


4.1 Introduction

This chapter describes the legislative
and political framework for the power
sector. Chapter 10 discusses water
resource management in more detail.

A developer must have a licence
pursuant to the Watercourse Regula-
tion Act to carry out regulatory meas-
ures or divert water in a watercourse.
This Act also gives the licensee the
authority to expropriate the neces-
sary property and rights in order to
carry out regulatory measures. The
Industrial Concession Act specifies
that anyone who acquires ownership,
user rights or long time user rights to a
waterfall must obtain a licence. Devel-
opment of a waterfall and construc-
tion of a power station usually require
an additional licence pursuant to the
Water Resources Act. The Energy Act
requires licensing of all installations to
generate, transmit and distribute elec-
tricity, from power station to consumer.
Alicence pursuant to the Energy Act is
also required to trade electricity.

The legislation mentioned above is
of particular importance to the energy
and water resources sector. Other gen-
eral provisions relevant to the sector

are discussed later in this chapter.

Figure 4.1 shows which legislation
applies to the different parts of the
Norwegian hydropower system, from
impounding water in a regulation reser-
voir in the mountains until electricity is
delivered to the consumer.

4.2 Special legal framework for
hydropower development

When a watercourse is used for hydro-
power development, conflicts may arise
between a number of user groups and
environmental interests. It has there-
fore been necessary for the authorities
to develop extensive legislation relat-
ing to hydropower, which lays down
requirements for obtaining licences for
various purposes. The most important
elements in the framework for hydro-
power development are the protection
plans for water resources, the Manage-
ment Plan for Water Resources, the
Industrial Concession Act, the Water-
course Regulation Act and the Water
Resources Act. The water resource
authorities are responsible for manag-
ing water resources within this frame-
work.

Figure 4.1 Legislation governing licensing in the hydropower sector
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Figure 4.2 Administrative procedures involved in licensing hydropower developments
(more than 40 GWh/year) which require an EIA pursuant to the Planning and Building Act

The licensing authorities are the bod-
ies responsible for processing licence
applications and for issuing licences.
They include the parliament, the gov-
ernment, the Ministry of Petroleum
and Energy and the Norwegian Water
Resources and Energy Directorate
(NVE).

In cases where a license is required
pursuant to the Industrial Concession
Act, the Watercourse Regulation Act
or Water Resources Act, the NVE is
responsible for coordinating application
procedures. Once a project has been
approved in the Management Plan for
Water Resources, the actual application
process starts when the developer

sends notification of the project to the
NVE. This notification is released to
public inspection and circulated to local
authorities and organisations for com-
ment.

The NVE, in consultation with the
local authorities concerned and other
authorities, then decides whether an
environmental impact assessment
(ETIA) must be carried out in accord-
ance with the provisions of the Plan-
ning and Building Act. In accordance
with the environmental impact regula-
tions, a consequence analysis is always
required for all power stations larger
than 40 GWh. Consequence analysis
is required for plants of more than



30 GWh if significant environmental

or social impact can result. Even if
notification is not required pursuant

to the Planning and Building Act, the
consequences of the project must be
described in detail as part of the licence
application.

If notification is required pursuant
to the Planning and Building Act, NVE
will determine the final content of the
study programme after submitting this
to the Ministry of the Environment.
The authorities and organisations
which received the application for com-
ment also receive a copy of the final
study programme.

When the study programme has been
completed, it is submitted together with
the licence application. The application
and environmental impact statement,
if any, are then subject to a process of
public consultation with government
authorities, organisations and landown-
ers affected by the proposal. The NVE
then makes an overall evaluation of the
project and submits its recommenda-
tions to the Ministry of Petroleum and
Energy.

