
U.S. Agency for International Development 

Contract No. LAGI-802-9E400016-50 

* Regional Energy Efficiency Project - Regulatory Reform and Energy Sector Restructuring 

Bechtel International, Inc. 
I ( - ? - ~ ~ Y  

QUARTERLY REPORT - SECOND QUARTER 2OOO 
(April 1 - May 31) 

Section 1 - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1168 person day level of effort contract valued at $1,234,975.00 
Expected Results: The overall expected results for this contract are in support of Strategic Objective 1.5, "Improved 

Safety and Policy of the Energy Sector" as a part of USAID/LithuaniaSs Results Framework. The effort w i l l  
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restructuring Promote 
Investment. The goal of this intermediate result is to mobilize investment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Specific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Energy Tariff Implementation Project: 
Project team meetings were held in Vilnius on May 2 and 3 to resolve outstanding issues concerning completion of the 
project. In-country activities were completed on May 31. The resident advisor anended the USAID Lithuania closeout 
ceremony that was held at 5 pm on May 31. 

Task 1 (Price regulation): On May 5 a report on Pricing of Transmission Services was delivered to the NCC. The 
report was prepared by Floyd Davis at the NCC's request. The report is intended to help the NCC develop a 
methodology under which a transmission system operator could charge electricity market participants for the use of the 
high-voltage electricity network. 

:* Task 2 pusiness plan): On May 4 the project team had a meeting with two Commissioners and two NCC staff members 
to review the results of the December 1999 Strategic Planning seminar. On May 31 a final set of books on management 
was purchased, at the request of NCC staff, to supplement the books purchased in December 1999. 

Task 3 (Legal support): On May 1, detailed comments on the draft electricity law were provided to the NCC and 
Minisuy of Economy and other people involved in preparing the draft law. In the middle of May the government 
submitted the draft electricity law to the Parliament. On May 30 the long-term advisor participated in a briefing for 
Resident Adamkus concerning the law on electric sector resmcruring. The President signed the law on May 31. 

Task 4 (Energy Policy Guidance and Development): Several meetings on power sector resmcturing were held with the 
NCC. On May 17 a meeting in Nexant's Vilnius office was held with the members of the F i i a l  Advisor team 
selected by the Government of Lithuania to advise on Lietuvos Energija privatization. A large number of documents on 
electricity tariff issues were provided in electronic form, and the draft electric sector restructuring law was disc& 
with the NCC chairman and a specialist from LEI. On May 23 the long-term advisor participated in the meeting in 
Tallinn, Estonia on the Common Baltic Electricity Market. Nexant arranged for a member of the NCC Electricity 
Department to anend that meeting. 

Task 5 (Information Technology): The procurement of computer equipment was completed in May, when the remaining 
items purchased by Nexant were delivered to the NCC. 

Task 6 (Training): Nexant arranged for a member of the NCC Electricity Depamnent to attend a seminar in Dusseldorf. 
Germany on energy trading on May 9-1 1. Nexant also arranged for NCC participation in a management seminar in 
Kaunas, Lithuania on May 23-24. 

Proposed Activities for the Next Quarter: 
None. The project is closed as of June 30,2000 and all direct technical assistance ended on May 31,2000. The 

i .  final rewrt will be submitted by the end of June. 

w 
3c) Subcontracting Activities: Ainis Zomba continued his administrative support role. 
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4.) PerformancelImpact: 
New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic costs 

w Additional intermediate results related to this effort include: 

Energy regulation becomes more independent of government; Independent regulatory commission is functioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. - .  
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and, 

Regulator established as a legal, independent body and permanent staff hired, licenses issued to companies, 
electricity market rules developed, and separate accountable companies created. 

5.) Statement of Work: 
No changes. 

II. Work Planned for Next Quarter 
No additional work will be done -- this task order has been completed. 

B. Administrative Data 

Contract Data: Total Level of Effort 1168 person months 
Total Estimated Cost $1,234,975 

The following invoices were submitted for the work performed during the quarter: 

Performance Montb Issue Date Amount Level of Effort (Dajs) 
April 2000 May 2000 $65,346. 65.125 
May 2000 June 2000 $ 

June 2000 July 2000 $ 

Total =$179,178 182.275 

Accrued costs to date total $1,015,730 or approximately 82 % of the total estimated contract amount of $1,234,975. 

Accrued Level of effort (last quaner): 182.3 pld Cumulative Level of Effort: 976 pl d 
Unused Level of Effort: 222.9 pld 

Accrued Expenditures (last quarter): $179,178 Accrued Cumulative Expenditures: $ 1,015,7U) 
Remaining unexpended Balance: %219,245 
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U.S. Agency for International Development 
Regional Energy Efficiency Project - Regulatory Reform and Energy Sector Restructuring 

Contract No. LAG-I-8(n-98-000016M) 
Bechtel International, Inc. 

