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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
GAS REGULATORY & RESTRUCTURING
ASSISTANCE PROJECT IN ROMANIA

CALEA DOROBANTILOR NR. 30

Sector 1, Bucuresti, Romania ‘5, Naan r

TelFax (40 1)210 1564

4™ Key Issues Seminar

January 17, 2002
Cercul Militar National
Bucharest, Romania

AGENDA
Registration

Introductory Remarks:
Chairman: Mr. Robert Borgstrém
Chief of Party (Nexant, Inc.)

Regulatory Law Issues:
Guest Speaker: Mr. William Froehlich
Lead Counsel (Administrative Litigation},
Office of General Counsel
Federal Energy Regulatory Commission
Washingten, DC, USA

Project Focus Area Presentations

< Commercial Code
Mr. Mihai Goage (ANRGN) &
Mr. Gheorghe Stefan (Dispatch Center/Transgaz)
Mr. Robert Borgstrém (Nexant, Inc.), advisor.

4+ Technical Code
Mr, Marjus Nenisanu (ANRGN) &
Mr, Vlad Pavlovschi (Transgaz)
Mr. William Cochran (Nexant, Ltd.), advisor.

11:00 Break (Coffee to be served)

11:20 Project Focus Area Presentations (continued)

¢ Public Participation
Ms. Carmen Perniu (ANRGN) &
Ms. Denisa Brailescu (ANRGN)
Mr. John Banks (Nexant, Inc.), advisor.

#» Financial Sustainability of the New Gas Companies —
Private Sector Investment in the Romanian Gas Distribution Companies
Ms. Marioara Neagu (Distrigaz-Sud),
Ms. Marcela Oltean (Distrigaz-Nord) &
Mr. Dan Pantilie (Distrigaz-Sud)
Mr. Jonathan Foord (Nexamt, Ltd ), advisor.
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Suggestions about a “Market Model for Romania”
Speaker: Mr. Mark Velody

12:45 Buffet Luncheon
13:45 Round Table Discussions (* Discussion Chairman){+ Advisors)

Commercial Code
M. Goage (ANRGN)*
C. Hertioaga (Transgaz)
R. Moldovan (Transgaz)
L. Stancu (Romgaz)
G. Stefan (Dispatch Center/Transgaz)
B. Stanica (ANRGN)
R Borgstrém (Nexant)+
W. Froehlich (FERC)+

Technical Code
V. Florea (ANRGN)
M. Nenisanu (ANRGN)*
V. Pavlovschi (Transgaz)
D. Rotar (Romgaz)
E. Varvara (Romgaz)
W. Cochran (Nexant)+

Public Participation
D. Brailescu (ANRGN)

C. Perniu (ANRGN)*
J. Banks (Nexant}+

Financial Sustainability of the New Gas Companies
M. Armencea (Distrigaz-Sud)
G. Biescu (Distrigaz-Sud)
M. Neagu (Distrigaz-Sud)*
M. Oltean (Distrigaz-Nord)
D. Pantilie (Distrigaz-Sud)
G. Sirbu {(ANRGN)
J. Foord (Nexant)+

Other participants are welcome o join any of the discussion groups.

15:30 Refreshments

16:00 Conclusions from the Round-Table Discussions with be presented to the Assembly

17:00 Adjowrnment
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PROJECT TEAM MEETINGS

Jamary 18", 2002
ANRGN Headquarters
Bucharest, Romania

9:30  Meeting of the Project Team
Call to Order
Mr. Robert Borgstrom

Chief of Party (Nexant, Inc.)

Guest Presentation:
“US Federal Energy Regulatory Commission”
William Froehlich
Lead Counsel (Administrative Litigation),
Office of General Counsel
Federal Energy Regulatory Commission
Washington, DC, USA

Questions & Answers

11:00 Meeting of the Study Tour Participants

Mr. Goage (ANRGN)

Ms. Neagu (Distrigaz-Sud)
Mr. Nenisanu (ANRGN)
Ms. Oltean (Distrigaz-Nord)
Mir. Pantilie (Distrigaz-Sud)
M. Pavlovschi (Transgaz)
Ms. Perniu (ANRGN)

Mr. Rotar (Romgaz)

Mr. Stefan (Transgaz)

12:00 Recess

13:30 Meeting of the Public Participation Strategy Team

— Practice Public Meeting
Mr. John Banks (Nexant, Inc.)

Panel Presentation
Questions from the “Public”
Analysis

15:30 Adjournment
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TABEL PARTICIPANTI

4 Key Issues Seminar 17 January 2002

Cercul Militar

Bucuresti, Romania

Cr. No. Name From Represents
1. Virgil MUSATESCU USAID
2. Rodica DUMITRIU M.LR.
3. Anca MARICA M.LR.
4. William FROEHLICH FERC
S. William COCHRAN NEXANT
6. John BANKS NEXANT
7. Jonathan FOORD NEXANT
8. Robert BORGSTROM NEXANT
9. Mark VELODY NEXANT
10. | Florin TOBESCU NEXANT
11. | Gheorghe RADU ANRGN
12. | Dan MORARI ANRGN
13. | Doina BADEA ANRGN
14. | Mihai GOAGE ANRGN Study Tour Team
15. | Marioara NEAGU Distrigaz Sud Study Tour Team
16. | Marius NENISANU ANRGN Study Tour Team
17. | Marcela OLTEAN Distrigaz Nord Study Tour Team
18. | Vlad PAVLOVSCHI Transgaz Study Tour Team
19. | Dan PANTELIE Distrigaz Sud Study Tour Team
20. | Carmen PERNIU ANRGN Study Tour Team
21. | Dumitru ROTAR ROMGAZ Study Tour Team
22. | Gheorghe STEFAN Transgaz Study Tour Team
23. | Denisa BRAILESCU ANRGN i Team
24. | Cosmina HERTIOAGA Transgaz ' Team
25. | Vasile FLOREA ANRGN Team
26. | Bogdan STANICA ANRGN Team
27. | Radu MOLDOVAN Transgaz Team
28. | Lucian STANCIU ROMGAZ Team
29. | Eugen ANGHEL . ANRGN
30.  Iulian COJOCARU | ANRGN Technique
31. Ionut PAMPU  ANRGN
32. Diana POPESCU . ANRGN
33,  Gabriela OANTA - ANRGN
34.  Florimn RADQI ANRGN
35.  Rori GHERMAN Translator
36. Liana FLOAREA Translator
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REGULATORY LAW ISSUES

\..'.|v

USAID Gas Regulatory &
Restructuring Assistance in Romania

4th Key Issues Seminar
Bucharest, Romania
January 17-18, 2002




Federal Energy Relatory Commission

Regulatory Law Issues

Introduction to Administrative Law in the U.S. and the
Federal Energy Regulatory Commission
(FERC)

William J. Froehlich, Esq.
Lead Counsel-Administrative Litigation

Federal Energy Regulatory Commission
Washington, DC




l_FedleI’a|.____E_D_e.rg_ym;Re.g_uJatory Commission

Qutline

« Basic Regulatory Law Concepts (U.S.)
— Constitutional Issues - Due Process
— Rules of the Game

— Goals and Objectives of Regulatory Law
* |ntroduction to F.E.R.C

— Transparency - Building Credibility

— Public Participation — Reasoned Decision Making
* Appendix

— Natural Gas Regulation at F.E.R.C.