The Ministry prepares the matter
for the government and submits its
recommendation on the project. This
recommendation is based on the appli-
cation, the recommendations of the
NVE, the views of the other ministries
involved and of local authorities, and
the Ministry of Petroleum and Energy’s
own evaluation. The government then
makes a decision on development and
regulation in the form of a royal decree.
In the case of a major or controversial
watercourse regulation or hydropower
development, a Proposition is submit-
ted to the Storting so that it has an
opportunity to debate the matter before
a licence is formally granted by the
King in Council. Figure 4.2 shows the
administrative procedures involved and
what is carried out by the developer,

the licensing authorities and other
authorities involved, and in relation to
landowners and other parties with an
interest in the matter.

Power stations with an installed
capacity of less than 10 MW are sub-
ject to a simpler process than larger
projects. In addition, the Ministry
has delegated the authority to licence
power stations with an installed capac-
ity of less than 10 MW pursuant to the
Water Resources Act to the NVE. This
also contributes to faster consideration.

4.2.1 Protection plans and the
Management Plan for Water
Resources
Many watercourses are permanently
protected against hydropower develop-
ments. Parliament adopted four pro-
tection plans between 1973 and 1993,
and a supplement in February 2005.
This is called the Protection plan for
watercourses. These plans represent
binding instructions to the authorities
not to licence regulation or develop-
ment of the rivers included in the plan
for the purpose of hydropower genera-
tion. When evaluating the rivers to be
included, safeguarding a representative
cross-section of Norwegian river sys-
tems have been considered important.
Any distinctive features and opportuni-
ties for outdoor recreation in and near
the rivers are also important considera-
tions. A total hydropower potential of
about 44 TWh per year has been pro-
tected from hydropower development.
River system protection was codified in
the 2000 Water Resources Act, which
defines what is meant by protected
watercourses and lays down provisions
for their protection also from types of
development other than hydropower
projects.

The Management Plan for Water
Resources is a recommendation from
the government to the Storting. See
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Report No 60 (1991-92) to the Storting.
It sets priorities for considering indi-
vidual hydropower projects and divides
these into two categories. Those in cat-
egory I can be considered for licensing
now, as can certain projects exempted
from the Management Plan. Projects
in category II and projects not covered
by the Management Plan cannot be
considered for licensing at present, but
may be used for hydropower develop-
ment or other purposes at a later date.
The order of priority for considering
individual hydropower projects is
based on economic considerations

and the degree of conflict with other
interests. In other words, the aim to
ensure that those rivers which can
provide the cheapest power with the
smallest environmental impact are to
be developed first. However, approval
of a project in the Management Plan
does not mean that the authorities have
made an advance commitment to grant
a licence. The licensing authorities
have sometimes refused applications
for projects in category 1. Provisions

in the Watercourse Regulation Act and
the Water Resources Act provide the
licensing authorities with the authority
to postpone the processing of applica-
tions which, pursuant to the Manage-
ment Plan, should not be considered
for licensing at the present time.

Since the Storting considered the
Management Plan in 1993, the frame-
work for hydropower development
has altered in a number of ways. Most
projects which are notified today are
technically, environmentally and finan-
cially different than that those origi-
nally presented in the Management
Plan. The government is accordingly
planning considerable modification
and simplification of the Management
Plan, with the current division of hydro-
power projects by categories due to be

replaced by one based on river systems.

4.2.2 The Industrial Concession Act
In order to utilise water for electric-

ity generation, a waterfall or head is
required which allows the potential
energy to be exploited. The owner

of a waterfall is the landowner. The
acquisition of rights of ownership,
user rights or long term use rights of
use to a waterfall by others than the
state requires a licence pursuant to
the Industrial Concession Act if it is
assumed that the waterfall can provide
an output exceeding 4 000 natural
horsepower (2 944 kW) after regula-
tion, either alone or in conjunction
with other waterfalls which would be
technically and economically feasible to
develop with it.