QUARTERLY REPORT - FIRST QUARTER 2000 
(January 1 - March 31) 

Section 1 - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1168 person day level of effort contract valued at $l,U4,975.00 
Expected Results: The overall expected results for this contract are in support of Strategic Objective 1.5, "Improved 

Safety and Policy of the Energy Sector" as a part of USAIDILithuania's Results Framework. The effort will 
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restructuring Promote 
Investment. The goal of this intermediate result is to mobilize investment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Specific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Energy Tariff Implementation Project: 

Proposed Activities for the Next Quarter: 

3c) Subcontracting Activities: Ainis Zoruba continued his administrative support role. Earl Mathen, 
Development Associates, Inc. provided in-counuy training. 

@d 4.) Per fomancebpad :  
New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic cons. 

Additional intermediate results related to this effort include: 

Energy regulation becomes more independent of government; Independent regulatory commission is functioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. 
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and, 

Regulator established as a legal, independent body and permanent staff hied, licenses issued to companies, 
electricity market rules developed, and separate accountable companies created. 

5.) Statement of Work: 
No changes pending. 

11. Work Planned for Next Quarter 
Resident advisory and short-term assistance will conclude during the next quarter. 
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B. Administrative Data 

Contract Data: Total Level of Effort 1168 person months 
Total Estimated Cost $1,234,975 

The following invoices were submined for fhe work performed during the quarter: 

Performance Month Issue Date Amount Level of Effort (Days) 
January 2000 February 2000 $67,224 l2.4 
February 2000 March 2000 $62.741 59.875 
March 2000 April 2000 $49,213 50. 

Total =$179,178 182.275 

Accrued costs to date total $1,015,730 or approximately 82 % of the total estimated contract amount of $1,234,975. 

Accrued Level of effort (last quarter): 182.3 p/d Cumulative Level of Effort: 976 pl d 
Unused Level of Effort: 192 pld 

Accrued Expenditures (last quarter): $179,178 Accrued Cumulative Expenditures: S 1,015.7U) 
Remaining unexpended Balance: $219,245 



U.S. Agency for International Development 
Regional Energy Efficiency Project -Regulatory Reform and Energy Sector Restructuring 

Contract No. DHR-C-OO-%MH)16M) 
Bechtel International, Inc. 

QUARTERLY REPORT - FOURTH QUARTER 1998 
(October 1 - December 31) 

Section I - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1194 person day level of effort contract valued at $1,234,975.00 
Expected Results: The overall expected results for this contract are in support of Strategic Objective 1.5, "Improved 

Safety and Policy of the Energy Sector" as a pan of USAlDlLithuania's Results Framework. The effon will 
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restructuring Promote 
Investment. The goal of this intermediate result is to mobilize investment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Specific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Energy Tariff Implementation Project: 
The purpose of this project is to assist the new Lithuanian National Conrrol Commission for Energy Prices and Eoergy 
Activities (NCC) in implementing their new pricing guidelines for the energy sector. 

October 
The long term advisor, Jim Strangways, and staff members of the NCC developed plans for a seminar on public affairs. In 
November, Howard Menaker led this seminar on the subject of communication with the public, especially customers, and 
that the participants were NCC staff and representatives of electricity and heating companies. 

The NCC has placed an emphasis on providing open access to information. As a part of this process the staff has begun the 
process of developing an Intemet site for the commission. As this progresses, it will be evaluated how Bechtel will assist 
with the process. The commission has also been asked by one of the district heating companies to develop an incentive w. regulation program as an option for the company. The long-term advisor assisted with this process. 

The NCC bas begun to compile information on various procedures for examining the level of return on assets to aUow the 
utility companies. The long-term advisor is assisting the Commissioners and the staff with this process. This may include 
holding a seminar on the topic. 

The Lithuanian Parliament is continuing with the consideration of changes in several laws. The effect of the changes would 
be to give the NCC substantial additional regulatory responsibilities. In addition to the current regulation of electricity, gas 
and regional district beat, the NCC would also have some responsibilities over municipal district heat, municipal cold mter  
utilities and inter city passenger transportation. 

The NCC is preparing to carry out a reexamination of the electricity tariff methodology. The goal is to make adjustments to 
simplify the process of distribution being separated into separate companies. The long-term advisor will be assisting both 
staff and a separate consultant with this process. 

During October Mr. Davis and Mr. Bradaric fmalized work on developing price-setting methodologies and, during the 
October 13-22 period, made a trip to Lithuania to present and discuss their findings. During the trip Mr. Davis and Mr. 
Bradaric presented the report and analysis, and had a number of discussions with the NCC staff. Discussion concentrated on 
incentive tariff regulation and its possible application to Lithuania. They also discussed approaches in setting profit levels 
for publicly and privately owned energy companies. 

The formal presentation of the tariff implementation work for a broader audience was organized in the form of a one-day 
seminar. The audience included the Commission staff and representatives fiom the Lithuanian energy utilities. The 
presentation was followed by discussion about the incentive tariff regulation and other regulatory issues. During the trip 
Bechtel staff had a meeting and exchanged ideas wvith the local tariff experts from the Lithuanian Energy Institute. 

b Floyd Davis visited Vilnius from November 10-20. He developed a drafi in-country mining plan for the NCC and an 
eshmate of the relationship of existing energy tariffs to economic cost. He also attended a workshop on the closeout 
process for the Vilnius nussion on November 13. 



The long-term advisor, Jim Strangways, ended his residency December 9,1998. 