— Helpful web sites

January 2002 USAID-Nexant Legal Conference



" |IFederal Energy Regulatory Commission

Regulatory Law Concepts

* \Why Regulatory Law?
— To control monopoly power
— To curtail excess profits
— To control ‘externalities’ or spillover effects
— To apportion costs among customers fairly
— To strengthen and develop the industry

- —To attract investment capital

— To increase fairness and predictability

January 2002 USAID-Nexant Legal Conference
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Federal Energy Regulatory Commission

Regulatory Law Concepts

« Why Regulatory Law?
— Government regulation is necessary when
monopoly power exists

— Government regulation is necessary when
a small number of market participants have
vastly greater influence over the market
than other market participants

— Government regulation is necessary to
assure fairness to the consumer

January 2002 USAID-Nexant Legal Conference 5
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Federal Energy Regulatory Commission

A

Foundations of Regulatory Law

« U.S. Constitution provides for ‘due process’
when government action is taken

— Different actions require differing amounts of ‘due
process’

* An important element of ‘due process’ is
knowing the rules of the game in advance

— Scope of the government involvement
— Constitution, Statutes, Regulations

January 2002 USAID-Nexant Legal Conference 6



et }Federal Energy Regulatory Commission

Fodndations of Reqgulatory Law (con't)

 First element of ‘due process’ is advance
notice of governmental action

— Form of notice must be appropriate to the
circumstances

« Second, the public must have an
opportunity to participate meaningfully

— This usually means an opportunity to be
heard on the matter

January 2002 USAID-Nexant Legal Conference 7



___‘Federal Energy Regulatory Commission

Foundations of Regulatory Law
(con't)

* Third, decisions must be fair, timely and
publicly available

— The entire regulatory process must be
transparent’

 Finally, there must be some sort of an
appeals process to any correct errors

January 2002 USAID-Nexant Legal Conference 8
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!Federal Energy Regulatory Commission

" Rules of the game....

e Constitution

« Substantive Statutes

— Federal Power Act
— Natural Gas Act

 Procedural Statutes
— Administrative Procedures Act

» Agency Rules and Regulations
— Both Substantive and Procedural

January 2002 USAID-Nexant Legal Conference



| |Federal Energy Regulatory Commission

Regulatory Objectives

* Foster Industry Development &
Investment in Infrastructure

 Limit the Abuses of Monopoly Power
* Ensure Safe, High Quality Service

* Promote Least Cost Production

» Achieve Desired Consumption Levels
* Promote More Equitable Outcomes

January 2002 USAID-Nexant Legal Conference

10



" ||Federal Energy Regulatory Commission

Goals of Regulation

« Balance competing interests

* No undue discrimination

« Assure transparency throughout the process
« Rates must be “just and reasonable”

» Multiple opportunities for public input

* Notice of filings and effectiveness

» Rate schedules publicly available

« Terms and conditions publicly available

January 2002 USAID-Nexant Legal Conference 11
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3 Federal Ener Regulatory Commission

Introduction to the FERC

 What is FERC

 How Does FERC Regulate
— Industry-wide decisions
— Company specific decisions
* Process Issues
— Insuring Independence & Transparency
— Multiple elements of ‘due process’

January 2002 USAID-Nexant Legal Conference

12



3 \Fe deral Energy Regulatory Commission

What is the FERC?

« U.S. Government Agency
— Independent Executive Branch Regulatory Agency
— Decisions subject to review by U.S. Courts
« 5 Voting Commissioners
— Appointed by the President
— Confirmed by the Senate
— Five Year Staggered Terms
« 1200 Employees
— Engineers, Technical Specialists, Tariff Analysts
— Lawyers, Economists, Accountants

January 2002 USAID-Nexant Legal Conference 13



‘Fede_ral....En?l’g Regulatory Commission

' What is the FERC? (con't.)

FERC Is An Independent Government
Regulatory Agency

 Independent from undue political party
influence

 Independent from influence by President
and Congress

 |Independent from undue influence by
industry participants

January 2002 USAID-Nexant Legal Conference 14
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Federal Energy Regulatory Commission

Independent Regulatory Commission

 Political Party
— No more than 3 commissioners from one political
party
* President and Congress

— No review of the FERC’s decisions by the President,
Department of Energy or other agencies

* Industry
— No private discussions of open cases
— “Due process” requirements are enforced

— Restrictions on all FERC employees: stock, gifts,
future employment

January 2002 USAID-Nexant Legal Conference 15



" |[Federal Energy Regulatory Commission

Why?

* To give investors and consumers
confidence that the regulatory
process and decisions are fair.

January 2002 USAID-Nexant Legal Conference 16
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- "_||[Federal Energy Regulatory Commission

What makes an lndependent

regulator?

« Appointment based on professional
qualifications and expertise

« Tenure guaranteed for good behavior
+ Restrictions to bar conflicts of interest
« Adequate agency funding

« Other measures to assure autonomy
— Reputation
— Custom

January 2002 USAID-Nexant Legal Conference 17



.Federal Energxz‘_ReguJ,atory Commission

What Does FERC Regulate?

« Electric Power Industry
— Interstate transmission rates and services
— Wholesale energy rates and services
— Corporate transactions, mergers, securities
issued by public utilities
* Natural Gas Industry
— Interstate transportation rates and services

— Interstate gas pipeline construction and
oversee related environmental matters

January 2002 USAID-Nexant Legal Conference 18




o lFe_deL.aI Energy Regulatory Commission

‘What Does FERC Regulate? (con't)

* Qil Pipeline Industry
— Interstate transportation rates and services of
crude oil and petroleum products
» Hydroelectric Industry
— Licensing of nonfederal hydroelectric projects
— Oversee related environmental matters

— Inspect nonfederal hydropower projects for safety
issues

January 2002 USAID-Nexant Legal Conference 19
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- _{[Federal Energy Regulatory Commission

U.S Two-Tiered Regulation

« Regulatory authority over rates for
service charged by investor owned
utilities is divided between the FERC
and the State Regulatory Commissions
(PUCs).

January 2002 USAID-Nexant Legal Conference 20
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Federal Energy Regulatory Commission

FEDERAL JURISDICTION

FERC

Wholesale (sales for resale)
transactions

Rates, terms and conditions
of interstate transmission
service

Certificates for new gas
pipelines

Hydroelectric licenses and
natural gas pipeline
certificates

January 2002

[ ]

Federal versus State Regulation

STATE JURISDICTION

State Public Utilities Comm.

Retail (sales to end user)
transactions

Rates, terms and conditions
of local distribution and
retail transmission services

Certificates for new electric
generation and
transmission facilities and
oil pipelines

USAID-Nexant Legal Conference 21




Federal Energy Requlatory Commission

What FERC Does Not Do

 Plan or finance investments

« Regulate safety standards of nuclear generation
(Nuclear Regulatory Commission)

« Regulate pollution produced by electric
generators (Environmental Protection Agency)

« Set electric reliability standards (North American
Electric Reliability Council)

« Regulate pipeline safety standards (Department
of Transportation)

January 2002 USAID-Nexant Legal Conference 22



- ||Federal Energy Regulatory Commission

How Does FERC Regulate?

* Industry-wide Decisions
— Notice of Inquiry (NOI)
— Notice of Proposed Rulemaking (NOPR)
— Final Rule or Policy Statement

» Company Specific Decisions

— Applications (rate increase, change in a
term or condition of a contract, etc.) or
complaints filed by utilities, customers,
project sponsors, or interested parties

January 2002 USAID-Nexant Legal Conference 23




Federal Energy Regulatory Commission

Rulemaking or Adjudication

« Rulemaking - akin to « Adjudication - akin to a
Legislative Process Judicial Proceeding

 Industry Wide Decisions

Propound policy

Company Specific Decision
— Narrow application

— Wide application — Corrects a wrong
— Broad issue(s) — Past practice
— Prospective in nature — Based on a ‘record’
— Many interested parties — Some sort of a hearing
— Notice, Comment, Final - Evidence is tested
Rule « Written decision
January 2002 USAID-Nexant Legal Conference 24




Federal EnergywReﬂgq"latg“ry_Commission

Industry-wide Decisions

« Commission issues an NOI (to seek ideas) or a
NOPR (to propose new regulations or a policy
change)

» Public comments requested
« Commission reviews comments

« Commission decision

— (After NOI) New proposed rules or policy
— (After NOPR) New regulations or policy
— Abandon initiative

January 2002 USAID-Nexant Legal Conference 25



”_|IFederal Energy Regulatory Commission

Company Specific Decisions

 Application or complaint filed
 Filing is publicly noticed
* A "Hearing” is held

« Commission decision issued and
published

« Commission decisions may be
challenged in the Federal Court of
Appeals

January 2002 USAID-Nexant Legal Conference 26




- | Federal Energy Regulatory Commission

To succeed at regulation...

* Must assure investors that legitimate
business interests will be protected;

 Must assure consumers that their interests
will be protected,;

* Must assure all interested parties that the
process is fair; and

* Must assure all that sufficient skills,
expertise and resources will be applied.

January 2002 USAID-Nexant Legal Conference 27



Federal Energy Regulatory Commission

Rx: To assure successful
regulation ...