When the Act was passed in 1917, it
was framed in a way which adequately
safeguarded the interests of the state
and the general public. This included
provisions on pre-emption rights,
licences of limited duration and the
right of reversion to the state when a
licence expires. The right of reversion
means that the state takes over a water-
fall and any hydropower installations
free of charge when a licence expires.
Pre-emption means that the central
government or the county council has a
right to enter into the purchase agree-
ment instead of the purchaser, but with
the same rights and obligations as are
set out in the contract with the latter.

Pre-emption rights and the right of
reversion to the government apply
only in the case of private ownership.
A power station is considered to be
private when the state owns less than
2/3 of the company. The state has a
pre-emptive right to acquire shares
or stakes whose transfer would result
in the state owned proportion falling
below 2/3. If the state chooses to not
use its pre-emptive right, the compa-
ny’s time unlimited licence is converted
to time limited. In such cases, the



licence runs for 60 years from the date
when the original licence was granted,
and the rights revert to the govern-
ment when the licence expires.

Until the amendment in 1992, the
government’s pre-emption rights with
respect to waterfalls and power stations
could only be exercised the first time a
waterfall or power station was acquired.
After the amendment, the government
may also exercise its pre-emption rights
over the resale of local authority-owned
power utilities or the sale of shares
or interests in such companies. Pre-
emption rights apply when a property
transfer results in the public share of
ownership dropping below two thirds,
regardless of whether the privately-
owned share is held by one or several
companies. The county authorities have
pre-emption rights for waterfalls on the
first occasion when a licence for the
acquisition of a particular waterfall or
power station is granted, but this only
applies if the government chooses not
to make use of its pre-emption rights.
Decisions by counties to exercise their
pre-emption rights must be approved
by the King in Council.

The Industrial Concession Act
includes mandatory terms relating to
licence fees and the obligatory sale of
power to the local authorities in which
the waterfalls are situated. These enti-
tle the local authority to buy 10 per cent
of the power generated at cost. The
Act also authorises the introduction of
further conditions relating to environ-
mental considerations and the local
community.

4.2.3 The Watercourse Regulation
Act

In order to regulate output from a
power station over the year to cor-
respond with varying demand, the
ability to use a regulation reservoir to
store water can be of crucial economic

importance. See Chapter 2. Ownership
rights to a waterfall do not in them-
selves confer the authority to use water
from a regulation reservoir for power
generation. This requires a separate
licence pursuant to the Watercourse
Regulation Act.

The Act applies to regulatory meas-
ures which even out fluctuations in
water flow in a river during the year. As
a general rule, it provides the authority
to prescribe similar conditions to those
authorised by the Industrial Conces-
sion Act, but additional special terms
may be imposed to reduce the damage
caused to a watercourse by regulation.
For example, special rules may be
specified about the establishment of
a fish fund if regulation damages the
fish stocks in a watercourse. Rules for
reservoir drawdown are also issued,
including provisions on the minimum
permitted rate of flow and the volume
of water which may be released at dif-
ferent times of the year. The highest
and lowest permitted water levels are
specified in these rules. Licences for
regulatory measures may be revised
after 30 or 50 years, depending on
when they were issued. The NVE
decides whether revision is to take
place after an authority outside cen-
tral government (generally the local
authority) or others representing the
public interest have required revision
of the conditions in a licence. This
procedure primarily provides oppor-
tunities to specify new conditions to
mitigate environmental damage which
has occurred as a result of regulatory
measures.

Licences for watercourse regulation
also include requirements on obliga-
tory sales of power and annual licence
fees to central government and to the
local authority or authorities in which
the watercourse is situated. The fee is
determined on the basis of the increase
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in electricity generation resulting from
regulation, and is intended to compen-
sate for any adverse effects. In addi-
tion, the creation of a business devel-
opment fund for the local authority

is generally required. Such funds are
intended partly to compensate for any
adverse effects, and partly to ensure
that the local authorities enjoy a share
of the economic benefits of hydro-
power development. Establishment of
a business development fund may also
be required pursuant to the Industrial
Concession Act.