In December, Floyd Davis returned to Vilnius under the Energy IQC task to continue his work under that contract. He also 

@id assisted in the close out of the work under this conmct. Mr. Davis also accompanied 5 of the NCC staff to Warsaw,, Poland to 
participate in the 2"d Annual Regional Regulatory Conference. 

Proposed Activities for the Next Quarter: 
Floyd Davis will travel to Lithuania to continue advising the NCC and continue the work outlined in the work plan for the 
task order. 

3c) Subcontracting Activities: No subcontractors were used during this period. 

4.) Performancehnpact: 
The performance indicators for results include: 

New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic casts. 

Additional intermediate results related to this effort include: 

Energy regulation becomes more independent of government; Independent regulatory commission is functioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. 
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and, 

Regulator established as a legal, independent body and permanent staff hired, licenses issued to companies, 

v electricity market rules developed, and separate accountable companies created. 

5.) Statement of Work: 
A revised work plan for the current work and one specific to Mr. Strangways activities was completed for review 
in August. 

B. Administrative Data 

Contract Data: Total Level of Effort 1194 person days 
Total Estimated Cost $1,234,975 

The following invoices were submitted for the work performed during the quarter: 

Performance Month Date Amount Level of Effort (days) 
October 1998 November 1998 $0.00 0.0 

November 1998 December 1998 $15,817 16.1 
December 1998 January 1999 $41,569 30.6 

Total =$57,386 46.7 

Accrued costs to date total $57,386 or approximately 4.6 56 of the total estimated contract amount of $1,234,975. 

Accrued Level of effort (last quarter): 46.7 pld Cumulative Level of Effort: 46.7 pld 
Unused Level of Effort: 1147.3 pld 

Accrued Expendimes (last quarter): $57,386 Accrued Cumulative Expenditures: $57,386 
Remaining unexpended Balance: $ 1,177,589 



U.S. Agency for International Development 
Regional Energy Efficiency Project - Regulatory Reform and Energy Sector Restrucluring 

Contract No. LAG-l-8&2-9&000016-0O 
Bechtel International, Inc. 

QUARTERLY REPORT - FIRST QUARTER 1999 
(January 1 - March 31) 

Section 1 - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1194 person day level of effon contract valued at $1,234,975.M) 
Expected Results: The overall expected results for this contract are in suppon of Strategic Objective 1.5, 'Improved 

Safety and Policy of the Energy Sector" as a part of USAIDILithuania's Results Framework. The effon will 
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restructuring homote 
Investment. The goal of this intermediate result is to mobilize investment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Speeific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Energy Tariff Implementation Project: 
The purpose of this project is to assist the new Lithuanian National Control Commission for Energy Prices and k r g y  
Activities (NCC) in implementing their new pricing guidelines for the energy sector. 

Floyd Davis visited Vilnius from January 13-29. He conducted the following activities: 
- Developed an analysis of the impact of decommissioning and spent fuel storage costs at the lgnalina Nuclear Power 

Plant on electricity tariffs. This included a review of the paper 'Funding Decommissioning", prepared by other 
contractors under PHARE funding. 

- Submitted drafts of an analysis of the Siauliai regional district heating company (developed in December) and the 
nuclear power plant costs to NCC and to the Mission. 

- Began working with staff to defme course content of training to be provided by University of Vilnius. 
- Identified candidates for out-of-country training and prepared application forms for World Learning. 

($i - Discussed training of trainers program with World Learning to be integrated with i n a m t r y  mining. Program is 
still being designed, but reserve 3-5 slots. 

- Attended meetings with NCC, the Mission and the World Bank on potential assismce that could be provided by the 
Bank to NCC (January 22) 

- Attended seminar presented by LEI at the Academy of Sciences in Vilnius on Environmental A s p t s  of Lithuanian 
Energy Strategy (January 25). 

- Attended meetings with NCC and the Mission concerning the project workplan (January 26-27). 
- Attended Ministry of Economy Least Cost Planning Workshop (January 26) 
- Discussed California competitive generation market operation with NCC staff (January 27) 
- Met with Catherine Vallee, energy economist working on the PHARE Least-Ccst Planning study, and Dr. 

Jankauskas concerning elecuicity tariff trends. (January 28) 
- Met with representatives of Vattenfall and Dr. Jankauskas concerning the implications of current elecnicity sector 

restructnring proposals (January 29) 

Howard Menaker visited Vilnius from January 24-29. He attended meetings with the NCC, the Mission, and the 
Ministry of Economy on the status of Lithuanian energy legislation. He also followed up on making provided to the 
NCC last year on public relations. Charles Zimmemann visited Vilnius on January 25-26 to meet with the Mission and 
with NCC on the fmalization of the workplan. 

February 
Floyd Davis visited Vilnius from February 9-19. He conducted the following activities: 
- Reviewed "Closing Ignalina Early: Weighing The Economic Costs And Benefits" by Steve Tabor and Eugenijus 

Uspuras. Comments were integrated with those of Charles Z i e r m a n n  and submitted to the Mi ion .  
- Reviewed -DRAFT Comments On The National Energy Strategy (September Version)" by Steve Tabor and submined 

(y - t0M"UO. 
Revlsed drafts of an analysis of the Siauliai regional district heating company (developed in December) and the 
nuclear power plant costs to NCC and to the Mission in January and arranged translation to Lithuanian for staff 
training purposes. 