 Publicize procedures and rules in advance

« Provide multiple opportunities for participant
input into the process

« Publish decisions

« Enforce the rules and decisions

« Recruit a professional staff

« Keep the process open and transparent

January 2002 USAID-Nexant Legal Conference 28




- ”_|[Federal Energy Regulatory Commission

1993 World Bank study

« The World Bank’s six criteria for legal
transparency:
— Clear set of rules known in advance
— Rules actually in force
— Mechanism to assure application of the rules

— Independent judicial or adjudicatory resolution of
disputes

— Known procedures for amending the rules

— Existence of some framework of regulatory
incentives

January 2002 USAID-Nexant Legal Conference 29




” |IFederal Energy Regulatory Commission

Thank you for your attention
» Check out the FERC website

— www.ferc.gov

« William J. Froehlich, Esq.
» Federal Energy Regulatory Commission
» 888 First Street, NE
» Washington, DC 20426
» (202) 208-0488
» (202) 208-0118 Fax
» william.froehlich@ferc.gov

January 2002 USAID-Nexant Legal Conference 30



‘Federal__E__n_e_[_ Requlatory Commission

Appendix

« Natural Gas Regulation at the F.E.R.C.

— Pipeline Tariff Regulation
— Pipeline Rate Regulation
— Pipeline Certificate Regulation

« Web sites (U.S. Energy related)
— Using the FERC web site

« www.ferc.gov

— Energy Information Administration
« www.eia.doe.gov

January 2002 USAID-Nexant Legal Conference

31



Federal Energy Regulatory Commission

Natural Gas Regulation At FERC

 Pipeline Tariff Regulation
— defines service and mutual obligations

« Pipeline Rate Regulation
— public statement of maximum rates

» Pipeline Construction Regulation
— interstate only
— eminent domain

January 2002 USAID-Nexant Legal Conference 32




Federal Energy Regulatory Commission

Pipeline Tariff Regulation

 Tariff filings
— pipelines propose changes in services
— filings are publicly noticed

— customers comment in support or
opposition

— often set for technical conference

— FERC plays arbitration function, calling
balls and strikes

January 2002 USAID-Nexant Legal Conference 33



"_|IFederal Energy Regulatory Commission

Pipeline Rate Regulation

« Rate filings

— pipeline proposes rate increase, change in
cost allocation

— pipelines decide when and whether to file
— filings are publicly noticed
— usually set for an administrative hearing
— most rate cases are settled by the parties
— rates must be just and reasonable

January 2002 USAID-Nexant Legal Conference 34




Federal Energy Regulatory Commission

Pipeline Certificate Regulation

 Certificate filings
— pipeline proposes to construct
— states route, cost estimate, market need
— environmental report and analysis
— filing is publicly noticed
— landowner opposition
— competitor opposition
— FERC makes public interest determination

January 2002 USAID-Nexant Legal Conference

35




Federal Energy Regulatory Commission

FERC Approval

« FERC decides whether the rates, tariffs
and construction are in the public interest

« FERC decision must be based on
substantial evidence in the record

» Ex parte discussions are prohibited

 FERC decision is appealable only to the
Courts

January 2002 USAID-Nexant Legal Conference 36



Federal Energy Regulatory Commission

Using the FERC web site

« General FERC Information: www.ferc.qov

« FERC Statutes:
http://Iwww.ferc.gov/informational/enable1.htm

— From that page there are links to:

« Natural Gas Act, Federal Power Act, NGPA, other
statutes

* Major Issuances:
http:/lwww.ferc.gov/news/importantissuances/isuances.htm

— From that page there are links to:
* Order No. 636, Order No. 888, Order No. 2000

« Rulemakings, Policy Statements, Major Orders,
Staff Reports and Accounting Guidance

January 2002 USAID-Nexant Legal Conference 37




Federal Energy Regulatory Commission

Energy Information Administration

« United States Department of Energy
— (Energy Information Administration)

— Information can be accessed by:
» Geography, Sector or Process

— Information can be found on:
« Prices, Environment, Forecasts, Analysis

« National Association of State Energy Officials:
http://naseo.org/

January 2002 USAID-Nexant Legal Conference 38



Federal Energy Relatory Commission

Probleme de reglementare

USAID

O Nexanr
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‘.l'l.y USAID Gas Regulatory &
Restructuring Assistance in Romania

Al 4-lea Seminar pe probleme de baza
Bucuresti, Romania

17 ~18 lanuarie 2002




Federal Energy tory Commission
Probleme de reglementare
Introducere in Legislatia Administrativa
a SUA si Comisia Federala de
Reglementare in domeniul Energiel
(FERC)

William J. Froehlich, Esq.
Lead Counsel-Administrative Litigation
Federal Energy Regulatory Commission
Washington, DC
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Federal Energy Regulatory Commission

Generalitati

« Principiile de baza in legislatia administrativa (U.S.)
— Probleme constitutionale - Procese aferente
— Regulile jocului
— Scopurile si obiectivele dreptului Administrativ
* Prezentarea F.E.R.C.
— Transparenta - crearea credibilitatii
— Participarea publica - Luarea deciziilor
* Anexe

— Reglementari in domeniul gazelor naturale la F.E.R.C.

~ Pagini web folositoare

January 2002 USAID-Nexant Legal Conference



|IFederal Energy Regulatory Commission

Principiile legislatiei de reglementare

* De ce o legislatie de reglementare?
— Pentru a controla puterea monopolului
— Pentru a reduce excesul de profit

— Pentru a controla “externalitatile” sau efectele
indirecte ale cheltuielilor publice

— Pentru a corect costurile intre consumatori

— Pentru a intari si dezvolta industria

— Pentru a atrage investitia de capital

— Pentru a creste corectitudinea si previzibilitatea

January 2002 USAID-Nexant Legal Conference
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Federal Energy Regulatory Commission

Principiile legilor de reglementare

- De ce legi de reglementare?

— Este nevoie de reglementare guvernamentala
cand exista monopol

— Este nevoie de reglementare guvernamentala
cand un numar mic de participanti la piata au o
influenta mult mai mare asupra pietei decat
oricare alt participant la piata

— Este nevoie de reglementare guvernamentala
pentru a-i asigura corectitudine consumatorului

January 2002 USAID-Nexant Legal Conference



Federal Energy Requlatorv Commission

Fundamentarea legislatiei de

reglementare

« Constitutia SUA contine proceduri obligatori
cand actiunile se desfasoara in numele
guvernului

— Diverse activitati necesita anumite “proceduri
obligatorii”
« Un element important al “proceduri obligatorii”
este sa stii regulile jocului dinainte
— Scopul implicarii guvernamentale
— Constitutia, Statute, Reglementari

January 2002 USAID-Nexant Legal Conference




lFederaI Energy Regulatory Commission
Fundamentarea legislatiei de reglementare

(cont.)
* Primul element al “procedurilor obligatorii” este
notificarea prealabila a actiunii guvernamentale
— Forma de notificare trebuie sa fie potrivita cu
imprejurarile

Al doilea, publicului trebuie sa | se ofere ocazia
sa participe in cunostinta de cauza

— Aceasta de obicei inseamna ca opinia ta in ceea ce
priveste problema respectiva poate fi ascultata

January 2002 USAID-Nexant Legal Conference 7



_||Federal Energy Regulatory Commission

Fundamentarea legislatiei de reglementare
(cont.)

e Al treilea, deciziile trebuie sa fie corecte,
la timp si publice

« |n sfarsit, trebuie sa existe un gen de

proceduri prin care sa fie indreptate
erorile

January 2002 USAID-Nexant Legal Conference g8 -



Federal Energy Regulatory Commission

Regulile jocului....

 Constitutia

* Norme de baza

— Federal Power Act (Legea Federala pentru
Energie)

— Natural Gas Act (Legea Gazelor Naturale)
Norme procedurale
— Administrative Procedures Act

Regulile si reglementarile agentiei
— Atat de baza cat si procedurale

January 2002 USAID-Nexant Legal Conference
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.FederaLEnergy Regulatory Commission

' Obiectivele reglementarii

 Incurajarea dezvoltarii industriale si a investitiilor in
domeniul infrastructurii

« Limitarea abuzului de monopol

« Asigurarea serviciilor sigure si de calitate
* Promovarea productiei cu costuri minime
« Atingerea nivelurilor de consum dorite

* Promovarea unor efecte mai echitabile

January 2002 USAID-Nexant Legal Conference 10



Federal Energy Regulatory Commission

Goals of Regulation

« Echilibrarea intereselor concurente

» Fara discriminari

» Asigurarea transparentei procesului

* Preturile trebuie sa fie “juste si rezonabile”

« Posibilitati multiple pentru participarea publica
* Notificarea breselor si eficacitate

 Informari periodice asupra preturilor

« Termenele si conditiile sa fie publice

January 2002 USAID-Nexant Legal Conference 11



Federal Energy Regulatory Commission

Prezentarea FERC

« Ce este FERC

Cum reglementeaza FERC
— hotarari pentru toata industria
— hotarari specifice companiilor

* Probleme procedurale
— Asigurarea independentei si transparentei

— Elemente multiple pentru “procedurile
obligatorii”

January 2002 USAID-Nexant Legal Conference 12



Federal Energy Regulatory Commission

Ce este FERC?