4.2.4 The Water Resources Act

Even if a developer already owns the
rights to a head of water and does not
need to regulate a watercourse, meas-
ures necessary to exploit the hydro-
power potential normally will require a
separate licence pursuant to the Water
Resources Act. The Water Resources
Act is a general act which applies to

all types of works in a watercourse. It
came into force on 1 January 2001 and
replaces most of the 1940 Watercourses
Act. Its purpose is to ensure that river
systems and ground water are used
and managed in accordance with the
interests of society. The main criterion
for giving permission for works in
watercourses is that their benefits are
greater than the damage or inconven-
ience to public and private interests

in the river or catchment area. The
Water Resources Act also provides the
authority to impose a number of condi-
tions to compensate for and mitigate
the adverse impacts of developments in
river systems. This is further discussed
in Chapter 10.

Some micro and mini power stations
can have so insignificant impact that
they can be licence exempt. The water
authorities can give advance assurance
of licence exemption. This Act is fur-
ther discussed in Chapter 2.
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This figure shows administrative procedures for licensing of projects that come under the Energy Act, and the
most important differences from the procedures pursuant to the water resources legisiation, cf. figure 4.2.

Figure 4.3 Administrative procedures for licensing electrical installations pursuant to the Energy Act

(power lines, gas-fired stations, wind farms, etc.)



4.3 The Energy Act

The Energy Act of 29 April 1990 no.

50 establishes the organisational
framework for Norway’s power sup-
ply system. Through the Energy Act,
Norway became the first country in
the world to open for customers to
freely choose power supplier. The Act
regulates through different licence
schemes including: The construction
and operation of electrical installations,
district heating systems, electricity
trading, control of monopoly opera-
tions, foreign trade in power, metering,
settlements and invoicing, the physi-
cal market for trade in power, system
coordination, rationing, electricity sup-
ply quality, energy planning and con-
tingency planning for power supplies.
The Energy Act has been the object of
evaluation in relation to the EU’s new
electricity market directive (directive
2003/54/EC) and the decree on cross
boarder electricity trading (decree EC
no. 1228/2003 and a legislative amend-
ment proposal was presented to parlia-
ment in the spring of 2006.

The authority to make decisions
pursuant to the Energy Act has largely
been delegated to the NVE. The most
important exception is that the Min-
istry of Petroleum and Energy has
retained the authority to issue electric-
ity export and import permits.

The Ministry of Petroleum and
Energy is the appeals instance for deci-
sions made by the NVE pursuant to
the Energy Act. As a general rule, the
Ministry will therefore only consider
matters involving an appeal against a
licensing decision made by the NVE.
The King in Council is the appeals
instance for matters dealt with in the
first instance by the Ministry, such as
export and import licences.

4.3.1 Administrative procedures
pursuant to the Energy Act
Applications should be sent to the
licensing authority, which normally is
NVE.

If the application is covered by the Plan-
ning and Building Act chapter VII-a, a
consequence analysis must be included
with the application.

If an EIA pursuant to the Planning and
Building Act is required for a project,
the same procedures are followed both
for projects licensed under the Energy
Act and for those licensed under legis-
lation relating to water resources (see
figure 4.2).

If no EIA is required pursuant to the
Planning and Building Act (for example
for small power lines), the first step
is an application to the NVE pursuant
to the Energy Act. The consequences
associated with such cases are evalu-
ated with the application and NVE’s
assessment pursuant to the Energy
Act. NVE is responsible for processing
all applications, for making the docu-
ments available for inspection by those
affected, and for holding public meet-
ings if necessary.

Important differences from proce-
dures for projects dealt with under the
water resources legislation are that the
NVE itself makes decisions in cases
pursuant to the Energy Act, and that no
recommendation is sent to the Ministry
unless the Ministry is the first instance
pursuant to the Act. See section 4.3
above.

In addition, the Energy Act does not
include the special provisions found in
the water resources legislation which
require matters of principle and appeals
to be submitted to the parliament.