- Began working with staff to defme course content of training to be provided by the University of V i u s .  



- Worked with candidates for out-of-country training to define programs. 
- Reports were obtained for NCC staff training purposes 
- International Energy Agency, World Energy Outlwk 1998 
- introduction to the New California Power Market. 1997 
- Kaunas Technological Institute, "Financial Analysis" and "Financial Arithmetic" (in Lithuanian) 
- Statistics Department, "Financial Indicators of Enterprises, 1997" 
- Reviewed draft lener from Jankauskas to the Government of Lithuania on need for market licenses. Arranged for 

legal review from Pierce Atwood. 
- Reviewed September 1998 filing by lNPP 

Status of Deliverahles: 

Lithuanian translations of technical memoranda delivered under Energy Policy and Guidance task completed and provided to 
staff for the following drafi reports: 
1. Implications of the Combined Effects of Cost-based Pricing and District Heating Decentralization 
2. Treatment of Decommissioning and Long Term Spent Fuel Storage Costs 

March 
Charles Z i e r m a n n  visited Vilnius from March 1618 and from March 23-25. He began is assignment as long-term 
advisor on the fust trip. 

Floyd Davis visited Vilnius from March 17-29. He conducted the following activities: 
- Worked with Charles Z i e r m a n n  in his transition to long-term advisor. Documented status of tasks and 

deliverables and developed detailed Gann chart for remainder of project. 
- Provided descriptions of data request forms used by NCC to Charles Hartel and participated in initial information 

management interviews with Ms. K i u y t e  and Mr. Sinkevicius of NCC. 
- Continued review of September 1998 fding by INPP 
- Updated the draft of the technical memorandum, "Treatment of Decommissioning and Long Term Spent Fuel 

Storage Costs", to reflect additional research on decommission and spent fuel storage. Modification of the 
Lithuanian translation of the draft report was initiated. 

- Provided a draft review of INPP assumptions used in the Baltic Regional Energy Planning SNdy 
- Participated in developing itineraries for Ms. Adamoviciute, Mr. Sinkevicius and Mr. S iakovas  for travel to the 

US under the World Leaning Transit Europe program. 

Charles Hartel visited Vilnius from March 23-30. He conducted the following activities: 

Bechtel also procured and delivered the following document to the NCC: 
- Green, R., Pardina, "Resening Price Controls for Privatized Utilities", for the World Bank. 1999 

Proposed Activities for the Next Quarter: 
Charles Z i e r m a n n  will begin work with the NCC on preparing a business plan under Task 2. He will initiate 
contracting with local instructors to assist in performing Task 6 -Training. 

Floyd Davis and Miljenko Bradaric will continue analysis of INPP costs as part of Subtask la. -Tariff Development and 
Analysis.. Floyd Davis will return to Vilnius in May to anend the Tariff Committee meeting tentatively scheduled to 
begin May 12. 

Charles Hanel will complete an analysis of the status of data management at the NCC and options for improvement of 
this function. He will travel to Vilnius to discuss the results of tbis analysis with the NCC and the Vilnius Mission. 

3c) Subcontracting Activities: No subcontractors were used during this period. 
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4.) PerformanceIImpact: 
The performance indicators for results include: 

New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic costs. 

Additional intermediate results related to this effon include: 

Energy regulation becomes more independent of government; Independent regulatory commission is functioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. 
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and, 

Regulator established as a legal, independent body and permanent staff hired, licenses issued to companies, 
electricity market rules developed, and separate accountable companies created. 

5.) Statement of Work: 
No changes pending. 

11. Work Planned for Next Quarter 
Resident advisory and short-term assistance will continue during the next quarter. 

B. Administrative Data 

Contract Data: Total Level of Effort 1194 person months 
Total Estimated Cost $1,234,975 

The following invoices were submitted for the work performed during the quaner: 

Performance Month Issue Date Amount Level of Effort @a>-) 

January 1999 February 1999 $18,337 7.1 
February 1999 March 1999 $20,857 9.1 
March 1999 April 1999 $1 1,569 4.1 

Total =$50,763 20.3 

Accrued costs to date total S108,149 or approximately 8.76 % of the total.estimated contract amount of $1,234,975. 

Accrued Level of effort (last quarter): 67 pld Cumulative Level of Effort: 67 pl d 
Unused Level of Effort: 1 I27 pld 

Accmed Expenditures (last quarter): $108.149 Accrued Cumulative Expenditures: S 108,149 
Remaining unexpended Balance: $1,126,826 
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U.S. Agency for International Development 
Regional Energv Efficiency Project - Regulatory Reform and Energy Sector Restructuring 

Contract No. LAG-I-802-98MWH)16M) 
Bechtel International, Inc. 