« Agentia Guvernului S.U.A

— Agentie guvernamentala independenta

— Hotararile sunt revizuite de tribunalele S.U.A.
« 5 comisari cu drept de vot

— Numiti de presedinte

— Confirmati de Senat

— Mandate pentru 5 ani
« 1200 Angajati

— Ingineri, specialisti, analisti pentru tarife

— Juristi, economisti, contabili

January 2002 USAID-Nexant Legal Conference 13



Ce este FERC? (cont.)

FERC este o Agentie Independenta
Guvernamentala de Reglementare

* Independenta fata de influenta partidelor
politice

* Independenta fata de influenta
presedintelui si Congresului

* Independenta fata de influenta industriei

January 2002 USAID-Nexant Legal Conference 14



Federal Energy Regulatory Commission

Comisia independenta de reglementare

» Participare politica
— Nu mai mult de trei comisari facand parte dintr-un
partid politic
* Presedintele si Congresul

— Deciziile FERC nu sunt revizuite de Presedinte,
Departamentul de Energie sau alte agentii

* Industria
— Fara discutii particulare despre cazurile in derulare
— Sunt valabile cerintele “Procedurilor obligatorii”

— Restrictii privind angajatii FERC: actiuni, daruri,
angajare viitoare

January 2002 USAID-Nexant Legal Conference 15




Federal Energy Regulatory Commission

De ce?

e Pentru a da investitorilor si
consumatorilor increderea ca
procesul de reglementare si
deciziile sunt corecte.

January 2002 USAID-Nexant Legal Conference
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- ._'EederalEner Re_gu,l,a_tgty Commission

'Ce face ca un reglementator sa
fie “independent™?

« Numirile bazate pe calificare profesionala si
experienta

« Titularizare bazata pe purtare corespunzatoare

« Restrictii de solutionare pe cale judecatoreasca a
conflictelor de interese

« Finantare adecvata

« Alte masuri care asigura autonomia
— Reputatia
— Traditia

January 2002 USAID-Nexant Legal Conference 17



' ___:_______\E__ederal Energy Regulatory Commission

T e reglementeaza FERC?

 [ndustria energiei electrice
— Preturile si serviciile de transport interstatal
— Preturi si servicii de vanzarea energiei engros

— Tranzactii, fuziuni, asigurari emise de utilitatile
publice

* Industria gazului’ natural
— Preturile si serviciile de transport interstatal
— Constructia conductelor interstatale si internationale,
tinand cont de problemele de mediu related
environmental matters

January 2002 USAID-Nexant Legal Conference 18
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4 _'Federal Energy Regulatory Commission

Ce reglementeaza FERC?(cont.)

 Industria conductelor petroliere

— Preturile si serviciile transport interstatal pentru
titei si produse petroliere

« Industria hidroelectrica

— Licente pentru proiectele hidroelectrice
nonfederale

— Probleme internationale privind mediul

— Inspectarea proiectelor hidroelectrice
nonfederale din punct de vedere al sigurantei

January 2002 USAID-Nexant Legal Conference 19
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' Reglementare din doua parti

 Stabilirea preturilor pentru serviciile

furnizate de o companie privata se face
de catre FERC impreuna cu State

Regulatory Commissions (PUCs).

January 2002 USAID-Nexant Legal Conference 20



& cglementarile federale fata in fata cu cele ale

Federal Energy Regulatory Commission

statului

« FERC « JURISDICTIA STATULUI

« Tranzactii de vanzare « State Public Utilities Comm.
engros(revanzari) - Vanzarea cu amanuntul

« Preturi, termene si conditii (catre consumatorii finali)
pentru serviciul de . Preturi, termene si conditii
transport interstatale pentru pentru distributia

« Certificate pentru noile locala si servicii de
conducte transport cu amanuntul

« Licente pentru domeniul « Certificate pentru noile
hodroelectric si certificate facilitati de producere si
pentru conductele de gaze transport al energiei
naturale electrice si conducte

petroliere

January 2002 USAID-Nexant Legal Conference 21



Federal Energy Regulatory Commission

Ce NU face FERC

« Planifica sau finanteaza investitii

« Reglementeaza standardele de siguranta pentru
producerea energiei nucleare (Nuclear Regulatory
Commission)

* Reglementeaza poluarea rezultata de producerea
energiei electrice (Environmental Protection Agency)

+ Fixeaza standardele de siguranta in domeniul
electricitatii (North American Electric Reliability Council)

+ Reglementeaza standardele de siguranta pentru
conducte (Department of Transportation)

January 2002 USAID-Nexant Legal Conference 22
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Cum reglementeaza FERC?

« Hotarari pentru toata industria

— Chestionare (NOI)

— Propuneri de reglementari (NOPR)

— Regula Finala sau Declaratia privind Politica
« Hotarari specifice companiilor

— Solicitari (cresterea preturilor, schimbarea
termenelor sau conditiilor unui contract, etc.) sau
reclamatii privind utilitatile, consumatorii, sponsori
proiectelor sau parti interesate

January 2002 USAID-Nexant Legal Conference 23
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Federal Energy Regulatory Commission

entari sau
impunerea lor?

 Creareade « Impunerea - legata de
reglementari - legata de procedura juridica
procesul legislativ . Decizii specifice companiilor
« Decizii pentru intreaga — Aplicatie pe scara mica
industrie — Indreapta o gresala
— Politica propusa — Practica trecuta
— Aplicatie larga — Bazata pe “fapte”
— Probleme cuprinzatoare — Unele tipuri de audieri
— Prospectiune in natura - este testata dovada
— Multe parti interesate * decizii scrise

— Evidenta, comentarii,

January Zd(')?g uli finale USAID-Nexant Legal Conference 24



Federal Energy Regulatory Commission

Hotarari pentru intreaga industrie

Comisia emite un NOI (pentru a cauta idei) sau

NOPR (pentru a propune noi reglementari sau o
schimbare de politica)

Se asteapta comentarii publice
Comisia ia nota de comentarii

Hotararea comisiei

— (Dupa NOI) Noi propuneri de reglementari sau politici
— (Dupa NOPR) Noi reglementari sau politici
— Initiativa abandonului

January 2002 USAID-Nexant Legal Conference 25



Federal Energy Regulatory Commission

Hotarari specifice companiilor

Inregistrarea de cereri sau reclamatii

Inregistrarea este data publicitatii
Tine o audienta
« Decizia comisiei este emisa si publicata

Decizia Comisiei poate fi atacata la Curtea de
Apel

January 2002 USAID-Nexant Legal Conference 26
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Federal Energy Regulatory Commission

Pentru ca reglementarile sa aiba

SUCCES..
. Trebuie ca investitorii sa fie siguri ca

interesele lor vor fi protejate;

« Consumatorii trebuie sa fie siguri ca
interesele lor vor fi protejate;

» Toate partile interesate trebuie sa fie
sigure ca este un proces corect; si

» Trebuie sa fie sigure ca se vor folosi toate
resursele si intreaga experienta.

January 2002 USAID-Nexant Legal Conference 27
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Rx: Pentru a asigura o
reglementare de succes ...