If an NVE licensing decision is
appealed, an ordinary appeals proce-
dure is initiated pursuant to the provi-
sions of the Public Administration Act.
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The Ministry holds further public con-
sultations as part of the appeals proce-
dure if necessary, and a public meeting
and inspection of the site generally also
takes place. When the Ministry has
made a decision on the appeal, it is final
and the only recourse is to bring an
action against it.

4.3.2 Local area licences

Alocal area licence is required for
the construction of lines and electric-
ity distribution installations carrying
a voltage of 22 kV or less. The party
which holds a local area licence need
not apply for a licence pursuant to the
Energy Act for each separate installa-
tion. The procedures are thus simpler
than in cases where a construction and
operating licence must be obtained.
Local area licences include a require-
ment for distribution companies to
supply electricity to customers within
the geographical area covered by the
licence.

4.3.3 Construction and operating
licences

Before the construction of power sta-
tions, transformer stations and trans-
mission lines not covered by a local
area licence as described above, the
developer must apply for a separate
construction and operating licence
for each installation. This applies to
all electrical installations, including
gas-fired power stations, wind farms
and facilities required for hydropower
stations if these exceed the size limits
specified in regulations issued pursuant
to the Energy Act.

The purpose of this licensing system
is to ensure that electrical installations
are constructed and operated on the
basis of uniform standards. Construct-
ing high-tension transmission lines and
transformers often has a substantial
impact on the surrounding environ-

ment. In line with the object of the
Energy Act, licensing procedures take
account of both socio-economic consid-
erations and the public interest — with
regard to the environment, for instance.
A number of conditions can be
stipulated in the licences. The condi-
tions are as stated in the Energy Act,
paragraph 3-4 and the regulations in
the law. They include a requirement for
the installation to contribute to rational
energy supplies, provisions on project
start-up timing, construction, technical
operation, utilisation of capacity at each
plant, terms intended to avoid or limit
damage to the environment or cultural
monuments, stipulations relating to
the organisation and expertise of a
company granted a licence, and other
conditions which may be required in
the individual case. When applications
to construct gas-fired power stations at
Kollsnes and Karste were processed,
for instance, the licences included a
requirement to plan for CO, removal
from the flue gases at a later date.
Applicants must prepare long term
plans for the development of power sys-
tems within their area. For more infor-
mation on energy planning, see chapter
4.3.9. Licensees are obliged to cooper-
ate in harmonising their individual
power supply plans with each other and
with the national power supply system.

4.3.4 Trading licences

Any entity which trades electricity or
which may be involved in monopoly
operations must hold a trading licence.
Only the state may trade electricity
without a licence. They are issued by
the NVE.

The largest group covered by these
arrangements are undertakings
involved in the retail sale of electric-
ity — either generated by themselves
or purchased - transmitted via their
own grid to end-users for general con-



sumption in a specific area, and others
which own a distribution or transmis-
sion grid. In addition, this covers pure
trading companies that buy power from
producers or over the power market
and sell it further. If operations requir-
ing a licence are limited in extent or
only make up a small proportion of

an undertaking’s activities, a trading
licence can be issued on simplified
terms. Power brokers who do not take
any responsibility for the financial
aspects of a contract do not need to
hold licences.

Trading licences are an essential
part of the market-based power trad-
ing system. They are intended to safe-
guard customer interests by helping
to ensure financially-sound electricity
trading and to regulate grid man-
agement and operation as a natural
monopoly.

The system of trading licences pro-
vides the authority to regulate grid
management and operation, which
form a natural monopoly. Prices
charged by the distribution companies
for electricity transmission may not
exceed what is required over time
to cover grid investment and operat-
ing costs plus a reasonable return
on investment. Vertically-integrated
utilities which hold trading licences
must keep separate accounts for grid
management and operations and for
operations subject to competition
(sales and production). This enables
the NVE, which is responsible for
regulating monopoly operations, to
evaluate whether prices set for power
transmission are reasonable. Moreo-
ver, licensees are required to provide
market access to all customers for grid
services by offering non-discrimina-
tory and objective point tariffs and
terms. The NVE has issued further
regulations on income frameworks,
charges and metering, and settlement

of electricity trades. See Chapter 6 for
further details about the regulation of
monopoly operations.