QUARTERLY REPORT - SECOh?) QUARTER 1999 
(April 1 -June 30) 

Section 1 - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1194 person day level of effort contract valued at $1,234,975.00 
Expected Results: The overall expected results for this contract are in suppon of Strategic Objective 1.5, "Improved 

Safety and Policy of the Energy Sector" as a part of USAIDILithuania's Results Framework. The effort will 
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restrucnuing Promote 
Investment. The goal of this intermediate result is to mobilize investment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Specific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Energy Tariff Implementation Project: 
The purpose of this project is to assist the new Lithuanian National Control Commission for Energy Prices and Energy 
Activities (NCC) in implementing their new pricing guidelines for the energy sector. 

Task 1 and Task 4: The long-term advisor conducted frequent meetings with the Chairman of the NCC and attended two 
of the public hearings of the Commission (April 20, on the price of electric energy from Igoalina ATP and costs 
associated with INPP, and April 29, on natural gas tariffs and the fmancial crisis of Lietuvos Dujos). He also 
panicipated in an April 15 meeting between the Chairman of the NCC and a senior official of the European Commission. 

To obtain information on power sector restructuring he conducted a meeting on April 16 with Vanenfall, the owner of 
8.3 percent of Lietuvos Energia shares and a meeting on April 16 with Arthur Andersen, the auditor of Lietuvos Energia. 
He b e ~ a n  a review of the draft resuuctu~p.  ~ l a n  of Lietuvos Enereia (the  AD^ 16 version. the latest available in - -. - .  

Lithuanian, and the April 10 version, the latest available in English). 

Task 5: Following a March 23-30 initial mission, Charles Hanel wrote a memorandum identifying six options for 
improving information management and this memo was delivered on April 27. 

Procurement of a small copy machine for the Bechtel project ofice and a fax machine for the second NCC ofiice (located 
at Kalvariju Street 13Sa, Vilnius) was conducted. Meetings were held with Ministry of F i  and NCC officials to 
identify procedures required to exclude VAT from equipment purchases. 

Task 6: The training advisor, Earl Mathers, worked in Vilnius April 19-26 to conduct meetings and wllect information 
needed to revise and update the training and implementation plan. 

Task 3: One of the work plan deliverables is 'Support to the NCC in their communications with the GOL r e g h g  the need 
for economic licensing." On April 9 a set of documents was delivered to the NCC, wntaioing two memos on l i m g  and 
authorization procedures, and sample licenses from the UK (a sample transmission license for the National Grid Company 
plc and a sample generating company license for Enron Teeside Operations Ltd.). 

Task 4: Translation of technical memoranda from English to Lithuanian was wnducted in April. This activity involved 
technical memoranda completed on December 21, 1998 and January 18, 1999. 

Task 5: A report entitled ANemarives for Improving Infomion Managemetu or the NCC was wmpleted on April 2 l  and 
delivered to the Chairman. 

Task 6: To support training on power purchase agreements, a set of 8 sample PPAs was pmvided to the NCC. To support 
training on elecnic sector and gas sector restructuring, a set of EU documents on the Electricity Directive and a set of 
documents on the Gas D i t i v e  were delivered 10 the NCC. Preparation of a revised and updated mining implementation 

& plan was started in April and was completed in early May. 

Proposed Activities for the Next Quarter: 
The team will prepare for a training seminar in mid-July and the resident advisor assistance will continue. 
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3c) Subcontracting Activities: Local staff, Ainis Z 0 ~ b a  continued his assistance. 

4.) PerformancelImpact: 
The performance indicators for results include: 

New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic costs. 

Additional intermediate resuits related to this effort include: 

Energy regulation becomes more independent of government; Independent regulatory commission is functioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. 
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and, 

Regulator established as a legal, independent body and permanent staff hired, licenses issued to companies, 
electricity market rules developed, and separate accountable companies created. 

5.) Statement of Work: 
No changes pending. 

U. Work Planned for Next Quarter 
Resident advisory and short-term assistance will continue during the next quaner. 

B. Administrative Data 

(Cy Contract Data: Total Level of Effort 1194 person months 
Total Estimated Cost $1,234,975 

The following invoices were submitted for the work performed during the quarter: 

Performance Month Issue Date Amount Level of Effort (Dajs) 
April 1999 May 1999 $107,658 96.5 
May 1999 June 1999 $37.364 34.7 
June 1999 July 1999 $111,808 125.6 

Total =$256,830 254.8 

Accrued costs to date total $364,979 or approximately 29.56 % of the total estimated conuact amount of $1,234,975. 

Accrued Level of effort (last quarter): 256.8 pld Cumulative Level of Effon: 323.8 pl d 
Unused Level of Effort: 870.2 pld 

Accrued Expenditures (last quarter): $256,830 Accrued Cumulative Expenditures: S 364,979 
Remaining unexpended Balance: $869,996 
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U.S. Agency for International Development 
Regional Energv Efficiency Project - Regulatory Reform and Energy Sector R e s t ~ c t u ~ i n g  

Contract No. LAG-1-802-9&000016-0O 
Bechtel International, Inc. 

QUARTERLY REPORT - THIRD QUARTER 1999 
(July 1 - September 30) 

Section I - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1194 person day level of effort contract valued at $1,234,975.00 
Expected Results: The overall expected results for this contract are in support of Strategic Objective 1.5, "Improved 

Safety and Policy of the Energy Sector" as a pan of USAIDILithuania's Results Framework. The effort u.ill 
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restrucruring Promote 
Investment. The goal of this intermediate result is to mobilize investment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Specific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Energv Tariff Implementation Project: 
The purpose of this project is to assist the new Lithuanian National Control Commission for Energy Prices and Energy 
Activities (NCC) in implementing their new pricing guidelines for the energy sector. 