Se dau in avans publicitatii procedurile si
regulile

Ofera multiple posibilitati participantilor la
proces

Deciziile se publica

Regulile si deciziile trebuie sa fie in vigoare
Recrutarea de profesionisti

Pastrarea procesului deschis si transparent

January 2002 USAID-Nexant Legal Conference 28




Federal Energy Regulatory Commission

Studiul Bancii mondiale din 1993

« Cele sase criterii ale bancii Mondiale
pentru transparenta legislativa:
— Regulile clare trebuie cunscute din timp
— Reguli in vigoare
— Mecanisme care sa asigure aplicarea regulilor

— Rezolvarea diferendelor independent din punct de
vedere juridic sau procedural

— Proceduri cunoscute pentru schimbarea regulilor
— Existenta unui cadru de reglementare

January 2002 USAID-Nexant Legal Conference 29



Federal Energy Regulatory Commission

Va multumesc pentru atentie

* Vizitati FERC website

— www.ferc.gov

* William J. Froehlich, Esq.
» Federal Energy Regulatory Commission
» 888 First Street, NE
» Washington, DC 20426
» (202) 208-0488
» (202) 208-0118 Fax
» william.froehlich@ferc.gov

January 2002 USAID-Nexant Legal Conference 30



Federal Energy Regulatory Commission

Anexe

» Reglementarea in domeniul gazelor naturale
la F.E.R.C.
— Reglementarea tarifelor de transport
— Reglementarea preturilor de transport
— Reglementarea certificatelor de transport

* Web sites (U.S. Energy related)

— utilizarea FERC web site
+ www.ferc.gov

— Administrarea informatiei energiei

* www.eia.doe.gov
January 2002 USAID-Nexant Legal Conference 31
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Reglementarea in domeniul gazelor naturale la
FERC

+ Reglementarea tarifelor de transport
— defineste serviciile si obligatiile reciproce

» Reglementarea preturilor de transport
— confrimarea publica a preturilor maxime

« Reglementarea constructiei conductelor
— doar interstatal
— domeniu primordial

January 2002 USAID-Nexant Legal Conference 32




Federal Energy Regulatory Commission

Reglementarea tarifelor de

transport
* Procedura de tarifare
— transportatorii propun schimbari in servicii
— propunerile sunt date publicitatii
— consumatori se exprima pro sau contra

— deseori se organizeaza o conferinta
— FERC este arbitru

January 2002 USAID-Nexant Legal Conference 33




Federal Energy Regulatory Commission

Reglementarea preturilor de transport

 Procedura

— operatorul propune cresterea preturilor, schimbari
in formarea preturilor

— operatorii hotarasc cand si daca sa propuna
— propunerea este data publicitatii
— deobicei se organizeaza o audiere administrativa

— majoritatea cazurilor privind preturilor se
solutioneaza de catre parti

— preturile trbuie sa fie corecte si rezonabile

January 2002 USAID-Nexant Legal Conference 34

75

-




\Federal Energy Regulatory Commission

Reglementarea certificatului de transport

* Procedura
— operatorul propune constructia
— stabilire traseu, estimare costuri, nevoi piata
— raport si analize asupra mediului
— propunerea se da publicitatii
— pozitia proprietarului terenului
— pozitia concurentei
— FERC hotareste in numele publicului

January 2002 USAID-Nexant Legal Conference 35
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Aprobarea FERC

» FERC hotareste daca preturile, tarifele si
constructia sunt in interesul public

» Hotararea FERC trebuie sa fie bazata pe
argumente solide

» Se interzic discutiile unilaterale
» Deciziile FERC pot fi atacate doar in
justitie

January 2002 USAID-Nexant Legal Conference 36



Federal Energy Regulatory Commission

Folosirea FERC web site

« General FERC Information: www.ferc.qov

« FERC Statutes:
http://www.ferc.gov/informational/enable1.htm

— From that page there are links to:

» Natural Gas Act, Federal Power Act, NGPA, other
statutes

* Major Issuances:
http://www.ferc.gov/news/importantissuancesl/isuances.htm

— From that page there are links to:
e Order No. 636, Order No. 888, Order No. 2000

* Rulemakings, Policy Statements, Major Orders,
Staff Reports and Accounting Guidance

January 2002 USAID-Nexant Legal Conference 37




Federal Energy Regulatory Commission

Administrarea Informatiile Energetice

+ United States Department of Energy

— (Energy Information Administration)
»+ www.eia.doe.gov/oil_gas/natural_gas/info_glance/natural_gas.himl

—Information can be accessed by:
» Geography, Sector or Process

—Information can be found on:
« Prices, Environment, Forecasts, Analysis

 National Association of State Energy Officials:
http://naseo.org/
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TECHNICAL CODE

Marius Nenisanu, ANRGN
January 17, 2002

In the world, natural gas represents 21% from primary energetic resources,
this participation increasing more and more, tending to dominate energetic
market. This tSendency is because there are lots of resources and a good
compatibility with the environment comparing to other fossil fuels.

Generally for energetic and specially for natural gas, technological progress
from the last few years and an increase of the consumption have been
accompanied by constant liberalization processes of the markets and
promoting competition as the only forces to reduce the costs and prices, to
improve the quality of the services and to protect the environment.

According to Gas Directive of European Union, Romania has made
important steps for gradual opening of natural gas market by accrediting
eligible consumers and ensuring “network access”. In the same time,
modernizing the technology for the whole link for turning to good account
natural gas on ecological and efficiency terms represents priorities of
economic-financial strategy.

The Directive also specifies the “subsidiary principle” that recognize the
right of each country to adopt its legislation and practices, this being the
context where the USAID program has been developing regarding
restructuring and regulatory process in natural gas sector in Romania.

Within this process, a special attention has to be accorded to technical rules,
the dynamic of energetic policy and new technologies that generates
development of legislative and norm framework. That is why the Technical
Code that is the object of this section presents a flexible structure that could
be periodically revised according to a future evolution of society, practically
representing a central document. For this purpose, the Technical Code has
two main parts.

Part 1 — compound of four chapters where general aspects regarding
designing, construction, taking over and putting into function are presented,
as well as operating and maintaining the objectives in the sector due to
natural gas production, storage, transport, distribution and use.



Part II — compound by three annexes regarding terms, legislative
framework, norm framework and standards.

CHAPTER 1. Designing

Designing of gas pipelines and installation will be performed only by
authorized persons according to legal provisions and observing the approved
designing technical norms, internal and international standards due to the
designed objective, taking into account the planned work period of the
installation, its effect on environment and function security. In the same
time, the chosen technical solution has to be in compliance with quality and
safety requirements at a minimal total cost for the investment.

CHAPTER II. Construction

It refers to any objective within the sector. This will be built according to the
project and observing the approved norms and standards referring to
performing the necessary works for achieving the objective.

The construction company must be responsibie for the objective to be
executed only by authorized and specialized personnel for each work
category. The beneficiary, as an operator of the resulting system, 1s obliged
to ensure supervision by qualified staff during the performance.

CHAPTER II1. Acceptance and putting into function

Installation works acceptance is a part of quality system for constructions
and the act that certifies the ending of the works performed in compliance
with the provisions of technical design and performance details. Acceptance
is performed both for new installation and for modifying, modernizing,
rehabilitation or capital repairs works for the existing ones.

Installation works acceptance is made in two steps, according to legal
provisions in force, as it follows:

- Acceptance at works ending;

- Final acceptance

The beneficiary in the presence of the designer and general antrepreneur
performs both acceptance and the putting into function.
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CHAPTER 1V. Operating and maintenance

Natural gas sector must operate on well defined termns for to fulfill its
functions regarding natural gas production, storage, fransport, distribution
starting from its transfer from internal producers or internal and/or external
suppliers to the delivery to the (eligible or captive) consumers.

All these equipment, pipelines and installation have to be operated and
maintained according to producers’ instructions, the provisions in designs
and good practice codes or (if they do not exist) in compliance with the
experience of the staff, according to an annual schedule (quarterly divided).

Maintaining and repair works will be performed within well defined
intervals for each part of SNT according to technical norms in force
(national or international), producers’ recommendation or as many times as
necessary.

For this purpose SNT operator must have both the logistics and human
capacity for fulfilling this program by its local structures.

Part II is compound by three annexes, as it follows:
- Annex 1 — definition of terms
- Annex 2 - legislative framework
- Annex 3 — standards and norms

This part will be periodically for amending and completion according to
society evolution, legislative framework and technical level reflected by new
regulations corresponding to development stage n the domain.



T

CODUL TEHNIC
Ianuarie 2002
-prezentare-

La nivel mondial, gazele naturale detin o pondere de 21% in balanta
resurselor primare de energie, aceastd participare fiind in crestere cu tendinta ca
intr-un viitor nu foarte indepértat de a domina piata energiei. Aceasté tendinta se
datoreazi in principal unei relative abundente a resurselor si a unei bune

Ry

compatibilitdti cu mediul inconjurdtor comparativ cu alti combustibili fosili.