4.3.5 Marketplace licences

A licence is required for the organisa-
tion and operation of marketplaces for
physical trading in electrical energy.
Such marketplaces play a key role

in market-based electricity trading.
Marketplace licences make it possible
for the energy authorities to specify
conditions and regulate various factors,
including price-setting, obligations

of the marketplace towards system
operators, transparency, conditions for
players proposing to engage in trade,
neutral behaviour and non-discrimina-
tion. Power trading is further discussed
in Chapter 7.

4.3.6 Licences to trade power with
other countries

Pursuant to the Energy Act, a licence
is also required for foreign trade in
electricity. The Ministry of Petroleum
and Energy is responsible for issuing
such licences. The organisation should
ensure the most secure and efficient
power exchange possible with foreign
countries. Statnett SF and Nord Pool
Spot AS are licensed to organise trade
in power with foreign countries. For-
eign trade in electricity is further dis-
cussed in Chapter 7.

4.3.7 District heating systems

In accordance with the Energy Act, a
general licence is required for district
heating plants with a total power output
of more than 10MW, as specified by
the regulations. There is also an option
to apply for a licence for smaller plants
if the developer wants the municipal-
ity to order compulsory connection

to relevant district heating customers
in accordance with the Planning and
Building Act.
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The municipal council can resolve,

in accordance with the Planning and
Building Act, to order compulsory
connection to plants which have been
awarded licences. This means that
buildings constructed within the licens-
ing area must be connected to the dis-
trict heating system.

The Act also regulates the prices
which may be charged for district heat-
ing. These must not exceed charges for
electrical heating in the same supply
area. If it is mandatory for the customer
to be connected to the installation, it is
also possible to appeal to the NVE over
prices and other conditions.

4.3.8 Responsibilities for system
coordination, rationing and delivery
quality

System operator responsibilities
include ensuring an instantaneous
balance between total generation and
consumption of electricity at any given
time. The system operator must also
take steps to ensure a satisfactory qual-
ity of supply in all parts of the country.
The Ministry of Petroleum and Energy
appoints the system operator, which is
Statnett SF, and specifies terms for this
appointment. The department has in
the energy regulations provided more
detailed regulation on system responsi-
bility. For further information on Stat-
nett SF, see Chapter 5.4.

The Energy Act also contains a provi-
sion on electricity rationing, including
enforced reductions in supply and requi-
sitioning. Rationing can be put into effect
if extraordinary circumstances make this
necessary. The provision states that NVE
is the rationing authority and is responsi-
ble for planning and administrative imple-
mentation of any measures required in
connection with such action. Separate
rationing regulations have been issued
by the directorate.

The Act also confers the authority to

issue regulations on delivery quality in
the electricity system. New regulations
on delivery quality in the power system
was resolved in the autumn of 2004 and
came into effect on 1 January 2005.

4.3.9 Energy planning

One chapter of the Energy Act deals
with energy planning, which is
intended to ensure the evaluation of
different solutions for developing a
rational energy supply system in social
terms. Everyone licensed pursuant to
the Act to operate electrical or district
heating facilities is duty-bound to par-
ticipate in such planning. The NVE
has issued regulations on energy stud-
ies. According to the regulations, all
distribution companies are to provide
an energy report for each municipal-
ity within their distribution area. This
should be updated each year. The
energy study is to describe the current
energy systems and the energy mixes
in the municipality, expected station-
ary energy demand in the municipality
and the most relevant energy solutions
for areas in the municipalities in which
the most significant changes in energy
demand are expected. The distribution
companies should also annually hold

a public meeting with the municipality
and interested energy players where
the energy study is presented and
discussed. The first energy study was
carried out in 2004 and was updated in
2005.

