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NATURAL GAS DISTRIBUTION COMMERCIALIZATION

PROJECT

I INTRODUCTION

In accordance wIth DelIvery Order 12 Contract CNN-0002-Q-12-3152-03, thIS report
represents the pIlot project report for the US Agency for InternatIOnal Development's
(USAID's) metenng, bIllIng and collectIOns project for the natural gas sector of the RepublIc
of Armema The aSSIgned scope for thIS aSSIgnment mcludes

~ undertake, through the use of pIlot projects, efforts to Improve metermg, bIllmg and
collectIOn m the natural gas dIstnbutIOn sector,

supply lImIted eqUIpment to support the pIlot proJects,

prOVIde trammg to dIstnbutIOn company staffon metenng, bIllIng, collectIOns and
customer servIce

ThIS project was undertaken Jomt1y by CMP InternatIOnal and Hagler BaIlly m close
cooperatIOn WIth the MInIStry of Energy, Armgazprom, Armgaz and Yerevangaz

II BACKGROUND

Dunng SOVIet tImes, natural gas was m plentIful supply WIth 61 5% of Armema's reSIdents
usmg thIS energy source As m other SOVIet countnes, gas was not metered for reSIdentIal
customers and bIlls were calculated usmg a reSIdential norm The bIll calculatIOn estImated
the amount of gas used each month, based on the number of people m the household, the type
of applIances m use, and the surface area of the dwellIng However, because the calculatIOn
was done once a year and was not an accurate method of measurmg supply or demand,
revenues often fell short of gas purchases Further, under the normatIve tarIff calculatIOn, If
consumers mcreased theIr consumptIOn of gas, they would not see a correspondmg mcrease
In the cost of gas servIce As a result, there were no InCentIVes for consumers to use energy
effiCIently

In 1991, the dIsmtegratIOn of the USSR and embargo of Armema by Azerbaijan caused a
severe economIC cnSlS By 1992, smce Armema was unable to pay for gas supply, reSIdential
gas sales were curtailed, although supply to the power sector and a lImIted number of
mdustnal accounts and other cntlcal faCIlItIes (e g , bakenes) contmued Cash flow problems

--------------- HaglerBallly ---------------
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contmued to plague the natural gas sector and mamtenance of the dlstnbutIOn system all but
ceased (Chart 1 below)

Hagler BaIlly exammed the results of the attempted gas dehvery restart program undertaken
by Armgasprom and determmed that It was necessary to have volumetnc pncmg for
consumers and to reqUIre end user meters Hagler Bailly prepared an assessment of
commerCIahzatIOn of the natural gas mdustry and presented thiS mformatlOn m a senes of
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As a result of the cnsls conditions, It became clear that the lack ofmetermg, combmed With
blllmg on a normatIve basIs and poor collectIOn proceduures were senously Impamng the
mdustry To resume natural gas flow on a commercial basIs, substantial changes m busmess
practices would have to be made In 1996, the gas mdustry made a few attempts to restore
gas use Gas was provided m some Villages With pnces charged to the entIre Village based on
the readmgs of a master meter It was left to the town government to determme how to
acqUire payment from consumers There were major disputes between consumers who
complamed about excessive use by theIr neighbors In short, the Villages were unable to pay
for the gas delIvenes and Armgazprom was forced to stop delIvenes
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NATURAL GAS DISTRIBUTION COMMERCIALIZATION PROJECT .. 3

workshops held m late 1996 (ExhIbIt I) Three optIons were presented 1) status quo, Ie, let
the mdustry contmue to detenorate, 2) resume gas supply to consumers on a normatIve baSIS,
or 3) resume gas supply to consumers on a commerCIal basIs Hagler BaIlly recommended
the thIrd optIOn mcludmg a proposal for a pIlot program Overall, the management of the gas
mdustry, gas speCialIsts and experts from the MInIStry of Energy supported the proposal

The baSIC outlIne of the proposal was the followmg

.. gas use should be properly metered, both at the end user level and further "upstream"
to help mdlcate losses,

pnce reform for natural gas was cntIcal as the current gas tarIffs were msufficlent to
successfully support dIstrIbutIOn commerCIalIzatIOn,

any reconnectIOn should be deSIgned to pernnt dIsconnectIon of mdlvldual
consumers,

there should be a metermg, bIllmg and collectIOns software put m place to track
payment, usage and other customer mformatIOn

In aSSOCiatIOn WIth the MInIStry of Energy and gas mdustry speCIalIsts, a number of SItes
were selected for the pIlot projects The cntena mcluded the reSIdential saturatIOn of natural
gas m that area hlstoncally, the perceIved abIlIty ofthe populatIOn to pay for the gas
consumed, the condItIons of the gas plpelme network supplymg the area and ease of
restoratIOn, and recommendatIOns from the MInIStry of Energy and Armgazprom Numerous
SIte VISItS were conducted to select the pIlot project SItes UltImately, there were some
changes m SItes due to tlmmg conSIderatIOns Most of the pIlot project actIVItIes focused on
YerevanGaz I

The benefits of the pIlot projects mclude

.. Improved consumer servIce smce natural gas IS generally less expenSIve than
competmg fuels (although thIS IS not always the case, espeCially WIth bIOmass),

development of accurate cost mformatIOn regardmg mstallatIOns and restart of
natural gas,

IThe Anneman gas mdustry has gone through a senes ofrestructurmgs Most recently, YerevanGaz
was divested from AnnGaz Their service temtory IS the capital City

--------------- HaglerBallly ---------------
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NATURAL GAS DISTRIBUTION COMMERCIALIZAnON PROJECT ~ 4

collectIOn of mformatIOn on the condItIOn of the gas network based on the pressure
testmg and rehabIhtatIOn work,

tramed gas mdustry personnel m modern metenng, bIlhng and collectIOn practIces,

mstallatIOn of hIgh efficIency US made eqUIpment and tramed staff m mstallatIOn and
mamtenance procedures,

acqulSltIOn of mformatIOn to help determme the extent to whIch the restart of natural
gas Impacts other sectors, especially the power sector

III. IMPLEMENTATION STEPS

In accordance wIth USAID 22 CFR 216, an envIronmental Impact assessment was prepared
and the project was expected to yIeld a posItive envlfonmentalimpact The envIronmental
assessment mdicated a few mmor mediatIOn measures mcludmg network pressunzatIOn
reqUIrements before regasificatIOn, procurement and trammg m the use of leak detectIOn
eqUIpment, waste and scrap dIsposal, and consumer safety educatIOn

A number of steps were IdentIfied to Implement the new metenng bIllmg and collectIOn
process m Armema mcludmg

~ rehabIhtatIOn and regasificatIOn of the dIstnbutIOn system (especIally Important gIven
that the network had been out of use for several years WIth no cathodIC protectIOn or
mamtenance),

meter mstallatIOn pohcy and procedure traImng (ExhIbIt II),

purchase of eqUIpment for operatIOns support (ExhIbIt III),

busmess process analySIS and computer system deSIgn,

~ purchase and mstallatIOn of computer eqUIpment,

~ software traIling The followmg table deSCrIbes the major components of the work
plan and the completIOn dates

--------------- HagIerBaJiIy ---------------
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NATURAL GAS DISTRIBUTION COMMERCIALIZATION PROJECT .. 5

Table 1

Work Plan Component and Timetable

- ---- - DescraptlOn of Work Status _Date Completed

InspectIOn of dIstnbutIOn system Complete March 1997

RevIewed materIals lIst Complete March 1997
for meter procurement

EnvIronmental assessment Complete June 1997

StandardIzed procedures and drawmgs were
developed to serve as gUIde for meter Complete June 1997
mstallatlOn

OperatIons trammg semmar meter mstallatton Complete June 1997
desIgn

Wntten procedures for meter readmg, billIng
and collectIons Complete August 1997

DesIgn meter assembly Complete August 1997

DelIvery of leak detectIOn eqUIpment Complete February 1998

BId awarded to Paros for manufacture of
meter assembly matenals Complete June 1998

DelIvery of meter assembly matenals Complete July 1998

Approval from Gas Standards CommIttee Complete July 1998

DelIvery of gas meters Complete August 1998

InstallatIOn of gas meters on gomg

DelIvery of computers Complete July 1998

User trammg on software On gomg July 1998

Busmess process trammg Complete September 15

---------------- Hagler Bailly ----------------
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NATURAL GAS DISTRIBUTION COMMERCIALIZATION PROJECT ~ 6

IV. CUSTOMER RELATIONS, METERING, BILLING AND COLLECTIONS

IV 1 Customer RelatIOns

To Implement the project, It was necessary to undertake a number of efforts mcludmg
customer relatIOns A publIc mformatIOn process IS Important for acceptance of metermg,
bIllmg and collectIOn poltcies by the utIltty'S customer ExhIbIt IV IS a customer handbook
developed by the project team to dlssemmate the rIghts and responsibIltties of the customer
and the company ThIS handbook IS bemg used m the pdot areas to help educate consumers
regardmg the program and how the meterIng, bIllmg and collectIOns effort WIll take place

The baSIS for our commerCIaltzatIOn phIlosophy IS proVIded m ExhIbIt V These are the
poltcies and procedures to be used as gmdelmes for customer meterIng, bIllmg and
collectIOns