Task I: Robert Borgstrom gave a presentation ("Discussion of Tariff Methodology Issues with Lietuvos Dujos") on July 
13. The NCC held a hearing on 20 July 99 concerning the natural gas tariff application submitted by Lietuvos Dujos on 14 
July. Charles Zimmermann attended the hearing. All of the key portions of the tariff application were translated into 
English, and Robert Borgskom analyzed the application and prepared written comments. Floyd Davis worked on a 
presentation on electricity Uansmission pricing, to be given in September 1999. Floyd Davis also worked on a technical 
memorandum on inclusion of nuclear insurance in tariffs. 

The presentation on gas tariffissues was conducted on July 13. A draft of "Comments on the Pro@ Tariff me tho do lo^ 
Submitted to NCC by Lietuvos Dujos on 14 July 1999" was completed by Robert Borgsuom on 27 July 99. Floyd Davis 
prepared comments on the EU Phare-funded report on Electricity Tariffs for Lithuania on 23 July 99. 

Robert Borgstrom gave a presentation on "Elements of a Natural Gas Tariff at a seminar organized by Bechtel 
Consulting and held at Lietuvos Dujos on September 22. In a memo dated September 27, Robert Borgmom and Charles 
Z i e r m a n n  provided the NCC with comments on gas tariff methodologies. These comments were pan of the input to 
the public hearing held on September 30. In addition Royd Davis gave presentations on 'Spot Market Pricing" and 
"Transmission Pricing" at a seminar organized by Bechtel Consulting and held at Lietuvos Energija on September 29. 
On September 28 Floyd Davis attended the NCC hearing on the application of lgnalina Nuclear Power Plant for a tariff 
increase. 

Task 3: For the fust time in its history, the NCC issued a decision in the end of June 1999 approving a set ofpmedures for 
tariff applications. The topics covered include the procedure to be followed by the regulated entity requesting a tarifF 
change, the actions to be taken by the Connnission, and the possibilities for consumers and members of the public to 
participate in the tariff-setting process. This document was uanslated into English and discussed with the NCC's in-house 
connsel. 

Howard Menaker had meetings with the NCC staff attorney to discuss NCC procedures used to approve tariff 
methodologies and set tariffs. He gave a presentation on "Customer lnvolvement in Tariff Methodology and in the Tariff 
Approval Process" at the seminar at Lietuvos Dujos on September 22. Charles Z i e r m a n n  gave a presentation on 
"The Role of the Regulatory Commission" at the same seminar. The need for the Minisuy of Economy to propose a 
legal framework for third party access in the gas sector was discussed in the September 22 seminar and in meetings with 
the NCC Chairman. 

Task 4: The long-term advisor collected information on gas trade and strategies of different companies involved in linking 
the gas networks of the countries of the Baltic Sea region. Privatization and resuucluring of Lietuvos Dujos ( p m t  to a 
30 June 99 order of the Ministry of Economy) was discussed at a meeting at the gas company. Robert Borgsuom and 
Charles Zimmermann bad a meeting at Lalvijas Gaze on July 6 to discuss privatization and reform of the gas sector in the 
Baltic countries. 
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On September 15 Charles Zimmermann gave a presentation on "Power Sector Restructuring in the Baltic Countries" at a 
commercial conference in Warsaw on power sector restructuring and privatization. Other speaken at the conference 
included Vidmantas Jankauskas (NCC Chairman) and Mr. Paskevicius (Deputy Director of Lietuvos Energija). On 

QCrrr' September 17 Dr. Zimmermann gave a short presentation and a paper on "Competition in the Electricity Market in the ' 

Baltic Countries" to the World Energy Council conference in Vilnius. On Seprember 29 Dr. Z i e n n a n n  gave a 2-hour 
presentation on the same topic, "Competition in the Electricity Market in the Baltic Countries," at a seminar at Lietuvos 
Energija. 

A power sector restructuring plan is being prepared by Lietuvos Energija for submission to the Ministry of Economy on 
October 15. 

Task 5: The network printer was installed at the NCC's offices. The Deputy Chairman requested that a laptop computer 
and projector be purchased to support public participation in NCC meetings outside Vilnius, and requested work on 
specifying hardware and software needed to scan documents in Lithuanian. 

Task 6: The long-term advisor and the task leader began work on a strategy to identify the Commission's needs concerning 
public participation in tariff-sening and prepare a training program for the fall. In addition, a number of publications on 
utility regulation, the electricity industry, and the natural gas indushy were ordered. These publications will form the 
beginning of a "library" for the Commission. 

A meeting with the director of a Kaunas training center was held on September 30 to discuss local expens' participation 
in the training program for the Commission. The NCC is preparing a specific request for English language lrainjng. 

Bechtel consultants attended the USAID-sponsored conference on "Lithuania: From Transition to Convergenee" on 
September 23-24. Meetings were held in Vilnius with the COTR and the NCC Chairman to discuss revisions in the work 
plan that would be needed to meet the NCC's current priorities. A new draft work plan is in progress. In September 
Tasks 2 and 5 were on hold, pending clarification of the NCC's needs. 