Pentru energeticd in general si pentru gazele naturale in particular
progresele tehnologice din ultimii ani §i cresterea consumului au fost insotite de
procese constante de liberalizare a pietelor §i promovare a competifiel ca
singurele forte motrice pentru reducerea costurilor §i a preturilor, imbunitétirea
calitatii serviciilor si protejarea mediului inconjuritor.

In conformitate cu Directiva Gazelor a Uniunii Europene, Roménia a
facut pasi importanti in deschiderea graduald a pietei de gaze naturale prin
acreditarea consumatorilor eligibili si asigurarea ,,accesului la retea™. Totodata
modernizarea tehnologiei pe intreg lantul de valorificare a gazelor naturale in
conditii ecologice si de eficientd reprezinti prioritati ale strategiei economico-
financiare.

De asemenea Directiva statueazi si ,, principiul subsidiarititii™ prin care
se recunoagte dreptul fiecdrei tiri de a-si adopta legislatia si practicile, acesta
fiind contextul In care se desfdsoard programul de asistentd tehnicd a USAID
privind procesul de restructurare $i reglementare a sectorului gazelor naturale
din Roménia.

In cadrul acestui proces o atentie deosebitd trebuie acordatd
reglementirilor cu caracter tehnic, dinamica politicii energetice i aparitia de noi
tehnologii generénd dezvoltarea cadrului legislativ st normativ. De aceea Codul
tehnic care face obiectul acestei sectiuni, prezintd o structurd flexibild care si
poatd fi revizuitd periodic in functie de evolutia ulterioard a societatii
reprezentind practic un document central. In acest scop Codul Tehnic este
compus din doud parti principale.

Partea I — este compusa din patru capitole in care sunt tratate aspecte
generale privind proiectarea, constructia, receptia si punerea in functiune,
exploatarea si intrefinerea obiectivelor din sector aferente activititilor de
productie, inmagazinare, transport, distributie si utilizare a gazelor naturale.

Partea II — este compusd din trei anexe referitoare la terminologie §i
definirea termenilor, cadru legislativ, cadru normativ si standarde.
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CAPITOLUL I. Proiectarea

Proiectarea instalatiilor si conductelor de gaze se va efectua numai de de
catre persoane autorizate in conformitate cu prevederile legale si se va realiza
cu respectarea normelor tehnice de proiectare aprobate, cu standardele
interne i internationale aferente obiectivului proiectat tindnd cont de durata
planificata de lucru a instalatiei, efectul sau asupra mediului inconjurator si
siguranta in functionare. Totodatd se va avea in vedere ca solutia tehnicd
aleasd si satisfacd cerintele de calitate i siguran{? la un cost total al
investifiei minim.

CAPITOLUL II. Constructia

Aceasta se refera la constructia oricarui obiectiv din cadrul sectorului.
Acesta va fi construit in conformitate cu proiectul si cu respectarea normelor si
standardelor aprobate referitoare la executia lucrarilor necesare pentru realizarea
obiectivului;

Agenful economic cu profil de antreprizi constructii-montaj trebuie sa-si
asume responsabilitatea ca obiectivul sa fie realizat numai de personal calificat
si autorizat pentru fiecare din categoriile de lucrari. Beneficiarul in calitate de
operator al sistemului rezultat are obligatia de a asigura prin personal calificat
supravegherea pe toatd perioada deruldrii executiei.

CAPITOLUL III Receptia si punerea 1n functiune

Receptia lucrdrilor de constructii-montaj constituie 0 componentd a
sistemului calitatii in constructii si este actul prin care se certifici finalizarea
lucrdirilor executate in conformitate cu prevederile proiectului tehnic $i cu
detaliile de executie. Receptia se efectueazd atat in cazul obiectivelor not cat gi
in cazul lucrdrilor de modificare, modernizare, reabilitare sau reparati capitale la
cele deja existente.

Receptia lucrdrilor de constructii-montaj se realizeazd In doud etape,
potrivit prevederilor legale in vigoare, dupd cum urmeazi:

- receptia la terminarea lucririlor;

- receptia finald.

Atat receptia cit si punerea in functiune se face de citre beneficiar in
prezenta proiectantului si a antreprenorului general.

CAPITOLUL IV. Exploatarea si intretinerea

Sectorul gazelor naturale trebuie sd functioneze in conditii bine determinate
pentru a-si putea indeplini functiile de baza privind productia, inmagazinarea,
transportul, distributia cantitatilor de gaze naturale de la preluarea lor de la
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producatorii interni sau furnizorii interni si/sau extemni si pina la livrarea lor
citre consumatori {eligibili sau captivi).

Toate aceste echipamente, conducte, utilaje si instalatii trebuiesc exploatate si
intretinute conform instructiunilor producétorilor, prevederilor cuprinse in
proiectele de executie si codurilor de buni practica sau (dac# acestea nu existd)
pe baza experientei personalului operatorului, pe baza unui program anual (cu
defalcdri trimestriale).

Lucririle de intretinere si reparatii vor fi realizate la intervale clar definite
pentru fiecare parte componenti a SNT in functie de normativele tehnice in
vigoare {nationale sau internationale) a recomandérilor producitorilor sau ori de
cdte ori este nevoie.

Pentru aceasta operatorul SNT trebuie s aibd capacitatea atdt umand cét si
logisticd de a duce la indeplinire acest program prin structurile sale teritoriale .

PARTEA II este compusi dintr-un numér de trei anexe dupi cum urmeazi:
anexa 1 — definirea termenilor

anexa 2 — cadru legislativ

anexa 3 - standarde §i norme

Aceastd parte va fi revizuitd periodic in vederea modificarii i completirii
functie de evolutia societdtii, cadrului legislativ $i nu in ultimul rind a
nivelului tehnicii reflectata prin aparitia de noi reglementéri corespunzitoare
stadiului de dezvoltare a domeniului.
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S.C. DISTRIGAZ NORD S.A. TG.-MURES
S.C. DISTRIGAZ SUD S.A. BUCURESTI

United States Agency for International Development

Re: Restructuring in the field of natural gases - Project of assistance
in Romania

In order to fulfil the established agenda for January 17, 2002
regarding the topic of the working group for the "Financial support of the
gas companies”, we hereby present you the main ideas concerning the
privatization of the natural gas distribution companies in Romania.

The main chapters are:

e The privatization of the natural gas distribution companies -
governmental objective;

The actual legal frame;

The point of view of the distribution companies;

Potential risks;

Conclusions.

L The privatization of the natural gas distribution companies -

governmental objective

The governmental programme for 2001-2004 was
established by taking into consideration the complex analysis of the
economic, social and political situation in Romania, as well as the
European and world context to which this programme will be
applied.

A decisive criterion for establishing the governmental
objectives and strategies was the coordination with the requests of
the European and Euroatlantic integration.

The Decision regarding the approval of the national Strategy
of energy development in Romania on medium term stipulates at
Article 5.2 "The privatization of the energy sector”" that the
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privatization of two of the natural gas distribution companies is
expected to take place by 2004.

As a confirmation of the above-mentioned, the accelaration
of the privatization of the natural gas distribution companies
Distrigaz Nord and Distrigaz Sud is foreseen to take place until
September 2002, as it is mentioned in the stand-by Agreement
between Romania and the International Monetary Fund and in the
Memorandum regarding the economic and finacial policies of the
Government of Romania for the period 2001-2002.

The actual legal frame

The legal frame that stipulates the necessary conditions for the
privatization of the two companies is secured by:

¢ The Ordinance of Emergency no. 88/23 of December 1997
regarding the privatization of the commercial companies;

e Law 99/27 of May 1999 regarding some of the measures for the
acceleration of the economic reform;

e The Decision of the Government of Romania n0.450/24 of June
1999 for the approval of the methodological Norms for applying
the Ordinance of Emergency of the Government no.88/1977
regarding the privatization of the commercial companies,
including the future changes and amendments.

The point of view of the natural gas distribution companies, S.C.
Distrigaz Nord S.A. and Distrigaz Sud S.A.

The opinion of the two natural gas distribution companies
regarding the privatization is that the companies should be
privatized without being divised, each of them being an entity.