IV2 Metermg

The maccurate system of calculatmg use (normatIve), and the resultmg Imbalance m revenues
collected and payments to gas supplIers lead to hIgh debts to gas prOVIders and eventual
curtmlment of reSIdential gas servICe The pIlot project WIll mstall 2,074 reSIdential meters
wtthm the Yerevangaz DIstrIbutIon Company servIce terrItory as well as turbme meters at
regulatmg statIOns m both the Yerevangaz and ArmGaz DIstnbutIOn CompanIes Large
capaCIty meters (SIzed for multifamdy dwellmgs and apartments) were prOVIded to both
ArmGaz and YerevanGaz to support the commerCIaltzation effort

IV 3 Meter Readmg

The baSIS for a bdlmg system IS a good system for meter readmg DISCUSSIOns were held at
Armgasprom WIth offiCials to explam the baSIC prmcipies of meter readmg Durmg those
meetmgs the project team emphaSIzed the Importance of adherIng to baSIC meter readmg
procedures (ExhIbIt VI) RecommendatIOns were gIven regardmg the structure of the meter
readmg department The department should be dIVIded mto two functIOnal areas meter
readmg and meter mspectIon, thus allowmg for a more effiCIent use of personnel ThIs
structure also pOSItIOns the department to Implement readmg meters by cycle and route A
meter reader can read a mlmmum of 200 meters m a CIty settmg per day If the meter books
are set Up effiCIently by neIghborhood Currently, the Mmlstry reqUlres the energy sector to
read all meters on the last day of the month When gas IS restored to the enttre residenttal
populatIOn of Yerevan, the reqmred number of meter readers for one day (assummg 400,000
customers m Yerevan, and each reader readmg 500 meters per day) would be 800 to read all
the meters (not necessarIly WIth accuracy) If on the other hand, there were 20 cycles, and 20
days to work, It would take only 40 full-tIme employees, thereby cuttmg the cost

--------------- HaglerBailly ---------------
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NATURAL GAS DISTRIBUTION COMMERCIALIZATION PROJECT ~ 7

IV 4 BIllIng

Pnor to the pIlot project, gas sector dId not use computers to do theIr bIllmg Based on
suggestIOns made by Kantor (TACIS program) they started usmg a manually created
spreadsheet fonnat for to record bIllmg revenues However, tills process IS tIme
consummgand prOVIdes httle mfonnatIon on whIch to manage the collectIOns process

The project team met wIth offiCIals from Anngasprom to dISCUSS the development of a
cusotmer data base system Dunng the meetmgs, theAnnemans expressed many concerns
about cash flow In theIr present SItuatIOn, the meter reader reads the meter and presents the
bIll to the consumer A btllmg cycle of thIrty days would be too long from a cash flow
standpomt Therefore, after many meetmgs and much dIscussIOn, It was decIded that meters
would be read at 15 day mtervals BIlls would be produced and hand dehvered to the
customer, who would m tum have to pay for the gas consumed withm 10 days (See ExhIbIt
VII for a descnptIOn of the paper flow from meter readmg to bIll preparatIon)

IV 5 CollectIOns

CollectIOn of customer debt IS one of the most senous problems facmg the gas sector Lack
of a strong pohcy from the central dIstnbutIOn office hampers the collectIons effort Non­
payment IS a complex problem for whIch there are no easy answers DIsconnectIon
of mdustnal customers results m lost wages, and has a negatIve Impact on the local economy
PenSIOners and the unemployed do not have the resources to pay for natural gas And
sociahst lessons of the last seventy years stIll Impact thmkmg

The project team worked WIth Yerevangas to develop a more ngorous collectIOn system
Under these procedures, the dIstnbution company dehvers the bIll to the customer and Waits
ten (l0) days for payment If payment has not been receIved, they send the meter reader out
to dIsconnect Yerevangas reports that collectIOn of bIlled revenues IS at 95% AddItIOnally,
we adVIsed the company on changes that would Improve effiCIency (work spread over 20
days or cycles), and reduce collUSIOn between customers and employees (separate the meter
readmg and collectIOn functIOn and rotate meter routes)

--------------- HaglerBaJIIy ---------------



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

NATURAL GAS DISTRIBUTION COMMERCIALIZATION PROJECT ~ 8

v. SOFTWARE DEVELOPMENT

As part of the electnc dIstnbutIOn pdot projects, a software package was developed for the
electnc sector ThIs package has been successfully Implemented m the Komitas network of
Yerevan The same model was used m the natural gas pdot project areas to create an effectIve
meter readmg, bIlhng and collectIOn program The system provIdes the dIstnbutIOn company
wIth the abIhty to mamtam current and histoncal mformatIOn about theIr consumers gas
usage (meter readmgs), and facIhtates the process ofbdlmg and collectmg revenues
It also proVIdes batch summary reports to support management and accountmg functIOns
reportmg reqUIrements to the Mimstry of Energy

The software supports the followmg metenng, bdhng and collectIOn methodology,

~ Meter readmg by routes and cycles,

Separate procedures for meter readmg bIllmg and collectIOns,

Meter and meter testmg database,

~ Debt agmg and development of a dIsconnectIOn hst

Although the software was deSIgned to be used m a computer network envlfonment, gIVen
the relatIvely small SIze of the consumer base for the natural gas pIlot proJects, It was not
necessary to network the local offices at thIS tIme The software can be used m an mdividual
work statIOn set up 2

VI RESULTS

SIgmficant progress has been made smce the mceptIOn of the project The project team has

~ Gamed the approval of the State Standards CommIttee for the mstallatIOn of
Schlumberger Metns Meters

~ DeSIgned meter assembly and gamed approval from State Standards CommIttee

~ Presented the concept of two customer classes and rates for each class, thIS concept
was accepted by the Energy CommISSIOn,

2For more mformatlon about the software, see the report DistributIOn CommercralrzatlOn System
Improvement Report by Hagler BaIlly (September 1998)

--------------- Hagler BaIlly ---------------
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Produced a Customer Handbook for dIstnbutIOn to new gas customers detaIlmg the
nghts and responsIbIhtles of the customer and the company,

Developed meter readmg bIlhng and collectIOn pohcy gmdelmes,

Gamed acceptance for chargmg securIty deposIts as a way to protect revenues from
nonpayment and lower the company's wnte off, however, the apphcatIOn of the
procedure was not correct (See recommendatIOn)

In late 1997 the Mmistry and the Energy Regulatory CommIsSIOn of Armema saw the need
for terms of gas use The project team had sIgmficant mput mto the resultmg pohcles (see
ExhIbIt VIII)

VII. RECOMMENDATIONS

Although there has been substantial change, further work Will be necessary for the natural gas
sector to become self sufficIent The project team recommends the follOWing key tasks be
undertaken to support the dlstnbutIOn commerclahzatIOn m the natural gas sector

Metermg

• All bIlhng meters must be owned by the company Changes need to be made to the
Laws of the Repubhc of Armema to allow the company to take possessIon of the
meters by emment domam

The concept of rotatmg meter books for efficIency and to prevent collUSIOn between
the customer and the meter reader

• The metenng department must mtroduce cycle bIllmg for cost control

BIllmg and CollectIOns

• Secunty depOSIts were taken as prepayments whIch IS not a correct apphcatIOn of the
procedure Prepayments reduce needed cash flow A securIty depOSIt IS held III an
escrow and applIed to the customer's balance III the event ofa default

BIlls are presently delIvered by the meter reader ThIS IS mappropnate as It presents a
further opportumty for collUSIOn between the consumers and the meter readers

--------------- HaglerBalIly ---------------
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NATURAL GAS DISTRIBUTION COMMERCIALIZATION PROJECT ~ 10

The meter readmg and collectIOn functIOn should be separated The person
responsIble for provldmg the readmg for the bIll should never be responsIble for
collectmg the bIll It encourages collusIOn between the customer and the meter reader

~ Management personnel should be hued who wIll be responsIble for the bIllmg and
collectIOns functIOn Collectmg money IS a dIfficult Job and managers who have
operatIOns responsIbIlItIes wIll not gIve collectIOns the pnonty It should have

A targeted strategy for collectmg should be developed
decIde who can pay and who cannot pay and put collectIOn resources to use
collectmg from those WIth an abIlIty to pay,
pnontize accounts by amount owed and age of debt

Human Resources

Presently the salary for meter readmg personnel IS low CompensatIon should be
mcreased mcludmg the ImplementatIOn of a reward for uncovenng theft of servIce

Employment polIcIes, mcludmg Standards of Conduct for utIlIty employees, should
be developed

Trammg

~ It has become clear m our dIscussIOns WIth local office management and operatmg
personnel that there IS a need for extensIve busmess process trammg at varIOUS levels
of the dIstnbutIOn companIes Trammg that should be consIdered mcludes
a) Revenue protectIOn trammg

usmg the meter reader,
usmg the bIllmg process

b) DlstnbutIOn company marketmg and customer servIce,
c) Metenng, bIllIng and collectIOns,
d) BaSIC management skIll bmldmg m commercial operatIOns (perhaps through
mtemshIps)

VIII CONCLUSIONS

The natural gas dIstnbutIOn commerCialIzatIOn projects are a useful step forward m
determmmg the proper extent to whIch natural gas can be remtroduced mto Armema It IS
clear that It IS not cost-effectIve to restart the entire natural gas network In many areas,
consumers have already substItuted other fuel types and, when combmed With rehabIlItatIon
costs as well as metenng, It IS the cost would be too great to restart the gas supply ThIS pIlot

--------------- HaglerBallly ---------------
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project also offered an opportumty to test how the Armeman market responds to the use of
commerCIal pnncIples for the provIsIon of natural gas It IS clear that for the mtroductIOn of
natural gas to be successful economIcly, eqUIpment alone IS msufficlent The mtroductIOn of
proper busmess processes to Improve the metenng, bIllIng and collectIOn process, as well as
ensure adequate consumer satIsfactIOn IS arguably much more cntIcal to the overall success
of the restoratIon process

--------------- Hagler BaIlly ---------------
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Description of the Natural Gas
Sector

• Vertically integrated monopoly
- Armgasprom State Concern

• Structural characteristics
- Three regional transmission enterprises - high

pressure
• length of pipes 1,918 km

- Ten regional distribution companies - medium
and low pressure

• length of pipelines 14,400 km.