4.3.10 Contingency planning for
power supplies

Because power supplies are so impor-
tant to society, and because of the pub-
lic interest related to power supplies,
the Energy Act includes provisions
which confer the authority to imple-
ment any contingency measures that
are necessary to protect installations
against damage from natural condi-



tions, technical failure or deliberate
sabotage in peacetime or during a state
of emergency or in the event of war.
These provisions apply to power sup-
plies in general, irrespective of whether
or not undertakings are licensed pursu-
ant to the Act.

During a state of emergency or in the
event of war, control of power supplies
passes to the Power Supply Prepared-
ness Organisation. This body includes
all the entities responsible for power
supplies during peacetime. The NVE is
charged with coordinating contingency
planning during a state of emergency
or in time of war.

NVE may also assign duties to the
preparedness organisation during
peacetime in the event of damage to
power supply installations from natural
conditions, technical failure, terrorist
action or sabotage. Regulations on con-
tingency planning in the power system
have been issued by the NVE.

4.4 Other legislation

4.4.1 The Planning and Building Act
The Planning and Building Act applies
to a large extent in parallel with the
energy and water resources legislation.
This means that almost all projects
must be processed in accordance with
both sets of legislation.

Provisions in the Planning and Build-
ing Act which relate to an EIA apply to
all projects pursuant to the energy and
water resources legislation. Briefly,
these provisions make an EIA manda-
tory for all types of large project, and
for smaller projects if they satisfy cer-
tain criteria.

Efforts are currently being made
to harmonise the planning provisions
of the Planning and Building Act with
the provisions in the energy and water

resources legislation relating to hydro-
power development and the construc-
tion of power lines.

The provisions of the Planning and
Building Act relating to building are
generally not applicable to projects
pursuant to the energy and water
resources legislation. This follows from
the regulations relating to adminis-
trative procedures and regulation of
building projects issued pursuant to the
Planning and Building Act.

4.4.2 Competition legislation

The new Competition Act came into
effect 1 May 2005 and provides the
legal framework for the section of the
power market subject to competition
and applies in addition to the Energy
Act. The Competition Act is intended to
promote competition in order to secure
efficient use of society’s resources.
Enforcement gives particular weight to
consumer interests.

Cooperation which inhibits competi-
tion and misuse of a dominant market
position are prohibited under the Act. It
also allows the competition authorities
to impose substantial fines if these pro-
hibitions are breached, and to reduce
such penalties for companies which
assist the authorities in exposing such
violations. There also is a general com-
pulsory requirement to notify mergers
and acquisitions. The Norwegian Com-
petition Authority serves as the regula-
tor in the power market.

4.4.3 Natural gas legislation

The adoption of the EU’s gas market
directive (98/30/EC) in Norwegian law
has necessitated the creation of a legal
framework for such operations in Nor-
way. The Act of 28 June 2002 no. 61 on
common rules for the internal market
in natural gas (the Natural Gas Act)
applies to the transmission, distribu-
tion, supply and storage of natural gas.

63



64

It incorporates the directive’s central
principle that natural gas undertakings
and qualified customers must be given
access to natural gas transmission and
distribution networks.

The Natural Gas Act from 14 Novem-
ber 2003 no. 1342 chapter 2 of the
natural gas regulations specifies more
detailed rules about EIAs and licens-
ing for different types of downstream
natural gas infrastructure. Systems
for transporting natural gas, including
transmission pipelines, LNG installa-
tions and associated facilities prima-
rily intended to deliver to natural gas
undertakings in another region, cannot
be constructed or operated without a
licence from the Ministry. Minor LNG
installations and small-scale facilities
for transmission or distribution of natu-
ral gas do not need to be licensed. The
authority to make decisions pursuant to
the natural gas regulation chapter 2 has
now been delegated to NVE.