As the Memorandum established with the International
Monetary Fund stipulates, this process will be developed according
to the following agenda:

- the employment of a privatization consultant for both
distribution companies until the end of Febrauary 2002;
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- the approval of the privatization strategy for both companies
until the end of June 2002;

- the announcement of the international bid fot the sale to a
strategic investor until September 2002,

Potential risks

The potential risks that may occur during the process of
privatization would be in the following fields:

® juridical

- the complying of the Law of natural gases with the Law of the
Local pulic Services;

- the clarifying of the legal status of the networks;

® cconomic
- the carrying out of the economic-financial indicators regarding
the international accounting standards;

® human resources
- the reaction and the influence of the trade unions in this process;

Conclusions

The process is well-defined, both for the establishment of the
objectives, as well as for the steps of their accomplishment. On the
condition that the potential risks are eliminated, the process of the
privatization for the two distribution companies will not come
against any problems.



S.C. DISTRIGAZ NORD S.A. TG-MURES
S.C. DISTRIGAZ SUD S.A. BUCURESTI

United States Agency for International Development
(Asistenta Statelor Unite pentru Dezvoltare Internationala)

Referitor: Restructurare in domeniul gazelor naturale — Proiect de
asistenta in Romania

In vederea realizarii agendei stabilite pentru data de 17 ianuarie 2002, in ce
priveste tema grupului de lucru pentru ,,Sustinerea financiara a companiilor de gaze®,
prezentam in continuare principalele idei asupra privatizarii societatilor de distributie a
gazelor naturale din Romania.

Principalele capitole sunt:

+ Privatizarea societatilor de distributie gaze naturale - obiectiv guvernamental;
e (Cadrul legal existent;

e Punctul de vedere al societatilor de distributie;

e Riscuri potentiale;

e Concluzii.

L Privatizarea societatilor de distributie gaze naturale - obiectiv
guvernamental

Programul de Guvernare pe perioada 2001-2004 s-a realizat pornind de la o
analiza complexa a situatiei economice, sociale si politice din Romania, precum si a
contextului european si mondial in care acest program urmeaza sa fie realizat.

Un criteriu determinant in stabilirea obiectivelor si strategiilor guvernamentale a
fost cel al concordantei cu cerintele tegrarii europene si euroatlantice.

Prin Hotararea privind aprobarea Strategiei nationale de dezvoltare energetica a
Romaniei pe termen mediu este prevazut la articolul 5.2 *Privatizarea sectorului
energetic” faptul ca in domeniul distributiei gazelor naturale, pana in anul 2004 se
doreste initierea privatizaril a doua dintre societatile de distributie.

Ca o confirmare a celor de mai sus in Aranjamentul stand-by dintre Romania si
Fondul Monetar International si in Memorandumul cu privire la politicile economice
st financiare ale Guvernului Romaniei in perioada 2001-2002 este prevazuta
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accelerarea privatizarii societatilor de distributie a gazelor natuale Distrigaz Nord si
Distrigaz Sud pana in septembrie 2002.

Il.  Cadrul legislativ existent

Cadrul legislativ care prevede conditiile in care poate fi realizata privatizarea
celor doua societati este asigurat de:

e Ordonanta de urgenta nr. 88/23 decembrie 1997 privind privatizarea societatilor
comerciale;

o Legea 99/27 mai 1999 privind unele masuri pentru accelerarea reformet
economice;

e Hotararea Guvernului Romaniei nr.450/24 iunie 1999 pentru aprobarea
Normelor metodologice de aplicare a Ordonantei de urgenta a Guvernului nr.
88/1997 privind privatizarea societatilor comerciale, cu modificarile si
completarile ulterioare.

III.  Punctul de vedere al societatilor de distributie a gazelor naturale S.C.
Distrigaz Nord S.A. si S.C. Distrigaz Sud S.A.

In opinia celor doua societati de distributie a gazelor naturale privatizarea va fi
necesar a se realiza fara o divizare a lor, fiecare societate constituind un intreg.

Dupa cum este prevazut si in Memorandumul convenit cu Fondul Monetar
International acest proces se va desfasura dupa urmatoarea agenda:

- angajarea unui consultant de privatizare pentru ambele societati de distributie
pana la sfarsitul lunii februarie 2002;

~ aprobarea strategiei de privatizare pentru ambele societati pana la sfarsitul lunii
1unie 2002;

- anuntarea licitatiel internationale pentru vanzarea catre un investitor strategic
pana la sfarsitul lunii septembrie 2002.



IV.  Riscuri potentiale

Domeniile in care exista riscuri potentiale asupra procesului de privatizare ar fi:

e juridic
— corelarea Legii gazelor cu Legea serviciilor publice locale;

— clarificarea statutului juridic al retelelor;
® economic

- realizarea indicatorilor economico-financiari conform standardelor
internationale de contabilitate;

® resurse umane
- reactia si influenta sindicatelor in proces;

V.Concluzii

Procesul este bine definit, atat in ce priveste stabilirea obiectivelor cat si a
etapelor de realizare. In cazul in care realizarea riscurilor va fi eliminata, derularea
privatizarii celor doua societati de distributie nu va intampina probleme.
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This presentation is to
stimulate discussion...

* It is not the result of a detailed study...

» Represents the author’s own view...

- which not necessarily the view of
Nexant or USAID.

A market model for the Romanian
natural gas sector




What is a ‘gas market
model?’

» Describes the entire gas chain
- from exploration and production
- fo end use
« Often used in a national context
- ‘the UK model’, ‘the Italian model

* This paper proposes a hew ‘Romanian
Model

A market model for the Romanian
natural gas sector
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The current “Romanian
Model” is unsustainable...

* Low gas prices
 Under-investment

» Political control (?)

A market model for the Romanian
natural gas sector
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Potential exists to create a
thriving gas industry

* Reserves

- Romania is a proven ‘gas country’
* Markets

- existing national networks

- central international position
 Political will to reform

- recent reforms demonstrate this

A market model for the Romanian
natural gas sector



This “Romanian Model”

embraces 3 principles
1. The free market is the best guarantor
of public interest.
2. The role of the regulator is:
- Foster fair competition;
- Ensure safe and reliable service;
3. Include appropriate social measures

A market model for the Romanian 6
natural gas sector
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Romania has taken first
steps towards liberalization

« Now has a “transitional market model”
which features:

- Creation of ANRGN
- a recent market-orientated Gas Law
- Breakup of Romgaz

- Greater acceptance of a ‘market
culture’

A market model for the Romanian
natural gas sector
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But a liberalized gas market
is still a long way away...

* Need more market participants to create
competition within Romania

* Romanian companies need to prepare
to compete successfully in Europe.

* Most participants are still state-owned

* Many institutional barriers to the
development of competition remain

A market model for the Romanian 8
natural gas sector
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Specific
recommendations
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Break up Romgaz

* One ‘National Champion’ (Petrom) is
enough!

* Create several smaller gas exploration
and production (E&P) companies

- to compete against each other

A market model for the Romanian 10
natural gas sector
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Privatize (some of) the new
E&P companies

* Privatized companies can bring

- kKnow-how

- hundreds of millions of E&P dollars

- privatization revenues for government
« State E&P companies also improve

- known side-effect, as stimulated by
the new competitive environment

A market model for the Romanian 11
natural gas sector



Avoid certain privatization

models

* Avoid ‘mass privatization’ and MBOs
- doesn’t bring the investment
- doesn’t bring the expertise/know-how
* Privatize a controlling interest or more
- encourage investors to take control

- unlikely that serious investors will be
interested in a minority share.

A market model for the Romanian 12
natural gas sector
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Find ways to attract ‘serious

players to Romanla
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Reform the import regime
for Russian gas

 Eligible customers should be able to
deal direct with Gazprom...

* ... or with any other gas supplier.

A market model for the Romanian
natural gas sector
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Reform the regime for high
pressure interconnectors

» Create an enabling environment so
private investors build import pipelines

A market model for the Romanian
natural gas sector

15



E & (18 N E | 8 i K. . [ [ 3 [ -

Don’t use government funds
for gas infrastructure

* Market economy governments create
an enabling environment for the private
sector to fund mega-projects.

A market model for the Romanian 16
natural gas sector



Set clear (long-term) targets
to diversify bulk supply

« Several gas importers
« Several gas producers

« In a well-functioning market, no single
supplier (importer or producer) should
control more than around 15% of the
market

- (may never be fully achievable in
Romania... as Gazprom).