- Underground gas storage system
• available capacity 180 min cub m

--..l



-
~

---- t II

Description of the Natural Gas
Sector

• Number of customers
• level of reSidential saturation of natural gas IS 61 5%

» Industrial 2,560

» Residential 454,457
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Description of the Natural Gas
Sector

• Metering system
» Meters for industrial and commercial

consumers are generally in place

» Lack of residential metering altogether

- billing based on normative principles



~

__________ t II

Background

• Gas supply
- Since 1991 severe decline in gas supply due to

the blockade and economic crisis
- Only thermal plant (over 80o~ of total

consumption) and several main industries
received gas

- Almost no gas supplied to residential and
commercial subsector
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Backgrouncl

• Gas supply to Armenia: (min cubic meters)

Year Residential Industrlall & Total
Other

1988 1,250 1000/0 4,504 1000/0 5,755 1000/0

1993 13 1 0k 788 17% 801 14°A>

1995 4 o 60/0 1,455 3~~ 0/0 1,459 25%

~



~

___ •• .1
1

Background

• Cash flow
- Severe drop of expected revenues

- Low cash flow In the gas subsector due to

barter arrangements and low collection rate in

power system

• Financial situation
- High debts to foreign gas suppliers and banks

- Unreasonably high transportation rate ($14 pelr

Th. cubic meters) due to the large fixed costs
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Background

• Technical situation
- Since 1991, almost no maintenance to the

system due to the lack of financial means

- Poor condition of facilities

- High level of technical losses

~
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Goals & Objectives

• Resume the gas supply to consumers in
Armenia

- Provide customers with better services

• Assure the economic viability of the gas
industry in Armenia

- Commercialize of natural gas distribution
subsector

~
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Available Options
~--- - - -- - - -

• Option 1. Resume gas supply to
consumers on a normative basis

• Option 2. Preserve existing situationl
status-quo

• Option 3. Resume gas supply to
consumers on a commercial basis

~
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Option 1

e Resume gas supply on a normative
basis

-Attempts by Armgasprom to supply gas to
several villages in 1995

• Failed due to the lack of personal metering, billing
and disconnection system

~
1S'"



-------------------

Option 2

• Preserve e)(:istin!g situationl status quo
- Continue IlnefflClent usage of alternative energy

carners by population (liquid fuel, fire wood,
etc.)

- Negative environmental Impact, natural
resource devastation, economic Inefficiency

- Further detenoratlon of the gas distribution
system

- Further inefficient use of electricity
- Further deterioration of electricity distribution

network

~
::..l
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Option 3

• Resume gas supply to consumers on a
commercial basis

- Resume O&M of the gas distribution network

- Reduce negative environmental impacts
(Indoor, outdoor) through fuel substitution

- Restore some cash flow to the gas sector

- Resume providing services to customers

• Option 3 selected

~
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Implementation Steps

• Testing and necessary rehabilitation of
gas distribution and indc)or systems and
gas appliances

• Consumer education
• Installation of individual and master

meters

~
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Implementation Steps

• Individual metering and disconnection
• Metering and billing software

development
• Evaluation of results and development

of a replication plan

"'"q,
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Information on Pilot Projects

• Criteria for selection of pilot project sites
- Level of residential saturation of gas
- Ability of the population to pay for gas
- Conditions of the gas pipeline network
- Recommendations from the Ministry of Energy

and Armgasprom

- Specific site VISitS

'vol-
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Information on Pilot Projects

• Pilot projects in numbers
Total budget allocation

Name # of Budget allocation (estimate)
of place cu sto m ers USAID Arm gasprom Custom er Total
Nerqin Ptgni 317 $40,118 $10,599 $11 ,515 $62,232

Verln Ptgni 134 $13,915 $3,286 $4,134 $21,335

N u barashen 1,553 $141,691 $33,212 $50,740 $225,643

Dzoraghpjur 303 $47,203 $13,819 $12,688 $73,710

Tsakhkadzor 337 $47,610 $15,253 $13,773 $76,636
Tsam akhaberd 150 $20,368 $3,020 $5,636 $29,024
Gomadzor 220 $22,237 $5,128 $6,891 $34,256
Total 2,804 $333,142 $84,317 $105,377 $503,187
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Information on Pilot Projects

• Pilot projects in numbers:
Budget allocation per customer

Name # of Budget allocation (per customer)
of place customers USAID Armgasprom Customer Total
Nerqin Ptgni 317 $1265 $106 $363 $1963

Verm Ptgni 134 $1038 $334 $308 $1592

Nubarashen 1.553 $91 2 $21 4 $327 $1453
DzoraghPJur 303 $1558 $456 $41 9 $2433
Tsakhkadzor 337 $141 3 $453 $409 $2275
Tsamakhaberd 150 $1358 $20 1 $375 $1934
Gomadzor 220 $101 1 $233 $31 32 $1557



-------------------

Environmental Itnpact

• Environmental assessment prepared in
accordance with 22 CFR 216 (USAID
Environmental Procedures)

• Project is expected to yield positive net
environmental impacts due to
substitution away from other, more
polluting fuels

~
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Environmental Impact

• Minor mediation strategies identified:
- Network pressurization testing for leakage

- Waste and scrap disposal

- Consumer education

vJ
v""'-



-------------------
Recommendations

_ If USAID humanitarian procurement of
natural gas is monetized, consider using
at least $2 million of programmed funds
to allow Armgazprom to expand project

w
~
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ApPENDIXB

EXHIBIT II REGASIFICATION AND INSTALLATION

PROCEDURES

--------- HaglerBallly ---------

'71



I
I
I
I
I
I
I
I
I

Exhibit II

Numerous dISCUSSIOns were help WIth the operatIons department to determIne theIr
operatIonal needs StandardIzed procedures and draWIngs were developed to serve as a gUIde
for the mstallatIOn ofresIdentIal and commercIal meters (appendIX B) From these
dIScussIons the followmg lIst of eqUIpment for operatIOnal support was developed

Leak. Detectors

PIpe Locators

Schlumberger Metnc meters (ResIdential)

EqUImeter turbme meters WIth correctors

EqUImeter large capaCIty meters

As a way ofmsunng mstaliation umformIty, the concept of proJect management was
mtroduced to the management ofArmgas They readIly agreed WIth the Idea and we
developed a lIst ofresponSIbIlIties for one mdividual to oversee the project The
responSIbIlItIes are as follows

- Insure that standards and procedures are met

- Keep the project on schedule

- Be responsIble for the mventory ofmeters

- Keep detaIled documentation of the project

A traInmg seSSIon was held on June 17, 1997, to dISCUSS the standardIzatIOn ofregasIficatIOn
procedures and the procedures for the standardIzed mstallatIOn ofreSIdentIal meters Those
procedures as wntten, and agreed to, by Armgas OffiCIalS,
are on the follOWIng pages

Armeman Natural Gas Pdot Projects
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RegasIficatIOn Procedures
Gas UtilIzatIOn EquIpment

1 All gas utIlIzatIon eqUIpment must be acceptable to the gas company The
eqUIpment shall be SUItable for the proposed use

2 Conduct a detaIled VIsual InspectIOn of all gas utIlIzatIOn eqUIpment m house and
apartment bUIldmgs Check for excessIve corrosIon and cracks m heat exchangers

3 LIst all umts and tag all eqUIpment converted over the last SIX years for propane
use Note modlficatlons that are needed for natural gas use

4 All gas utilIzatlon eqUIpment and therr vent connectors shall have clearances from
combustlble matenal so that operatIon Will not create a hazard to persons or property

5 Gas utllIzatIOn eqUIpment connected to a pIpmg system shall have an accessIble
shutoff valve mstalled WIthIn 6 feet of the eqwpment It serves Where a connector IS
used, the valve shall be mstalled upstream ofthe connector

6 Gas utllIzatlon eqUIpment shall be permItted to be placed m operatIOn after the
plpmg system has been tested, determmed to be free of leakage and purged

7 The test for leakage after the eqwpment IS connected IS the gas supplIed at Its
supply pressure Leak test all eqUIpment, connectIOns, and valves

8 Turn on all gas burnmg applIances determIned that the pIlots, where prOVIded, and
mam gas burners are workIng properly Clean and adjust air as reqUIred
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ArmenIan Natural Gas PIlot Projects
RegasdicatIon Procedures
Purgmg Systems

General

When purgmg any mam or servIce, cautIon should be used to aVOId formatIon ofa
hazardous gas-arr mIxture Purgmg can be done safely provIded that a moderately
rapId and contmuous flow IS mamtamed