Proposed Activities for the Next Quarter: 

(DII' The long-term advisor, Charles Zimmermann, will travel to Vilnius every week. Roben Borgstrom may navel to 
Lithuania in November to work on gas tariff issues, but a precise travel schedule has not been set. 

3c) Subcontracting Activities: Ainis Zomba continued his administrative suppon role. 

4.) Performancelimpact: 
The performance indicators for results include: 

New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic casts. 

Additional intermediate results related to this effort include: 

Energy regulation becomes more independent of government; Independent regulatory commission is fuoctioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. 
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and, 

Regulator established as a legal, independent body and permanent staff hired, licenses issued to companies, 
electricity market mles developed, and separate accountable companies created. 

5.) Statement of Work: 

6w A new draft work plan is in progress. 

11. Work Planned for Next Quarter 
Resident advisory and short-term assistance will continue during the next quarter. 
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B. Administrative Data 

Contract Data: Total Level of Effort 1194 person months 
Total Estimated Cost $1,234,975 

The following invoices were submined for the work performed during the quaner: 

Performance Month Issue Date Amount Level of Effort Oaks) 
July 1999 August 1999 $114,673 110.9 
August 1999 September 1999 $78,661 92.9 
September 1999 October 1999 $69,385 65.8 

Total =$262,719 269.6 

Accrued costs to date total $627,698 or approximately 51 % of the total estimated contract amount of $1,234,975. 

Accrued Level of effort (last quaner): 269.6 pld Cumulative Level of Effort: 593.4 pl d 
Unused Level of Effort: 600.6 pld 

Accrued Expenditures (last quarter): $262.719 Accrued Cumulative Expenditures: $627,698 
Remaining unexpended Balance: $607,277 
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U.S. Agency for International Development 
Regional Energy Efficiency Project - Regulaton. Reform and Energy Sector Restructuring 

Contract No. LAGI-802-9&00001600 
Bechtel International, Inc. 

QUARTERLY REPORT - FOURTH QUARTER 1999 
(October 1 -December 31) 

Section 1 - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1199 person day level of effon contract valued at $1,234,975.00 
Expected Results: The overall expected results for this contract are in support of Strategic Objective 1.5, "Improved 

Safety and Policy of the Energy Sector" as a part of USAIDILithuania's Results Framework. ?he effon will 
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restructuring Promote 
Investment. The goal of this intermediate result is to m o b i i i  investment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Specific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Energy Tariff Implementation Projeet: 
Task 1 (Price regulation): The main focus of our work in October was the analysis of the lgnal i i  Nuclear power plant 
tariff application, which was submitted to the NCC on September 16 but formally approved by the Ministry of Economy 
only on October 25. To fully understand the legal and economic issues the project team collected Ministry of Economy 
decrees, NCC decrees, and selected correspondence concerning tariffs and costs of Ignalina. 

The Prime Minister, the Minister of Economy, and the Minister of Fiance all resigned in the month of October in 
connection with a dispute over privatization and foreign investment in the oil sector. The shortage of government 
financing for public sector companies and enterprises underscores the need for tariffs that will enable Lietuvos Dujos, 
Lietuvos Energija, and INPP to attract capital investment. 

The Commission registered tariff applications from the electric company Lietuvos Energija and the gas company Lietuvos 
Dujos in addition to the Ignalina Nuclear Power Plant tariff application. Various members of the project team attended 
NCC hearings on electricity and gas tariffs. A substantial amount of translation work was involved in obtaining English 
versions of the tariff applications, which will be analyzed by the long term advisor. 

Task 3 (Legal support): Pan of the ongoing work of the project team is to collect and translate key dccuments defining 
the NCC's role as well as NCC decisions concerning the regulation of gas and electricity markets since 1995. Bechtel 
received a request from the NCC Chairman for assistance in the initial steps needed to draft a Lithuanian regulatory law. 
Information on the current StaNS of the Latvian regulatory law was provided to the NCC. 

Task 4 (Energy Policy Guidance and Development): Charles Z i e r m a n n  participated in the October 26 meeting of the 
Action Plan task force to lean how the Ministry of Economy and other agencies will implement the National Energy 
Strategy. Relevant NES issues are energy pricing (icludiig the consideration of INPP decommissioning and disposal 
costs in elecuicity tariffs) and Baltic elecuicity market development. USAID and USDOE held a meeting at Ministry of 
Economy on October 27; Bechtel was invited to participate and to brief DOE representatives. 

Charles Z i e r m a n n  participated in a meeting on power sector restrucruring and a meeting on tariff issues, in 
connection with the Action Plan task force working on implementation of the National Energy Suategy. He also 
provided advice to NCC concerning the tariff issues mentioned in one section of the proposed loan guarantee agreement 
between EBRD and Government of Lithuania. 

Task 5 (Information Technology): Further work on this task must await decisions about the reorganization of NCC office 
space and the relocation of staff from the Kalvariju street office to the main office at Algirdo street. Bechtel prepared a 
list of additional computer equipment to be procured under this project, and received the concurrence of the NCC 
chairman, and submitted the list to the COTR. 