The EU adopted a new gas market
directive (2003/55/EC) on 26 June 2003
to replace the existing provisions. The
directive makes it necessary to change
Norwegian regulation in the area, as
specified in chapter 9.1.1. A legisla-
tion change proposal was presented to
parliament in the spring 2006. Within
the framework of gas market directive
11, it is possible to take into considera-
tion special conditions in the countries
where the gas market is poorly devel-
oped. The implementation of this direc-
tive in Norway will take into considera-
tion that the Norwegian down stream
market is under development, in line
with directive article 28 (2).

Downstream gas activities in Norway
are described in greater detail in chap-
ter 3.2.4.

4.4.4 User protection and power
contracts

The Norwegian Ministry of Justice and
the Police presented in Proposition to

Odelsting no. 114 (2004 — 2005) a few
changes to the legislation of 21 June
2002 no. 34 on consumer purchase (the
Consumer Act). The background for
the changes was that the government in
Proposition to Odelsting no. 44 (2001-
2002) ‘Om lov om forbrukerkjep (The
Consumer Act)’ signalled that issues relat-
ing to legislative regulation of consumer
protection and electricity agreements
would be returned to.

The draft legislation proposal was
treated by parliament in the spring
of 2006 and primarily entails that the
Consumer Act also applies to the trans-
fer and supply of electric energy. This
means that consumers have the same
protection with respect to electricity
supply as for other services covered by
the Consumer Act. This means that the
consumet, as specified in more detailed
conditions, can exercise their payment
withholding rights, demand price reduc-
tions and compensation as a result of the
distribution company’s breach of con-
tract. Use of the Consumer Act regula-
tions is, through legislation changes,
adapted to the special conditions of
the goods which apply to the supply of
electric energy. This includes the issue
of distribution company responsibility in
the event of failure to supply electricity.
Legislation has also been introduced
which places a clear framework around
the rights of distribution companies to
cease supply in the event of consumer
payment default, in addition to the
statutory basis for the Elklagenemndas*
activity.

4 The Elklagenemda handles disputes between energy
companies and consumers. The tribunal is set up by
agreement between the Norwegian Electricity Industry
Association and the Norwegian Consumer Council, and

has been in operation since 1991. The tribunal consists of a
chairman in a judiciary position and two members appointed
by each of the two parties. The members are appointed

for one year at a time. Case handling is provided free of
charge to consumers. See http://forbrukerportalen.no/
Organisasjoner/elklagenemnda



4.4.5 The Pollution Act

The Pollution and Waste Act of 13
March 1981 applies to most pollution
sources, including those within the
energy and water resources sector.

The Pollution Act specifies that
nobody has the legal right to pollute
without having been given permission
to do this. These types of permits are
for individual activities and for specific
conditions in accordance with the Act’s
paragraph 11 or in different regulations
on polluting activities.

The general rule is that polluting activi-
ties must have a licence (individual per-
mit) from the pollution authorities.

The Pollution Act is administered by
the Ministry of the Environment. An
application for a discharge permit for
industrial activities and similar should
be sent to The Norwegian Pollution
Control Authority (SFT) or to the county
governor’s department of the environ-
ment for activities where the county
governor is the pollution authority for.

Energy and watercourse develop-

ments can require a permit under the
Pollution Act. This applies to gas-fired
power stations and hydropower sta-
tions. For large hydropower plants and
regulation, the pollution effects are
evaluated in the licensing process in
accordance with the Watercourse Regu-
lation Act. For smaller developments,
procedures have been developed for
coordination of permits. For example,
pursuant to the Water Resources Act
so that a permit in accordance with the
Water Resources Act can be instead
issued in accordance with the Pollution
Act and the reverse.

4.4.5 Other legislation

In addition to the licensing procedures
pursuant to the energy and water
resources legislation and the Planning
and Building Act discussed earlier,
energy and water resources projects
may also require permits pursuant to
other legislation, such as the Cultural
Heritage Act and the Nature Conserva-
tion Act etc.