Procedure

1 All purgmg actIvItIes shall take place above ground WIth the gas bemg released
away from people and bUlldmgs

2 Ifneeded connect a pIece ofplastIC or steel pIpe at the end of the mSIde or end of
the dIstnbutIOn mam to carry the gas bemg purged away from the bUlldmgs

3 Purge vents shall be of a SIze that WIll permIt the free escape ofpurgmg gas to
atmosphere and shall extend approXllllately SIX (6) feet above the ground to prevent
possIble IgnItIOn from ground sources

4 Purgmg must be contmuous, WIthout mterruptlOn, and shall contmue untIl a
readmg greater than 95% raw gas IS attamed usmg a combustIble gas mdlcator

5 The dIscharge pomt shall not be left unattended durmg the purgmg
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Armeman Natural Gas PIlot Project
RegasdicatIon Procedures
Pressure Testmg Plpmg m BuIldmgs

Plannmg

1 Record all house and apartment bul1dmgs on plans WIth outsIde locatIOns of shut
off valves

2 Check all records to detemune pressure ratmgs for all InSIde pIpmg and fittmgs

3 IdentIfy all mSlde plpmg SIzes

4 IdentIfy the apartment urnts that contam mam feed lmes versus lateral connectIOns
WIth SIzes

PreparatIon

1 Conduct a detaIled VISual mspectIOn of all mSlde pIpmg and fittmgs

2 Shut off all applIance valves

3 Ifan applIance valve IS mlssmg, dIsconnect urnt and cap or InStall a valve

4 RepaIr any deficIencIes, such as, corroded pIpe and fittIngs Cap any open end
pIpe

OperatIon

1 NotIfy all consumers and town OffiCIalS pnor to the start of pressure testmg mSIde
pIpmg

2 WIth arr pressure set at 3 PSIG on the low pressure dIstrIbutIOn, start to turn on
each house and apartment bwldmg one at a tIme

3 Test duratIOn shall not be less than ~ halfhour for each apartment bwldmg and 10
mmutes for each smgle famIly dwellmg
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Armeman Natural Gas PIlot Projects
RegasdicatlOn Procedures
Pressure TestIng DlstnbutIon System

Planmng

1 OutlIne the area to return to gas servIce on a map or other plan wluch shows the
dIstnbution system

2 IndICate, on the plan, all mams With pIpe SIzes, valves and fittIngs

3 Check all records to determIne manufacturers pressure testIng ratIngs for all
dIstnbutIOn matenals and fittIngs and IndIcate on plans

4 IndIcate on plans the methods for IsolatIng sections of the system pnor to pressure
testIng

5 IdentIfy all servIces by house and apartment buIldIng Record the locations of
outsIde shutoffvalves Check all records to determme manufacturers pressure ratIngs
for all matenals and fittIngs

PreparatIon

I Conduct a detailed vIsual survey RepaIr or replace badly corroded pIpe or fittIngs

2 Check all valves as shown on plans of the area to be regasified Grease valves as
necessary and operate all valves to ensure proper functIOnIng

3 Reparr any defiCIencIes

4 Install necessary eqUIpment to provIde test pressures and volumes to each system

OperatIon

1 NotIfy all consumers and town OffiCIalS pnor to the start ofpressure testmg

2 Each dIstnbutIOn system to be operated above 1 PSIG should be tested With arr at
90 PSIG for 1 (one) hour

3 Each dIstrIbutIOn system to be operated at less than (one) I PIG should be tested
With arr at 3 PIG for 1 hour

4 The low pressure dIstnbution aIr test should be conducted With all the outSIde
servIce shutoff valves to the houses and apartment bUIldIngs In the closed pOSItIOn
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ApPENDIXC

EXHIBIT III LIST OF EQUIPMENT FOR OPERATIONAL

SUPPORT

--------- HaglerBaI11y ---------
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LIst of EqUIpment for OperatIonal Support

Schlumberger Metns Meters

Eqwmeter Turbme Meters

Eqwmeter Large CapacIty Meters

PIpe Locators

Leak. Detectors

Meter Assembly Matenals

ExhIbIt III
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ApPENDIXD

EXHIBIT IV CUSTOMER HANDBOOK

-------Hagler BaIlly -------
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ExhibIt IV

CUSTOMER HANDBOOK

WELCOME to Yerevangas (Haygas) DIstnbution Company'
TIns booklet provIdes each new resIdentIal customer a summary of the nghts and
responsIbIlIties of the customer

Each pnvilege that IS granted, and every duty that IS requIred, Imposes an obhgatIOn
on the company and the customer to accept these pnvileges and perform these dutIes
With good faIth, honesty and faIrness

APPLICATION

To become a customer you must ftrst contact the company They Will ask you to SIgn
a customer contract

GAS SERVICE

A gas servIce IS the pIpe from the street mto your home and to your gas meter You
Will NOT be charged for the pIpe outSIde your home or the gas meter There IS a
change for any addItional pIpe gomg from the meter mto your home

METERING DEVICE

The metenng eqUlpment that the gas company uses to calculate the bIll mdlcates the
number of CUbIC meters of gas used by the customer Meters are tested at the factory
before they are mstalled at your home Ifyou thmk that the meter IS not workmg
properly, call the gas company and they Will test the meter There Will be no charge
If the meter IS not accurate If you ask for a test more than one t1me m one year, and
the meter IS correct, you Will be charged for the meter test

The gas meter IS the property of the gas company and the gas company may
termmate servIce to any customer who unreasonably refuses to allow access to theIr
home to read and Inspect the gas meter The customer MAY NOT tamper With the
meter Anyone found tampenng
With a metenng deVIce Will be penalIzed to the fullest extent of the laws ofArmerua

THE GAS BILL

Every 30 days the gas company Will read your meter and take the readmg back to the
company where they Will prepare the b111 for the gas that you used, at the rates
approved by the Energy COmmlSSIOn
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WHEN TO PAY

Your bIll Will be delIvered to your home and you MUST pay for the gas WithIn 10
days

IF YOU DO NOT PAY

Ifyou do not pay for the gas that you used, the gas company Will turn offyour gas
meter so that you can no longer use It

HOW TO USE GAS AGAIN

To use gas agam, you must go to the bank and pay your bIll Show the receIpt to the
Company

The Company Will send someone to turn on the meter the next day

PENALTIES FOR NONPAYMENT

The Company Will charge you extra for bemg late AND the Company Will charge
you to turn your meter on after the bIll has been paId

'11
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Exhibit V
COMMERCIALIZATION POLICIES

DEFINITIONS

• ResIdential ServIce Gas servIce to customers for domestIc purposes (smgle
or multI-fannly)
- ConsumptIOn under 10,000 CM per month
- TIns rate IS for heat, and non heat (cookmg and hot water)

• CommercIal ServIce Gas servIce to customers who use more than 10,000
CMpermonth
-TIns rate IS for heat, and non heat (cookmg and hot water)

• Secunty DeposIt Money held by the UtIhty company to protect the company
from commercIal losses
- The money IS kept m a separate bank account

METERING POLICIES

All UtilIties shall meter therr product WIth metenng deVIces that regIster m CUbIC
meters

The gas meters are Installed, owned and mamtamed by the utilIty at ItS expense

Gas Meters wIll be tested by the dIstnbutIOn company, at a company owned faCIlIty

The deVices WIll be tested pnor to InstallatIOn at a reSIdence or busmess, and shall
comply WIth the accepted Government standards

If a meter IS found to be out ofcomphance WIth the standard, It WIll be repaIred
before mstallatIOn at a home or busmess

A customer has the nght, after the meter IS Installed, to questIOn the accuracy of the
metenng deVIce and request a meter test However, he may not question, and request
a test, more than one tIme m 12 months, Without bemg charged for the test

If the meter IS found to be m error beyond the standards, (fast meter) the company
Will repay the customer for the over bIllmg If the company finds that the meter IS
slow, the company may, but IS not reqUIred to, charge the customer for the over
blllmg

To ensure faIrness, all meters that are tested, that are not m complIance, where an
adjustment to a customer's bIll Will be made, must be reported to the COmmISSIOn,
monthly, the meter number, the test results, the reparrs made, and the amount of the
adjustment
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The customer WIll provIde WIthm therr premIses, WIthOut charge, sUItable space for
the mstallatIOn of the company's meter

The customer WIll not re-meter or sub-meter for the purpose of re-sellmg gas to
another party

The company has the nght to access theIr meter at all tImes A customer may
notunreasonably refuse access If the customer does not permIt access, he may be
dIsconnected WIthout notIce

Tampermg WIth, or destructIOn of, the utIlIty company's metenng devIces, IS not
permItted The penalty for tampenng IS loss of gas servIce WIthOut notIce, and
any other penalty defmed by the statutes ofThe RepublIc ofArmema

BILLING POLICIES

BIllmg for utIlIty servIce WIll occur at regular mtervals Each utIlIty IS requrred to
keep an accurate account ofall of the charges bIlled to each customer and all
payments receIved from each customer

A utIlIty WIll not present a bIll for payment WIthout havmg read the meter first

All bIlls wIll be based on an actual readmg The company may be subject to a
penalty If the meter readmg IS falSIfied and bIlled to the customer

All bIlls WIll be calculated usmg the rates as establIshed and approved by the
Energy COmmISSIOn (ERC)

The bIll WIll show the number of umts (CM) used, the rate charged for those
umts, and the calculatIon

The company has the nght to re-bill a customer If an error has been made m the
bIllIng The customer WIll be responsIble to pay charges that were not bIlled because
of an error The company IS responsIble to repay the customer If they have
collected too much as a result ofan error