(ksyri Task 6 (Training): A request for English language training was received from the NCC, and a precise training plan wvas 
developed in cooperation with the American English School and the NCC's public relations depanment. A draft outliw 
of a strategic planning seminar, tentatively scheduled for December 1999, is in progress. 
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In November the agenda was fmalized, the books were ordered, and the seminar materials (in English and in Lithuanian) 
were prepared for the strategic planning seminar held on December 1 and 2. Aboul 30 books on strategic planning were 
purchased for distribution to NCC participants. Overhead transparencies were prepared. * Propased Activities for the Nexi Quarter: 
The long-term advisor, Charles Zimmermann, will travel to Vilnius weekly and coordinate all project activities. 
Tentatively Robert Borgstrom will travel to Lithuania in February. 

3c) Subcontracting Activities: Ainis Zoruba continued his administrative support role. 

4.) Performancelimpact: 
New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic costs. 

Additional intermediate results related to this effort include: 

Energy regulation becomes more independent of government; Independent regulatory commission is functioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. 
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and. 

Regulator established as a legal, independent body and permanent staff hired, licenses issued to companies, 
electricity market rules developed, and separate accountable companies created. 

5.) Statement of Work: 
A revised work plan was submitted for approval. 

ll. Work Planned for Next Quarter - 
Resident advisory and short-term assistance will continue during the next quarter. 

B. Administrative Data 

Contract Data: Total Level of Effort 1199 person months 
Total Estimated Cost $1,234,975 

The following invoices were submitted for the work performed during the quarter: 

Performance Month Issue Date Amount 
October 1999 November 1999 $15,092 
November 1999 December 1999 $50,313 

Level of Effort (Dap) 
n. I 
54.6 

December 1999 January 1999 $83,449 73.7 
Total =$208,854 200.4 

Accrued costs to date total $836,552 or approximately 68 W of the total estimated contract arnounl of $1,234,975. 

Accrued Level of effort (Last quarter): 269.6 pld Cumulative Level of Effort: 793.8 pl d 
Unused Level of Effort: 405.2 p/d 

Accrued Expenditures (last quarter): $208,854 Accrued Cumulative Expend im:  S 836,552 
Remaining unexpended Balance: $398,423 
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U.S. Agency for International Development 
Regional Energy Efficiency Project - Regulatory Reform and Energy SecIor Restructuring 

Contract No. LAGI-8M-98-000016M) 
Bechtel International, Inc. 

QUARTERLY REPORT - FIRST QUARTER ZOO0 
(January 1 - March 31) 

Section 1 - Contractor's Report: 
A. Narrative of Summary of Accomplishments and Impacts 

The task order is an 1168 person day level of effort contract valued at $1,234,975.00 
Expected Results: The overall expected results for this contract are in suppon of Strategic Objective 1.5, 'Improved 

Safety and Policy of the Energy Sector" as a part of USAIDILithuania's Results Framework. ?he effort will 
contribute to achieving Intermediate Result 1.5.2: Pricing Regulatory Reform and Restructuring Promote 
Investment. The goal of this intermediate result is to mobilize invesment in the sector, which is deemed critical 
to reducing dependency on Ignalina, as well as to improve the overall efficiencies in the sector. Specific 
indicators are noted below. 

3a) Current Core activities: 

3a) Lithuanian Enerw Tariff Implementation Project: 

Proposed Activities for the Next Quarter: 

3c) Subcontracting Activities: Ainis Z 0 ~ b a  continued his administrative support role. Earl Mathers, 
Development Associates, Inc. provided in-country training. 

4.) Perfomance/Impaet: 
New legislation and regulations for energy sector are adapted, and Energy prices reflect real economic costs. 

Additional intermediate results related to this effort include: 

Energy regulation becomes more independent of government; Independent regulatory commission is functioning; 
and, the GOL splits power sector into separate distribution, transmission and generating companies. 
Performance indicators for the above results include: 

Regulator has authority to approve rates for companies; and, 

Regulator established as a legal, independent body and permanent staff hired, licenses issued to companies, 
electricity market rules developed, and separate accountable companies created. 

5.) Statement of Work: 
No changes pending. 

11. Work Planned for Next Quarter 
Resident advisory and short-term assistance will conclude during the next quaner. 
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B. Administrative Data 

Contract Data: Total Level of Effort 1168 person months 
Total Estimated Cost $1,234,975 

The following invoices were submitted for the work performed during the quarter: 

Performance Month Issue Date Amount Level of Effort (Dajx) 
January 2000 February 2000 $67,224 72.4 
February 2000 March 2000 $62,741 59.815 
March 2000 April 2000 $49,213 50. 

Total = $179,178 182.275 

Accrued costs to date total $1,015,730 or approximately 82 % of the total estimated contract amount of $1,234,975. 

Accrued Level of effort (last quarter): 182.3 pld Cumulative Level of Effort: 976 pl d 
Unused Level of Effort: 192 pld 

Accrued Expenditures (last quarter): $179,178 Accrued Cumulative Expenditwes: S 1,015,730 
Remaining unexpended Balance: $219,245 
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