements for solid fuels will exclude fuels which do not meet the minimum requirements from being marketed and will also allow potential buyers to choose fuels with high quality parameters. The above-mentioned activities may therefore contribute to reducing so-called low emissions and to improving the health and quality of life of citizens as a result.

	Immeasurable
	
	The type of fuel burned is not the only factor influencing heating efficiency. Home heating costs also depend on the standard of thermal insulation, as well as the efficiency of the heating system. The combustion of the highest quality solid fuel in an old, low-efficiency boiler will not produce results comparable to those obtained from the combustion of adequate quality solid fuel recommended by the manufacturers of high-quality boilers.

	Additional information, including identification of data sources and assumptions made​in the calculation
	The costs for large enterprises, in this case those placing on the market coal sludge and floto-concentrates earmarked for domestic use, have been estimated taking into account lost sales revenue and the costs of disposing of unsold fuel. Cost reduction will result from increased utilisation of the above-mentioned fuels in facilities whose systems are not covered by the draft Act and their use for other purposes, e.g. for rehabilitation. It is estimated that the costs will amount to about PLN 50 million per year. Furthermore, to comply with the new requirements, mining companies will need to make the necessary investments, which are estimated at about PLN 70 million.
Costs for households have been estimated based on the estimates from 2016, which vary by 5–10 % depending on the source. The intention is to eliminate sales of coal sludge, floto-concentrates, and lignite earmarked for urban and domestic use. Polish households use from 1 to 1.5 million tons of coal sludge and floto-concentrates, and 0.7 million tons of lignite. The average net price of coal sludge and floto-concentrates in mines amounts to PLN 158/ton. The net price of lignite amounts to approx. PLN 124/ton. The costs of the above-mentioned fuels purchased for urban and domestic use in 2016 amounted to PLN 324 million. The average calorific value of the coal sludge and floto-concentrates sold for urban and domestic use amounts to 15 MJ/kg, and 8 MJ/kg for lignite. By substituting coal sludge, floto-concentrates and lignite with coal dust with a calorific value of 21 MJ/kg and a net price of PLN 260/ton (details taken from a price list of one of the mining companies), we will use 1.4 million tonnes of coal dust with the above-mentioned parameters, worth approximately PLN 373 million net. These costs do not include intermediary or transport costs. Inflation has also not been taken into account. Fluctuations in fuel prices on the market, which may have the most significant impact on all costs in the long term, have not been included.

	8. Change of regulatory burden (including disclosure obligations) resulting from the draft

	|_| Not applicable

	Burdens are placed outside those strictly required by the EU (see reverse side of the compatibility table for details).
	|X| Yes
|_| No
|_| Not applicable

	|_| Reduction in the number of documents 
|_| Reduction in the number of procedures
|_| Shortening of the time to settle the matter
|_| Other: 
	|X| Increase in the number of documents
|X| Increase in the number of procedures
|_| Extension of the time to settle the matter
|_| Other: 

	The implemented burdens are adapted to their digitisation. 
	|_| Yes
|_| No
|X| Not applicable

	A seller placing on the market solid fuel issues a fuel quality certificate at the time of the sale of, for example, hard coal, and is obliged to provide the client with a certified true copy. The proposed system will not lead to increased costs for producers related to issuing fuel quality certificates. Mining companies have created their own systems for quality control and providing customers with information on the quality of the product. For producers, the system for providing customers with the information on solid fuel quality will be harmonised. For intermediaries who mix or package solid fuel, solid fuel quality tests should be carried out before issuing a quality certificate. If an intermediary sells solid fuel without making any alterations to its quality, they also need to issue a quality certificate; they may, however, base it on a copy of the certificate issued by the producer.
Purchasers of solid fuel which does not meet the quality requirements will be obliged to present a relevant certificate if they possess a plant requiring a permit under Article 181(1)(1) or (2) of the Environmental Protection Act of 27 April 2001 (Journal of Laws 2017, item 519, as amended) or a declaration referred to in Article 152(1) of said Act. The certificate is issued at the request of the environmental protection authority which issued the permit or accepted the declaration.
Solid fuel which does not meet the quality requirements may also be purchased by a seller trading solid fuels upon presentation of a document which provides proof of the performance of such activities.

	9. Impact on the labour market 

	Not applicable.

	10. Impact on other aspects

	|X| Environment
|_| Regional standing and development
|X| Other: fuel market
	|_| Demography
|_| State property
	|_| Computerisation
|X| Health

	Discussion of the impact
	The Regulation will have a positive impact on the fuel market, because it will introduce quality requirements for the fuels in question and will enable them to be controlled.
Introducing quality requirements for solid fuels will have a long-term positive impact on the quality parameters of air (in particular in urban areas) and, consequently, on the health and quality of life of citizens.

	11. Scheduled implementation of the act's provisions

	Not applicable.

	12. How and when will the impact of the draft be assessed, and what measures will be applied?

	The assessment of the impact of the draft will be carried out during the revision referred to in Article 3a(2a) of the amended Act. In case of a substantial change in air quality, the above-mentioned revision will form the basis for amending the quality parameters laid down in the Regulation issued pursuant to Article 3a(2) of the Act and the values contained therein.

	13. Annexes (important source documents, research, analyses, etc.) 

	A report on social consultation.
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