All reSIdentIal customers WIll pay the bIll m a tImely fashIon

Customers WIll proVIde the meter reader access to the meter so that a bIll can be
rendered The company can dIsconnect a meter for the customer's failure to prOVIde
access to the meter

The utIlIty company may charge a penalty (late fee) for any bIll that has not been
paid m a tImely fashIon
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COLLECTION AND DISCONNECTION POLICIES

The utIlIty can dIsconnect the utIlIty servIce for the followmg reasons non payment
of the bIll, safety, refusal to allow access to the meter, tampenng, or theft of servIce

The utIlIty, after havmg correctly presented the customer a bIll, has the nght to
termmate servIce to any customer that has not paId the bIll m a tImely fashton

A utIlIty employee WIll attempt to contact the customer to ask Ifpayment has been
made If the customer prOVIdes a receIpt, the employee WIll leave the servIce on If
the customer cannot prOVIde a receIpt, then the employee WIll dIscontInue the
servIce After the servIce has been turned off, the customer must then go to the
payment agency or bank, and pay the whole bIll Then the customer must go to the
utIlIty company office and show the receIpt to the deSIgnated person, who WIll then
schedule the meter to be turned on agaIn

The utIlIty WIll turn the meter back on as soon as pOSSIble but not to exceed 1 5
days The utIlIty may charge a fee to reconnect the meter

If the customer has been dIsconnected for non-payment, the company has the nght to
demand a secunty depOSIt to protect the company and the other paymg customers
from commercIal losses

The depOSIt amount WIll not exceed the amount equal to two estImated bIllmg
penods

The utIlIty wIll keep a log ofall depOSIts that they have receIved They WIll note the
account number, customer name, address, amount of depOSIt and the date taken

If a customer moves, or therr meter IS locked for nonpayment, and they do not turn
the servIce back on, then the depOSIt WIll be applIed to the bIll to reduce the debt If
the customer wants servIce agaIn, eIther at the same locatIon, or a new one, then
another depOSIt WIll be reqUIred

The depOSIt WIll be returned when the customer moves or has made tImely payments
on therr account for a penod of 2 years
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ApPENDIXF

EXHIBIT VI METER READING PROCEDURES
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ExhIbit VI
Meter Readmg Procedures

I Meter readers WIll not omIt any meters on therr route

2 All meters wIll be read on the scheduled day

3 Meter readers WIll record only actual readmg from the meter FalsIficatIOn of
meter readmgs WIll result m llnmedIate dIscharge

4 The meter readmg document WIll be prmted from the computer each day

5 Each meter reader WIll SIgn therr name to therr assIgned meter readmg sheets

6 The meter reader must venfy each meter number, then wnte meter readmg m
space proVIded

7 The meter reader should check the pnor readmg to be sure that the new
readmg IS not too lugh too low or that the meter has stopped

8 If the meter reader IS unable to access the meter for a readmg, he must go
back to get the readmg before the bIll date

9 Meter readers WIll return therr work to the office to be processed by the
computer daIly

a Any problem found WIth a meter wlule readmg WIll be reported to the
supervIsor ImmedIately upon return to the office

b If the meter reader detects a gas leak he must not WaIt to return to the
office, but MUST ImmedIately report the leak to the office

10 Meter readers are responsIble to report to the company any of the follOWIng

a Meters or meter fits that have been vandalIzed
b Broken WIre seals, loose mdex screws
c Meters turned the backwards
d Meters bypassed or dIverted In any way to steal gas

11 The meter reader Will be responsIble for dehvenng the bIll to the customer
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ApPENDIXG

EXHIBIT VII PAPER FLOW METER READ TO MILL THIRTY

DAY CYCLE
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Paper Flow
Meter Read to BIll
Thirty Day Cycle

Day 1 Read meter

Day 2 Read meters not read on Day 1 ill the evenmg

Day 3 Enter meter readmgs for bIll productIon

Day 4 Correct errors

Day 14 Produce bIlls

Day 15 DelIver bIll, read meter, lock for nonpayment

Day 16 Read meters not read day 15

Day 17 Enter data

Day 28 Produce bIll

Day 30 DelIver bIll, read meter, lock for nonpayment

ExhlbltVII
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EXHIBIT VIII TERMS OF USE
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Approved by the Decree #
As of 1998
By the Mmistry ofEnergy ofRoA

NATURAL GAS USAGE RULES

SECTION I

GENERAL PROVISIONS

Mam concepts used m Natural Gas Usage Rules

Gas - natural gas or dry gases assocIatIng 011 wluch are denved from fields or
produced m gas and 011 processmg factones WIth qualIty features defined by
appropnate standards

Gas supply enterprzse - legal entIty wluch holds a gas Import or gas transmISSIOn
or gas dIstnbutIOn lIcense

Consumer (Customer) - a legal entIty or a phySIcal person that has connectIon to
gas pipelme, m comphance WIth these Rules and, procedures and technIcal
specIficatIOns defmed by other normatIve acts, and that has sIgned a Gas Supply
(Purchase) Contract WIth a Gas Supply Enterpnse

Gas system - a technIcal system ofgas pIpes, gas applIances, regulatIng statIOns
and valves, owned or admmIstered by the customer

Gas Dzstrzbutzon Network - a technIcal system mcludmg gas dIstnbutIOn
pipeimes, gas regulatmg statIOns and faCIlItIes, eqUIpment necessary for therr
relIable and safe operatIon, by the means ofwluch system gas delIvery to
customers located m a certam geograplucal area IS Implemented

Indoor Gas System - gas m-door network, along WIth Its valves, startmg nght
after the commercIal gas meter (boundary pomt) and all gas applIances mstalled
m the apartment

Technzcal SpecificatlOns - CondItions and reqUIrements presented to a new
customer With regard to gas supply Implementation, defined by nonnative acts
and govermng documents ensunng gas system relIable and safe operatIOn, WIth
technIcal and economIcal JustIficatIOn

Accountzngperwd - tIme duratIon speCIfied m the contract for whIch the gas
consumptIon should be determmed and mutual settlements should be made
between the gas supply enterpnse and the customer
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Average dazly gas quantzty - the supphed gas volume, whIch IS determmed based
on monthly supphed gas volume and the number of days WlthIn the gIven month

Hourly gas consumptIOn - Gas consumptlOn nommal quantIty specIfied by the
techmcal documentatlOn of a gas apphance

Gas consumptIOn request - reqUlred dally (monthly, annually) gas volume, whIch
meets the demand ofa customer's technologIcal deVIces

Commerc,al gas meter-- an eqUlpment, by the means ofwhIch the quantIty of
dehvered gas IS metered and based on the readmg ofwhIch mutual settlements
between the gas supply enterpnse and the customer are made

Boundary pomt - a border, whIch separates gas systems owned or admmIstered
by the gas supply enterpnse and the customer

Delzvery pomt - a border, where the gas commerCIal meter IS mstalled

Natural gas (hereafter - Gas) Usage Rules (hereafter - GUR) hereby defme
prOVISIons Wlth respect to gas supply by gas supply enterpnse to consumers
(customers), therr mterrelatIons and are bmdmg for them regardless of therr
rmmstenal subordmatlOn, orgamzatlOnal and legal type and ownershIp form

Apart from these rules gas supply enterpnses and customers should comply Wlth
norms and regulations Wlth respect to gas mdustry safety, techmcal operation,
enVIronmental consIderatIOns and fire safety, and construction, defined by the
LegIslatIon of Armema, as well as normative acts by the Energy COtnrnlSSIOn of
theRoA

Gas usage IS permttted IS the case of meetIng the followmg maln condItIOns
whIch comply Wlth the LegislatlOn of the RoA

eXIstmg connectlOn of gas applIances to the gas pipelme, provIded that the
mentlOned connectIon should comply Wlth the normatIve acts and technIcal
prOVISIOns for connection Wlth the gas supply network, and the gas apphances
should be venfied by authonzed bodIes of the RoA (hereafter referred to as
Authonzed BodIes) for techmcal supervISIon of the Gas Industry

avaI1abl1Ity of Gas Supply (purchase) Contract (hereafter referred to as
Contract) Wlth a gas supply enterpnse

Gas Supply (purchase) Model Contracts should be defined by the Energy
COmmISSIOn of the RoA

An Act mcludmg the asset lIst of the gas supply network, responsIbIhty
boundanes for operatIOn and meterIng procedure for gas consumption should be
attached to the Contract, and should be deemed as an Inseparable part of the
Contract
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The Contract term IS consIdered to be prolonged m the case If by the Contract
termmatIOn date none of the partIes requIres ItS reVISIOn or dISsolutIOn

Gas Usage Rules for reSIdents are defined m SectIOn VIII of GUR

SECTION II

TECHNICAL PROVISIONS FOR CONNECTING GAS APPLIANCES
OF CONSUMERS TO THE GAS PIPELINE

Development, settlng and gettmg consent on techmcal specIficatIOns for
connectIOn of new consumer apphances to the gas network of the gas supply
enterpnse or mcrease of new or m-use capaCIties of apphances of consumers
connected to the network, restructunng of gas apphances should comply With the
procedure defmed by the MllliStry ofEnergy of the RoA and agreed With the
Energy CommIssIon of the RoA

The gas supply enterpnse may gIve techmcal specIfications to a second-tIer
customer for connectmg to the gas network beyond the boundary pomt of the
Customer only after gettmg a wntten consent from the Customer