A market model for the Romanian 17
natural gas sector



Replace negotiated TPA
with regulated TPA

* Negotiated Third Party Access allowed
by EU - but wrong for Romania as:

- ‘privates’ think ‘states’ get best deal
- open to monopoly abuse (or worse)
- RTPA guarantees a ‘level playing field’
- RTPA helps the regulator to regulate
* So publish the transport tariffs!

A market model for the Romanian 18
natural gas sector
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Break up Distrigaz Nord and
Sud into smaller companies

» Large enough to be ‘worldscale’
- attract serious international investors
- avoid the German model

« Small enough to be ‘local’
- customer focussed

A market model for the Romanian 19
natural gas sector



Privatize the new smaller
DisCos (fully or partly)

 Aftract (money and) expertise in

- Billing and collection

- Improving standards of service

- Financial engineering

- Developing complimentary businesses
* Sell a controlling share

- beware of Municipal control!

A market model for the Romanian 20
natural gas sector




There is an important role
for government/ministries

» Set clear national target for ANRM, e.g.
- Attract 1 billion USD E&P $ in 2 years

* Get reciprocity agreements in place
- mutual rights to buy/sell/transit gas

* Break up, corporatization, privatization
- Romgaz, Distrigaz Nord and Sud

» Create rights to build import pipelines

A market mode! for the Romanian 21
natural gas sector




The result - a thriving
Romanian gas sector!

— reverse the trend of declining production

— imports, exports, to/from north, west, south
— profitable private distribution companies

— better urban services

— rural gasification

— taxation/royalty/dividend/privatization
revenue for the state

— jobs

A market model for the Romanian 22
natural gas sector
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Un model de piata pentru sectorul
romanesc de gaze naturale?

Mark Velody

Energy Policy Advisor

4th Key Issues Seminar
Bucuresti, Romania
17 lanuarie 2002
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Aceasta prezentare este
pentru a stimula discutiile...

* Nu este rezultatul unui studiu detailat. ..

* Reprezinta punctul de vedere al
autorului...

- care nu este neaparat punctul de
vedere al Nexant sau USAID.

A market model for the Romanian
natural gas sector
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Ce este "un model de piata
de gaze”?
» Descrie intregul lant
- de la exploatare si productie
- la consumatorul final
* Folosit deseori in context national

N {1

- “‘modelul englezesc”, “modelul
italian”

« Acest document propune un nou “model
romanesc’

A market model for the Romanian 3
natural gas sector



“Modelul romanesc’ actual
nu este viabil ...

* Preturi mici la gaze
* Investitii insuficiente
» Control politic (?)

A market model for the Romanian
natural gas sector



Exista potential pentru crearea
unui sector de gaze infloritor

 Rezerve

- Romania este dovedita ca “o tara cu gaze”
* Piete

- retele nationale existente

- pozitie internationala centrala
 Dorinta politica de reforma

- reformele recente o demonstreaza

A market model for the Romanian
natural gas sector



Acest “Model romanesc” se
bazeaza pe trei principii
1. Pliata libera este cel mai bun garant
al intereselor publice
2. Rolul reglementatorului este:
- crearea unei concurente corecte;

- Asigurarea unor servicii sigure si
stabile;

3. Masuri sociale adecvate

A market model for the Romanian
natural gas sector
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Romania a facut primii pasi
catre liberalizare

 Acum are un "model de piata de
tranzitie” care inseamna:

- Crearea ANRGN

- 0 noua Lege a Gazului orientata catre
piata

- Separarea Romgaz
- Acceptarea unei “culturi de piata”

A market model for the Romanian
natural gas sector



Dar pana la o piata de gaze
liberalizata este o cale lunga...

« Sunt necesari mai multi participanti la piata
pentru a crea concurenta in Romania

« Companiile romanesti trebuie sa fie pregatite
pentru a concura cu succes in Europa

* Majoritatea companiilor sunt inca proprietate
de stat

 Exista inca bariere institutionale in calea
dezvoltarii concurentei

A market model for the Romanian
natural gas sector
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Recomandari
specifice

A market model for the Romanian
natural gas sector



Separarea Romgaz

« Un singur “campion national” (Petrom)
este deajuns!

« Crearea companiilor mici pentru
exploatare si productie (E&P)

- sa concureze una impotriva celeilalte

A market model for the Romanian 10
natural gas sector
Ay ~y



Privatizarea (unora) din noile
companii E&P

 Privatizarea companiilor poate aduce...
- know-how
- sute de milioane de dolari E&P (!)
- venit din privatizare pentru guvern

* Companiile de stat E&P se imbunatatesc de
asemenea

- efectul colateral, stimulat de noul mediu
concurential

A market model for the Romanian
natural gas sector
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Evitati anumite modele de
privatizare

- Evitati privatizarea in masa si MBO
- nuU aduce investitii
- nu aduce experienta si tehnologie noua

* Privatizarea sistemelor de control este
iInteresanta sau chiar mai mulit

- incurajeaza investitorii sa preia controlul

- nu este de crezut ca investitorii seriosi vor fi
Interesati de un numar mic de actiuni.

A market model for the Romanian 12
natural gas sector
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Gasiti metode pentru a atrage
“jucatorii seriosi”’ in Romania
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Reformati regimul importurilor
pentru gazul rusesc

» Consumatorii eligibili trebuie sa discute
direct cu Gazprom...

Sau cu oricare alt furnizor de gaze.

A market model for the Romanian 14
natural gas sector



Reformati regimul pentru
racordarile de inalta presiune

* Creati un mediu favorabil astfel incat
Investitorii sa construiasca conducte
pentru importul gazelor

A market model for the Romanian 15
natural gas sector



ALs7=r

Nu folositi fonduri guvernamentale
pentru infrastructura in domeniul
gazului

* Guvernele din tari cu economie de piata
creaza un mediu propice pentru ca
sectorul privat sa finanteze maga-
proiecte

A market model for the Romanian 16
natural gas sector
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Stabiliti in mod clar (pe termen

lung) obiective pentru a diversifica

furnizarea en-gros
+ Cativa importatori de gaze naturale

. Cativa producatori de gaze naturale

* Intr-o piata care functioneaza bine, un singur
furnizor (importator sau producator) nu ar
trebui sa controleze mai mult de cca. 15% din
piata

- (sa nu se intample niciodata in
Romania... precum Gazprom).

A market model for the Romanian 17
natural gas sector



Inlocuiti accesul negociat al
tertilor cu accesul reglementat

« Accesul negociat al tertilor este permis de UE
dar gresit pentru Romania pentru ca:
- “privatii” cred ca “statul” face afaceri mai bune
- deschide calea monopolului (sau mai rau)

- accesul reglementat garanteaza un “nivel pentru
campul de joc”

- accesul reglementat ajuta reglementatorul sa
reglementeze

» Publicati tarifele de transport!

A market model for the Romanian
natural gas sector
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Separati Distrigaz Nord si
Sud in companii mai mici

» Destul de mari pentru a fi “la scara
internationala”

- atrageti investitori internationali seriosi
- evitati modelul german

» Destul de mici pentru a fi “locale”
- Se concentreaza asupra consumatorului

A market model for the Romanian 19
natural gas sector
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Privatizati noile mici DisCos
(total sau partial)

 Atrageti (bani si) experienta in
- Facturare si colectare
- Imbunatatirea standardelor de servicii
- Scheme de finantare
- Dezvoltarea afacerilor complementare
* Vindeti o actiune de control
- fiti atenti la controlul municipalitatii!

A market model for the Romanian 20
natural gas sector
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Un rol important il au
guvernul si ministerele

« Stabilirea unui obiectiv national pentru ANRM, ex.
- Atragerea a 1 miliard USD E&P in 2 ani
« Acorduri reciproce

- drepturi reciproce privind cumparare/vanzare/tranzit
gaz

* Separarea, corporatizarea, privatizare
- Romgaz, Distrigaz Nord si Sud

» Crearea de drepturi pentru construirea conductelor
pentru importuri

A market model for the Romanian 21
natural gas sector
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Rezultatul - un sector gazier
romanesc infloritor!

— se opreste declinul productiei

— Importuri, exporturi, catre/din nord, vest, sud
— companii de distributie particulare profitabile
— servicii edilitare mai bune

— introducerea gazului metan in mediul rural

— venituri pentru stat din
taxe/redevente/dividende/privatizare

— locuri de munca

A market model for the Romanian 22
natural gas sector
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O Nexant

multumesc pentru atentie
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