Compllance With the techmcal prOVIsIons agreed upon by gas supply enterpnse
and consumer IS mandatory for partIes

The tIme penod for reVIew ofthe request ofa consumer about connectIon of new
capaCItIes and settmg oftechmcal prOVISIons should be set up to one month from
the date of the request SUbmlSSIOn

Pnor to startmg the constructIOn actIVItIes the customer (Consumer), With the
partICIpatiOn of a deslgmng mstitutIon, should submlt to authonzed bodIes the
workmg draft and bluepnnts of gas system of ItS enterpnse Each authonzed
body WIthm 10 days should check the comphance of drafts With the techmcal
specIficatIOns, as well as to other requIrements oftechmcal norms and standmds
and should gIve theIr consent for commencement of constructIOn related to gas
system

In the case of dlscovermg deVIatIOns m revIewed drafts from technIcal
specIficatIOns or normatIve requuements, an appropnate wntten JustlficatIOn
should be dehvered to the Customer (Consumer)

DeSIgn, constructIOn and assemblmg and calIbratIOn actIVItIes m respect to gas
supply are entItled to legal entItles whIch hold appropnate hcenses for the
mentloned actIVItIes
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SECTION ill

THE PERMISSION FOR
COMMISSIONING AND OPERATION OF

GAS SYSTEM

Newly connected and restructured gas systems, as well as gas chstnbutIOn
networks (regardless oftherr ownerslup form) should comply With constructIOn
norms and rules, fire safety rules, gas system safe operation standards and other
normatIve acts, be provIded With agreed upon proper deSIgn and hand-over
techrucal documentatIOn

Newly connected or restructured gas systems, as well as gas dIstnbutIOn
networks (regardless of theIr ownershIp form) pnor to COImmssIOmng should
undergo hand-over expenments accordmg to the defmed procedure Based on
pOSItIve outcomes of the expenments the appropnate authonzed body should
gIve the permISSIOn for COmmISSIOmng the gas system

After the commissIomng of gas a dIstnbution network or a gas system the
appropnate adjustment activIties should be carned out pursuant to the defined
procedure

A gas supply enterpnse should carry out gas supply to a new customer m the case
of aVaIlabIlIty of a gas meter wluch IS sealed by both of two parnes as It IS set
forth m the Contract

In the case ofdIscovery by authonzed bodIes ofany shortcommgs, non­
complIance With defined techrucal speCIficatIOns and other norms of gas
applIance InstallatIOn m the gas system of a customer, gas supply to the
mentIoned customer by a gas supply enterpnse IS prolubited untIl the elImmation
of dIscovered defaults

COmmISSIomng and operatIOn ofconserved gas systems should comply With the
prOVISIOns herem set forth m tlus SectIon of GUR The deCISIon about the
neceSSIty of pre-commissIOmng expenments of conserved or seasonal
consumptIOn gas systems should be made by the appropnate authonzed body

In the case of gas supply and (or) consumptIon WIthOut a penmSSIOn by
authonzed bodtes, the defaultmg party (parttes) should bear responstbthty
pursuant to the LegIslatIOn ofArmema

SECTION IV

TECHNICAL SUPERVISION OVER GAS SUPPLY
ENTERPRISES AND GAS SYSTEMS
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TechnIcal supervIsIon over gas supply enterpnses and gas systems, regardless of
theIr form of ownerslup, orgamzanonal and legal type and mtnlstenal
subordmanon, should be carned out by authonzed bodIes WIthm therr
JunsdictIOn

The authonzed bodIes should mform the Energy COmmISSIOn of RoA about the
recorded VIOlatIons revealed m the process ofmspectIOns

ImplementatIon of technIcal supervISIOn by authonzed bodIes shall not exempt
legal entItles and phYSICal persons from oblIgatIons and responsIbIlItIes With
respect to mspectIOn and mamtenance ofgas system safe operatIon and technIcal
condltlOn reqUIrements WIthm therr JUTlSdlctlOIl.-

In the case of causmg obstacles to the full access of the representatIves of
authonzed bodIes to a gas supply enterpnse and a consumer gas system, the
OffiCIal persons of the latter should bear responsIbIlIty under the LegIslatIOn of
Armema

In the case of non-performance or unproper performance of oblIgatIOns by
OffiCIalS of authonzed bodIes the mentIOned OffiCIalS should bear responSIbIlIty
accordmg to the LegIslatIOn ofArmema

SECTION V

GAS CONSUMPTION REGIMES AND MAIN CONDITIONS

Gas consumptIOn by consumers should be accordmg to the quantItIes speCIfied m
the contract

Make changes m gas quantItIes IS allowed only by the mutual agreement of the
customer and gas supply company, pursuant to the procedure and tune-frame
speCIfied m the contract

The gas supply enterpnse must prOVIde contractual gas pressure at the delIvery
pomt, If the consumer mamtams gas consumptIOn quantIty speCIfied m the
contract

In those cases, when the gas pressure amount and consumptIOn quantIty are not
speCIfied by the contract, the gas supply enterpnse must prOVIde at the dehvery
pomt gas pressure amount set forth by standards

The gas should be supplIed contmually, If the contract doesn't contam prOVISIOns
for supply mterruptIon or restnctIon
Gas supply lawful restnctlons and/or mterruptIons should be conducted by the
dIspatch servIce of the gas supply enterpnse upon the InstructIon of the central
dIspatch servIce of the gas supply system and accordmg to the earher developed
and agreed With consumers schedule Gas supply restnctlon and mterruptIon
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tenns are specIfied m the contract The gas supply enterpnse must notIfy the
customer about any accIdents and gas supply restnctIOns caused by the accIdent

Based on the wntten dIrectIOn from the authonzed body overseemg gas system
safety regardmg accIdents dangerous for mamtenance personnel, the customer
must mterrupt or lImIt gas consumptIOn and the gas supply enterpnse dIspatch
servIce must mterrupt or lImIt gas supply, upon mutual prompt notIce

Gas supply to the customer should be resumed upon the appropnate wntten
mstructIOn (phone message) by the authonzed body

The gas supply enterpnse has the nght for partIal or complete tennmatIon ofgas
supply to the customer upon pnor wntten notIce, m the cases defmed and by
condItIOns specIfied m the contract

Gas supply termInatIon and resumptIon should be carned out by the
representatIve of the gas supply enterpnse m the presence of the responsIble
person of the customer or after notIfymg the customer about mterruptIon, and
after gettmg consent m the case of resumptIOn

DIsputes ansmg between gas supply enterpnse and the customer should be
resolved accordmg to the procedures set forth m the contract, these Rules and the
LegIslatIOn ofArmema

SECTION VI

THE PROCEDURE FOR DETERMINING THE QUANTITY, COST OF
THE CONSUMED GAS AND PAYMENT

The quantIty of the gas consumed IS determIned based on the readmgs of
commerCIal gas meters, and the cost of It IS determIned by the tanff

ResponsIble persons of the customer and the gas supply enterpnse should prepare
a bIlateral act about the quantIty ofconsumed gas as of the last day of the
reportmg penod, based on the readmg ofthe commerCIal gas meter and should
check the proper condItIon of the meter In the case If the responsIble person of
the customer faIls to show up on the appomted date the gas supply enterpnse has
the nght for preparmg a one-SIde act

The gas supply enterpnse should prepare the bIll agamst the consumed gas based
on the act on the quantIty and qualIty ofconsumed gas

After preparatIOn ofthe act, Wlthm the payment penod defined m the contract,
the contract partIes may dIspute the gas quantIty recorded m the act and claIm for
a reVISIon By the exprration of the mentIoned penod, the party operatmg the
gas meters must mamtam and upon the first demand provIde the claImIng party
or the authonzed body all documents related to gas metenng Wlthm the reportmg
penod, 1 e records on operatIve InformatIon, cards, computer outputs and others
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The above mentIOned documents should be kept untIl the final resolutIon of the
dIspute

The customer should make the payment for gas based on the bIll delIvered by the
gas supply enterpnse, WithIn the payment penod defined by the contract

In the case of faIlure by the customer to pay WIthIn the penod startmg from the
moment of receIpt of the bIll up to the expIratIon date of the payment penod the
customer IS charged a penalty for each day of delay a specIfied by the contract
percentage of the unpaId amount or the bank mterest rate as of the date of
payment, whereas the gas supply enterpnse has the nght to termmate the gas
supply to the customer WithIn specIfied by the contract penod upon OffiCIal
notIce

Gas supply enterpnse retaIns the nght for termmation of gas supply to the
defaultIng customer untIl full payment by the latter ofdue amount and penaltIes

In the case when the gas supply IS Interrupted, the resumptIon should take place
WIthm 24 hours after SUbmISSIOn ofa document venfymg the full payment of due
amount and penaltIes, and Ifnecessary, costs assocIated With supply InterruptIon
and resumptIOn, If It IS not otherWIse set forth m the contract In the case of
faIlure by the gas supply enterpnse to resume gas supply to the customer WithIn
the mentIOned penod, the gas supply enterpnse must reImburse the customer
agaInSt the under-supplIed gas dunng the penod follOWing the mentIoned term as
It IS defmed In the Clause 43 of these Ru1es

In the case of revealmg any mIspnnt m the bIll the customer should contact the
gas supply enterpnse

The gas supply enterpnse should check the records on the bIll WIthIn 5 days after
receIvmg notIce about the mIspnnt

In the case ofconfirmatIon of the mIspnnt the gas supply enterpnse shou1d
correct the mIstake WithIn 2 days and by gettIng the consent of the customer,
reImburse the over-paId amount to the customer or record It as an advance
payment, and In the case of underpayment, delIver a new bIll, If It IS not
otheIWlse set forth m the contract
The amount overpaId by the customer should be reImbursed WithIn 15 days after
the request IS receIved from the customer, whereas for each day exceedmg the
mentIoned penod a penalty shou1d be charged accordmg to the percentage of the
unpaId amount set forth m the contract or accordmg to the bank mterest rate as of
the date of the payment Payment by the new bIll should be done pursuant to
Clauses 31 and 32 of these Rules

In the case ofdiscovenng by the gas supply enterpnse or the customer any
default m the operatIon of the commerCIal meter, the partIes should follow the
procedure set forth m the contract In the case If the contract does not mclude a
proVIsIon for such kmd ofprocedure, a bIlateral act about the malfunctIOnIng of
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the commercial meter should be prepared, and In the case of dIsagreement by any
of the partIes, a umlateral act should be prepared, whIch, after the conclusIOn of
an authonzed body or, If necessary ArmStateStandard representatIve, should
serve as basIS for the gas meter test and reconcIlIatIOn ofconsumed gas quantIty
If It IS necessary to dIsassemble the meter and transport It to the testIng center of
ArmStateStandard for confirmatIOn of the fact of meter's malfunctIOnIng, the
responsIble party for meter operatIon should gIve a 2 days pnor wntten notIce to
the other party to ensure the partIcIpatIOn ofthe latter In the whole process of
testIng

ReconcIlIatIOn based on testIng results should be carned out only If the folloWIng
precondItIons are In place

the term for the meter regular test IS not expIred,
the measurement error exceeds the allowance range of the gIven meter,
the meter error brought to a loss for the party whIch IS not responsIble for the
meter operatIon

The gas supply enterpnse should conduct reconcIlIatIOn for the penod from the
last meter test up to the resumptIOn ofmetenng based on the error part exceedIng
the allowance range

ReconcIlIatIOn of consumed gas should be conducted to the benefit of the party
whIch IS not responsIble for meter operatIon

For the mentIOned penod
overpaid amount should be recorded as advance payment, If the responsIble party
for meter operatIon IS the gas supply enterpnse,
for underpaid amount a new bIll should be submItted to the customer, If the
responSIble party for meter operatIon IS the customer

In the case If the deVIatIOn of gas meter readIng IS WithIn the allowed range, the
claimIng party should bear the costs assOCIated With meter testIng, whereas In the
case If the malfunctIonmg of the meter IS confirmed, the party responsIble for
meter operatIOn should bear those costs

DeVIatIOns of meter readIng are allowed and don't reqUIre reconCIlIatIon of
consumed gas quantIty and Its cost, If In the result of testIng It IS proved that
those deVIatIOns are wrthm the allowance range condItIoned With the accuracy
class of the meter

In the case ofdiscovenng an IntentIonal non-complIance of commercIal gas
meter, under the responSIbIlIty of the customer or gas supply enterpnse, With
technIcal condItIOns for InstallatIon and/or operatIon standards, the party whIch
has dIscovered the VIolatIon and has borne actual losses, together With the other
party, should prepare an act about metenng VIolatIOn The act IS a separate
accountIng document and serves as basIS for gas consumptIon quantIty
reconCIlIatIon
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In the case of dIsagreement by the other party With the metenng vIOlatlon act the
dIspute should be resolved accordmg to the Clause 28 of these Rules
Gas consumptlon quantlty reconcIhatIOn should be conducted Jomtly, for the
whole penod from the date of the last mspectIOn of the commercial gas meter up
to the metenng resumptIOn

a) based on the mstalled consumptIOn capacIty and number of
work hours (takmg mto consideratlOn the actual tIme penod of gas
consumptIon) ofcustomer gas faclhtIes, If the responsIble party for the
meter operatlOR IS the customer, If It IS not otherWIse defmed by the
contract,
b) based on the error portIon exceedmg the error allowance range
of the meter, If the responsIble party for the meter operatIon IS the gas
supply enterpnse, If It IS not otherWIse defmed by the contract

EhmmatlOn ofmeter defaults should be carned out on the basIS of metenng
vlOlatlOn act, by the means of the party responsIble for meter operatIon no longer
than WIthm 3 workIng days
The amount calculated based on the act should be reImbursed not later than
WIthm 30 days, If not, the amount should be collected accordmg to the procedure
under the LegislatlOn of Armema

SECTION VII

RESPONSIBILITIES
OF THE GAS SUPPLY ENTERPRISE AND THE CUSTOMER

The gas supply enterpnse IS responsIble for ensurmg gas supply to the customer
accordmg to the sIgned contract

In the case ofmterruptlOns or restnctlOns ofcustomer gas supply, except for
cases descnbed m the Clause 40 of tlns GUR, the gas supply enterpnse should
pay a penalty to the customer for under-supply - up to 3% of the calculated
amount ofnon-supphed gas, accordmg to the SIgned contract The losses that the
customer bears m the result of gas supply mterruptIOn or restnctIon wmch IS not
mtended by the contract should be reImbursed by the gas supply enterpnse
accordmg to the LegIslatIOn ofArmema

In the case If the customer constantly keeps the consumptIOn quantIty lower than
It IS set forth m the contract, for any other reason than mtroductIOn of gas savmg
technologIes, the gas supply enterpnse IS empowered to claIm compensatIon
from the customer accordmg to the procedure defmed m the contract

The gas supply enterpnse does not bear any responslblhty for gas under-supply,
If It IS caused by
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Force-Majeure condItions specIfied In the contract,
such operatIOnal actIOns of the customer whIch brmg to gas supply
Interruption (Incorrect shutoffs, breaches of operatIOn rules, wreck of gas
facIlIties, etc)
gas supply restrIctIOns allowed by law or InterruptIOn terms specIfied In the

contract

The gas supply enterpnse must notIfy the customer about any accIdents and
reasons for gas supply restrIctIOns

In the case of gas supply lImItation the non-supplIed to the customer gas quantity
IS deternuned based-on the actual tIme penod of gas supply restnctlOn and the
dIfference between the average consumptIOn durmg the preVIOUS reportmg penod
and the gas quantIty delIvered durmg the restnction penod

The customer must ImmedIately Inform the gas supply enterpnse about any
InterruptIOn of gas supply

The duration of and the reasons for gas supply hmltatIOn are determIned by the
appropnate documents of gas supply enterpnse and the customer and are fixed by
a bIlaterally prepared act
The gas supply enterpnse, Wltlnn 7 days, should reVIew the claIm of the customer
about gas under-supply, and In the case of approval, should pay a penalty
accordIng to the Clause 39 of these Rules and the contract, WithIn 15 days after
the claIm of the customer has been receIved For each day of delay, the penalty
amount Increases by the percentage set forth In the contract or the defined bank
Interest rate as of the date of the payment

Ifby the fault of any customer gas under-supply occurs to another customer of
the gas supply enterpnse In the result of reasons descnbed In the Sub-Clause
40 b), the gas supply enterpnse IS empowered to demand from the gIven
customer reImbursement of losses the gas supply enterpnse has sustamed,
pursuant to the procedure defined In the contract and the LegIslatIOn of Armema

The gas supply enterpnse IS responsIble for ensurIng gas qualIty measures set
forth In the contract, or, In case of unaVaIlabIlIty of such prOVIsIOns In the
contract, defIned by Standards, at the POInt of the gas network specIfied In the
contract

The customer should pay for consumed gas not meetIng qualIty standards at the
rate set by the Energy COmmISSIOn ofRoA and confirmed by the contract, If the
gas qualIty satisfies the needs of the customer

In the case If the gas qualIty does not meet the contract prOVIsIons, the customer
has the nght for termInatIng or hmitIng gas consumptIOn untIl the Improvement
of the gas qualIty, upon OffiCIal notIficatIon of the gas supply enterpnse
accordIng to the procedure defmed In the contract
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The gas qUalIty and the duratIon of supply of gas not meetmg qUalIty standards
should be determmed based on measurement results by the appropnate deVIces of
the supplIer and the customer An act should be prepared between the gas supply
enterpnse and the customer, and the gas quantIty IS determmed based on the gas
supply duration mentIOned m the act and average consumptIOn of gas supplIed
wlthm that penod

Illegal gas consumption IS consIdered to be the follOWing

consumptIon WithOUt contract avaIlabIlIty,
consumption clrcumventmg connection of a gas meter,
consumption Without avaIlabIlIty ofa meter or With VIOlatIOns of technIcal
condItIOns for meter mstallatIon

In the case ofdlscovenng by authonzed bodIes of Illegal gas consumption, the
faulty party
(partIes) should bear responsIbIlIty under the LegIslatIOn ofArmema

The gas supply enterpnse and the customer are responSIble for technIcal
condItIOn, maIntenance, and complIance With safe operatIon standards of gas
applIances, gas plpelmes and commerCIal meters whIch are Installed m areas
under theIr ownershIp, or under therr admmIstratIOn and Wlthm theIr domams
defined by the contract

Mamtenance and operatIOn of gas applIances, gas pIpes and gas meters owned or
admImstered by the customer can be contracted to the gas supply enterpnse
accordmg to the defined pnce lIst for such kmd of servIces Mamtenance and
operation of the customer's gas system can also be contracted to other legal
entitles or phYSICal persons pursuant to the LegIslatIOn of Armema

Gas supply enterpnse should bear all the costs assOCIated With operation and
planned and non-planned mamtenance ofgas commerCIal meters owned by the
customer but contracted to the gas supply enterpnse Planned or non-planed
replacement of those meters should be carned out by the means of the gas supply
enterpnse, after whIch they become the ownershIp of the gas supply enterpnse

The customer should bear all the costs assOCIated With operatIon and planned and
non-planned mamtenance ofgas commerCIal meters under the ownershIp and
contractual responSIbIlIty of the customer Planned or non-planed replacement of
those meters should be carned out by the means of the gas supply enterpnse,
after whIch they become the ownershIp of the gas supply enterpnse

The gas supply enterpnse should Implement gas odonzatIOn and control the
extent of odonzatIOn, pursuant to the reqwrements of the standards and safety
rules
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Gas delIvered to productIon enterpnses and thermal power plants may not be
subjected to odonzatIOn accordmg to the contract prOVISIOns Such land of
customers should have automated systems for gas leakage detectIon and alarm

SECTION VIII

GAS USAGE BY THE RESIDENTIAL SECTOR

A General ProvIsIons

ResIdents are allowed to use gas m the case ofavaIlabIlIty ofa request for gas supply
and prOVISIOn of the folloWIng condItIOns

eXIstmg connectIon, m complIance WIth the defmed by normatIve acts
procedure and technIcal condItIOns, to the gas network of gas applIances
venfied by authonzed bodIes,
sIgned agreement WIth gas supply enterpnse

The owner for each of apartments (houses), dachas he/she owns and the renter for the
rented area, If It IS not otherWIse set forth m the rent contract, should SIgn a separate
gas supply contract WIth the gas supply enterpnse on behalf of the customer party m
each of the contracts

The contract should mclude as an attachment the act for gas household system
operatIon responSIbIlIty and appropnate mstructIOn of the customer, whIch should be
an mseparable part of the contract

The tIme penod for respondmg (approval orJustIfied demal) to requests about gas
supply should be defmed up to one month

The gas supply enterpnse, startmg from the effectIve date of the contract, must
orgamze gas metenng and bIllmg for that customer

Gas supply establIshment to a new apartment (house, dacha), mcludmg also gas m­
door system, should be carned out by the gas supply enterpnse, and the costs should
be mcurred by the ImtIatmg party Gas supply resumptIOn to an apartment (house,
dacha) WIth preVIously estabhshed gas system, mcludmg m-door system (except for
gas apphances) WIth Imtial plan and technIcal condItIons, should be Implemented
WIth the ImtIatIOn and expenses of the gas supply enterpnse In the case of deVIatIOns
from Imtial plan and technIcal condItIOns, the customer should bear expenses
assOCIated WIth gas supply resumptIon

Gas supply establIshment, mcludmg gas m-door systems, to bUIldIngs WIth multIple
apartments should be ImtIated and funded by the owner of the bUIldmgs Gas supply
resumptIon to bUIldmgs WIth preVIOusly establIshed gas supply system, mcludIng m­
door system (except for gas applIances) WIth Imtial plan and technIcal condItIons,
should be Implemented WIth the ImtIatIOn and expenses of the gas supply enterpnse
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In the case of deViatIOns from ffiltIal plan and technIcal condItions, the customer
should bear expenses assocIated With gas supply resumption

Gas supply estabhshment to resIdentIal areas should be carned out m comphance
With gas system safety standards, operatIon rules, fire safety rules, constructIOn norms
and rules, defined on the basIS of technIcal specIfications and desIgns and estImates
developed by the gas supply enterpnse, and pursuant to reqUIrements set forth by
these Rules

Gas supply to apartments, houses and dachas IS permltted only from one connectIOn
pomt, WithOut a proVIsIOn of an addItIOnal supply pomt for them

B OperatIon of gas apphances m multi-apartment resIdential bwldmgs, dachas and
houses (resIdential areas)

The Customer IS responsIble for comphance With safe operatIOn rules and mtegnty
maintenance of resIdentIal m-door gas systems, whereas the technIcal maIntenance
and reparr can be contracted to the gas supply enterpnse accordIng to the defined
pnce lIst

In-door gas systems' maIntenance and reparr may also be contracted to other legal
entitles or phySIcal persons holdmg appropnate hcenses

C Gas metenng and BIllmg m ResIdential Areas

The representative of the gas supply enterpnse should record customer meter readmgs
and prepare bIllmg documents, as of the last date of the accountmg penod speCIfied m
the contract, after mandatory mspectIon of technIcal conmtIOn of commercIal meter
mstallatIon and external state, and m-door gas system

CommercIal gas meters should be sealed by the gas supply enterpnse and the
customer

Customers havmg no opportunlty for sealmg the commercIal gas meter may substitute
sealmg With other eqwvalent means, not hmdenng the operation of the meter

The way of sealmg by the customer of the commercIal meter should be confirmed m
the customer's card or by a separate act

The gas supply enterpnse and the customer should bear mutual responsIbIlIty for
breach of the sealmg or substitutmg It means

Customers should pay for consumed gas at the tanff set forth by the Energy
COmmISSIOn ofthe RoA

The customer should make the payment for consumed gas WithIn 10 days after the
SUbmlSSIOn ofthe bIll by the gas supply enterpnse, which IS prepared accordmg to the
meter readmg
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In the case If the customer faIls to pay for the consumed gas wIthm 10 days after the
bIll IS subnntted, the gas supply enterpnse may mterrupt gas supply to the customer
gIVmg 5 days pnor wntten notice to the customer Gas supply should be resumed
WIthm 24 hours after submIssIon by the customer of a document venfymg the
payment

In the case of questIOmng the accuracy of the amount mentIOned on the bIll the
customer should apply to the gas supply enterpnse WithIn 10 days after receIvmg of
the bIll

The gas supply enterpnse should check ItS records WithIn 5 days after the appeal IS
receIved

In the case If the error m the bIll IS confirmed the gas supply enterpnse should correct
the error WithIn 2 days and delIver to the customer another bIll

The gas supply enterpnse should check the accuracy of the commercIal gas meter
WithIn 5 days after receIpt of the appeal from the customer

In the case If the gas supply enterpnse dIscovers an error whIch had caused over­
chargmg ofthe customer, the gas supply enterpnse should conduct reconCIlIatIOn for
the penod after the last mspectIOn date of the techmcal conmtIOn of the meter and
record the error part exceedmg the error allowance range of the meter whIch had been
charged to the customer as an advance payment In such cases the gas supply
enterpnse should bear the expenses assocIated With testmg the meter

The customer IS not responsIble for mscovered error that had caused under-chargmg
of the customer

If the meter error IS WithIn the allowance range of the meter the customer should bear
the expenses asSOCiated With meter testmg, If the meter testing was InltIated by the
customer

Gas meter reamng errors are consIdered to be allowed and don't reqUIre reconCIlIatIOn
If the deViatIOns are WithIn the error allowance range defmed by the accuracy class of
the meter

In the case ofrevealmg Illegal gas consumptIOn (consumptIOn WIthOut a contract,
consumptIOn by-passmg the meter, consumptIOn Without a meter, m the cases when
the seal of the meter, under the responsIbIlIty of the customer, IS damaged, detached
or has mechamcal defaults, whIch lead to metenng faIlure), the gas supply enterpnse
should mterrupt the gas supply to the consumer (customer) and should Jomtly With
the consumer (customer) prepare an Act on Illegal ConsumptIOn The act IS deemed
to be a speCIal accountIng document and serves as basIS for reconCIlIatIOn of gas
consumed by the customer
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In the case If the customer dtsagrees WIth the Act on Illegal ConsumptIon, the Issue
should be resolved accordmg to the LegIslatIOn ofArmema

The gas supply enterpnse, based on the Act on Illegal Gas ConsumptIon, should
conduct reconcIlIatIon for the penod startmg from last readmg date of the customer
commerCIal meter up to the mstant the Act on Illegal Gas ConsumptIon IS prepared
ReconCIlIatIOn should be done based on the Installed consumptIon capaCIty of
customer's gas applIances (WIth the actual consumptIon penod), and for the follOWIng
operatIon duratIon

for heaters and water heaters
for December, January, February - 16 hours per day
for the rest of the months - 5 hours per day
for other gas apphances - 10 hours per day

The amount calculated based on the Act on Illegal Gas ConsumptIon should be paId
not later than WIthtn 30 days, otherWIse, the gas supply enterpnse should collect the
amount accordmg to the procedure set forth m the LegIslatIOn ofArmema

Gas supply to the customer should be resumed WIthm 3 days after SUbmISSIOn by the
customer ofthe document venfymg the payment ofthe amount calculated on the
basIS of the Act on Illegal Gas ConsumptIon, also, m the case ofgas m-door system
breach, of the amount for the system recovery

In the case ofbreach by the customer ofthe gas m-door system, the gas supply
enterpnse should carry out recovery of the system, on the expense of the customer,
accordmg to the defined pnce lIst

In the case of dlscovenng by an appropnate authonzed body of Illegal gas
consumptIon, the gIven customer should bear responsIbIlIty pursuant to the Law of
the RoA

DIsputes ansmg between the gas supply enterpnse and the customer should be
resolved accordmg to the LegIslatIOn ofArmema


